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1. EXECUTIVE SUMMARY

This annual report to the Governor and the General Assembly is submitted
pursuant to General Statute (G.S.) 62-110.1(c), which specifies that each year the North
Carolina Utilities Commission shall submit to the Governor and appropriate committees of
the General Assembly a report of its analysis of the long-range needs for the expansion of
facilities for the generation of electricity in North Carolina and a report on its plan for
meeting those needs. Much of the information contained in this report is based on reports
to the Commission by the electric utilities regarding their analyses and plans for meeting
the demand for electricity in their respective service areas. It also reflects information from
other records and files of the Commission.

There are three regulated investor-owned electric utilities (IOUs) operating under
the laws of the State of North Carolina and subject to the jurisdiction of the Commission.
All three of the IOUs own generating facilities. They are Carolina Power & Light Company,
doing business as Progress Energy Carolinas, Inc. (Progress), whose corporate office is in
Raleigh; Duke Energy Carolinas, LLC (Duke), whose corporate office is in Charlotte; and
Virginia Electric and Power Company (VEPCO), whose corporate office is in Richmond,
Virginia, and which does business in North Carolina under the name Dominion North
Carolina Power (NC Power).

Duke and Progress, the two largest electric IOUs in North Carolina, together supply
about 96% of the utility-generated electricity consumed in the state. Approximately 16% of
the 10Us’ 2011 electric sales in North Carolina were to the wholesale market, consisting
primarily of electric membership corporations and municipally-owned electric systems.

Table ES-1 shows the gigawatt-hour (GWh) sales of the regulated electric utilities in
North Carolina.

Table ES-1: Electricity Sales of Regulated Utilities in North Carolina

NC Wholesale Total GWh Sales”
NC Retail GWh* GWh* (NC Plus Other States)
2011 2010 2011 2010 2011 2010
Progress 37,353 39,075 12,360 13,704 56,223 59,702
Duke 55,405 57,843 5,213 5,032 82,127 85,443
NC Power 4177 4.330 914 868 82,325 84,605

*GWh = 1 Million kWh (kilowatthours)

During the 2012 to 2026 timeframe, the average annual growth rate in summer
peak demand for electricity in North Carolina is forecasted to be approximately 1.7%.
Table ES-2 illustrates the systemwide average annual growth rates forecast by the [OUs
that operate in North Carolina. Each uses generally accepted forecasting methods and,
although their forecasting models are different, the econometric techniques employed by




each are widely used for projecting future trends. Under normal weather patterns, summer
peak demand remains higher than winter peak demand for all three I0Us.

Table ES-2: Forecast Annual Growth Rates for Progress, Duke, and NC Power
(After Energy Efficiency and Demand-Side Management are Included)
(2012 - 2026)

Summer Winter Energy
Peak Peak Sales
Progress 1.6% 1.8% 1.3%
Duke 1.8% 1.7% 1.8%
NC Power 1.4% 1.6% 1.6%

North Carolina’s |IOUs depend on coal-fired and nuclear-fueled steam generation
to produce the overwhelming majority of their electric output, as illustrated in
Table ES-3. It should be noted that the purchased power listed in the table includes
buyback transactions associated with jointly owned coal and nuclear plants.

Table ES-3: Total Energy Resources by Fuel Type for 2011

Progress Duke NC Power
Coal 36% 42% 26%
Nuclear 43% 48% 28%
Net Hydroelectric* 1% 1% 0%
Qil and Natural Gas 13% 1% 12%
Wood/Biomass 0% 0% 1%
Purchased Power 7% 8% 33%

* See discussion of pumped storage in Section 6.

On August 20, 2007, with the signing of Session Law 2007-397 (Senate Bill 3},
North Carolina became the first state in the Southeast to adopt a Renewable Energy and
Energy Efficiency Portfolio Standard (REPS). Under this new law, investor-owned utilities
in North Carolina will be required to meet up to 12.5% of their energy needs through
renewable energy resources or energy efficiency measures by 2021. Rural electric
cooperatives and municipal electric suppliers are subject to a 10% REPS requirement. In
general, electric power suppliers may comply with the REPS requirement in a number of
ways, including the use of renewable fuels in existing electric generating facilities, the
generation of power at new renewable energy facilities, the purchase of power from
renewable energy facilities, the purchase of renewable energy certificates (RECs), or the
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implementation of- energy efficiency measures. This issue is discussed further in
Section 8. ‘

A map showing the service areas of the North Carolina I0Us can be found at the
back of this report.

2. INTRODUCTION

The General Statutes of North Carolina require that the Utilittes Commission
analyze the probable growth in the use of electricity and the long-range need for future
generating capacity in North Carolina. The General Statutes also require the Commission
to submit an annual report to the Governor and to thé General Assembly regarding future
electricity needs. G.S. 62-110.1(c) provides, in part, as follows:

The Commission shall develop, publicize, and keep current an analysis of
the long-range needs for expansion of facilities for the generation of
electricity in North Carolina, including its estimate of the probable future
growth of the use of electricity, the probable needed generating reserves,
the extent, size, mix and general location of generating plants and
arrangements for pooling power to the extent not regulated by the Federal
Energy Regulatory Commission and other arrangements with other utilities
and energy suppliers to achieve maximum efficiencies for the benefit of the
people of North Carolina, and shall consider such analysis in acting upon
any petition by any utility for construction . . . Each year, the Commission
shall submit to the Governor and to the appropriate committees of the
General Assembly a report of its analysis and plan, the progress to date in
carrying out such plan, and the program of the Commission for the ensuing
year in connection with such plan.

Some of the information necessary to conduct the analysis of the long-range need
for future electric generating capacity required by G.S.62-110.1(c) is filed by each
regulated utility as a part of the Least Cost Integrated Resource Planning process.
Commission Rule R8-60 defines an overall framework within which least cost integrated
resource planning takes place. Commonly called integrated resource pianning (IRP), itis a
process that takes into account conservation, energy efficiency, load management, and
other demand-side options along with new utility-owned generating plants, non-utility
generation, renewable energy, and other supply-side options in order to identify the
resource plan that will be most cost-effective for ratepayers consistent with the provision of
adequate, reliable service.

This report is an update of the Commission’s November 30, 2011 Annual Report. It
is based primarily on reports to the Commission by the regulated electric utilities serving
North Carolina, but also includes information from other records and Commission files.
Much of the material was gathered in Docket No. E-100, Sub 128, Investigation of
Integrated Resource Planning in North Carolina — 2010/2011.
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3. OVERVIEW OF THE ELECTRIC UTILITY

INDUSTRY IN NORTH CAROLINA

There are three regulated investor-owned electric utilities (I0Us) operating in North
Carolina subject to the jurisdiction of the Commission. All three of the I0Us own
generating facilities. They are Carolina Power & Light Company, doing business as
Progress Energy Carolinas, Inc. (Progress), whose corporate office is in Raleigh; Duke
Energy Carolinas, LLC (Duke), whose corporate office is in Charlotte; and Virginia Electric
and Power Company (VEPCOQO), whose corporate office is in Richmond, Virginia, and
which does business in-North Carolina under the name Dominion North Carolina Power
(NC Power). A map outlining the areas served by the IOUs can be found at the back of
this report.

Duke and Progress, the two largest 10Us, together supply about 96% of the utility
generated electricity consumed in the state. As of December 31, 2011, Duke had
1,854,000 customers-located in North Carolina, and Progress had 1,279,000, Each also
has customers in South Carolina. NC Power supplies approximately 4% of the state’s
utility generated electricity. It has 119,000 customers in North Carolina. The large majority
of its corporate operations are in Virginia, where it does business under the name of
Dominion Virginia Power. About 16% of the IOUs’ North Carolina electric sales are to the
wholesale market, consisting primarily of electric membership corporations and
municipally-owned electric systems.

Based on annual reports submitted to the Commission for the 2011 reporting
period, the gigawatt-hour (GWh) sales for the electric utilities in North Carolina are
summarized in Table 1.

Table 1: Electricity Sales of Regulated Utilities in North Carolina

Total GWh Sales*
NC Retail NC Wholesale {NC Plus Other
GWh* GWh* States)
2011 2010 2011 2010 2011 2010
Progress 37,3531 39,075 12,360 13,704 | 56,223 | 59,702
Duke 55,405 | 57,843 5213 5032| 82,127 | 85,443
NC Power 4177 4 330 914 868 | 82,325| 84,605

*GWh = 1 Million kWh (kilowatthours)

The Commission does not regulate the retail rates of municipally-owned electric
systems or electric membership corporations. However, the Commission does have
jurisdiction over the licensing of all new electric generating plants and large scale
transmission facilities built in North Carolina. Commission Rule R8-60(b) specifies that the
IRP process is applicable to the North Carolina Electric Membership Corporation



(NCEMC), and any individual electric membership corporation (EMC) to the extent that it is
responsible for procurement of any or all of its individual power supply resources.

EMCs are independent, non-profit corporations. There are 31 EMCs serving
1,047,000 customers in North Carolina, including 26 that are headquartered in the state.
The other five are headquartered in adjacent states. These EMCs serve customers in
95 of the state's 100 counties. Twenty-five of the EMCs are members of NCEMC, an
umbrelia service organization. NCEMC is a generation and transmission services
cooperative that provides wholesale power and other services to its 25 members.
NCEMC's peak load growth is projected to be approximately 1.6% per year during the
2012-2026 summer seasons. Load data for NCEMC is shown in Appendix 6.

Six EMCs operating in the state are not members of NCEMC. As noted above, five
are incorporated in contiguous states and provide service in limited areas across the
border into North Carolina. The sixth is French Broad EMC, which has agreed to provide
appropriate information to NCEMC for inclusion in NCEMC’s IRP filings.

Since 1980, NCEMC has been a part owner in the baseload Catawba Nuclear
Station located in York County, South Carolina. Duke operates and maintains the station,
which has been operational since 1985. NCEMC's ownership share consists of 61.51% of
Unit 1, approximately 704 megawatts (MW) and 30.754% in the common support facilities
of the station. NCEMC's ownership entittement is guaranteed through a reliability
exchange between the Catawba Nuclear Station and Duke's McGuire Nuclear Station
located in Mecklenburg County. The reliability exchange results in an effective guaranteed
capacity of 681.9 MW. Additionally, Duke may purchase surplus energy generated from
NCEMC's portion of the Catawba Nuclear Station. As an alternative, this surplus may be
sold on a wholesale basis to a third party.

NCEMC owns and operates 622 MW of combustion turbines (CT) on a site in Anson
County and a site in Richmond County (Hamlet CT Piant). These peaking resources
operate on natural gas as primary fuel, with diesel storage on-site as a secondary fuel.
These units have been in commercial operation since 2007.

On August 25, 2010, NCEMC received a Certificate of Public Convenience and
Necessity (CPCN) for a sixth generating unit (56 MW) at the Hamlet CT Plant. NCEMC
expects to achieve commercial operation of the sixth generating unit in Spring 2013. The
addition of a sixth CT will result in a total Hamlet CT Plant output of 339 MW. '

NCEMC also owns and operates two diesel-powered generating stations on the
Outer Banks of North Carolina (located on Ocracoke Island and in Buxton). These
peaking units, which began commercial operation in 1991, have a combined capacity of
18 MW and are used primarily for peak shaving and voltage support. Also, most EMCs
receive an allocation of hydroelectric power from the Southeastern Power Administration
(SEPA). NCEMC has no plans to retire any generating units at this time.



Exercising their right to cease full participation in NCEMC’s power supply program,
five members of NCEMC gave notice that they will be responsible for their future power
supply resources. NCEMC refers to these EMCs as Independent Members. Blue Ridge
EMC (Blue Ridge), EnergyUnited EMC (EnergyUnited), Piedmont EMC (Piedmont),
Rutherford EMC (Rutherford), and Haywood EMC (Haywood) are Independent Members.
Under a Wholesale Power Supply Agreement (WPSA), NCEMC is obligated to supply
Independent Members with electric power and energy from existing contract and
generation resources. To the extent that the electric power and energy supplied under the
WPSA is not sufficient to meet the electric energy requirements of its customers, the
Independent Members must independently arrange for purchases of additional electric
power from a third party, or parties.

On December 17, 2007, Blue Ridge EMC entered into a Full Requirements Power
Purchase Agreement with Duke. As a result, the Blue Ridge electric load is now included
in Duke’s IRP. Load data for the other independent Members is shown in Appendices 7, 8,
9, and 10.

The service territories of NCEMC's member EMCs are located within the control
areas of Progress, Duke, and NC Power. Therefore, NCEMC's system consists of
three distinct areas known as supply areas. Historically, NCEMC planned for each of these
supply areas separately, primarily serving load with all requirements purchased power
contracts with the control area power supplier, plus its ownership share of the Catawba
Nuclear Station. Renegotiation of certain power supply contracts and the introduction of
new resources into NCEMC's power supply portfolio have provided the flexibility to serve
load in multiple supply areas using the same resource. To the extent that firm transmission
access is obtained and maintained, NCEMC continues to serve all its members as a single
integrated system.

NCEMC currently purchases wholesale electricity from Progress, Duke, Dominion,
American Electric Power, South Carolina Electric & Gas (SCE&G), Southern Power and
SEPA. NCEMC and its Independent Member EMCs will continue to ensure system
reliability through either purchasing reserves as part of their power supply contracts or
procuring the necessary reserves independently.

NCEMC and Progress executed a Tolling Agreement whereby NCEMC will toll the
output of NCEMC's Anson facilty to Progress from January 1, 2013 through
December 31, 2032. Under this agreement, NCEMC owns and maintains the Anson
facility for the exclusive use of meeting the joint needs of NCEMC and Progress. Progress
will purchase, schedule, and deliver natural gas and fuel oil in order to meet these dispatch
requirements. In addition, NCEMC and Southern Power have a baseload sale agreement.
Under this agreement NCEMC has agreed to sell 100 MW to Southern Power. This sale
started on January 1, 2012 and ends on December 31, 2021.

In addition to the EMCs, there are about 75 municipal and university owned electric
distribution systems serving approximately 570,000 customers in North Carolina. Most of
these systems are members of ElectriCities, an umbrella service organization.



ElectriCities is a non-profit organization that provides many of the technical, administrative,
and management services needed by its municipally-owned electric utility members in
North Carolina, South Carolina, and Virginia.

New River Light and Power, located in Boone, and Western Carolina University,
located in Cullowhee, are both university-owned members of ElectriCities. Unlike other
members of ElectriCities, the rates charged to customers by these two small distribution
companies require Commission approval.

ElectriCities is a service organization for its members, not a power supplier.
Fifty-one of the North Carolina municipals are participants in one of two municipal power
agencies which provide wholesale power to their membership. ElectriCities’ largest activity
is the management of these two power agencies. The remaining members buy their own
power at wholesale.

One agency, the North Carolina Eastern Municipal Power Agency (NCEMPA), is
the wholesale supplier to 32 cities and towns in eastern North Carolina. NCEMPA owns
portions of five Progress generating units (about 700 MW of coal and nuclear capacity).
NCEMPA also has Supplemental Load Agreements with Progress that run through 2017.
These contracts provide for additional power when load requirements exceed the capacity
NCEMPA owns. ' _

The other power agency is North Carclina Municipal Power Agency No. 1
(NCMPA1), which is the wholesale supplier to 19 cities and towns in the western portion of
the state. NCMPA1 has a 75% ownership interest (832 MW) in Catawba Nuclear Unit 2,
which is operated by Duke. It also has an exchange agreement with Duke that gives
NCMPA1 access to power from the McGuire Nuclear Station and Catawba Unit 1.

NCMPA1 purchases power through bilateral agreements with other generators to
obtain its requirements above its Catawba entitlement. To meet its supplemental power
requirements, NCMPA1 has purchase power agreements with Duke, Southemn Power,
Georgia Power, and SEPA. NCMPA1 also owns 65 MW of diesel-fueled distributed
generation located at certain city delivery points, and has contracts for an additional
88 MW of generation owned by municipalities and retail customers which is available
during times of high demand and spiking wholesale prices. NCMPA1 also owns two gas
turbine generators located in Monroe that provide an additional 24 MW of peaking and
reserve capacity.

The Tennessee Valley Authority (TVA), which generates electricity from coal,
nuclear, and hydroelectric plants, sells energy directly to the Murphy, North Carolina,
Power Board, and to three out-of-state cooperatives that supply power to portions of North
Carolina: Blue Ridge Mountain EMC, Tri-State EMC, and Mountain Electric Cooperative.
These distributors of TVA power are located in six North Carolina counties and serve over
33,000 households and 8,300 commercial and industrial customers. The North Carolina
counties served by distributors of TVA power are Avery, Burke, Cherokee, Clay,
McDowell, and Watauga. '



TVA owns and operates four hydroelectric dams in North Carolina with a combined
generation capacity of 523 MW, The dams are Apalachia and Hiwassee in Cherokee
County, Chatuge in Clay County, and Fontana in Swain and Graham counties. TVA owns
and/or maintains 10 substations and switchyards and nearly 119 miles of transmission line
in North Carolina.

4. THE HISTORY OF INTEGRATED RESOURCE
PLANNING IN NORTH CAROLINA

Integrated resource planning is an overall planning strategy which examines
conservation, energy efficiency, load management, and other demand-side measures in
addition to utility-owned generating plants, non-utility generation, renewable energy, and
other supply-side resources in order to determine the least cost way of providing electric
service. The primary purpose of integrated resource planning is to integrate both
demand-side and supply-side resource planning into one comprehensive procedure that
weighs the costs and benefits of all reasonably available options in order to identify those
options which are most cost-effective for ratepayers consistent with the obligation to
provide adequate, reliable service.

Initial IRP Rules

By Commission Order dated December 8, 1988, in Docket No. E-100, Sub 54,
Commission Rules R8-56 through R8-61 were adopted to define the framework within
which integrated resource planning takes place. Those rules incorporated the analysis of
probable electric load growth with the development of a long-range plan for ensuring the
availability of adequate electric generating capacity in North Carolina as required by
G.S. 62-110.1(c).

The initial IRPs were filed with the Commission in April 1989. In May of 1990, the
Commission issued an Order in which it found that the initial IRPs of Progress, Duke, and
NC Power were reasonable for purposes of that proceeding and that NCEMC should be
required to participate in all future IRP proceedings. By an' Order issued in
December 1992, Rule R8-62 was added. It covers the construction of electric transmission
lines.

The Commission subsequently conducted a second and third full analysis and
investigation of utility IRP matters, resulting in the issuance of Orders Adopting Least Cost
Integrated Resource Plans on June 29, 1993, and February 20, 1996. A subsequent round
of comments included general endorsement of a proposal that the twofthree year IRP filing
cycle, plus annual updates and short-term action plans, be replaced by a single annual
filing. There was also general support for a shorter planning horizon than the fifteen years

required at that time.



Streamlined IRP Rules (1998)

In April 1998, the Commission issued an Order in which it repealed Rules R8-56
through R8-59 and revised Rules R8-60 through R8-62. The new rules shortened the
reported planning horizon from 15 to 10 years and streamlined the IRP review process
while retaining the requirement that each utility file an annual plan in sufficient detail to -
allow the Commission to continue to meet its statutory responsibilities under
G.S. 62-110.1(c) and G.S. 62-2(a)(3a).

These revised rules allowed the Public Staff and any other intervenor to file a report,
evaluation, or comments concerning any utility's annual report within 80 days after the
utility filing. The new rules further allowed for the filing of reply comments 14 days after any
initial comments had been filed and required that one or more public hearings be held. An
evidentiary hearing to address issues raised by the Public Staff or other intervenors could
be scheduled at the discretion of the Commission.

In September 1998, the first IRP filings were made under the revised rules. The
Commission concluded, as a part of its Order ruling on these filings, that the reserve
margins forecast by Progress, Duke, and NC Power indicated a much greater reliance
upon off-system purchases and interconnections with neighboring systems to meet
unforeseen contingencies than had been the case in the past. The Commission stated that
it would closely monitor this issue in future IRP reviews.

In June 2000, the Commission stated in response to the IOUs’ 1999 IRP filings that it
did not believe that it was appropriate to mandate the use of any particular reserve margin
for any jurisdictional electric utility at that time. The Commission concluded that it would be
more prudent to monitor the situation closely, to allow all parties the opportunity to address
this issue in future filings with the Commission, and to consider this matter further in
subsequent integrated resource planning proceedings. The Commission did, however,
want the record to clearly indicate its belief that providing adequate service is a
fundamental obligation imposed upon all jurisdictional electric utilities, that it would be
actively monitoring the adequacy of existing electric utility reserve margins, and that it
would take appropriate action in the event that any reliability problems developed.

Further orders required that IRP filings include a discussion of the adequacy of the
respective utility’s transmission system and information concerning levelized costs for
various conventional, demonstrated, and emerging generation technologies.

Order Revising Integrated Resource Planning Rules — July 11, 2007

A Commission Order issued on October 19, 2006, in Docket No. E-100, Sub 111,
opened a rulemaking proceeding to consider revisions to the IRP process as provided for
in Commission Rule R8-60. On May 24, 2007, the Public Staff filed a Motion for Adoption
of Proposed Revised Integrated Resource Planning Rules setting forth a proposed
Rule R8-60 as agreed to by the various parties in that docket. The Public Staff asserted
that the proposed rule addressed many of the concerns about the IRP process that were
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raised in the 2005 IRP proceeding and balanced the interests of the utilities, the
environmental intervenors, the industrial intervenors, and the ratepayers. Without detailing
all of the changes recommended in its filing, the Public Staff noted that the proposed rule
expressly required the utilities to assess on an ongoing basis both the potential benefits of
reasonably available supply-side energy resource options, as well as programs to promote
demand-side management. The proposed rule also substantially increased both the level
of detail and the amount of information required from the utilities regarding those
assessments. Additionally, the proposed rule extended the planning horizon from 10 to
15 years, so the need for additional generation would be identified sooner. The information
required by the proposed rule would also indicate the projected effects of demand
response and energy efficiency programs and activities on forecasted annual energy and
peak loads for the 15-year period. The Public Staff also noted that the proposed rule
provided for a biennial, as opposed to annual or triennial, filing of IRP reports with an
annual update of forecasts, revisions, and amendments to the biennial report. The Public
Staff further noted that adoption of the proposed Rule R8-60 would necessitate revisions
to Rule R8-61(b) to reflect the change in the frequency of the filing of the IRP reports.

With the addition of certain other provisions and understandings, the Commission
ordered that revised Rules R8-60 and R8-61(b), attached to its Order as Appendix A,
should become effective as of the date of its Order, which was entered on July 11, 2007.
However, since the utilities might not have been able to comply with the new requirements
set out in revised Rule R8-60 in their 2007 IRP filings, revised Rule R8-60 was ordered to
be applied for the first time to the 2008 IRP proceedings in Docket No. E-100, Sub 118.
These new rules were further refined in Docket No. E-100, Sub 113 to address the
implementation of Senate Bill 3 requirements.

2010 Biennial and 2011 Annual Update IRP Proceedings
{Docket No. E-100, Sub 128)

2010 Biennial IRPs and 2011 Annual Update IRPs were filed by the following
IOUs: Progress, Duke, NC Power, and the following EMCs: NCEMC, Rutherford,
Piedmont, Haywood, and EnergyUnited. In addition, REPS compliance plans were
submitted by the I0Us, GreenCo Solutions, Inc. (Grr-:-enCo),1 Halifax EMC (Halifax), and
EnergyUnited.

In addition to the Public Staff, the following parties intervened in this docket: the
Carolina Industrial Group for Fair Utility Rates I, Il, and lll; the North Carolina
Sustainable Energy Association; the Public Works Commission of the City of
Fayetteville; Nucor Steel-Hertford; the North Carolina Waste Awareness & Reduction
Network; the Southern Alliance for Clean Energy; and the Carolina Utility Customers

' GreenCo filed consolidated REPS compliance plans on behalf of Albemarle EMC, Brunswick EMC,
Cape Hatteras EMC, Carteret-Craven EMC, Central EMC, Edgecombe-Martin County EMC, Four County
EMC, French Broad EMC, Haywood, Jones-Onslow EMC, Lumbee River EMC, Pee Dee EMC, Piedmont,
Pitt & Greene EMC, Randolph EMC, Roanoke EMC, South River EMC, Surry-Yadkin EMC, Tideland
EMC, Tri-County EMC, Union EMC, and Wake EMC.
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Association, Inc. The intervention of the Attorney General was recognized pursuant to
G.S. 62-20.

Public Hearings were held for both the 2010 Biennial IRP and 2011 Annual Update
IRP proceedings. The Commission’s May 30, 2012 Order approving the 2011 Annual
Update IRPs and 2011 REPS compliance plans, which includes the procedural history,
can be found in the back of this report as Appendix 1. The October 26, 2011 Order
approving the 2010 Biennial IRPs and 2010 REPS compliance plans is included as
Appendix 2.

5. LOAD FORECASTS AND PEAK DEMAND

Forecasting electric load growth into the future is, at best, an imprecise
undertaking. Virtually all forecasting tools commonly used today assume that certain
historical trends or relationships will continue into the future and that historical correlations
give meaningful clues to future usage patterns. As a result, any shift in such correlations or
relationships can introduce significant error into the forecast. Progress, Duke, and
NC Power each utilize generally accepted forecasting methods. Although their respective
forecasting models are different, the econometric techniques employed by each utility are
widely used for projecting future trends. Each of the models requires analysis of large
amounts of data, the selection of a broad range of demographic and economic variables,
and the use of advanced statistical techniques. ‘

With the inception of integrated resource planning, North Carolina’s electric utilities
have attempted to enhance forecasting accuracy by performing limited end-use forecasts.
While this approach also relies on historical information, it focuses on information relating
to specific electrical usage and consumption patterns in addition to general economic
relationships.

Table 2 illustrates the systemwide average annual growth rates in energy sales and
peak loads anticipated by Progress, Duke, and NC Power. These growth rates are based
on the utilities’ system peak load requirements. Detailed load projections for the respective
utilities are shown in Appendices 3, 4, and 5. Under normal weather patterns, the annual
summer peak demand remains higher than the winter peak demand for the three IOUs
serving North Carolina.
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Table 2: Forecast Annual Growth Rates for Progress, Duke, and NC Power
(After Energy Efficiency and Demand-Side Management are Included)
(2012 - 2026}

Summer Winter Energy
Peak Peak Sales
Progress 1.6% 1.8% 1.3%
Duke 1.8% 1.7% 1.8%
NC Power 1.4% 1.6% 1.6%

North Carolina utility forecasts of future peak demand growth rates are somewhat
higher than forecasts for the nation as a whole. The 2011-2021 Long-Term Reliability
Assessment by the North American Electric Reliability Corporation (NERC) indicates
that the national forecast of average annual growth in summer peak demand for the
period is 1.23%. This number is in line with that shown in NERC's prior year report of
1.27%.

Table 3 provides historical peak load information for Progress, Duke, and
NC Power.

Table 3: Summer and Winter Systemwide Peak Loads for Progress, Duke, and
NC Power Since 2007 (in MW)

Progress Duke NC Power
Summer Winter* Summer Winter” Summer Winter”
2007 12,656 11,991 18,988 16,460 19,688 17,028
2008 12,290 11,832 18,228 16,968 19,051 17,904
2009 11,796 12,531 17,397 17,282 18,137 17,612
2010 12,074 12,230 17,358 17,570 19,140 17,689
2011 12,094 11,338 17,651 16,002 20,061 16,881

*Winter peak following summer peak

6. GENERATION RESOURCES

Traditionally, the regulated electric utilities operating in North Carclina have met
most of their customer demand by installing their own generating capacity. These
generating plants are usually classified by fuel type (nuclear, coal, gas/oil, hydro, etc.) and
placed into three categories based on operational characteristics:
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(1) Baseload — operates nearly full cycle;

(2) Intermediate (also referred to as load following) — cycles with load increases
and decreases; and

(3} Peaking — operates infrequently to meet system peak demand.

Nuclear and large coal facilities serve as baseload plants and typically operate
more than 5,000 hours annually. Smaller and older coal and oil/gas plants are used as
intermediate load plants and typically operate between 1,000 and 5,000 hours per year.
Finally, CTs and other peaking plants usually operate less than 1,000 hours per year.

All of the nuclear generation units operated by the utilities serving North Carolina
have been relicensed so as to extend their operational lives. Duke has three nuclear
facilities with a combined total of seven individual units. The McGuire Nuclear Station
located near Huntersville is the only one located in North Carolina and it has
two generating units. The other Duke nuclear facilities are located in South Carolina. All of
Duke's nuclear units have been granted extensions of their original operating licenses by
the Nuclear Regulatory Commission (NRC). The new license expiration dates fall between
2033 and 2043.

Progress has four nuclear units divided among three locations. Two of the locations
are in North Carolina. The Brunswick facility, near Southport, has two units and the Harris
Plant, near New Hill, has one unit. The Robinscn facility, which alsc has one unit, is
located in South Carolina. The NRC has renewed the operating licenses for all of
Progress’s nuclear units. The new renewal dates run from 2030 to 2046.

NC Power operates two nuclear power stations with two units each. Both stations
are located in Virginia. All four units have been issued license extensions by the NRC. The
new license expiration dates range from 2032 to 2040. :

Hydroelectric generation facilities are of two basic types: conventional and pumped
storage. With a conventional hydroelectric facility, which may be either an impoundment or
run-of-river facility, flowing water is directed through a turbine to generate electricity. An
impoundment facility uses a dam to create a barrier across a waterway to raise the level of
the water and control the water flow; a run-of-river facility simply diverts a portion of a
river's flow without the use of a dam.

Pumped storage is similar to a conventional impoundment facility and is used by
Duke and NC Power for the large-scale storage of electricity. Excess electricity produced
at times of low demand is used to pump water from a lower elevation reservoir into a
higher elevation reservoir. When demand is high, this water is released and used to
operate hydroelectric generators that produce supplemental electricity. Pumped storage
produces only two-thirds to three-fourths of the electricity used to pump the water up to the
higher reservoir, but it costs less than an equivalent amount of additional generating
capacity. This overalt loss of energy is also the reason why the total “net’ hydroelectric
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generation reported by a utility with pumped storage can be significantly less than that
utility’s actual percentage of hydroelectric generating capacity.

Some of the electricity produced in North Carclina comes from non-utility
generation. In 1978, Congress passed the Public Utility Regulatory Policies Act (PURPA),
which established a national policy of encouraging the efficient use of renewable fuel
sources and cogeneration (production of electricity as well as another useful energy
byproduct — generally steam — from a given fuel source). North Carolina electric utilities
regularly utilize non-utility, PURPA-qualified, purchased power as a supply resource.

An additional source of renewable generation comes from a program called
NC GreenPower, which is a voluntary effort that uses financial contributions from North
Carolina citizens and businesses to help offset the cost of producing “green energy.” This
program is discussed in Section 8 of this report.

Another type of non-utility generation is power generated by merchant plants. A
merchant plant is an electric generating facility that sells energy on the open market. It is
often constructed without a native load obligation, a firm long-term contract, or any other
assurance that it will have a market for its power. These generating plants are generally
sited in areas where the owners see a future need for an electric generating facility, often
near a natural gas pipeline, and are owned by developers willing to assume the economic
risk associated with the facility's construction.

The current capacity mix generated by each IOU is shown in Table 4.

Table 4: Installed Utility Generating Capacity by Fuel Type
(Summer Ratings) for 2011

Progress Duke NC Power
Coal 39% 36% 27%
Nuclear 26% 34% 20%
Hydroelectric 2% 15% 12%
Qil and Natural Gas 33% 15% 40%
Wood/Biomass 0% 0% 1%

The actual generation usage mix, based on the megawatt-hours (MWh) generated
by each utility, reflects the operation of the capacity shown above, plus non-utility
purchases, and the operating efficiencies achieved by attempting to operate each source
of power as close to the optimum economic level as possible.

Generally, actual plant use is determined by the application of economic dispatch

principles, meaning that the start-up, shutdown, and level of operation of individual
generating units is tied to the incremental cost incurred to serve specific loads in order to
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attain the most cost effective production of electricity. The actual generation produced and
power purchased for each utility, based on monthly fuel reports filed with the Commission
for 2011, is provided in Table 5.

Table 5: Total Energy Resources by Fuel Type for 2011

Progress Duke NC Power
Coal 36% 42% 26%
Nuclear 43% 48% 28%
Net Hydroelectric* 1% 1% 0%
Qil and Natural Gas 13% 1% 12%
Wood/Biomass 0% 0% 1%
Purchased Power 7% 8% 33%

* See the paragraph on pumped storage in this section.

The purchased power amounts shown above include buyback transactions
associated with jointly owned coal and nuclear plants.

The Commission recognizes the need for a mix of baseload, intermediate, and
peaking facilites and believes that conservation, energy efficiency, peak-load
management, and renewable energy resources must all play a significant role in meeting
the capacity and energy needs of each utility.

Progress Generation ]

As of September 2012, Progress had 12,958 MW of installed generating capacity
{summer rating), including. about 700 MW jointly-owned with NCEMPA. This does not

include purchases and non-utility owned capacity.

The Company’s 2012 resource plan proposes to add 4,722 MW of new capacity
during the 2013-2027 period. This includes 920 MW of combined-cycle (CC) natural gas
generation at the Company’s Wayne County facility scheduled to go into service in
January, 2013, and 625 MW of CC generation at the Sutton Plant with an expected
in-service date of December, 2013. Incremental nuclear baseload additions totaling 550
MW, through regional partnerships, is shown in the 2017/2023 timeframe. In addition,
approximately 100 MW of planned uprates to existing facilities are projected through 2015.

Progress is currently in the process of retiring a number of existing coal units. It
retired its coal-fired Weatherspoon facility, located near Lumberton, on October 1, 2011,
the first retirement under the utility's fleet-modernization plan. Progress then officially

- closed its Lee coal plant, located near Goldsboro, on September 15, 2012.

The Cape Fear Plant near Moncure, and the Robinson coal-fired unit near Hartsville,

South Carolina, were retired on October 1, 2012. The Sutton Plant, located near
Wilmington, is scheduled to close in late 2013. Once these retirements are complete, the
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utility will have retired all of its coal-fired units that do not have advanced environmental
controls.

These retirements represent more than 1,600 MW, or approximately one-third of the
utility's coal-generating fleet. The utility will replace the retiring coal-fueled generating
capacity with CC plants fueled by natural gas.

The 2012 resource plan continues to contemplate the potential for regional
partnerships rather than full ownership of a nuclear facility. For long range planning
purposes, Progress assumed that shares of undesignated nuclear facilities would be
available in the marketplace. This generation could come from partnerships in self-build
nuclear facilities or from a partnership in another utility’s regional nuclear project. Under
this regional assumption, nuclear projects would be jointly undertaken by utilities in the
region with participating utilities and load serving organizations taking ownership stakes in
each others' projects. At this point in time, no specific plans for such partnerships have
been entered into and the nuclear blocks totaling 550 MVV that are shown in its resource
plan simply represent undesignated baseload generation for planning purposes.

Progress had previously announced that it was pursuing development of a combined
construction and operating license (COL) application to potentially construct new nuclear
facilities. That announcement was not a commitment to build a nuclear unit, but a
necessary step to keep open the option of building such a unit or units. In January 2006,
Progress announced that it had selected a site at the existing Harris Plant to evaluate for
possible future nuclear expansion. It selected the Westinghouse Advanced Passive
(AP) 1000 reactor design as the technology upon which to base its application. In
February 2008, Progress submitted its COL application to the NRC for the construction of
two additional reactors at the Harris site. If Progress receives COL approval from the NRC
and applicable state agency approvals, and if the decisions to build are made, Progress
stated that a new plant would not be online prior to 2027. At this time, though, no definitive
decision has been made to construct new nuclear facilities.

Duke Generation |

As of September 2012, Duke had 21,030 MW of installed generating capacity
(summer rating), excluding purchases and non-utility owned capacity. That total includes
generation jointly-owned with NCMPA1, NCEMC, and Piedmont Municipal Power Agency
produced at Duke's Catawba Nuclear Facility in South Carolina.

Duke has reported the following known or anticipated changes to its existing
company-owned generation resources:

New Cliffside Pulverized Coal Unit

The 825 MW Cliffside Unit 6 pulverized coal unit is expected to operate at 50-100% output
for systems and equipment guarantee testing through the summer of 2012. The unit is
expected to be declared commercial in December of 2012.
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Bridgewater Hydro Powerhouse Upgrade

Bridgewater Hydro Station generating upgrades were operational November 2011. The
previous generating units were replaced by two 15 MW units and a small 1.5 MW unit
representing an 8.5 MW increase in station capability. The new generating units will be
used to meet continuous release requirements and system peak.

Buck CC Natural Gas Unit

The new Buck CC unit was operational November 2011. The 620 MW CC generating
station utilizes state-of-the-art environmental control technology to minimize plant
emissions.

Dan River CC Natural Gas Unit

The 620 MW Dan River CC unit is scheduled to be operaticnal by the end of 2012.

Lee Steam Station Natural Gas Conversion

The Lee Steam Station was originally designed to generate with natural gas or coal as a
fuel source. Switching fuel sources from coal to natural gas could prove to be an economic
solution to avoid adding costly pollution control equipment or replacing the 370 MW of
capacity with a more costly alternative. Previous plans were for conversion of all three Lee
units to natural gas. However upon further evaluation, for IRP planning purposes, Lee
Units 1 and 2 will be retired as coal units with no plans for conversion to natural gas in
2015. Lee Unit 3 is assumed to be retired as a coal unit in the fourth quarter of 2014 and
converted to natural gas by January 1, 2015. Preliminary engineering and analysis has
been completed. Detailed project development and regulatory efforts began in 2011, and
will continue into 2012.

In addition, during the 2013-2027 timeframe, Duke is projecting the possible need for
800 MW of new CT generation in 2019, as well as 700 MW of new CC capacity in both
2016 and 2018. It is also considering nuclear uprates of 111 MW from 2013 to 2015, plus
the possible addition of 2,234 MW of new nuclear capacity as discussed below.

Duke currently forecasts the retirement of up to 1,080 MW of additional existing
coal-fired capacity in 2015. This retirement forecast is used by Duke for planning purposes
rather than as firm commitments concerning specific units to be retired and/or their exact
retirement dates. The conditions of the units are evaluated annually and decision dates are
revised as appropriate. Duke will develop orderly retirement plans that consider the
implementation, evaluation, and achievement of energy efficiency goals, system reliability
considerations, long-term generation maintenance and capital spending plans, workforce
allocations, long-term contracts including fuel supply and contractors, long-term
transmission planning, and major site retirement activities.
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In 2005, Duke began work to pursue additional nuclear capacity. The Westinghouse
AP 1000 reactor technology was selected after an extensive review of multiple
technologies, and a contractor was chosen to assist Duke with application preparation. In
2006, a site in Cherokee County, South Carolina, was selected for the project.

The Company submitted an application for a COL and an environmental report to
the NRC on December 12, 2007. A supplement to the environmental report was filed
September 24, 2009. The NRC issued its Draft Environmental Impact Statement for the
William States Lee Il Nuciear Plant in December 2011.

Duke plans to continue to support the NRC evaluation of the COL. In March of
2012, the NRC issued a request for information letter to operating power reactor licensees
regarding recommendations of the Near-Term Task Force review of insights from the
Fukushima Dai-ichi accident. In April 2012, the NRC staff subsequently requested that
Duke update the Lee plant site-specific seismic analysis. This request impacted the
schedule for NRC issuance of the Lee Combined Operating License, moving the projected
Commercial Operation Date (COD) beyond the summer peak of 2021. Accordingly, Duke
has moved the COD for the Lee Nuclear Unit 1 to 2022, '

The Company continues to evaluate the optimal time to file the CPCN in South
Carolina, as well as pursue other relevant regulatory approvals. Duke will continue to
pursue available federal, state and local tax incentives and favorable financing options at
the federal and state level.

Duke’s analysis continues to affirm the potential benefits of new nuclear capacity in a
carbon-constrained future. The Company’s analysis considered a portfolio based on full
ownership of the 2,234 MW Lee Nuclear Station by the summer of 2022 and 2024, as well
as a portfolio that reflects regional nuclear generation equivalent to the MW associated
with Lee Nuclear Station distributed over 2017 to 2028. Regional nuclear is where two or
more partners plan collaboratively to stage multiple nuclear stations over a period of years
and each partner would own a portion of each station. The regional nuclear portfolio is
illustrative of the potential value to customers of a representative regional nuclear
generation plan. Duke continues to strongly support regional nuclear opportunities and is
actively pursuing this concept. As the Company announced in 2011, Duke has
agreements with JEA, located in Jacksonville, Florida, and with the Public Service
Authority of South Carolina (Santee Cooper). Duke has an agreement with Santee
Cooper to perform due diligence and potentially acquire an option for a minority interest (5
to 10% of the capacity of two units) in Santee Cooper's 45% ownership of the planned
new nuclear reactors at V.C. Summer Nuclear Generating Station in South Carolina. The
new Summer units are scheduled to be online in 2017 and 2018. JEA has signed an
option agreement to potentially purchase up to 20% of Lee Nuclear Station.

The Company's analysis indicates that the regional nuclear portfolio is lower cost to
customers in the base case and in most scenarios. However, the full nuclear portfalio was
chosen for the 2012 IRP preferred plan because there are no firm commitments in place at
this time for the regional nuclear portfolio. Although the regional nuclear portfolio assumes
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10% of the Summer station is purchased, the Company’s decision on whether and how
much to purchase will be based on many factors, including the results of the due diligence
related to Summer, the capacity need at the time of the decision, and the financial
implications of the purchase on the Company. Duke will continue to assess opportunities
to benefit from economies of scale and risk reduction in new resource decisions by
considering the prospects for joint ownership and/or sales agreements for new nuclear
generation resources.

NC Power / VEPCO Generation |

As of September 2012, NC Power had 17,603 MW of existing Company owned
generating capacity (summer rating). This excludes purchases and non-utility capacity. Of
this total, only 480 MW is located in North Carolina.

On July 10, 2012, Virginia City Hybrid Energy Center (VCHEC) located in Wise
County, Virginia, came into service. Construction first began on this 585 MW clean coal
unit in June 2008. VCHEC provides baseload capacity and energy to the Company's
service territory. VCHEC's advanced design allows the plant to consume up to 20%
biomass fuel such as wood waste and wood byproducts, which are renewable fuel
resources. The Company plans to gradually increase VCHEC's consumption level of
renewable fuel to 10% by 2020.

To meet expected load growth, the Company filed for a CPCN with the State
Corporation Commission of Virginia {(SCC) to construct and operate the Warren County
Power Station, a 1,337 MW CC facility located in Warren County, Virginia. On
February 27, 2012, the Company officially began construction of the station. The station
will generate enough electricity for more than 300,000 homes at peak demand, which is
critical to the Company’s strategy to meet the growing need for electricity. The station is
targeted for commercial operation by 2015.

In addition, the SCC granted approval to convert the Altavista, Hopewell and
Southampton Power Stations from coal to biomass on March 16, 2012. Each baseload
unit has a capacity of 51 MW. The three similar power stations went into operation in
1992. Conversion of these stations is expected to result in overall reductions of SO, NO,,
and particulate emissions. The conversions are projected to increase the capacity factors
of these units, and provide economical baseload energy and environmental benefits to the
Commonwealth of Virginia over the next 25 years. Construction of the Altavista
conversion started on May 29, 2012. The repowered stations are expected to be fully
operational as biomass units by the end of 2013. In addition, the Company has plans to
repower two coal-fired units at its Bremo facility (227 MW) from coal to natural gas by
2014.

On February 28, 2012, the Company announced its plans to construct a new
generating facility in Brunswick County, Virginia, which will be a highly efficient CC similar
in design to the Company’s Warren County Power Station. The Company expects to
apply for a CPCN with the SCC later this year for approval to build the station. The
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Brunswick County Power Station would have a generating capacity of more than
1,375 MW and could produce enough electricity to power over 300,000 homes. Based on
the Company’'s current schedule; this plant will be available to meet 2016 peak capacity
and energy demand.

On November 27, 2007, the NRC issued.an Early Site Permit (ESP) to the
Company's affiliate, Dominion Nuclear North Anna, LLC, for a site located at the
Company's existing North Anna Power Station for a third unit. Also on
November 27, 2007, the Company and Old Dominion Electric Cooperative (ODEC) filed
an application with the NRC for a COL to build and operate a new nuclear reactor. On
October 31, 2008, the NRC approved the transfer of the ESP to the Company and ODEC.
The merger of Dominion Nuclear North Anna, LLC into the Company became effective on
December 1, 2008.

In March 2009, the Company issued a Request for Proposals (RFP) to license,
engineer, procure, and construct a third nuclear unit at the North Anna Power Station. The
Company selected Mitsubishi Heavy Industry’'s United States Advanced
Pressurized-Water Reactor (APWR) for the design of the planned nuclear unit, although
no EPC contract has been signed to date. The Company filed its amended COL on
June 30, 2010, with the NRC referencing the Mitsubishi technology for North Anna 3. In
February 2011, ODEC informed the Company of its intent to no longer participate in the
development of North Anna 3.

In April 2012, the Virginia State Water Control Board unanimously approved a
permit to allow the planned North Anna 3 unit to withdraw water from Lake Anna to
operate a new reactor at North Anna Power Station in Louisa County. The Company
currently estimates that the NRC would be positioned to issue design certification during
2015 and that the North Anna 3 COL approval would then occur later in 2015.

To date, the Company has not committed to build North Anna 3 and does not
expect it to be operational before 2024 if it does. The Company however intends to
maintain the option for development of North Anna 3 for several key reasons.

a) North Anna 3 will provide 1,453 MW of much needed baseload capacity (summer
rating) to the region in the latter portion of the Planning Period while enhancing
system reliability;

b) Nuclear power is nearly emission-free, emitting little to no greenhouse gases;

¢) North Anna 3 will assist with fuel diversity within the Company's generation
portfolio, which in turn, promotes fuel price stability for customers; and

d) Nuclear power is the lowest cost fully dispatchable (non-gas) baseload generating
option. '
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NC Power is currently forecasting the retirement of 918 MW of coal-fired generation
at its Chesapeake Energy Center and Yorktown facility by 2015. It also has plans to retire
additional CT generation through 2018. Prior to the actual retirement of any older coal and
CT units, the condition and economics of these units will be evaluated by NC Power and
the unit retirement dates may be revised.

7. RELIABILITY AND RESERVE MARGINS

An electric system’s reliability is its ability to continuously supply all of the demands
of its consumers with a minimum interruption of service. It is also the ability of an electric
system to withstand sudden disturbances, such as short circuits or sudden loss of system
components due to scheduled or unscheduled outages. The reliability-of an electric’
system is a function of the number, size, fuel type, and age of the utility’s power plants; the
different types and numbers of interconnections the utility has with neighboring electric
utilities; and the environment to which its distribution and transmission systems are
exposed.

There are several measurements of reliability utilized in the electric utility industry.
Generally, they are divided between probabilistic measures (loss of load probability and
the frequency and duration of outages) and non-probabilistic measures (reserve margin
and capacity margin). One of the most widely used measures is the reserve margin.

The reserve margin is the ratio of reserve capacity to actual needed capacity
(i.e., peak load). It provides an indicator of the ability of an electric utility system to continue
to operate despite the loss of a large block of capacity (generating unit outage and/or loss
of a transmission line), deratings of generating units in operation, or actual load exceeding
forecast load. A similar indicator is capacity margin, which is the ratio of reserve capacity
to total overall capacity (i.e., reserve capacity plus actual needed capacity). Although
reserve margin was the exclusive industry standard term for many years, capacity margin
has also been widely used in recent years. This report continues to utilize reserve margin
terminology.

It is difficult, if not impossible, to plan for major generating capacity additions in such
a manner that constant reserve margins are maintained. Reserve margins will generally be
lower just prior to placing new generating units into service and greater just after new
generating units come online.

In earlier years, a 20% reserve margin was considered appropriate for long-range
planning purposes. In recent years, the Commission has approved IRPs containing
reserve margins lower than 20%. Adequate reliability can be preserved despite these
lower reserve margins because of the increased availability of emergency power supplies
from the interconnection of electric power systems across the country, the increasing
efficiency with which existing generating units have been operated, and the relative size of
utility generating units compared to overall load.
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Forecasted yearly reserve margins for Progress, Duke, and NC Power are shown in
Appendices 3, 4, and 5. The summer reserve margins currently projected by each IOU are
illustrated in Table 6.

Table 6: Projected Summer Reserve Margins for Progress, Duke, and NC Power
(2012-2026)

Reserve Margins
Progress 14.0% — 27.0%
Duke 16.4% — 24.3%
NC Power 11.0% - 17.3%

While coal and nuclear continue to remain the most widely used fuels in our area,
many of the generation facilities constructed in recent years use natural gas as their
primary fuel, particularly for generators designed to provide intermediate and peaking
capability, and recently, because of significantly lower natural gas prices. With relatively
short construction lead times, natural gas generating units are efficient and produce
relatively low emissions. Fuel deliverability, however, is a concern because of the nature of
the infrastructure that delivers natural gas to the generating stations. Some regions of
North America are served only by a few, or even a single, pipeline system. North Carolina,
in fact, is almost entirely dependent on Transco Gas Pipeline for its natural gas
requirements.

8. RENEWABLE ENERGY AND ENERGY EFFICIENCY

Renewable Energy and Energy Efficiency Portfolio Standard (REPS)

On August 20, 2007, with the signing of Senate Bill 3, North Carolina became the
first state in the Southeast to adopt a REPS. Under this law, investor-owned electric
utilities are required to increase their use of renewable energy resources and/or energy
efficiency such that those sources meet 12.5% of their needs in 2021. EMCs and
municipal electric suppliers are subject to a 10% REPS requirement. The requirements
under the law phase in over time. In 2010, electric power suppliers were required to
ensure that 0.02% of their retail electric sales in North Carolina come from solar energy
resources. Additional requirements are effective in 2012 and subsequent years.

On September 27, 2012, the Commission submitted its fourth annual report to the
Governor, the Environmental Review Commission, and the Joint Legislative Commission
on Governmental Operations regarding Commission implementation of, and electric
power supplier compliance with, the REPS. In addition, on September 28, 2011, the
Commission filed its second biennial report to the same entities regarding cost allocations
as required by Senate Bill 3. That report discusses allocations of utility costs for
renewable energy, demand-side management/energy efficiency, and fuel and fuel related
charges. Both reports are available on the Commission’s web site, www.ncuc.net.
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Senate Bill 3 requires the Commission to monitor compliance with REPS and to
develop procedures for tracking and accounting for renewable energy certificates
(RECs). In 2008 the Commission opened Docket No. E-100, Sub 121 and established a
" stakeholder process to propose requirements for a North Carolina Renewable Energy
Tracking System (NC-RETS). On October 19, 2009, the Commission issued an RFP via
which it selected a vendor, NYSE Blue, to design, build, and operate the tracking
system. NC-RETS began operating July 1, 2010, consistent with the requirements of
Session Law 2009-475.

Members of the public can access the NC-RETS web site at www.ncrets.org.
The site’s “resources” tab provides information regarding REPS activities and NC-RETS
account holders. NC-RETS also provides an electronic bulletin board where RECs can

be offered for purchase.

As of October 26, 2012, NC-RETS had issued 8,273,500 renewable energy
certificates and 1,504,390 energy efficiency cenrtificates. In addition, 4,267,397
renewable energy certificates had been imported into NC-RETS accounts. (These
certificates were issued by registries located outside of North Carolina.) About 255
organizations, including electric power suppliers and owners of renewable energy
facilities, have established accounts in NC-RETS. About 468 renewable energy facilities
participate as “"projects” in NC-RETS, which means that NC-RETS issues renewable
energy certificates to the facility owners based on the facilities’ energy output.

2010 and 2011 REPS Compliance

For 2010 and 2011, each electric power supplier was subject to a .02% of retail
sales REPS obligation. At the end of 2010 and 2011, each electric power supplier was
required to have placed solar RECs that they acquired to meet their 2010 and 2011
REPS solar set-aside obligation into a compliance account within NC-RETS. When the
Commission concluded its review of each electric power supplier's REPS compliance
report, the associated RECs were permanently retired.

On August 23, 2011, the Commission approved 2010 REPS compliance for
Duke, Blue Ridge, the City of Concord, the Town of Dallas, the Town of Forest City, the
City of Highlands, the City of Kings Mountain and Rutherford. On November 10, 2011,
the Commission approved 2010 REPS compliance for Progress, and the towns of
Waynesville, Black Creek, Lucama, Sharpsburg and Stantonsburg. On December 15,
2011, the Commission approved 2010 REPS compliance for NC Power and the Town of
Windsor. On May 14, 2012, the Commission approved 2010 REPS compliance for
EnergyUnited, Fayetteville Public Works Commission, GreenCo, NCEMPA, NCMPA1,
TVA (which complied on behalf of Tri-State EMC, Mountain EMC, Blue Ridge Mountain,
and Murphy Electric Power Board), Halifax, the Town of Enfield and the Town of
Fountain. All North Carolina electric power suppliers met their 2010 REPS obligation.
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On August 15, 2012, the Commission approved 2011 REPS compliance for
Duke, Blue Ridge, the City of Concord, the Town of Dallas, the Town of Forest City, the
City of Highlands, the City of Kings Mountain and Rutherford.

On September 6, 2012, the Commission scheduled a hearing to be held on
November 20, 2012, regarding the 2011 REPS compliance of NC Power and the Town
of Windsaor.

On September 18, 2012, the Commission held a hearing regarding the 2011
REPS compliance of Progress and the towns of Waynesville, Black Creek, Lucama,
Sharpsburg and Stantonsburg. That matter remains pending before the Commission.

On September 28, 2012, the Commission issued an order requesting that the
Public Staff review and file comments by December 7, 2012, regarding the 2011 REPS
compliance of EnergyUnited, Fayetteville Public Works Commission, GreenCo,
NCEMPA, NCMPA1, TVA (which filed on behalf of Tri-State EMC, Mountain EMC, Blue
Ridge Mountain EMC, and Murphy Electric Power Board), Halifax (including the Town of
Enfield), Oak City, and the towns of Fountain and Winterville.

2012 REPS Compliance

Starting in 2012, North Carolina’s electric power suppliers are subject to an
increased solar obligation of .07% of retail sales. In addition, starting in 2012 they are
subject to: 1) a general REPS obligation of 3% of retail sales; 2) a swine waste resource
obligation of .07% of retail sales, and 3) their pro-rata share of a 170,000
megawatt-hour statewide aggregated poultry waste resource obligation.

On May 16, 2012, the Commission issued an Order requiring all electric power
suppliers to submit updates regarding their plans for meeting the 2012 swine and
pouitry waste REPS obligation. That Order stated that the REPS compliance plans that
had been filed in 2011, and the Public Staff's comments regarding those plans, called
into question whether the electric power suppliers would meet their 2012 swine and
poultry waste resource obligations. Subsequently, the electric power suppliers
requested that their 2012 and 2013 swine and poultry waste obligations be delayed by
two years. The Commission held an evidentiary hearing in the matter on August 28 and
29, 2012, and this matter is pending before the Commission.

Energy Efficiency

Electric power suppliers in North Carolina are required to implement
demand-side management (DSM) and energy efficiency (EE) measures and use
supply-side resources to establish the least cost mix of demand reduction and
generation measures that meet the electricity needs of their customers. Energy
reductions through the implementation of DSM and EE measures may also be used by
the electric power suppliers to comply with REPS. Duke, Progress, NC Power,
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EnergyUnited, Halifax, and GreenCo have filed for and received approval for EE and
DSM programs.

On September 1, 2011, the Commission filed its second biennial report to the
Governor and the Joint Legislative Commission on Governmental Operations regarding
proceedings for electric utilities involving EE and DSM cost recovery and incentives.
That report lists the DSM and EE programs that have been reviewed by the
Commission, and is available on the Commission’s web site.

NC GreenPower

Formed in 2003, NC GreenPower is a statewide, nonprofit organization, the first
in the nation of its kind, working to help improve the quality of the environment in North
Carolina. NC GreenPower accepts voluntary contributions from residents and
businesses that donate directly or through their utility bills to support local renewable
energy and carbon offset projects. NC GreenPower partners with nearly all electric
utilities across the state. They help by marketing the program to their customers and
collecting donations for NC GreenPower through utility bills. All of the money is then
simply passed over to NC GreenPower. Renewable energy funds are used to pay
approved generators across the state for each kilowatt hour of green energy they
produce and put onto the electric grid from their project. Carbon offset contributions are
used to pay carbon mitigation projects, like landfill and animal waste methane capture,
for every pound of greenhouse gas that is mitigated from their project. Funds support
local projects and help create N.C. jobs.

As of October 2012, NC GreenPower has agreements with 623 renewable
energy generators, including 598 small solar photovoltaic (PV), 15 large solar PV, two
small hydroelectric facilities, five wind facilities (down from nine in 2011), and three
landfill methane facilities.

June 2012 reporting to the NC GreenPower Board of Directors showed a total of
11,366 North Carolina electric consumers are subscribed to the program. An estimated
22,557 100-kWh blocks of power per month — representing 27,068,014 kWh of
renewable energy - is delivered to the electric grid in North Carolina in a year, which is
enough to power about 2,000 homes. The Carbon Offset product had 415 customers
subscribed to 993 blocks of greenhouse gas mitigation (1,000 pounds each),
representing a total offset of 993,000 pounds of carbon dioxide equivalent per year.
Annually, these donations are the environmental equivalent of planting 5,249,412 trees.
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9. TRANSMISSION AND GENERATION
INTERCONNECTION ISSUES

Transmission Planning

The North Carolina Transmission Planning Collaborative (NCTPC) was
established in 2005. Participants (transmission-owning utilities, such as Duke and
Progress, and transmission-dependent utilities, such as municipal electric systems and
EMCs) identify the electric transmission projects that are needed to be built for reliability
and estimate the costs of those upgrades. The NCTPC's January 2012 report stated
that 11 major transmission projects are needed in North Carolina by the end of 2021 at
an estimated cost of $296 million.

The NCTPC’s report also provided the results of transmission studies regarding
various hypothetical future scenarios: 1) the impact of 5,000 MW of renewable wind
generation located off of the North Carolina coast; 2) the impact of 14 different power
transfers, ranging in size from 600 to 1,200 MW, across the Duke and Progress
boundaries with neighboring utilities; and 3) the impact of 1,000 MW of new generation
located near Duke's existing Buck plant. The complete report is available at
http.//www.nctpc.net/nctpc/home. jsp .

Pursuant to G.S. 62-101, a certificate of environmental compatibility and public
convenience and necessity from the Commission is needed before building a
transmission line of 161 kilovolts or more in size. On March 31, 2010, the Citizens to
Protect Kituwah Valley and Swain County jointly filed a complaint against Duke. The
complaint asserted that Duke should have been required to obtain such a certificate
prior to upgrading an existing single circuit 66-kV transmission line to a double circuit
161-kV transmission line in the same location. On April 13, 2011, the Commission
issued an order finding that Duke was not required to obtain a CPCN prior to building a
tie station or upgrading the related transmission line. However, the Commission
scheduled a hearing on the issue of whether Duke acted in a reasonable and
appropriate manner in its siting and construction of the transmission line. The hearing
was held August 2, 2011, in Bryson City. On December 28, 2011, the Commission
issued an Order Ruling on Complaint in which it found that Duke had not acted
unreasonably and inappropriately in its decisions and actions concerning the upgrade of
the Wests Mill Transmission Line.

In addition to their work within the NCTPC, Duke and Progress are part of an
inter-regional transmission planning initiative called the Southeast Interregional
Participation Process. This effort allows a transmission customer, such as a municipal
utility, to request a study of the transmission that would be required to be built to
facilitate a hypothetical request to transport electric power across multiple regional
planning areas. Other participating utilities include Alabama Electric Cooperative,
Santee Cooper, Dalton Utilities, SCE&G, South Mississippi Electric Power Association,
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Entergy, Georgia Transmission Corporation, the Southern Companies, Municipal
Electric Authority of Georgia, TVA, and E.ON U.S. '

On February 16, 2007, the Federal Energy Regulatory Commission (FERC)
issued Order No. 890, adopting changes to the pro-forma open access transmission
tariff (OATT) to be used by transmission owners, including a new requirement for
transmission providers to participate in a coordinated, open, and transparent planning
process on both a local and regional level. The FERC required each transmission
provider to file the details of its planning process, which had to satisfy nine planning
principles: coordination, openness, transparency, information exchange, comparability,
dispute resolution, regional coordination, economic planning studies, and cost
allocation. Duke and Progress both referred to the North Carolina Transmission Planning
Collaborative as their mechanism and forum for assuring open transparent planning with
opportunity for involvement by stakeholders. In order to address the FERC's requirements
relative to inter-regional coordination, Duke and Progress cited their participation in the
Southeast Interregional Participation Process. The FERC issued its order on
September 18, 2008, finding the geographic scope of Duke and Progress's joint regional
planning to be sufficient, but ordering Duke and Progress to file numerous modifications
within 90 days, including a methodology for allocating transmission construction costs for
projects that involve multiple utilities. :

In 2010 a new organization was created to focus on electric transmission planning
on an even larger scale, at the “interconnection wide" level. The United States has
three electric interconnections. North Carolina is part of the eastern interconnection,
which is the region east of the Rocky Mountains, minus most of Texas. Largely due to
increased interest in renewable energy development, the federal government launched
an effort to develop coordinated, long-term transmission expansion plans on an
interconnection-wide basis. This effort received funding in 2009 via the American
Recovery and Reinvestment Act of 2009 (ARRA 2008). Pursuant to ARRA 2009, the
U.S. Department of Energy (DOE) offered grants for transmission planning, including
funds for “Cooperation Among States on Electric Resource Planning and Priorities.” The
National Association of Regulatory Utility Commissioners (NARUC) worked with all of
the states in the eastern interconnection to develop and submit a DOE funding request,
which was approved in 2010. Under the NARUC proposal, a new entity was
established, the Eastern Interconnection States Planning Council (EISPC). Each of the
39 states in the eastern interconnection, as well as Washington, D.C., participates in the
EISPC. North Carolina is represented by the Chairman of the Utilities Commission and
the Assistant Secretary of Energy (Department of Commerce). The grant funds a small
staff and meetings and research to assist the states in reaching consensus regarding
studies to be conducted regarding future sources of electric energy, and by extension,
the new electric transmission infrastructure needed to move that energy to consumers.
In 2011, the effort focused on the development and prioritization of future scenarios. In
2012, the high-priority scenarios were studied further, and EISPC is expected to issue a
report in early 2013 estimating their total cost and the electric transmission that would

be needed under each.
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In 2010, FERC opened a rulemaking regarding how to allocate the costs of large
transmission projects in order to encourage development of renewable energy. The
Commission and the Public Staff intervened in the proceeding, representing North
Carolina electricity consumers. On July 21, 2011, the FERC issued a final rule entitled
“Transmission Planning and Cost Allocation by Transmission Owning and Operating
Public Utilities,” also known as “Order 1000. %" The Utilities Commission and the Public
Staff jointly filed a request for rehearing, arguing that the rule infringes on- state
jurisdiction by mandating regional and inter-regional transmission planning processes
and cost allocation methods. North Carolina’s rehearing request is pending before
FERC.

On May 21, 2012, the Commission issued an Order Scheduling Public Meeting
and Requesting Comments on one issue raised by the FERC's Order No. 1000.
Specifically, the Commission sought information relative to the legal and policy
implications of Order No. 1000’s requirement that public utility electric transmission
service providers amend their federal OATTs to establish criteria and procedures for
considering regional transmission projects® that would be sponsored, built and owned
by non-incumbent transmission owners.* FERC’s Order No. 1000 reqwred that
transmission operators file such tariff amendments by October 11, 2012.° North
Carolina's three public utility transmission owners, specifically Duke, Progress, and NC
Power are subject to Order No. 1000 (although NC Power's compliance will be via its
regional transmission operator, PJM Interconnection, inc. (PJM}).

On October 11, 2012, the Commlssmn issued a report to the Governor and the
General Assembly regarding this issue.® The Commission’s report found that North
Carolina law does not appear to preclude construction and ownership of electric
transmission facilities by a non-incumbent transmission owner. Both the siting statutes
(G.S. 62-100 thru 107) and the eminent domain statutes (G.S. 40A) allow essentially
any person or organization to build and own an electric transmission line in North
Carolina. Such construction and ownership is not limited to traditional franchised electric
public utilities, municipal electric suppliers, or electric membership corporations,

Today, most electric transmission lines in North Carolina are owned and
operated by Duke and Progress, with a much smaller percent owned by NC Power.’
These three organizations are franchised electric public utilities and are fully regulated
by the Commission. That is, the Commission has statutory authority over the rates they

2 FERC issued Order No. 1000 on July 21, 2011, in its Docket No. RM10-23-000.
* A regional transmission project is one that benefits two or more transmission owners and generally
spans or connects two or more companies’ electric transmission systems.
* FERC's Order No. 1000 defines a non-incumbent transmission developer as an entity that does not
have a retail electric distribution service territory as well as a public utility that proposes transmission
EI’O]EC’(S outside of its existing retail service territory.

The filing by Duke and Progress was made on October 11, 2012, and is pending before the FERC in
Docket No. ER13-83.
GThe report is filed in Docket No. E-100, Sub 132.

7 |n addition, some independent electric generating faciiities own short spans of electric transmission
facilities that provide inter-connection to the electric transmission system.
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charge customers and over the quality of service that they provide North Carolina’s
citizens and businesses. Simply put, in return for having monopoly retail franchises,
these three electric transmission owners are obligated to provide reliable electric
service, and the Commission has statutory authority to compel service improvements
should they be necessary.

In contrast, the Commission’s jurisdiction over non-incumbent transmission
owners is limited to Chapter 62, Article 5A (Siting of Transmission Lines). Electric
transmission ownership by non-incumbent developers would present new kinds of risks
for North Carolina’'s electric customers, and the Commission’s investigation concluded
that it may not have the statutory authority to fully address these risks. Therefore, the
Commission recommended that the General Assembly and the Governor address the
. issues raised by non-incumbent transmission development via legislation.

The Commission’s investigation found that electric transmission ownership by
non-incumbent transmission developers presents the following risks for the State's
electricity consumers:

(1)  The risk that electric customers will pay more for a transmission line than
they would otherwise pay if the line were owned by Duke or Progress because the
return on equity (ROE) for the project would be set by the FERC, and the FERC has
been granting relatively high ROEs in order to reward transmission construction. Under
the filed-rate doctrine,® the Commission would be required to honor FERC's ROE
decision and allow retail electric utilities to pass on to their retail customers the
non-incumbent transmission developer’s transmission charges.

(2)  The risk that a non-incumbent transmission developer would abandon its
transmission project, either mid-way in the construction process, or many years later
when the developer has recouped its investment and no longer has any incentive to
maintain the project. Because such a developer would not be a traditional, franchised
electric utility, it would have no on-going “obligation to serve.”

(3} The risk that a non-incumbent developer would build a transmission
project in a substandard or inherently unreliable manner, or fail to maintain the line over
time, thus threatening service reliability. All transmission developers are subject to
federal reliability standards. However, a non-incumbent transmission owner would not
be subject to G.S. 62-42, which gives the Commission the authority to compel a public
utility to upgrade its facilities if necessary to provide reliable service, or the
Commission’s Rules R8-40 and 41, which establish public utility requirements for
addressing bulk electric system emergencies.

(4) The risk that, during a widespread grid outage or system emergency,
system restoration or defensive operations would be delayed while Duke, Progress or

B The “filed rate doctrine” holds that once the FERC sets rates to be charged interstate wholesale electric
customers, a state may not conclude in setting retail rates that the FERC-approved wholesale rates are
unreasonable. In other words, rates established by the FERC must be given binding effect by state utility

commissions.
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NC Power coordinated restoration or operations decisions with the non-incumbent
transmission owner.

(5) The risk that FERC's Order No. 1000 compliance orders for Duke,
Progress and PJM will encourage non-incumbent transmission development, and
thereby increase the occurrence of the risks outlined above.

Because of the risks posed to electric customers by the ownership of electric
transmission facilities by non-incumbent developers, the Commission recommends that
the Governor and the General Assembly pursue statutory changes that would either:

(a) preclude transmission construction and ownership by non-incumbent
transmission owners; or

(b) give the Commission additional jurisdiction to regulate the service quality and
emergency operations of non-incumbent transmission owners.

On October 11, 2012, Duke and Progress jointly submitted an Order No. 1000
compliance filing to FERC, in Docket No. ER13-83. That submission included proposed
revisions to the utilities’ OATTs that would (1) allow for third party ownership of regional
transmission projects (as discussed above}, (2) provide for the express consideration of
“public policies” in the transmission planning process, and (3) provide that the costs of
regional transmission projects would be allocated between the two companies based on
the avoided cost of local transmission projects. -

State Generator Interconnection Standards

On June 4, 2004, in Docket No. E-100, Sub 101, Progress, Duke, and NC Power
jointly filed a proposed model small generator interconnection standard, application, and
agreement to be applicable in North Carolina. In 2005, the Commission approved small
generator interconnection standards for North Carolina.

In Session Law 2007-397, the General Assembly, among other things, directed
the Commission to “[e]stablish standards for interconnection of renewable energy
facilities and other nonutility-owned generation with a generation capacity of
10 megawatts or less to an electric public utility’s distribution system; provided,
however, that the Commission shall adopt, if appropriate, federal interconnection
standards.”

On June 9, 2008, the Commission issued an Order revising North Carolina's
Interconnection Standard. The Commission used the federal standard as the starting
point for all state-jurisdictional interconnections (regardless of the size of the generator),
and made modifications to retain and improve upon the policy decisions made in 2005.
The Commission’s Order required regulated utilities to update any affected rate
schedules, tariffs, riders, and service regulations to conform with the revised standard.
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On July 8, 2008, Duke filed a motion for reconsideration regarding whether an
external disconnect switch should be required for certified inverter-based generators up
to 10 kW. On December 16, 2008, the Commission issued an Order in which it granted
Duke's motion for reconsideration and gave electric utilities the discretion to require
external disconnect switches for all interconnecting generators. However, if a utility
requires such a switch for a certified, inverter-based generator under 10 kW, the utility
shall reimburse the generator for all costs related to that installation.

. Net Metering

“Net metering” refers to a billing arrangement whereby a customer that owns and
operates an electric generating facility is billed according to the difference over a billing
period between the amount of energy the customer consumes and the amount of
energy it generates. In Senate Bill 3, codified at G.S.62.133.8(i)(6), the General
Assembly required the Commission to consider whether it is in the public interest to
adopt rules for electric public utilities for net metering of renewable energy facilities with
a generation capacity of one megawatt or less.

On March 31, 2008, following hearings on its then-current net metering rule, the
Commission issued an Order requiring Duke, NC Power, and Progress to file revised
riders or tariffs that allow net metering for any customer that owns and operates a
renewable energy facility that generates electricity with a capacity of up to
- one megawatt. The customer shall be required to interconnect pursuant to the approved
generator interconnection standard, which includes provisions regarding the study and
implementation of any improvements to the utility's electric system required to
accommodate the customer’'s generation, and to operate in parallel with the utility’s
electric distribution system. The customer may elect to take retail electric service
pursuant to any rate schedule available to other customers in the same rate class and
may not be assessed any standby, capacity, metering, or other fees other than those
approved for all customers -on the same rate schedule. Standby charges shall be
waived, however, for any net-metered residential customer with electric generating
capacity up to 20 kW and any net-metered non-residential customer up to 100 kW.
Credit for excess electricity generated during a monthly billing period shall be carried
forward to the following monthly billing period, but shall be granted to the utility at no
charge and the credit balance reset to zero at the beginning of each summer billing
season. If the customer elects to take retail electric service pursuant to any time-of-use
(TOU) rate schedule, excess on-peak generation shall first be applied to offset on-peak
consumption and excess off-peak generation to offset off-peak consumption; any
remaining on-peak generation shall then be applied against any remaining off-peak
consumption. If the customer chooses to take retail electric service pursuant to a
TOU-demand rate schedule, it shall retain ownership of all RECs associated with its
electric generation. If the customer chooses to take retail electric service pursuant to
any other rate schedule, RECs associated with all electric generation by the facility shall
be assigned to the utility as part of the net metering arrangement.
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10. FEDERAL ENERGY INITIATIVES

Open Access Transmission Tariff

In April 1996, the FERC issued Order Nos. 888 and 888, which established rules
governing open access to electric transmission systems for wholesale customers and
required the construction and ‘use of an Open Access Same-time Information System
(OASIS) for reserving transmission service. In Order No. 888, the FERC also required
utilities to file standard, non-discriminatory OATTs under which service is provided to
wholesale customers such as electric cooperatives and municipal electric providers. As
part of this decision, the FERC asserted federal jurisdiction over the rates, terms, and
conditions of the transmission service provided to retail customers receiving unbundled
service while leaving the transmission component of bundled retail service subject to state
control. In Order No. 889, the FERC required utilities to separate their transmission and
wholesale power marketing functions and to obtain information about their own
transmission system for their own wholesale transactions through the use of an OASIS
system on the Internet, just like their competitors. The purpose of this rule was to ensure
that transmission owners do not have an unfair advantage in wholesale generation
markets. /

Regional Transmission Organizations (RTOs)

In December 1999, the FERC issued Order No. 2000 encouraging the formation
of RTOs, independent entities created to operate the interconnected transmission
assets of multiple electric utilities on a regional basis. In compliance with
Order No. 2000, Duke, Progress, and SCE&G filed a proposal to form GridSouth
Transco, LLC (GridSouth), a Carolinas-based RTO. The utilities put their
GridSouth-related efforts on hold in June 2002, citing regulatory uncertainty at the
federal level. The GridSouth organization was formally dissolved in April 2005.

Subsequently, Duke received approval from the FERC to engage an independent
entity to administer its OATT. Starting in January 2007, the Midwest ISO began acting
as Duke’s independent entity. In that role, the Midwest 1ISO evaluates and approves
transmission service requests; calculates the amount of transmission that is available
for third party use; operates and administers Duke’s OASIS; and evaluates, processes,
and approves generation interconnection requests and coordinates transmission
planning. In addition, Duke has retained Potomac Economics to act as its independent
market monitor. Duke forwards Potomac Economics’ quarterly reports to the
Commission.

Dominion, NC Power's parent, filed an application with the Commission on
April 2, 2004, in Docket No. E-22, Sub 418, seeking authority to transfer operational
control of its transmission facilities located in North Carolina to PJM Interconnection, an
RTO headquartered in Pennsylvania. The Commission approved the transfer subject to
conditions on April 19, 2005.
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The Commission has continued to provide oversight over NC Power and PJM by
using its own regulatory authority, through regional cooperation with other state
commissions, and by participating in proceedings before the FERC. Together with the
other state commissions with jurisdiction over utilities in the PJM area, the Commission
is involved in the activities of the Organization of PJM States, Inc. (OPSI).

Transmission Rate Filings

In 2010, the Commission and the Public Staff jointly intervened in an NC Power
transmission rate case before the FERC, arguing that some transmission costs should
not be passed on to all transmission customers. Specifically, the Commission and the
Public Staff argued that North Carolina citizens should not be required to pay the
incremental cost of undergrounding several electric transmission lines located in
Virginia when viable ‘overhead options were available. On September 17, 2012, the
Commission joined with NCEMC, Old Dominion Electric Cooperative, and the Virginia
Municipal Electric Association No. 1 to file a reply brief in this case, which remains
pending before the FERC.

Energy Policy Act of 2005

The Energy Policy Act of 2005 (EPAct 2005), which became law on
August 8, 2005, gave the FERC responsibility to oversee mandatory, enforceable
reliability standards for the bulk power system. In the summer of 2008, it approved the
NERC as the entity responsible for proposing, for FERC review and approval, standards
to protect the reliability of the bulk power system. NERC may delegate certain
responsibilities to “Regional Entities” subject to FERC approval. In the southeast, those
responsibilities, including auditing for compliance, have been delegated to the
Southeastern Electric Reliability Corporation (SERC), headquartered in Charlotte, North
Carolina. In March 2007, the FERC approved the first set of mandatory, enforceable
reliability standards. Violations can result in monetary penalties of up to §1 million per
day per violation. The FERC, NERC, and SERC have focused especially on two
compliance areas that have been implicated in large regional bulk power system
outages: (1) the need for more thorough vegetation management below and near
high-voltage power lines and (2) the need for more rigorous design and maintenance of
the relays that determine whether the electric grid “rides through” disturbances or
“separates,” potentially contributing to cascading outages. More stringent federal
requirements for vegetation management have reduced the flexibility North Carolina
utilities have traditionally exercised in working with communities and landowners.

EPAct 2005 added a new Section 216 to the Federal Power Act, providing for
federal siting of interstate electric transmission facilities under certain circumstances.
States retain primary jurisdiction to site transmission facilities, and federal transmission
siting effectively supplements a state siting regime. Section 216 requires the Secretary
of the DOE to study electric transmission congestion and to designate, as a national
interest electric transmission corridor, any geographic area experiencing electric energy
transmission capacity constraints or congestion that adversely affects consumers. The

33



DOE is required to prepare a report to Congress every three years on the status of
transmission congestion nationwide. On November 10, 2011, the DOE announced its
plan for conducting a 2012 Congestion Study, which includes soliciting public
comments, publishing a draft study with a 60-day comment period, and publishing a
final report. DOE is expected to release the draft 2012 congestion study for comment
sometime in late 2012. An August 2012 presentation of DOE’s preliminary findings
stated that “data about transmission usage and congestion in the Southeast are too thin
to support meaningful conclusions.” d

Section 216 also authorized the FERC to site transmission facilities if a state
withholds approval of a project for more than one year. The FERC interpreted this
provision to include instances where a state has denied a proposed project. This
interpretation was appealed to the United States Court of Appeals for the Fourth Circuit,
which in 2009 ruled that the FERC had, in fact, interpreted the law too broadly.

EPAct 2005 required the FERC to establish incentive-based wholesale rate
treatments for transmission facilities. Congress specified that these incentives were “for
the purpose of benefitting consumers by ensuring reliability and reducing the cost of
delivered power by reducing transmission congestion.” In July 2006, the FERC issued
Order No. 679, which allows utilittes to seek wholesale rate incentives such as:
(1) incentive rates of return on equity for new investment in transmission facilities;
(2) full recovery of prudently incurred transmission-related construction work in progress
costs in rate base; and (3) full recovery of prudently incurred pre-commercial operation
costs. The FERC allows these incentives based on a case-by-case analysis of
individual transmission projects. The Commission has intervened in incentive
proceedings before the FERC in order to protect the interests of North Carolina
consumers.

li _ Cyber Security

Federal regulators are increasingly concerned about cyber security threats to the
nation's bulk power system. Cyber security threats may be posed by foreign nations or
others intent on undermining the United States’ electric grid. North Carolina’s utilities
are working to comply with federal standards that require them to identify critical
components of their infrastructure and install additional protections from cyber attacks.
The FERC believes its legal authority is inadequate to address potential threats to the
bulk power system and has asked Congress to enact legislation to address this
deficiency. In addition, NERC is leading an effort to develop more stringent cyber
security standards.
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STATE OF NORTH CAROLINA -
UTILITIES COMMISSION
RALEIGH

DOCKET NO. E-100, SUB 128
BEFORE THE NORTH CAROLINA UTILITIES COMMISS!ON
in The Matter of : , ‘
investigation of Integrated Resource y ORDER APPROVING 2041 ANNUAL UPDATES TO
Pianning in North Carolina —2010- ) 2010 BIENNIAL INTEGRATED RESOURCE PLANS
2011 ) AND 2011 REPS COMPLIANCE PLANS

HEARD: Commission Hearing Room 2115, Dobbs Building, 430 North Salisbury
Stree"c, Raleigh, North Caroling, on Tuesday, January 17, 2012, at 7 p.m.

BEFORE:  Commissioner William T. Culpepper, I, Presiding; Chairman Edward S.

Finley, Jr.; and Commissioners Bryan E. Beatty: Susan W, Rabon; ToNola
D. Brown-Bland; and Lucy T. Allen '

APPEARANCES:
For Carolina Power & Light Compény, d/b/a Progress Energy Carolinas, Inc.:

Len S. Anthony, General Counsel, 410 South Wilmington Street, Post
Office Box 1551, Raleigh, North Carolina 27602-1551

For Duke Energy Carolinas, LLC, and Virginia Electric and Power Company,
d/b/a Dominion North Carolina Power;

Robert W. Kaylor, Law Office of Robert W. Kayior; P.A., 3700 Gienwood
Avenue, Suite 330, Raleigh, North Carolina 27612

For North Carolina Electric Membership Corporation and GreenCo Solutions,
Inc.:

Richard Feathers, P.O. Box 27308, Raleigh, North Carolina 27615
For Southern Alliance for Clean Energy:

Gudrun Thompson, 601 West Rosemary Street, Suite 220, Chapel Hill,
North Caroiina 27516 .
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For North Carolina Sustainable Energy Association:

Michael Youth, 1111 Haynes Strest, Suite 109, Raleigh, North Caroiina
27608

For the Using and Consuming Public:

Lucy Edmondson, Staff Attorney, Public Staff — North Carolina Utilities
Commission (Public Staff), 4326 Mail Service Center, Raleigh, North
Carolina 27699-4326

BY THE COMMISSION: integrated Resource Planning (IRP) is intended to
identify those electric resource options that can be obtained at least cost to the
ratepayers consisient with adequate, reliable electric service. IRP considers
demand-side alternatives, including conservation, efficiency, and load management, as
well as supply-side alternatives in the selection of resource options. Commission
Rule R8-60 defines an overall framework within which the IRP process takes place in
North Carolina. Analysis.of the long-range need for future electric generating capacity
pursuantto G.S. 62-110.1 is included in the Rule as a part of the IRP process.

G.S. 62-110.1(c) requires the Commission to “develop, publicize, and keep
current an analysis of the long-range needs” for electricity in this State. The
Commission’s analysis should include: (1) its estimate of the probable future growth of
the use of electricity; (2) the probable needed generating reserves; (3) the extent, size,
mix, and general location of generating plants; and (4) arrangements for pooling power
to the extent not regulated by the Federal Energy Regulatory Commission (FERC),
G.S. 62-110.1 further requires the Commission to consider this analysis in acting upon
any petition for construction. In addition, G.S. 62-110.1 requires the Commission to
submit annually to the Governor and to the appropriate committees of the General
Assembly: (1) a report of the Commission’s analysis and plan; (2) the progress to date
in carrying out such plan; and (3} the program of the Commission for the ensuing year in
connection with such plan. G.S. 62-15(d) requires the Public Staff to assist the
Commission in this analysis and plan.

G.S. 62-2(a)(3a) declares it a policy of the State to:

assure that resources necessary fo meet future growth through the
provision of adequate, reliable utility service include use of the entire
spectrum of .demand-side options, inciuding but not limited to
conservation, lcad management and efficiency programs, as additional
sources of energy supply and/or energy demand reductions. To that end, -
to require energy planning and fixing of rates in a manner to result in the
least cost mix of generation and demand-reduction measures which is
achievable, including consideration of appropriate rewards to utilities for
efficiency and conservation which decrease utility bills. ...
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Toe meet the requirements of G.S. 62-110.1 and G.S. B82-2(a)(3a), the
Commission conducts an annual investigation into the electric utilities' IRP.
Commission Rule RB-60 requires that each of the investor-owned utilities, the North
Carolina Electric..Membership Corporation, and any individual electric membership
corporation to the extent that it is responsible for procurement of any or all of its
individual power supply resources (hereinafter, collectively, the electric utilities)
furnish the Commission with a biennial report in even-numbered years that contains
the specific information set out in that Rule. In odd-numbered years, each of the
electric utilities must file an annual report updating its most recently filed
biennial report. o

Further, Commission Rule R8-67(b) requires any electric power supplier subject
to Rule R8-60 to file a Renewable Energy and Energy Efficiency Portfolio Standard
(REPS} compliance plan as part of its IRP report. Within 150 days after the filing of
each electric utility’s biennial report, and within 60 days after the filing of each electric
utility’s annual report, the Public Staff or any other intervenor may file its'own plan or
an evaluation of, or comments on, the electric utilities’ |RP reports. Furthermore, the
Pubtic Staff or any other intervenor may identify any issue that it befieves should be
.the subject of an evidentiary hearing. A

2011 ANNUAL REPORTS

This Order addresses the 2011 updates to the 2010 biennial reports (2011 IRPs)
filed by the following investor-owned utilities (10Us): Carolina Power & Light Compariy,
d/b/a Progress Energy Carolinas, Inc. (Progress); Duke Energy Carolinas, LLC (Duke);
Virginia Electric and Power Company, d/b/a Dominion North Carolina Power
(NC Power); and the following electric membership corporations (EMCs): North Carolina
Electric Membership Corporation (NCEMC),1 Rutherford EMC (Rutherford), Piedmont

EMC (Piedmont), Haywood EMC (Haywood), and EnergyUnited EMC (EnergyUnited).? .

In addition, this Order addresses the REPS compliance plans filed by the 10Us,
GreenCo Solutions, Inc. {GreenCo),® Haiifax EMC (Halifax), and EnergyUnited.

' NCEMC indicated that it provides wholesale power to 25 of the 26 EMCs in North Carolina and is the full
requirements power supplier for 20 of the cooperatives. NCEMC's 2011 IRP is filed on behalf of these
20 members. NCEMC provides partial requirements capacity and energy entitltements to 5 EMCs: Blue
Ridge EMC, Rutherford EMC, Piedmont EMC, Haywood EMC, and EnergyUnited EMC (collectively, the
independent EMCs). The 26™ EMC, French Broad EMC, is not 2 member of NCEMC and is not required
to file an individual IRP, as it has entered into a full requirements contract with Progress,

? Blue Ridge EMC contracts with Duke as its full requirements and REPS compliance service provider.
Btue Ridge EMC, therefore, is not required to file an IRP,

* GreenCo filed a consolidated 2011 REPS compliance plan on behalf of Alobemarle EMC, Brunswick
EMC, Cape Hatieras EMC, Carteret-Craven EMC, Central EMC, Edgecombe-Martin County EMC,
Four County EMC, French Broad EMC, Haywood, Jones-Onslow EMC. Lumbee River EMC, Pee Dee
EMC, Piedmont, Pitt & Greene EMC, Randolph EMC, Roanoke EMC, South River EMC, Surry-Yadkin
EMC, Tideland EMC, Tr-County EMC, Union EMC, and Wake EMC.

3



APPENDIX 1
PAGE 4 OF 25

In addition to the Public Staff, the following parties have intervened in this docket:
Carolina Industrial Group for Fair Utility Rates |, I, and lll (CIGFUR); North Carolina
Sustainable Energy Association (NCSEA), Public Works Commission of the City of
Fayetteville (Fayetteville), Nucor Steel-Hertford (Nucor); North Carolina Waste
Awareness & Reduction Network (NC WARN); Southern Alliance for Clean Energy
(SACE), and Carolina Utility Customers Association, Inc. (CUCA). The .iniervention of
the Attorney General is recognized pursuant to G:S. 62 20 '

On March 3, 2011, Blue Ridge EMC (Blue Ridge) filed comments indicating that
it had a long-term power supply agreement with Duke, its load would be reported for
filing purposes within Duke’s IRP, its renewable energy requirements for REPS
compliance would be provided by Duke, and its REPS requirements would be refiecied
in Duke's 2011 REPS compliance plan. On August 17, 2011, Rutherford filed a letter
indicating that its load would be included in Duke’s IRP f|]|ng for reporting purposes, and
its REPS compliance would be reflected in Duke's REPS compiiance plan. On
August 24, 2011, NCEMC and GreenCo filed a joint motion to extend the filing date for
submtsszon of thelr 2011 IRP and 2011 REPS compliance plan to September 19, 2011.
The Commission granted the-requested extensions by Order dated August 31, 2011

On August 30, 2011, EnergyUnited filed its 2011 IRP and 2011 REPS
compliance plan and Haywood filed its 2011 IRP. On August 31, 2011, Rutherford filed
its 2011 IRP. On September 1, 2011, Duke, Progress, and NC Power filed their
2011 IRPs and 2011 REPS compl:ance plans, Hahfex filed its 2011 REPS compliance
plan, and Piedmont filed its 2011 IRP. On September 19, 2011, NCEMC filed its
2011 IRP and GreenCo filed its 2011 REPS compliance plan.

On October 7, 2011, NC WARN submitted its comments on the 2011 IRPs.

On October 20, 2011, the Public Staff filed a motion requesting that the deadline
for the filing of comments on the 2011 IRPs be exiended to January 13, 2012, which the
Commissidn granted by Order dated October 25, 2011. This order also extended the
deadline for reply comments to January 27, 2012,

On January 13, 2012, comments were submitted. by SACE, NCSEA, and the
Public Staff. On January 27, 2012, reply comments were submitted by Progress, Duke,
and NC Power. Also, on January 27, 2012, Rutherford submitted a response to a Public
Staff comment regarding Rutherford's new smart meter program.

PUBLIC HEARING

Pursuant to G.8. 62-110.1{(c), the Commission scheduled and held a public
hearing in this docket on Tuesday, January 17, 2012, solely for the purpose of taking
norexpert public witness testimony regarding the filed 2011 IRPs and 2011 REPS
compliance plans. Three public witnesses spoke at the hearing,. including the Norih
Carolina field organizer for Greenpeace. The witnesses discussed the impacts that coal
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plants have on people’s lives and the opportunity for increased usage of alternative
resources, such as wind and solar energy and energy efficiency (EE), as well as the
threat of climate change. One witness asked the Commission to consider different types
of business models that might be used as coat plants‘are retired, including some that
might encourage more use of solar energy and other cleaner types of technology.

INTERVENOR ISSUES

As the 2011 IRPs are in fact updates to the 2010 biennial IRPs, this Qrder will
not repeat the basic analysis of the means and methods used by 'the utilities in
developing their overall IRP processes which were approved in the most recent Order.
Thnis Order notes the issues raised by the parties, but does not reanatyze those issues
that were previously decided by the Commission in this biennial proceeding.

NC WARN

in its cbmments,_NC WARN breught up the following issues in regard to the
2011 IRPs submitted by‘Duke and Progress: ° ‘

1) Both Duke and Progress have s'rrgniﬁcantly overestimated the need for
Daselcad power piants over the IRP planning horizon, '

2) At the same time, reliance on new nuclear plants and large existing coal
plants is environmentally harmful and ruining crucial climate protection efforts.

3) The 2011 IRPs of Duke and Progress do not reflect even the minimum EE
and renewable enérgy requirements in the REPS" :

These issues have been addressed by the Commission in this docket in its Order
Approving the 2010 Biennial IRPs, issued on October 26, 2011, and need not be
addressed again here. The Public Staff in its comments stated that, while NC WARN
maintained that the growth projections by Duke and Progress are overly optimistic, the
growth rates cited by NC WARN for Duke and Progress appear to relate only to the
retail sales class and exclude any wholesale sales. Also, according to the Public Staff,
the issues that relate to generation planning for a utility's retail native load customers
and its historically served wholesale customers have been litigated and resolved in
Docket Nos. E-100, Sub 85A" and E-7, Sub 858.5 The growth rates for Duke and
Progress are very similar to growth rates in recent IRPs approved by the Commission,
and the Public Staff believes they are reasonable for planning in this proceeding.

“ Investigation of the Priority of Electric Service Provided to Off-System Loads Versus Native Reisil
Loads. )

® Joint Pefition with City of Orangeburg, SC for Declaratory Ruling with Respect to Rate Treatment of
Whoiesale Sales of Electric Power at Native Load Priority.
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The Public Staff also noted that, in its comments, NC WARN contends that
Duke's and Progress's IRPs use unrealistically low construction costs for planned
nuclear plants. The Public Staff has reviewed the inputs and forecasts in the models
used for planning by the utilities and believes that these inputs and forecasts are
reasonable for planning purposes. '

Regarding NC WARN's issues related to REPS requirements, the Public Staff
observed that, in its comments, NC WARN expressed concern that certain graphs in the
IRPs of Duke and Progress indicate that these utilities do not in fact plan to meet their
general REPS requirements. The graphs, which appear on page 90 of Duke’s IRP and
page 28 of Progress’s IRP, are in the form of pie charts, showing the percentages of
generation that will come from various sources in 2012 for each utility, in 2031 for Duke,
and in 2026 for Progress. NC WARN pointed out that Duke's graphs do 'not show the
3% of renewable generation or EE required by the general REPS obligation in 2012 or
the 12.5% required in 2031, and Progress’s graphs do not show any renewable
generation or EE at all. . '

The Public Staff stated that it has discussed these graphs with Duke and
Progress. Duke advised the Public Staff that the graphs represent its total generation,
including wholesale and South Carolina retail sales; the 3% of North Carolina retail
sales required by the general REPS obligation equates to well under 3% of Dike's total
system sales. Moreover, many of the renewable energy-certificates (RECs) that Duke
will use for REPS compliance are unbundied from the underlying electrical energy and,
thus, are not accounted for in the graphs. Finally, some of the RECs Duke will use for
REPS compliance appear in the sections of the pie chart marked “DSM/EE" and
‘Hydro.” ‘ .

Progress indicated to the Public Staff that the renewable energy it intends to use
for general REPS compliance in 2012 is purchased from third parties. Thus, it is shown
in the section of the pie chart marked “Purchases,” and the graph indicates that
purchases are expected to make up 4.1% of Progress’s generation mix for 2012.
‘Moreover, even though EE can be used for compliance with the REPS requirements, it
is not a type of generation and it is not included in the pie charts in Progress’'s IRP,
Lastly, even though Progress fully expects to comply with the REPS requirements in
2026, it has entered into very few contracts that call for delivery of RECs or bundied
renewable energy in that year; it intends to enter into such contracts closer to the time
they will be needed. Since very few contracts for 2026 are currently in” place, the
‘Purchases” section of the 2026 pie chart is quite small. '

Based on these discussions with Duke and Progress, the-Public Staff is satisfied
that they do intend to comply with the general REPS requirements through 2026 (or in
Duke's case 2031), and the pie charts in their IRPs should not be taken as an indication
to the contrary.
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SACE

As was the case with NC WARN, the issues raised by SACE in its comments
cover only the IRPs submitted by Duke and Progress. Those issues are:

1) Duke’s high demand-side management (DSM) portfolios would result in a
lower revenue requirement, lower risk, and lower rates as compared to the preferred
plan, : :

2) Duke and Progress failed to properly consider energy efficiency in their
iong-term resource planning.

3) Duke overstates its need for new capacity.

4) " Duke and Progress should evaluate the prudency of continued operation
of their scrubbed coal units. -

5) - Duke and Progress have unreaiistic assumptions about nuclear
generation.

The issues raised by SACE in its comments were raised in the biennial report
portion of this proceeding and were discussed and ruied on by the Commission in the
October 26, 2011 Order.

Public Staff

The Public Staff listed seven recommendations in its comments on the
2011 IRPs. They are as follows:

1) In the air quality permit issued by the North Carolina Depariment of
Environment and Natural Resources, Division of Air Quality (DAQ) for Cliffside Unit 6,
Duke agreed to retire the 800 MW of additional coal capacity without regard to
achieving a commensurate level of MW savings from new EE and DSM programs. Duke
filed a Greenhouse Gas Reduction Plan with DAQ, which can be revised with DAQ’s
approval if the Commission determines that the scheduled retirement of any unit will
have a material impact on the reliability of Duke's system. Duke included, as Appendix J
inits 2011 IRP, a Carbon Neutrality Plan that projects retirements that would excead its
Greenhouse Gas Reduction Plan by close to 50%. : '

In its Application filed on July 1, 2011, in Docket No. E-7, Sub 989, Duke sought
to accelerate the depreciation of certain plants slated for early retirement. In the
Stipulation filed by Duke, Time-Warner, and the Public Staff on December 2, 2011, the
depreciation schedule for these plants was left unchanged. The Public Staff
recommends that the actual timing of the retirernents and the accounting treatment
Duke propeoses to follow with respect 1o the unrecovered cost of generating units
projected to be retired be addressed in one or more separate dockets.
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» According to Duke, the air qualily permit specifies that any cost
recovery related to Duke’s execution of its proposed Qualifying Actions
to comply with its Cliffside Carbon Neutrality Plan shall also be subject
to Commission review and approval. Duke is not asking for any cost
recovery of any kind through its 2011 IRP relating to any of the
proposed Qualifying Actions set forth in the Cliffside Carbon Neutrality
Plan. As such, the Company agrees with the Public Staff that any such
applications for related cost recovery belong in a separate docket. '

2) Duke also requests approval frorn the Commission of its proposed method
of calculating the Emission Reduction Requirements and emissions offset values af
certain Qualifying Actions as set out in Table J.3. The Pubiic Staff proposes that this
issuUe also be addressed in a separate docket.

+ Duke submits that the Ciiffside Carbon Neutrality Plan is appropriately
before the Commission in this docket and should be approved as part
of the 2011 IRP. As part of the Greenhouse Gas Reduction Plan
included within the air quality permit issued by the DAQ for Cliffside
Unit 6, Duke is required to file its plan to offset the carbon emissions of
Cliffside Unit & with the Commission for approval. Pursuant to this
requirement, Duke included ‘the Cliffside Carbon Neutrality Plan in
Appendix J of its 2011 IRP and requested the Commission's approval,
as contemplated by the permit. As noted by the Public Staff in its
comments, the carbon dioxide " emissions avoided through the
‘Qualifying Actions proposed within the Cliffside Carbon Neutrality Plan
will exceed the projected emissions of Cliffside Unit 6 by approximately
50%. The Cliffside Carbon Neutrality Plan sets forth exactly what the
permit requires and provides a reasonable path for Duke's compliance
with the carbon emission reduction standards of the permit. Duke will
certainly provide updates to the Commission through future IRPs as
Qualifying Actions are implemented and Duke's compliance with the
requirements of the permit is achieved, but Duke submits that its plan
is ripe for approval at this time. No party has contested Duke's
methods of calculating projected carbon dioxide emissions for Ciiffside
Unit 6 or emissions to be avoided through implementation of the
proposed Qualifying Actions. ' R

The Commission agrees with Duke that the Cliffside Carbon Neutrality Plan is
appropriately before the Commission for approval as part of Duke's IRP. As noted
above, Duke agrees with the Public Staff that any related cost recovery applications do
belong in a separate docket. At this time, the Commission is only approving the Plan
itself as a reasonable path for Duke's compliance with the carbon emission reduction
standards of the air quality permit and is not approving any individual specific activities
.nor expenditures for any activities shown in the plan. Also, as noted by Duke in its Ptan,
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it shall also be submitted to the Division of Air Quality, which will evaluate the effect of
the pians on carbon, and provide its conclusions to this Commission.

3} The Public Staff further recommends that the Commission require Duke to
continue to provide updates in future IRPs regarding its obligations related to the
Cliffside Unit 6 air quality permit to: (a) retire 800 MW of coal capacily in North Carolina
in accordance with the schedule set forth in Duke’s Table J.1, (b) accommodate. io the
extent practicable the installation and operations of future carbon control technology at
Cliffside &, and (c) take additional actions to make Cliffside 6 carbon neutral by 2018.

¢ Duke agreed with this request.

4) The Public Staff also recommends that -Duke and NC Power inciude in
their reply comments the information required by Ruie RB-60(i)(3) regarding reserve
margirs that differ in a given year by plus or minus three percent from target margins in
regard to their 2011 IRP and comply with this requirement in future IRPs,

» Both Duke and NC Power complied with this request in their reply
comments,

5) The Public Staff recommends that the Commission require the utilities to
include a discussion of significant variances in projected EE savings in future IRPs. The
Public Staff proposes that a variance of 10% in projected EE savings from
one IRP report to the next trigger the requirement that the utility address the reason for
the variance, '

» Duke did not address this issue in its reply comments.
» Progress does not object to this proposal.
» NC Power does not oppose this recommendation.

The Commission agrees with the Public Staff's position on this issue and directs .
that each 10U shall include a discussion of a variance of 10% or more in projected
EE savings from one IRP report to the next. '

8) The Public Staff recommends that the Commission reguire the utiiities to
include a discussion of the status of market potential studies or provide updates in their
2012 IRPs.

« Duke did not address this issue in its reply comments.
» Progress does not object to this proposal.

» NC Power does not oppose the Public Staff's recommendation to
require a discussion of its use of market potential studies or updates in

9
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the next IRP, to the extent they decide to use market potential studies.
NC Power notes that it currently requests data from its outside
consultant o annually identify and propose new cost-effective
DSM/EE programs based on its consultant's assessment of market
potential in their North Carolina and Virginia service territories.

The Commission finds that the Public Staff position is reasonable and directs that
each |OU shall include a discussion of the status of market potential studies or updates
in their 2012 and future IRPs.

7} The Public Staff recommends that the Commission reguire the 1OUs to
evaluate no-carbon alternative plans or scenarios in their 2012 IRPs and future IRPs.

Duke believes that, over the long-term planning horizon, the federal

 government will, through legislation or regulation, create specific

limitations and restrictions on allowable emissions of carbon dioxide
from electric generating facilities and establish some form of a market
for carbon emission allowances. Duke stated that it has, since 2008,
incorporated certain assumptions relating to carbon pricing into its
IRPs and has continually emphasized that it needs to plan resources
over the long-term for a carbon-constrained future. Duke continues {o
evaluate and adjust its assumptions around carbon and has
significantly reduced its allowance pricing projections in light of the
unceriainty referenced by the Public Staff. However, Duke disagrees
with the Public Staff regarding the relative plausibility of future carbon
legislation, and does not believe it wouid be reasonable or prudent to

plan as if carbon emissions will not be regulated.

Additionally, eliminating considerations of CO, constraints and clean
energy legislation would have far reaching impacts on the economics
of Duke's resource select:on .and costs. Without constraints, new coal
resources may well be selected as components in the proposed
resource mix. Gas and coal prices, energy efficiency economics,
energy usage, and renewable resources economics would all be
affected. Further, providing a load, capacity, and reserves table that
excludes the impacts of CO; would require the development of a load
forecast without CO. considerations. All of Duke's load forecasts
available at this time have CO, considerations embedded in them.
Simply removing the CO; allowance impacts as sensitivity cases
applied to portfolios developed in the [RP only provides a limited
indication of the present value revenue requirements impacts of CO..
Such rurs remove this cost from unit dispatch and the resuitant
operating .costs. A full analysis of this irmpact wouid require repeating
the IRP process with new assumptions. To do as the Public Staff
requests, Duke explained that it would effectively have to generate
two separate IRPs, one with carbon, one without carbon. This outcome
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would be wasteful of time and resources, and as the Commission
concluded in its Order Approving Integrated Resource Plans and
REPS Compliance Plans issuead in this docket on the 2010 IRPs, "the
current scenarios relating to carbon emissions, as provided in the
IRPs, are responsive and appropriate for the purposes of this
proceeding." Duke submits that the additional no-carbon scenario
planning recommended by the Public Staff is unnecessary at this time
and should not be required for future IRPs.

» Progress does not object to this recommendation.

« NC Power does not oppose the Pubiic Staff's recommendation. Should
the Commission adopt the Public Staff's recommendation, however,
NC Power urges the Commission to maintain the flexibility set forth in
the recommendation that the IOU can evaluate the no-carbon view
either through alternative ptans or scenarios. This fiexibility would ailow
each I0U to present the no-carbon results in the manner that most
accurately shows the effect, in its opinion, of such a no-carbon view.

The Commission stands by its earlier finding of fact in this docket that “the
current scenarios relating to carbon emissions, as provided in the [2010] IRPs, are
responsive and appropriate for purposes of this proceeding.” Since the filing of
comments and reply comments, the federal Environmental Protection Agency (EPA)
has proposed a Carbon Pollution Standard for New Power Plants. This propased
standard was issued by the EPA on March 27, 2012, and would limit carbon dioxide
emissions from new fossil fuel-fired power plants to 1,000 pounds per megawatt-hour.

NCSEA

NCSEA raised two questions in its comments: (1) whether the levelized busbar
information provided by the I0Us is sufficient for IRP reporting purposes, and-
(2) whether the REPS information designated as confidential by the I0Us should be
made public. NCSEA asserts that additional candor by the 10Us will provide “citizens,
businesses and governments confidence that we are, in fact, on a path to an affordable
electricity future.”

A. Sufficiency of Levelized Busbar information.

With regard to levelized busbar information, NCSEA seeks two additional types
of information in the IRPs of Duke, Progress and NC Power: _ :

(i) The levelized cost of energy - in a standardized meiric, cents per
kilowatt-hour — for each resource option for each year in the
planning period and the delivered fuel costs for each resource
opiion for each year in the planning period: and

11
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(i) The quantitative data used in creating the levelized busbar cost
curves present in the IRPs, including (i) projected delivered fuel
costs during the planning period, (ii) the utility’s fixed charge rates,
(iii} technology specific unit capacity factors, and (tv) data for the
remaining variables needed to create a levelized busbar cost curve.

~ NCSEA states that Commission Rule R8-80(i)(9), which directs the 10Us to
‘provide information on levelized busbar costs for various generation technologies,”
was intended to enable the Commission to compare projected costs, on an .
apples-to-apples basis, across technologies and across IRPs. NCSEA acknowledges
that each 10U has provided some information on levelized busbar costs, but contends
that the information is presented in a conclusory fashion and is not standardized for
comparison among the 10Us, citing Duke's IRP Report at 138-142 in comparison with
Progress' IRP Report at 12-16. NCSEA Submits that if. the I0Us provided the
information identified in (i) and (i) above in a standardized format, it would enable the
Commission, the Public Staff and other parties to perform cost comparisons across
technologies and 10Us.
' - H
NCSEA offers as an exampie Duke's statement that there has been a "downward
trend in solar equipment costs over the past several years” (Duke's IRP Report at 15),
asserting that it is unclear if this trend has been fully factored’into Duke's levelized
busbar cost curve for solar. NCSEA says that this trend could have major implications
for energy delivery within this proceeding's analytical timeframe. For example, a
high-solar scenario brought on by rapidly declining solar PV’ costs could result in
reduced on-peak energy‘ne’eds, which could in turn dramatically reduce the need for
new gas-fired peaking generation investments and the corresponding capital and fue!
costs. NCSEA says this does not appear to be accounted for in any scenario presented
in any of the iIOUs' IRPs. - s

With regard to guantitative data under (ii) above, NCSEA cites Commission
Rule R8-60(g), which states in pertinent part:

[€]ach utility shall consider and compare a comprehensive set of potential
resource options, including both demand-side and supply-side options, to
determine an integrated resource plan that offers the least cost
combination {on a long-term basis) of reliabie resource options for meeting
the anticipated needs of its system ... taking into account the sensitivity of
its analysis to variations in ... significant assumptions, including ... the
risks associated with ... fuel costs] ]

NCSEA states that such sensitivity analyses enable the Commission to gauge
the robustness of the 10Us' ptanned handling of likely variations in fuel costs and that -
each 10U has provided some measure of sensitivity analysis. However, according to
NCSEA the analyses are presented in a conclusory fashion and not in a standardized |
manner among the 10Us. It submits that if the 10Us were to provide the delivered fuel
costs undertying their various projections and plans, then the Commission, the Public
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Staff and other parties could evaluate the IRPs' least cost representations. Absent this
standardized information, NCSEA contends that interested parties will remain skepfical
of the IRPs’ usefuiness as a foundation for affordable long-range planning, particularly
in light of what NCSEA sees as divergent future scenarios being espoused by the OUs
in various docksts.

As an example, NCSEA states that Duke's IRP includes two sensitivity analyses
of coal, one in which a 25% coal cost increase is modeled and another in which a
40% coal cost decrease is modeled (Duke's IRP Report at 100).. According to NCSEA,
this choice of alternate scenarios .appears inconsistent with Duke's testimony in
Docket No. E-7, Sub 989, where Duke states that the cost of Central Appalachian
(CAPP) coal, with which most of Duke's plants are currently fired, increased 39% for
Duke and 15% for Progress between 2007 and 2010 (Duke's Late-Filed Exhibit No. 1,
December 12, 2011). Further, Duke projects the cost of coal to rise an additional
20%-50% by 2012 (Duke's IRP Report at 51). NCSEA states that even if Duke's
sensitivity madeling choices reflect the possibility of switching from CAPP coal to an
alternative type of coal, that appears to be an inadequate explanation in light of
testimony in Duke's general rate case. Duke indicated that it will work to diversify its
coal purchases to include supplies procured from other areas, but a Duke witness
suggested that further diversification as a result of the upward trend in CAPP coal costs
would be a “difficult" process that could require North Carolina coal plant operators to
undertake costly retrofits of and “test burn” studies at units currently optimized to
consume CAPP coal (Docket No. E-7, Sub -989, T, Vol. 2, at 190-91, Dhiaa Jamil
testimony an November 29, 2011). This same witness also noted that transporting coal
over longer distances exposes plant operators to greater coal transportation cests (Id. at
192). - )

NCSEA notes that long-term delivered coal and natural gas cost projections were
provided by NC Power in its 2010 IRP Report and 2011 update. It contends that without
such long-term delivered coal and natural gas cost projections from Duke and Progress
it is difficult for NCSEA and other interested parties to give credence to these I0Us’
assertions that the more or iess "business as usual” plans selected by them are in fact
refiably least-cost. NCSEA believes a higher, more standardized degree of cpenness
and transparency on the part of the 10Us will foster collaboration between the I0Us and
those evaluating their IRPs and increase the quality of information in the IRPs.

Progress responded that, generally speaking, more information may be better
that iess information. However, the question is how much relevant information should be
inciuded in the IRP filing, above and beyond that required by Commission Rules, and
what information should be left for discovery. NCSEA, or any other party to the
IRP proceedings, is free fo conduct discovery to obtain data from the utilities supporting
the fiied IRPs. Progress notes, however, that many of NCSEA's members are
commercial businesses selling renewable energy products and energy efficiency
services. Thus, Progress states that it must be mindful when providing confidential
information to NCSEA that some of the information should not be provided to NCSEA's
members. : - :
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Progress states that the basis for NCSEA's comments appears to be the
assumption that the filing-of certain IRPinformation confidentialiy harms persons .and
companies who have chosen not to intervene in the IRP proceeding because they do
not have..access. to this information. Progress submits that NCSEA's assumption is .
wrong and its request should be denied for several reasons. First, a person or company
that has chosen not to intervene in an IRP proceeding is not foreclosed from contacting
a utility and asking to review the information in question pursuant to a confidentiality
agreement. Second, all persons or companies can petition to intervene in the -
Commission's IRP proceeding, sign a confidentiality agreement and conduct discovery.
Third, NCSEA has not challenged the confidentiality of the information in question.
Before information which has previously been filed by a utility as confidential and
-accepted by the Commission as confidential is publicly disciosed, there must be a
showing that the information in question is not confidential or the utility's consent must
be obtained. For example, in Docket No. E-7, Sub 819, by order issued June 6, 2008,
the Commission ruled that Duke was not required to disclose cost estimates for the
proposed Lee nuclear unit. The parties supporting disclosure had argued that a "public
interest component” must be considered along with the trade secret analysis. Citing
State ex rel._Utilities Comm'n v. MCI Telecommunications Corp., 132 N.C. App. 625
635, 514 S.E. 2d 276, 283 (1999), the Commission rejected that argument, holding that:

.. the "confidential information” provision of the Public Records Act cannot
pe construed differently in the context of a regulated industry. See MCI,
132 N.C. App. at 635. The Commission concludes that there is no “public
interest’ exception to the “confidential information” provisions of
G.5.132-1.2(1). If the cost estimates qualify as a “trade secret’ under
G.S. 66-152(3), and if they also meet the other conditions of
G.S. 132-1.2(1) {which, in this case, is not disputed), then the Commission
is not authorized to order that they be publicly disclosed, even if it were
otherwise inclined to do so based upon the "public interest” argument.

Finally, Progress asserts that NCSEA does not have standing to make this
request as it has not demonstrated that it is authorized to represent unnamead
non-parties or that it has suffered a direct harm as a result of information being filed
confidentially. Thus, NCSEA's request to publicly-disclose the confidential information in
question should be denied.

Duke states that NCSEA's proposal should be rejected because it would require
the public disclosure of market and commercially sensitive information that would impair
the .JOU's bargaining positions in various aspects of their core business. Duke states
that in prior dockets NCSEA's position has been rejected by the Commission. See. e.q.,
Order Approving REPS and REPS EMF Riders and 2010 REPS Compliance,
. Docket No. E-7, Sub 984 (August 23, 2011); Order Approving Decision to incur Project
Development Costs, Docket No. E-7, Sub 819 (June 11, 2008) ("2008 Project
Development Order”).
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Duke is also concerned about various market participants gaining the value and
advantage of commercially sensitive information to the detriment of Duke's customers.
Duke and other IOUs operate under a feast cost mandate for resource ptanning and
operation - of - system resources. Market information directly impacts pricing and
negotiating position. Detailed market information related to a utility's capital cost
estimates and projected expenditures for fuel and REPS compliance can significantly
impact pricing on major expenditures that are ultimately paid by an 10U's customers.
Thus, disclosing specific information that may impair the IOU's ability to negotiate and
transact at favorable prices is not in the best interest of customers. Indeed, NCSEA
specifically states that its proposal is not intended to benefit customers, but rather to
provide non-intervening business persons with "access to information critical to their
investment decisions” (NCSEA Comments at 9). Duke asserts that NCSEA's proposal
seeks to benefit investors at the expense of the customers of North Carolina's 1QUs.

Duke states, as referenced above, that the Commission has held that
commercial information regarding the cost estimate of new generation resources
constitutes a trade secret under G. S. 66-153, and thus warrants confidential treatment
under G.5. 132-1.2. In. its 2008 Project Development Order, the Commission
determined that the North Carolina Public Records Act, through its “confidential
information” exception, G.S. 132-1.2(1), prohibits disciosure of confidential commercial
information, such as the information Duke redacts from its IRP reports and REPS
compliance plans. Information that (a) meets the definition of a “trade secret” found in
G.S. 66-152(3), (b) is the property of a “private person,” (c) was disclosed to the
Commission in compliance with faw, and (d) was designated as “confidential’ when
disclosed is not a public record and is entitied to confidentjal treatment by the
Commission,

Duke states that the IRP information that NCSEA seeks to have publicly
disclosed concerning the I0U's delivered fuel costs, capital cost estimates and other
underlying data supporting busbar projections is clearly a “compilation of information ...
that [has} ... actual or potential commercial value .. " See G.S. 66-153. Moreover, as
the Commission acknowledged in the 2008 Project ‘Development Order, ‘“the
‘confidential information’ provision of the Public Records Act cannot be construed
differently in the context of a reguiated industry.” Id. at 6 (citing State ex rel. Utilities
Comm'n v. MCI Telecommunications. Corp., 132 N.C. App. 6825, 635, 514 S.E. 2d 275,
283 (1999)). The Commission concluded that there is no public interest exception to the
confidential information provision of G.S. 132-1.2(1). id. In addition, Duke asserts that
the only portions of its 2011 IRP that were redacted relate to the specific $/kw
estimates for generating resources and undesignated wholesale load projections, which
- continued to be the subject of commercial negotiations at the time of the IRP filing.

Finally, Duke notes that the Public-Staff, NCSEA, SACE, NC WARN, and many
other interveners have routinely been granted access to the I0Us' confidential
information and data supporting the 10Us" IRP reports and REPS planning documents,
inctuding all of the information NCSEA seeks to have publicly -disclosed through its
recommendations, subject to the execution of reasonable and appropriate
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non-disclosure agreements. Thus, intervenors have been able to fully participate in the
IRP review process, as contemplated by Commission Rule R8-60. and have been able
to conduct their own review and analysis of the 10Us' methodology and data in biennial
proceedings. '

NC Power asserts that the existing IRP requirements provide sufficiently detailed
information to allow the Commission, the Pubiic Staff, and other interested ‘parties to
evaluate the IRPs. Further, the additional disclosures propossed- by NCSEA are not
suitable for providing detailed comparisons of projected costs. According tc NC Power,
a screening curve (also known as a Levelized Busbar Cost curve or LBC curve) is a plot
of annualized cost of electricity generation as a function of unit utilization level (capacity
factor). NC Power's LBC curves are shown in Figures 5.2.1 and 5.2.2 of its 2011 IRP
Report. According to NC Power, screening curves are useful aids for narrowing the
range of possible new supply-side and demand-side alternatives to be considered in
more detailed analysis that occurs later in the IRP process. They are primarily used for
screening out options with obvious high economic cost, distinguishing possible dispatch
order in modeling, and testing the validity of the model outputs at certain stages of
expansion. ' -

NC Power contends, however, that screening curve analysis is not an adequate
substitute for detailed production cost or expansion planning analysis because it
provides rough approximations and is not appropriate for evaluations requiring a greater
degree of accuracy. Important factors such as forced outages, maintenance
requirements, unit sizes, unequal asset lives and system reliability are not addressed by
screening curves. As such; the specific costs underlying the screening curves would not
- be appropriate for conducting an “apples-to-appies” comparison across technologies
and across I0Us, as NCSEA suggests. For these reasons, NC Power opposes
NCSEA's request that the Commission require 10Us to provide additional information
with regard to screening curves. :

Pursuant to the North Carolina Public Records Act, G.S. 132-1.2(1), a person
has the right to file information under seal when the information constitutes z trade
‘secret, A "person” is defined in G.8. 88-152(2) to include a corporation or other .
commercial entity. A "trade secret’ is defined in G.S. 66-152(3) to include:

[Blusiness or technical information, including but not limited to a formula,
- pattern, program, device, compilation of information, method, technique,
or process that: '

a. Derives independent actual or potential commercial value from not
being generally known or readily accessible through independent
-development or reverse engineering by persons who can obtain ecaonomic
value from its disclosure or use. -

b. Is the subject of efforts that are reasonable under the
circumstances to-maintain its secrecy. .
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As the Commission concluded in its Order Approving Decision to Incur Project
Development Costs, .Docket No. E-7, Sub 819 (June 11, 2008), “the 'confidential
information’ provision of the Public Records Act cann:ot be consirued differently in the
context of a reguiated industry.” Order at 6 (citing State ex rel. Utilities Comm’n v. MCI
Telecommunications. Corp, 132 N.C. App. 625, 635, 514 S.E. 2d 276, 283 (1899).
Further, the Commission concluded that there is no public interest exception to the
confidential information provision of G.S. 132-1.2(1). Id! ‘

Thus, the confidential information exception to the Act allows a public utility to file
information with the Commission under seal when the information (a) meets the
definition of a "trade secret” found in G.S. 86-152(3), (b} is the property of a “person,”
(c) was disclosed to the Commission in compliance with law, and (d) was designated as
“confidential” when disciosed. The Commission concludes that information regarding an
tOU's projected expenditures for fuel and estimated capital costs is within the ambit of
business or technical information covered by the trade secret exception to the Act.
Further, the public disclosure of such information couid negatively impact the bargaining
position of an IOU that is attempting to negotiate a contract to obtain the lowest cost fuel
or capital addition. In the end, it is the 10U's ratepayers that would be harmed by such
an impact on the utility's bargaining position.

Balancing, on the one hand, the sensitive nature of projected fuel and capital
costs, the need for the I0Us to negotiate effectively for lowest costs and the ability of
any party in an IRP docket to obtain this information by signing a confidentiality
agreement, against, on-the other hand, a blanket requirement of public disclosure of this
information, the Commission concludes that it should decline to require a blanket public
-disclosure of the information identified by NCSEA because such a blanket pubiic
disciosure is not in the public interest.

Further, the Commission is not persuaded that it should adopt NCSEA's
suggestion that the 10U's be required to file their busbar analyses in one standardized
format. The 10U's have developed their particular systems for analysis over many years
of planning, selecting the format and computer software that meets the needs of each
IOU and training their staffs to use those formats and the corresponding software. The
expense and inefficiency of requiring changes in the |OUs' analytic approaches would
not be justified by any ease of comparison that might be achieved by ordering the IOUs
to standardize their analytical formats and processes.

B. Designation of REPS Information as Confidential,

With regard to NCSEA's request that the REPS information designated as
confidential by the 10Us be made public, NCSEA maintains that improving the results of
the IRP process requires that people other than the parties have access to the
information to be scrutinized. However, the I0Us frustrate this purpose by -
confidentially filing key portions of their IRPs so that they are not accessible by the
.general public. o
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NCSEA challenged this practice in Duke's 2010 REPS Compliance Report, with
Duke providing the following response:

Duke Energy Carolinas will comprehensively review and revisit the
necessity to maintain the confidentiality of all of the redacted information
containad within its REPS compliance filings. To the extent the Company
believes that its customers will not be harmed by the disclosure of .certain
information relating to REPS, we commit to make any appropriate
adjustments in our next REPS compliance plan filing, to be made on’
September 1, 2011.

Docket No. E-7, Sub 984, T, Vol. 1, at 62-63 (Emily O. Felt testimony on June 8,
2011), | .

NCSEA states that it is unclear whether the comprehensive review ﬁ)ok.place

and, if it did, whether it yielded any changes in Duke's practices.

.NCSEA states that it understands the need for a certain level of guardedness on
the part of the IOUs. However, "At the same time, NCSEA believes nan-intervening
business-persons are being deprived of access to information critical to their investment
decisions, and in this way the REPS iaw's private business development purpose, see
N.C. Gen. Stat. 62-2(a)(10), is being thwarted by the nondisclosure (NCSEA
Comments, at 9). '

NCSEA notes that in. Docket No. E-7, Sub 819, the Commission entered an
Order on June 11, 2008 in which it stated that “the Commission believes that it is in the
public interest for [future cost] estimates to be disclosed af the earliest possible time that
disclosure will no longer prejudice Duke’s negotiations.” (Order. Approving Decision to
Incur Project Development Costs, at 6). It believes that the same considerations of
public interest apply in the IRP proceedings and should be supported by directing the
1QUs to review all, or some older portions, of their REPS confidential filings and show
cause why they should not be made public at this. time. In the alternative, NCSEA
requests the Commission's specific guidance as to whether an IRP docket is an
appropriate setting in which to file a motion for public disciosure,

In addition to Progress's comments discussed in- Section A above, Progress
states that it is not the purpose of the IRP proceedings to convey price signals or other
information to third parties to facilitate their business decisions for their own gains.

Duke states that in response to its commitments made in Dockat No. E-7,
Sub 984 tast year, it revisited the poriions of its 2010 REPS Compliance Pian that were
marked confidential and significantly reduced the redacted sections of the updaied
2011 REPS plan. Duke's 2011 plan had only one attachment including any redactions, a
table showing specific pricing and projected REC volume acquisition.
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Duke maintains that the information sought by NCSEA is clearly protected from
public disclosure as a trade secret under North Carolina law, and the risk of potential
negative impact on utility customers is not outweighed by the benefits to NCSEA's
allegedly disadvantaged investors. . :

NC Power submits that its REPS compiiance plans contain competitive, market
sensitive information which if disclosed to third party developers, bidders and other REC
marke! participants could harm NC Power and its customers. Specifically, the REPS
filings contain information related to terms, conditions and pricing of competitively
negotiated and secured REC contracts, forecasted REPS -compliance expenditures and
projected energy savings from energy efficiency programs. If known by third parties
engaged in the REC market, this information would give them market intelligence that
they could use to their competitive advantage to the detriment of NC Power ‘and its
customers, including giving them an advantage-over other vendors or developers.

NC Power aiso maintains that the passage of time does not negate the need for
confidential treatment of REPS information. In particular, the REPS filings contain
_sensitive. forecasted information which should remain confidential into the future.
Therefore, NC Power opposes NCSEA's recommendation that the Commission require
past REPS filings to be unsealed.

In Duke's 2010 REPS proceeding, Docket No. E-7, Sub 984, NCSEA witness
Urlaub commented on a need for more transparency in the filings made at the
Commission. He stated that a meaningful analysis of Duke's approach to compliance
.would be impossible based solely on the non-confidential information filed by Duke and

that the public would have a difficult time determining if the public interest is served .

based on such non-confidential information. In'response, Duke withess Felt stated that
Duke would comprehensively review the necessity to maintain the’ confidentiaiity of all of
the redacted information contained in its REPS compliance flling and, to the extent the
Company believed that its customers would not be harmed by the disclosure of certain
information, make appropriate adjustments to the Company's néxt REPS compliance
pian filing in September 2011. The Commission's Order, in Finding of Fact No. 11,
stated that Duke had appropriately made information available about the research and
administrative costs it was seeking to recover through the REPS rider and had not acted
improperty in filing some information under seat. .

In Duke's 2010 REPS Compliance Plan, Duke included several items that it
designated as confidential. These included “Table 4: FLS Hot Water Instaliations,”
“Table 5: Solar Set-Aside Compliance Projections,” and “Exhibit 8 Duke's Renewable
Resource Procurement from 3 Parties (signed contracts).” In its 2011 REPS
Compliance Plan, Duke omitted Table 4 and Table 5, but included the list of third-party
contracts designated as confidential. However, other information, including projected
energy efficiency savings, was filed as public information (Duke IRP Report, at 33-35).
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Progresé's 2011 REPS Compliance Plan also includes a confidential list of
third-party contracts (Progress IRP Report, Appendix D, Exhibit 1). Al other information
was filed as public information. :

NC Power's 2011 REPS Compliance Plan includes several tables in Which
portions of the information for 2011, 2012 and 2013 is designated as confidential,
including: :

» Figure 1.2.1 Company's REPS Compliance Plan Summary

* Figure 1.3.2 Company's Solar REC Compliance by Year

*» Figure 1.3.4 Company's Swine REC Compliance by Year

» Figure 1.4.1 North Carolina Energy Efficiency Programs Energy Savings

* Figure 1.7.1 Company's Compliance Cost Summary
+ Figure 1.8.1 Company's Comparison of Annual Caps

The information designated as confidential includes projections of the energy
efficiency savings to be achieved by specific programs; total energy efficiency savings
to be achieved;, number of general, solar, swine and poultry RECs purchased and
_number needed; number of retail customers by customer ciass, annual cost cap
per customer class, total annual cost cap per customer class; cost of REPS compliance
and projected administrative costs.

Similar tables are provided for the Town of Windsar, with much of the information
designated as confidential (Figure 1.2.2, Figure 1.5.3, Figure 1.5.4, Figure 1.7.2 and
Figure 1.8.2). :

As the Commission has previously concluded, there is merit in the IQUs'
concerns about third-party developers and bidders obtaining access to market-sensitive
REPS information, such as a utility's need for additional solar RECs or a utility's
willingness to pay for a particuiar resource to meet the poultry or swine set-aside.
Third parties could use such information to bid up prices of renewable resources and
RECs to the defriment of a utility's customers. Further, the Commission is not
persuaded that the intent of the policy statement in G.S. 62-2(a)(10)(c), to "[E]ncourage
private investment in renewable energy and energy efficiency,” is to provide -private
investors with commercially valuable information that is developed by I0Us, the cost of
which is paid by ratepayers.

The 10Us have an obligation under Senate Bill 3 o mee! their REPS
requirements in the most reasonable and prudent manner under the circumsiances. in
order to assist the IOUs in satisfying this obligation, the Commission must regulate them
in a manner that maximizes their ability to secure resources at favorable- prices and
terms and, -at the same time, recognizes and supports the right of the public to
scrutinize their activities. On balance, the Commission concludes that the disclosure of
specific information concerning REPS contract prices, REC quantities and prices, and
other terms would impair the 10Us' ability to negotiate and transact business on
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favorable terms. Therefore, it is not in the public interest to adopt a blanket requirement
to disclose this information.

Under G.S. 132-1.2, a utility has the right to file information under seal when the
information constitutes a trade secret. State ex. rel Utilities Commission v. MC|
ITelecommunications Corp.. 132 N.C. App. 625 514, SE. 2d 276 (1999). The
Commission has previously recognized that disclosure of certain information could
affect a pubiic utility's ability to negotiate with providers of renewable energy products,
and, therefore, supported the continued maintenance of the proprietary nature of some
of this information. The Commission has also recognized the value of making more of
this information public so as to improve customer confidence in the expenditures that
" are being made, as well as to potentially prompt future innovations ang reductions in the
cost of REPS compliance. Therefore, the Commission concludes that the 10Us should
continue to review and appropriately reduce the confidential portions of their future
REPS filings. ‘

_ In addition, portions of the REPS information designated as confidential by
NC Power appear not to be trade secret or sensitive commercial informaticn within the
meaning of G.S. 132-1.2. Further, in some respects it is information that is already
public, being included in other sections of NC Power's IRP Report, or being information
that could be derived from that which is included as public information. For example,
Figure 4221 Peak Load Forecast & Reserve Requirements (IRP Report at 47);
Appendix 2C — North Carolina Sales by Customer Class (IRP Report at AP-4):
Appendix 2F - North Carolina Customer Count (IRP Report at AP-7); Figure 4.3.2.1
North Carolina REPS Requirements, showing projected annual GWh requirements to
meet the general REPS targets from 2012 through-2021 (IRP Réport at 49), Figures
4322 4323. and 4.3.2.4 North Carolina Solar, Swine Waste and Pouitry Waste
REPS Requirements, showing the projected annual GWh requirements to meet the
solar, swine waste, and poultry waste set-aside REPS targets from 2012 through 2021
(IRP Report at 50-51); Appendices 30 and 3P, showing approved energy efficiency
programs, projected system energy savings from each program and projected number
of system participants in each program (IRP Report at AP-37 and 38); and
Appendices 38 and 3T, showing proposed energy eificiency programs, projected
system energy savings from each program and projected number of system participants
in each program (IRP Report at AP- 41 and 42) '

The Commission concludes that there is a guestion as 1o whether some of the
information designated as confidential by NC Power is trade secret information under
G.S. 132:1.2. Therefore, the Commission will require NC Power to review the
information discussed above and file an explanation as to why this information should
be maintained under s=al.

Finally, the Commission notes that NCSEA and other parties can by appropriate
motion in any Commission proceeding identify and request public disclosure of specific
information that they believe was inappropriately filed under seal or should no longer be
-maintained under seal.
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2011 REPS COMPLIANCE PLANS

Commission Rule R8-67(b) requires each electric power supplier to annually file
a REPS compliance plan. The plan is to cover the current calendar year, as well as the
subsequent two calendar years, and it is to demonsirate-the electric power supplier's
plan for complying with REPS. The plans are to be included with the IRP filing for those
electric power suppliers that are required to file IRPs. .

The Commission appreciates the REPS compliance plan comments provided by
the Public Staff. At this time, the Commission finds that the Public Staffs comments
raise a significant issue that needs to be addressed. Specifically, the REPS compliance
plans filed in 2011 in this docket as well-as in E-100, Sub 131 call into question whether
North -Carolina's electric power suppliers will meet their 2012. and, 2013 REPS
obligations relative to the swine waste and poultry waste set-asides established .in
G.8.62-133.8(e) and (f). Quoting from the Public Staffs comments filed on
January 13, 2012: : .

Duke, PEC [Progress], DNCP [NC Power], GreenCo, North Carolina
Eastern Municipal Power Agency (NCEMPA), North Carolina Municipal
Power Agency No. 1 (NCMPA1), and the Public Works Commission of
the City of Fayetteville (Fayetteville) have formed a group (collectively,
the Swine Group) to jointly request proposals for energy or RECs derived .
from swine waste to meet the requiremenits of the swine waste set-aside
in G.8. 62-133.8(e). This statute requires that the State’s electric power
suppliers must collectively procure energy or-RECs from swine waste
resources to meet 0.07% of sales in 2012 and 2013. Duke has taken a
leadership role for the Swine Group and executed four tong-term
purchase agreements with swine waste REC suppliers on behalf of the
group. These four contracts will result in as many as 25 swine
waste-to-energy facilities in North Carclina. Despite these contracts, the
Swine Group does not believe it can obtain enough swine waste
resources to meet the 2012 requirements for the group. However, the
group believes that it can meet the requirements for 2013 and beyond.
Uncertainties remain in procuring swine RECs, such as the foltowing:
(1) providers of swine waste RECs are few, (2) the production of energy
from swine wasie at a commercial scale is unproven, and (3) swine
waste-to-energy facilities are small and highty distributed ‘compared to
traditionat generation and the set-aside requirement.

Again, citing from the Public Staff's comments filed on January 13, 2012:

Progress, NC Power, GreenCo, EU [Energy United], Halifax, NCEMPA
NCMPA1, and Fayetteville (but not Duke) formed a group (collectively, the
Poultry Group) to jointly pursue energy or RECs derived from pouttry
waste to meet the requirements of G.8. 62-133.8(f). This statute requires
that the State's electric power suppliers must collectively procure energy
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from poultry waste resources i the amount of 170 000 MWH or equivalent

in 2012 and 700,000 MWH or equivalent in 2013. Progress has taken a

leadership role for the Poultry Group. Meseting the poultry waste set-aside

has presented challenges to the Poultry Group; some are similar to those

of meeting the swine waste set-asidge. However, several actions by the

General Assembly and the Commission in 2010 and 2011 have made

compliance with the poultry waste set aside easier to achieve than the .
Public Staff anticipated before 2010. ~ ‘ '

Duke indicated that the pouliry was'te-to—energy market is still new and indicated
that it is optimistic but uncertain about compliance. Progress is more confident that it
can meet the poultry waste requirement. In. April 2011, Progress signed a contract to
purchase energy and RECs from a 36-MW pouitry waste-to-energy facility that should
be able to deliver 200,000 poultry waste RECs per year. GreenCo also plans to obtain
poultry waste RECs from this facility. However, the owners of the facility have not filed
an application for a certificate of public convenience and necessity. NCEMPA has not -
secured enough poultry waste RECs to meet the 2012 requirement but is continuing to
pursue them. NCMPA1 has secured enough pouitry waste RECs to meet the 2012
requirement but is still pursuing resources to meet the requiremant for 2013. The Public
Staff also noted that no electric power supplier -has filed with the Commission to modify
or delay the swine waste or poultry waste set-asides under the "off-ramp” provision of
Senate Bill 3° The Commission determines that the issue of whether electric power
suppliers will comply with the REPS poultry waste and swine waste set-asides
implicates all of the State’'s electric power suppliers, not only those that file IRPs.
Therefore, the Commission on May 16, 2012, issued an order in the generic Docket
No. E-100, Sub 113 and required that all electric power suppliers submit to the
Commission within 30 days an update of their plans for complying with the swine waste
and pouitry waste set-asides in 2012 and 2013,

IT IS, THEREFORE, ORDERED as follows:
1. That this Order shall be adopted as a part of the Commission’s current
analysis and plan for the expansion of facilities to meet future reguirements for

electricity for North Carolina pursuant to G.S. 62-11 0.1(c).

2. That the 2011 update IRP reports filed in this proceeding by the |OUs,
NCEMC, Piedmont, Rutherford, EnergyUnitqd, and Haywood are hereby approved.

5 Senate Bill 3 authorizes the Commission to modify or delay its provisions if & is in the pubdic inierest to do se. Commission
Rule RB-67(c)(5) states: "in any year, an electric power supplier or other interested party may peition the Commission to modify or
delay the provisions of G.S. 62-133.8(b}, (c), (), (e} and (f), in whole or in part, The Commission may grant such petition upon a
finding that It is in the public interest to do so. If an electric power supplier is the petitioner, It shail demoanstrate that it has made a
reasonable effor! to meet the requirements of such provisions, Retroactive modification or delay of the provisions ... shall not be
permitted. The Commission shall allow a modification or delay only with respect io the electric power supplier or group of electric
power suppliers for which a need for a modificatior or delay has been demonstrated.”
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3. That the 2011 REPS compliance pians filed in this prbceeding Ey the 10Us,
GreenCo, Halifax, and. EnergyUnited are hereby approved. ’

4. That future IRP filings by all utilities shall continue fo include a detailed
explanation of the basis and justification for the appropriateness of the level of the
respective utility's projected reserve margins. . -

5. "That fUtufe_‘lRP filings by all utilities shall cohfinue to include a copy' of the
most recently completed FERC Form 715, including all attachments and exhibits.

6. That future IRP filings by all utiliies shall continue to: (1) provide the amount
of load and projected ioad growth for each wholesale customer under contract on a
year-by-year basis through the terms of the current contract, segregate actual and
projected growth rates of retail and wholesale loads, and explain any difference in
actual and projected growth rates between retail and wholesale loads, and (2) for any
amount of undesignated load, detail each potential customer’s current supply
arrangements and explain the basis for the utility's reasonabie expectation for serving
each such customer. :

- 7. That Duke's Cliffside Carbon Neutrality Plan, as contained in Appendix J of
its 2011 IRP, is appropriately before the Commission for approval as part of Duke's IRP.
As such, the Commission is approving only the Plan itself as a reasonable path for
Duke’'s compliance with the carbon emission reduction standards of the air quality
permit and is not approving any individual specific activities nor expenditures for any
activities shown in the Plan. As noted by Duke, this Plan shall also be submitted to the
Division of Air Quality, which will evaluate the effect of the plans on carbon, and provide
its conclusions to this Commission. -

B.  That each IOU shall include a discussion of a variance of 10% or more in
projected EE savings from one IRP report to the next.

9. That each 10U shall include a discussion of the status of market potentia
studies or updates in their 2012 and future IRPs.

10. That Duke, Progress and NC Power shall continue to review and
appropriately reduce the confidential portions of their future REPS filings. :

1. That within 30 days of the date of this Order, NC Power shall review the
following information designated as confidential in its 2011 REPS Compliance Plan and
- provide an explanation as to why it considers this information to be confidential under
G.S. 132-1.2: (a) projections of the energy efficiency savings to be achieved by specific
programs; (b) total energy efficiency savings to be achieved; {c) number of general,
solar, swine and poultry RECs purchased and number needed; (d) number of retail
customers by customer class; (e) annual cost cap per custcmer class; (f) total annual
cost cap per customer class: (g) cost of REPS compliance; and (h) projected
administrative costs.
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12. That all ordering paragraphs. listed in the Order Approving 2010 Biennia!
Integrated Resource Plans and 2010 REPS Comphance Plans, issued in this same
docket on October 26, 2011, remain in effect.

ISSUED_BY‘ORDER O,F.THE COMMISSION._
~ This the _30th day of May, 2012
NORTH CAROLINA UTILITIES COMMISSION

o%ml. L. Moumk

Gail L. Mount, Chief Clerk

je053012.01

25



APPERDIX 2
PAGE 1 OF 44

STATE OF NORTH'CAROLINA
UTILITIES COMMISSION
RALEIGH

~ DOCKET NO. E-100, SUB 128
* BEFORE THE NORTH CAROLINA UTILITIES COMMISSION
In the Matter of |
Investigation of integrated Resource ) ORDER APPROVING 2010 BIENNIAL
Planning in North Carolina - 2010 ) INTEGRATED RESOURCE PLANS AND
‘ } 2010 REPS COMPLIANCE PLANS

HEARD: . Commission Hearing Room 2115, Dobbs Building, 430 North Salisbury
: Street, Raleigh, North Carolina, on Monday, January 24, 2011, at 7 p.m.

BEFORE: Commissioner Wiliam T. C'ulpepper, lll, Presiding; Chairman Edward.S.
Finley, Jr.; and Commissioners Lorinzo L. Joyner; Bryan E. Beatty,
Susan W. Rabon; ToNola D. Brown-Bland: and Lucy T. Allen
APPEARANCES:

For Carolina Power & Light Company, d/b/a Progress Energy Carolinas, Inc.:

Len S. Anthony, General Counsel, 410 South Wilmington Street, Post
Office Box 1551, Raleigh, North Carolina 27602-1551

For Duke Energy Carolinas, LLC:
Charles A. Castle, Senior Counsel, Duke Energy Corporation, 526 South
Church Street, ECO3T/Post Office. Box 1008, Charlotte, North Carolina
28201-1008

For Duke and Virginia Electric and Power Company, d/b/a Dominion North
Carolina Power:

Robert W. Kaylor, Law Office of Robert W. Kayior, P.A., 3700 Glenwood
Avenue, Suite 330, Raleigh, North Carolina 27612

For North Carolina Electric Membership Corporation:

Robert Schwentker and Richard Feather, 3400 Sumner Boulevard,
Raleigh, North Carolina 27616
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For Southern Alliance for Clean Energy:

G_udrUn Thofripson, 601 West Rosemary Streef, Suite 220, Chapel Hill,
North Carolina 27516 .

For North Ca’rplin; Sgstainable Energ'y Association: .
- Kurt dlson, 1.111 Haynes Ro'ad., Suite 800, Raléigh, North Caroliné 2?604
For North Carolina Waste Awareness & Reduction Network:
John D. Runkie, Past Office Box 3793, Chapel Hill, North Carolina 27515
For the Using and Consuming Public:

Robert S. Gilliam, Staff Attorney, Public Staff — North Carolina Ustilities
Commission, 4326 Mail Service Center, Raleigh, North Carolina
27698-4326

Leonard G. Green, Assistant Attorney General, North Carolina
Department of Justice, Post Office Box 629, Raleigh, North Caroiina
27602-0629

BY THE COMMISSION: integrated Resource Planning (IRP) is intended to
identify those electric resource opfions that can be obtained at least cost to the
ratepayers consistent with adequate, reliable electric service. IRP considers
demand-side alternatives, including conservation, efficiency, and load management, as
well as supply-side alternatives in the selection of resource options. Commission
Rule R8-60 defines an overall framework within which the IRP process takes place in
North Carofina. Analysis of the Jong-range need for future electric generating capacity
pursuant to G.3. 62-110.1 is included in the Rule as a part of the IRP process.

G.S. 62-110.1(c) requires the Commission to “develop, publicize, and keep
current an analysis of the long-range needs" for electricity in this State. The
Commission’s analysis should include: (1) its estimate of the probable future growth of
the use of electricity; (2) the probable needed generating reserves: (3) the extent, size,
mix, and general location of generating plants; and (4) arrangements for pooling power
to the extent not regulated by the Federal Energy- Regulatory Commission (FERC).
G.S. 62-110.1 further requires the Commission to consider this analysis in acting upon
any pelition for construction. In addition, G.S. 62-110.1 requires the Commission to
submit annually to the Governor and to the appropriate committees of the General
Assembly: (1) a report of the Commission’s analysis and plan; (2) the progress to date
in carrying out such plan; and (3) the program of.the Commission for the ensuing year in
connection with such plan. G.S. 82-15(d) requires the Public Staff to assist the
Commission in this analysis and plan.
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~G.8. 82-2(a)(3a) declares it a policy of the State {o:

. assure. that resources necessary to meet future g'rbwth thf_ough the -
provisicn ‘of adequate, reliable utility service include use of the entire
“spectrum of "demand-side - options, " including - but” not limited  to
- conservation, load management and efficiency programs, as additional
sources of energy supply and/or energy demand reductions. To that end,
to require energy planning and fixing of rates in a manner to result’in the
least cost mix of generation and demand-reduction measures which is
achievable, including consideration of appropriate rewards to utilities for
efficiency and conservation which decrease utiiity bills. ...

To meet the requirements of G.S. 62-110.1 and G.S 62-2(a){3a), the
Commission conducts an annual investigation into the electric “utilities’  IRP.
Commission Rule R8-60 requires that each of the investor-owned utilities, the North
Carolina Electric Membership Corporation, and any individual electric membership
corporation o the extent that it is responsible for procurement of any or all of its
individual power supply resources (hereinafter, collectively, the electric utilities)
furnish the Commission with a biennial report in even-numbered years.that contains
the specific information set out in that Rule.” In odd-numbered years, each of the
electric utilities must file an annual report updating its most recently filed
biennial report.

Further, Commission Ruie R8-67(b) requires any electric power supplier subject
to Rule R8-60 to file a Renewable Energy and Energy Efficiency Portfolio Standard
(REPS) compliance plan as part of its' IRP report. Within 150 days after the filing of
each electric utility's biennial report, and within 60 days after the filing of each etectric
utifity’s annual report, the Public Staff or any other intervenor may file its own plan or
an evaluation of, or comments on, the eleciric utilities’ IRP reports. Furtharmore, the
Public Staff or any other intervenor may identify any issue that it believes should be
the subject of an evidentiary hearing.

The 2010 biennial integrated resource plans (IRPs) were.filed by the foliowing
investor-owned utilittes (IOUs): Carolina Power & Light Company, d/b/a Progress
Energy Carolinas, Inc. (PEC); Duke Energy Carolinas, LLC (Duke): Virginia Electric and
Power Company, d/bfa Dominion North Carolina Power (DNCP); and the electric
membership corporations (EMCs). North Caroiina . Electric Membership Corporation
(NCEMC}), Rutherford EMC (Rutherford), Piedmont EMC (Piedmont), Haywood EMC
(Haywood), and EnergyUnited EMC (EU). In addition, REPS compliance plans were
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-sub'mitted by the IOUs, GreenCo Solutions, inc. (C_Erc-izemCo),1 Halifax EMC (Haiifax), and
EU. : -

In addition to the Public Staff, the following parties have intervened in this docket;
. ~the Carolina Industrial Group for Fair Utility Rates [, Il and Il (CIGFUR); the North

-Carolina Sustainable Energy Association (NCSEA); the Public Works Commission of
the City of Fayetteville (Fayetteville); Nucor Steel-Hertford (Nucor); the North Carolina
Waste Awareness & Reduction Network {(NC WARN); the Southern Alliance for Clean
Energy (SACE), and the Carolina Utility Customers Association, Inc. (CUCA). The
intervention of the Attorney Genera! is recognized pursuant to G.S, 62-20.

Procedural History

On August 20,.2010, Rutherford filed a fetter indicating that it had a long-term
power supply agreement with Duke, its load would be reported for filing purposes within
Duke's IRP, its renewable energy requirements under the REPS would be provided by
Duke, and its REPS requirements wouild be reflected in Duke’'s 2010 REPS compliance
plan. Also on August 20, 2010, PEC moved fo extend the filing date for its IRP to
September 12, 2010. This motion was granted by the Commission on
September 1, 2010. On August 27, 2010, EU filed its 2010 IRP and its 2010 REPS
compliance plan. On August 31, 2010, Halifax filed for an extension of time to file its .
2010 REPS _compliance plan. The Commission by Order issued on
September 14, 2010, granted Halifax an extension up to and including
October 15, 2010. On August 31, 2010, Haywood filed its 2010 IRP. On
September 1, 2010, Duke and DNCP filed their 2010 IRPs and REPS compliance plans;
GreenCo filed a compliance plan on behalf of its members: and Piedmont, NCEMC, and
Rutherford filed their 2010 IRPs. On September 13, 2010, PEC filed its 2010 IRP and
REPS compliance plan. On October 15, 2010, Halifax filed its 2010 REPS compliance
pian.

By Order dated December 3, 2010, the Commission scheduled a public hearing
for- January 24, 2011, on the filed IRPs and REPS compliance plans. On
December 13, 201C, SACE requested an evidentiary hearing on issues to be identified
by the Commission. On December 17, 2010, NC WARN made 2 filing in support of
SACE's request for an evidentiary hearing. On December 28, 2010, PEC moved that
the Commission delay ruling on SACE's request until SACE and NC WARN had
identified elements of the electric utilities' IRPs with which they disagree and allow
parties to respond to the identification of issues. On January 13, 2011, the Public Staff
moved that the deadline for the filing of comments on IRPs be extended to
February 10, 2011. The Commission granted this Motion on January 19, 2011.

' GreenCo filed a consolidated 2010 REPS compliance plan on behalf of Albemarle EMC, Brunswick
EMC, Cape Hatteras EMC, Carterei-Craven EMC, Central EMC, Edgecombe-Martin Couniy EMC,
Four County EMC, French Broad EMC, Haywood, Jones-Onstow EMC, Lumbee River EMC, Pee Dee
EMC, Piedmont, Pitt & Greene EMC, Randolph EMC, Roancke EMC, South River EMC, Surry-Yadkin
EMC, Tideland EMC, Tr-County EMC, Union EMC, and Wake EMC.

4
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' The public hearing was held as scheduled on January 24, 2011. The public
witnesses in attendance- testified in support of energy efficiency (EE) and renewable
energy technologies, in. opposition to coal and nuclear generation, and against rate
increases. - s '

On February 9, 2011, DNCP filed an updated 2010 REPS compiiance plan. On
February 10, 2011, comments were filed by the Public Staff and SACE On
February 11, 2011, comments.were filed by NC WARN. Both SACE and NC WARN
requested that the Commission hold an evidentiary hearing on the IRPs of Duke and
PEC.

On February'23, 2011 Duke moved that the deadline for filing reply comments be
extended unti- March 1, 2011. The Commission granted the motion on
February 24, 2011.

On March 1, 2011, reply comments were filed by Blue Ridge EMC (Blue Ridge),
PEC, Duke, and DNCP addressing the comments of the Public Staff, SACE, and
NC WARN. On March 3, 2011, Blue Ridge submitted a corrected version of its reply
comments. On March 10, 2011, the Public Staff clarified two items in its
February 10, 2011 comments. _

On April 14, 2011, the Commission issued an Order. Denying Request for
Evidentiary Hearing. On April 29, 2011, NC WARN filed a Motion for Reconsideration of
that order, to the limited extent of allowing parties to file proposed orders or briefs
before the Commission issues its final order in this proceeding. On May 2, 2011, Duke
filed a -supplemental response to the Pubiic Staff's initial comments. On May 5, 2011,
the Commission issued an Order allowing parties to file proposed orders or briefs.

On June §, 2011, the following parties suAbmitted briefs or proposed orders: PEC,
Duke, .DNCP, NC WARN, and SACE. Aiso on June 8, 2071, NCSEA submitted
comments. The Public Staff did not submit a brief or proposed order in this proceeding.

On Juns 14, 2011, Duke filed an Objection to NCSEA’s Comments Fiiing. In
Duke'’s objection, it requested that the Commission reject NCSEA’s filing as grossly out
of time. On June 17, 2011, NCSEA submitted a Reply to Duke's. Objection to NCSEA's
Comment Filing. According to NCSEA, its comments were firmly grounded in the record
and, like a brief, consisted of contentions based on the record evidence. Upon review of
these filings, the Presidirig Commissioner conciuded that NCSEA's comments should
be treated as a brief. As such, NCSEA could not raise new issues in its filing because
they should have been filed within the time allowed for comments on the utilities’ IRPs.
Therefore, only arguments asserted by NCSEA regarding issues previously raised in
comments submitted by the Public Staff and the other intervenors were allowed and
taken into consideration by the Commission in reaching its decision in this docket.
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Based upon the foregoing, the information cohtaine_d in the 2010 biennial IRPs,
the "2010 REPS compliance plans, the comments and reply comments, and ‘the
Commission's entire record of this proceeding, the Commission makes the following:

'FINDINGS OF FACT

1. The 10Us' 15-year forecasts of native load requirements and other system
capacity or firm energy obligations; supply-side and demand-side resources expected to
satisfy those loads; and reserve margins thus produced are reasonable for purposes of
this proceeding and should be approved.

2. The 10Us' 2010 biennial IRP reports are reasonable and should be
approved. '

3. The I0Us’ 2010 REPS compliance plans are reasonable and should be
approved, ' o

4, The 2010 biennial IRP reporié and 2010 REPS compliance plans
submitted by NCEMC, Piedmont, Rutherford, EU, Haywood, GreenCo, and Haiifax are .
- reasonable and should be approved. '

: 5. PEC and Duke have adequately addressed the issues raised by SACE
and NC WARN in this proceeding inciuding the proper evaluation of EE and
demand-side management (DSM)resources, least cost portfolio selection, peak
demand and energy growth projections, baseload requirements, the cost of new nuclear
generation, greenhouse gas (GHG) emissions, and the potential economic viability of
existing scrubbed coal units.

B. PEC has provided adequate information in this proceeding related to the
planned retirements of its coal-fired generating units,
7. PEC and Duke have provided adequate information in this proceeding
regarding their reserve margins, as required by Rule R8-60(i)(3).

8. Duke should file in the respective dockets of each affected DSM program
and pilot a calcuiation showing the difference between the avoided cost capacity and
energy benefits, as originally filed, and the avoided cost benefits recalculated using the
correct DSMore model calculation methodology.

Q. The loads of French Broad EMC (French Broad) .and Blue Ridge are
reflected in the IRPs filed by NCEMC and Duke, respectively, and French Broad and
Blue Ridge are not required to file individual IRPs.

10. Al EMCs shouid include a full discussion in future biennial IRPs of their
DSM programs and their use of these resources as required by Rule R8-80(i)(8).
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11, If Piedmont determines that its smart meter programi is an EE program, it .
should file for Commission approval of the program pursuant to. Rule R8-68,

12, In future biennial IRPs, EU should provide a more detailed description of -
the participation and savings related to specific DSM and EE programs, particularly
those its proposes to use to meet its REPS obligations. '

13.  PEC and Duke shouid each prepare a comprehensive reserve margin
requirements study and include these as part of their 2012 biennial IRP reports. PEC
and Duke should keep the Public Staff updated as they develop the parameters of the
studies.

4. Each 10U and EMC should- investigate the value of activating
DSM resources during times of high system load as a means of achieving lower fuel
costs by not having to dispatch peaking units with their associated higher fuel costs if it
is less expensive to activate DSM resources. This issue should be addressed as a
specific item in their 2012 biennial IRP reports.

15, Each -electric utility should use appropriately updated DSM/EE market
_potential studies. : - :

16.  The current scenarios relating to carbon emissions, as.provided in the
IRPs, are responsive and appropriate for purpases of this proceeding.

DISCUSSION AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1-4
Peak and Energy Forecasts

in the Public Staff's comments, it stated that all of the- electric utiiities use
accepted econometric and end-use analytical models to forecast their peak and energy
needs. As with any forecasting methodology, there is a degree of uncertainty associated
with models that rely, in part, on assumptions that certain historical trends or
relationships will continue in the future.

The Public Staff has reviewed the electric utiiities’ 15-year peak and energy
forecasts (2011-2025). The compound annual growth rates (CAGRS) for the forecasts
of PEC, Duke, and DNCP are within the range of 1.2% to 1.8%. The CAGRSs for
NCEMC and the four independent EMCs that filed IRPs (EU, Haywood, Piedmont, and
Rutherford) are within the range of 1.2% to 2.2%.. :
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PEC

The Public Staff's one-year review of PEC’s peak load accuracy shows that the
predictions in the 2009 IRP represent a forecast with less than a 1% error.? The iow
forecast error rate.was, in part, due to the system-wide average temperature of
96 degrees Fahrenheit, which was approximately equal to PEC’s normal peak-day
temperature. The Public Staffs five-year review of PEC's peak load and energy sales
forecasting accuracy shows that the predictions in the 2005 IRP were reasonably
accurate with less than a 5% forecast error. C :

The Public Staff believes that the economic, weather, and demographic
assumptions that underiie PEC’s peak and energy forecasts are reasonable and that
PEC has employed accepted stafistical and econometric forecasting practices. In
conclusion, the Public Staff believes that PEC’s peak load and energy sales forecasts
are reasonable for planning purposes.

Duke

The Public Staff's one-year review of Duke’s peak load accuracy shows that the
predictions in the 2009 IRP represent a forecast with less than a 2% error. The
system-wide average temperature was 93 degrees Fahrenheit, which was
approximately one degree cooler than the normal peak-day temperature, The Public
Staff's five-year review of Duke’s energy sales forecasting accuracy shows that the
predictions in Duke’s 2005 IRP were reasonably accurate with less than a 5% forecast
error. However, the forecast accuracy of Duke's peak ioads refiected a 5.7% forecast
error. The above-average forecast error for the five-year period results from the
relatively iow actual peak loads reported in 2009 and 2010, which were more than 8%
below the predicted peak loads. These two forecast errors were mainly due to a
reduction in new customers in 2010 and an even larger reduction in new customers in
2008. Duke's 2010 forecast more accurately reflects the current gconomic ervironment.

The Public Staff believes that the economic, weather, and demographic
assumptions that underiie Duke’s peak and energy forecasts are reasonable, and that
Duke has employed accepted statistical and econometric forecasting practices. In
conclusion, the Public Staff believes Duke's forecasts are reasonable for planning
purposes.

DNCP

The Public Staff's one-year review of DNCP’s peak load accuracy shows that the
predictions in the 2009 IRP represent a forecast with less than a 1% error. The Public
Staff's five-year review of DNCP's peak load and energy sales forecasting accuracy
shows that the predictions in the 2005 IRP were reasonably accurate with less than z
5% forecast error.

? The Mean Absolute Error is used to calculate the forecast error.

8
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The Public Staff believes that the economic, - weather, and -demographic
assumptions that underlie DNCP's.peak and energy forecasts are reasonable, and that
DNCP has employed accepted statistical and econometric forecasting practices. In
conclusion, the Public Staff believes that DNCP's peak load and energy sales forecasts
are reasonable for planning purposes.

NCEMC

The Public Staff's analysis of NCEMC'’s peak load forecasting accuracy over the
past five years indicates that the forecasts in its 2005 annual report were on average
247"MW lower than its actual system load, which equates to a 8% forecast error. its
energy sales forecast has been reasonably accurate with less than a 5% error rate. In
response to the Commission's Order in Docket No. E-100, Sub 124, NCEMC reworked
its load forecasting method by partnering with SAS Institute, Inc., to develop new
state-of-the-art statistical models. The new peak demand models implemented by
NCEMC are based on usage per customer and allow for the quantification of changes in
peak demand among each of its member cooperatives that are attributable to changes
in weather conditions and other factors. The Public Staff is cautiously optimistic that its
concerns expressed in prior IRP dockets about the accuracy of NCEMC's forecasting
methods will be resolved by this new forecasting process: however, it will still be
necessary to review the forecasts for several years, contrasted with actual peak lcads
realized, before the impact of the changes in forecasting methodology can be fully
assessed. The Public Staff believes that the current forecasts by NCEMC are
reasonable for planning purposes. . :

EU

EU's 15-year forecast predicts that its winter peak, which is considered its
system peak, will grow at an average annual rate of 0.9%. lts energy sales are
predicted to grow at an average annual rate of 1.2%. The average annual growth of the
annual peak is 6 MW over the 15-year forecast. The Public Staff believes that the
forecasts by EU are reasonable for planning purposes. :

Haywogod

Haywood's 15-year forecast predicts that its winter peak, which is considered its
system peak, will grow at an average annual rate of 2.1%. lts energy sales are
predicted to grow at an average annual rate of 2.0%. The average annual growth of the
annual peak is 2 MW over the 15-year period. The Public Staff believes that the
forecasts by Haywood are reasonabile for planning purposes, :

Fiedmont

Piedmont's 15-year forecast predicts that its winter peak, which is considered its
system peak, will grow at an average annual rate of 2.1%. The average annual growth

9
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of its summer peak is 3 MW over the 15-year period. Piedmont's energy sales are
‘predicted to grow at an average annual rate of 2.1%. The Public Staff believes that the
forecasts by Piedmont are reasonable for planning purposes. ‘ e

Rutherford

Rutherford's 15-year forecast predicts that its winter peak, which is considered its
system peak, will grow at an average annuai rate of 1.4%. Its energy sales are
predicted to grow at an average annual rate of 1.2%. The average annual growth of
Rutherford’s winter peak is 5 MW over the 15-year period. The Public Staff believes that
the forecasts by Rutherford are reasonable for planning purposes.

Summary of Load Forecasts

The following tabie summarizes the growth rates for the electric utilities' system
_peaks and energy sales forecasts.

2011- 2025 Growth Rates
(After EE and DSM)

Summer Winter Energy Annual MW
: Peak Peak Sales Growth
PEC 1.8% 1.8% 1.2% . 213
Duke 1.6% 1.6% A 1.8% - 322
DNCP 1.7% 1.8% 1.8% 342
NCEMC 1.8% 1.7% -~ 1.7% 58
EnergyUnited 1.0% 0.9% 1.2% 6
Haywood 2.2% 21% 2.0% ‘ 2
Piedmont 21% 2.1% 21% 3
Rutherford 1.4% - 1.4% 1.2% )

Reserve Margins
PEC

A capacity margin is calculated by dividing reserves by the total supply
resources, while a reserve margin is calculated by dividing reserves by the system firm
load after the impact of DSM. PEC stated that a minimum capacity margin target range
of approximately 11%-13% satisfies the one day in ten year Loss of Load Expectation
(LOLE) criterion and provides an adequate level of reliability. PEC further stated that it
considers 11% to be the minimum and acceptable capacity margin in the near term, but
that 12-13% is appropriate to be used in the ionger term due to forecast uncertainty,
The projected capacity margins range from 12% to 20% over the planning period. PEC
stated that these capacity margin values are the eguivalent of 14% to 25% reserve
margins, which were validated by the Public Staff. This implies a reserve margin target
of 14% to 15% over the long term planning period. As shown in PEC's IRP, projected

10
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reserve margins exceed this targeted level significantly during the planning period and
particularly during the 2011 to 2014 period. While PEC’s plan details the addition of
635 MW of generation (Richmond .County) in 2011 and 820 MW of generation (Wayne
County) in 2013, it does not provide for a corresponding rate of retirement of other
facilities. PEC noted that additional resources cannot be brought online in the exact
amount needed to match load growth. :

Duke

Duke stated that its own historical experience has shown that a 17% target
planning reserve margin is sufficient and necessary to provide reliable power supplies
for its North and South Carolina service areas. Duke also stated that from July 2005
through July 2009, generating reserves never dropped below 450 MW, but noted that
there are increased risks associated with réserve margins, which include (1) increasing
age of units, (2} inclusion of a significant amount of renewable energy (which is
generally less available than traditional supply side resources), (3) uncertainty related to ~
increases in the Company's EE and DSM programs, (4) longer lead times for
constructing base load units, (5) increasing environmenta! pressures, and {8) increases
in derates of units due to hot weather and drought. ; :

DNCP

PJM conducts an annual reliability assessment to determine an adequate level of
capacity in its footprint to meet the target level of reliability measured with a LOLE that
is equivaient to one day of ocutage in ten years. PJM's 2009 assessment recommended
using a reserve margin of 15.3% for the entire PJM footpririt. DNCP uses the PJM
reserve margin guidelines in conjunction with its own lcad forecast to determine its
long-term need for capacity. The reserve margins for the first three years of the planning
period are 16.1% (2011), 16.7% (2012), and 13% (2013). Becauseé DNCP is only
obligated to maintain a reserve margin for its portion of the PJM coincidental peak load,
it used a coincidence factor of 96.3% to derive an effective reserve margin of 11% for
2014 through 2025.

7

DSM and EE

The Public Staff's review of the DSM/EE portions of the 2010"IRPs indicates that
there is litile difference from those filed in 2009. Duke, DNCP, NCEMC, and the
independent EMCs, Haywood, Piedmont, Rutherford, and EU, generally forecast fewer
DSM/EE resources (in terms of MW and megawatt-hours' (MWh)) over the planning
horizon. PEC indicated a small increase in its forecast of DSM resources. All of the
electric utilities refy almost exclusively on the portfolio of DSM/EE programs they have
designed and adopted over the last couple of years to meet their forecasted
- DSM/EE resources over the planning horizon, with only a few programs recently
" imptemented or still under consideration. '

1
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Evaluation of Resource Options

PEC, Duke, and DNCP' provided information describing their analysis and
‘evaluation of resource options as required by Rule R8-60(i)(8). The 10Us use accepted
production cost simulation models that have the ability to perform optimization analysis
to select between different competing resource portfolios that potentially could be added
in various combinations to satisfy the utility's future load requirements. The objective of
these models is an identification of the least cost combination of resources as
determined by an evaluation of the present value of revenue requirements for the
various portfolios, while maintaining the target reserve margin. In addition to the review
of the 10Us’ load forecasts, future DSM and EE programs, and renewable resources,
the Public Staff also reviewed forecasts of fuel. prices, existing generation
characteristics, and the projected capital costs associated with new generation facilities
used in the resource optimization models. The investigation by the Public Staff indicates
that the projected operating and capital costs used in the production models and the
evaluation of resource options were conducted in a reasonable manner for purposes of
this proceeding. : :

REPS Compliance Plan Review

G.8. 62-133.8 requires all electric power suppliers to provide specified -
percentages of their retail saies using renewable energy resources or reduced energy
consumption through impiementation of EE measures. Commission Rule RB-67(k)
requires electric power suppliers to file a plan on or before September 1 of each year
explaining how they will meet the requirements of G.S. 62-1 33.8(b), (c}, (d), (e), and (f).
The plans must cover the current year and the next two calendar years, or in this case
2010, 2011, and 2012.

Duke, PEC, and DNCP provided an assessment of alternative supply-side
energy resources as part of their REPS compliance plans. All EMCs in North Carolina )
also provided plans. :

The Pubiic Staff noted that the electric power suppliers have had socme difficulty
obtaining sufficient resources from swine waste and poultry waste to mest the
requirements of G.S. 62-133.8(e) and (f). The filings regarding the efforts of the electric
power suppliers to meet these requirements are in Docket No. E-100, Sub 113,

Conciusions

Based upon the foregoing, the Commission finds that the 1OUs’ 15-year forecasts
of native load requirements and other system capacity or firm energy obligations;
supply-side and demand-side resources expected to satisfy those lcads; and reserve
margins thus produced are reasonable for purposes of this proceeding and should be
approved. The 2010 biennial IRP reports and 2010 REPS compliance plans submitted
by the I0Us are reasonable and shouid be -approved.

12
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The Commission also finds that the 2010 biennial IRP reports and 2010 REPS
compliance plans submitted by NCEMC, Piedmont, = Rutherford, EU, Haywood,
GreenCo; and Haiifax are reasonable and should be approved. : :

DISCUSSION AND CONCLUS]ONS FOR FINDING OF'FACT NQO. 5
Least Cost Resource Portfolio Selection

In its comments, SACE stated that Duke modeled several resource portfolios in
its IRP analysis. Some of these portfolios used a “High Energy Efficiency” or “High
DSM" case, which includes the full target impacts of the save-a-watt bundie of programs
for the first five years and then increases the load impacts at 1% of retail sales each
subsequent year until the load impacts reach the economic potential identified by
Duke’s 2007 market potential study, i.e., & 13% decrease in retail sales. Duke did not
select a portfolio with the High DSM case, however, despite the fact that the portfolios
incorporating Duke's High DSM case cost less, have lower risk, and appear.to result in
iower average electricity rates than does the optimal ptan. As a result, Duke's plan does
not result in the least cost mix of resources.

SACE argued that, in contrast to Duke’s failure to select an identified resource
portfolio with a High EE case, PEC failed to even model a high efficiency case. In its
IRP, PEC identifies three alternative-resource plans that it considered for scenario
analysis. However, PEC did not identify any scenario that inciuded a portfolio with
additional investments in EE (or renewable resources). Rather, these three alternative
plans differed only in terms of the amount of gas-fired and nuclear capacity contained in
each and in the timing for new additions of units with these technologies. SACE
maintained that PEC's failure to model different levels of EE reveals a critical flaw in the
Company's analysis. PEC did not conduct a similar sensitivity analysis even though the
Commission’s 2010 order called for “full and robust analyses and sensitivities.”

in its reply comments, Duke statéd that, as to the substantive aspects of Duke's
IRP, SACE initially criticized the. Company’s portialio analysis for not prioritizing its High
DSM case in all of its portfolios. It noted that SACE alleged that the High DSM case,
when applied to all of the Company’s potential portfolios, is lower cost to customers,
lower risk to customers, and will result in lower rates to customers than Duke’s Optimal
Plan, which is its selected portfolio of 2 Nuclear Units (2021/2023) and Incorporates the
Company’'s Base Case. SACE also included confidential Attachment 1 to demonstrate
the comparison of certain High DSM case portfalios to the Optimal Plan portfolio on-a
net present value basis. Duke submitted that it is notable that SACE did not include the
cost comparison information for the High DSM case as applied to the 2 Nuclear Units
(2021/2023} timeframe in Attachment 1. Duke argued that SACE's comparison of the
Company’s High DSM sensitivity cases to its Base Case portfolios is misleading and
presents an "apples to oranges” comparison. Duke argued further that, SACE’s analysis
disingenuously fails to acknowledge that the Company’s 2 Nuclear Units (2021/2023)
timeframe is the most cost-effective portfolio under the High DSM sensitivity.

13
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Duke expiained that it is unreasonabie to compare the Company’s maodel
portfolios that incorporate Base Case impacts for EE and DSM with those portfolios that
incorporate High' DSM impacts. SACE's analysis is fundamentally flawed in that its
~analysis compares model portfolios with different load profiles and is useless for the
purpose of making any meaningful comparisans for resource planning purposes. This
rings true for comparisons-of Clean Energy portfolios, High Fuel Cost portfolios, and any
other sensitivity portfolios to Base Case portfolios. According to Duke, the basic fact
underlying this assertion is that each of the model portfolios inciudes the same load,
and the production simulation mode| will dispatch the model to meet that load with the
selected resource mix. When sensitivities are applied to a certain aspect of the model
portfolios, such as to EE and DSM impacts, fuel costs or load variations, it must be
applied to each model portfalio so that the selected aspect of each portfolio wili be
impacted similarly and the production simulation model will run each portfolio under the
same constraints.

Duke maintained that SACE conveniently failed to address that when Duke's
model portfolios are properly compared to each other, such that each portfolio includes
the High DSM sensitivity impacts, the portfolic with 2 Nuclear Units (2021/2023) is the
least cost to customers on a net present value basis. SACE's Attachment 1 to its
comments includes all of the other evaluated portfolios with the High DSM sensitivity
except the 2 Nuclear Units (2021/2023). However, one need only look to Table A2 of
the 2010 IRP to discover that the 2 Nuclear Units (2021/2023) is $1.6 billion fower in
cost on a net present value basis than the Natural Gas portfolio under the High
DSM sensitivity. Applying that information to the chart set forth in Attachment 1, which
includes the Natural Gas portfolio, clearly demonstrates the cost-effectiveness of the
2 Nuclear Units (2021/2023) portfolio as compared to the other portfolios under the High
DSM sensitivity. Duke concluded that, even under SACE'’s misleading analysis, one can
still objectively understand that the selected portfolio within Duke’s 2010 [RP supports
the development of a clean, reliable and cost-effective resource plan to meet its
Customer's need over the planning horizon. . :

According to PEC in its proposed order, .its comprehensive analysis of achievable
energy efficiency potential was described in the rebutal testimony of PEC witness Chris
Edge in Docket No. E-100, Sub 124, He stated that PEC contracted with ICF
International, an industry ieader in the design, implementation, market assessment and

‘evaluation of DSM and EE programs, to perform a comprehensive analysis of the
cost-effective, achievable potential across PEC's service territory. Mr. Edge testified that
the ICF study considered the PEC-specific factors that impact potential savings from
utility administered DSM and EE programs including: demographic and customer
composition; PEC electric rates and avoided costs, known regulatory factors (i.e.,.the
significant effect of customer opt-out provisions): and other assumptions specific to
PEC’s service territory. Mr. Edge explained that the study was intended to identify the
approximate amount of cost-effective savings that can realistically be achieved through
utility DSM and EE programs within the PEC service area over an extended period of
time (and under a stated set of assumptions). He further explained that it serves as the
foundation for identifying general areas and programs that might warrant consideration
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in PEC's DSM and EE portfolio. PEC argued that the DSM and EE potential ‘a utility
should incorporate into its least cost resource plan shouid be based upon a specific set
of conditions that are-unique to the utility’s service “territory to facilitate the most
accurate comparisons with alternative solutions and that the methodology for deriving

. =demand-side reductions for resource planning purposes should be based on a detailed,
investment grade analysis of achievable, cost-effective options, versus a generic,
hypothetical comparative analysis. o

Evaluation of EE

According to SACE, EE is the least-cost system resource. Unlike supply-side
resources, EE, even at aggressive levels, reduces customer utiiity bills. Energy
efficiency also moderates rate increases by reducing or delaying the need for new -
generating capacity. In fact, states with leading EE programs often have electricity rates
that are comparable to, or even lower than, North Carolina.® In addition to lower
customer bills and rate moderation, the numerous benefits of EE include environmentai
quality improvements, water conservation, energy market price reductions, lower
portfolio risk, economic development and job growth and assistance for iow-income
populations.* S ' :

SACE argued in its comments that, despite these benefits, Duke and PEC
significantly underestimate the potential EE savings in their IRPs. The utilities failed to
consider efficiency resources on an equivalent basis as supply-side resources, and
therefore, their IRPs do not result in the least-cost mix of resource options. Together,
PEC and Duke forecast cumulative energy savings of 5.2 percent of retail sales over the
next fifteen years, : i ' o

SACE stated that Duke limits its program potential to the economic potential
identified by its 2007 market potential study. Duke witness Richard Stevie testified in the
proceeding on the 2008 and 2009 IRPs, however, that this study is out of date and that
Duke is continuing to look at additional programs that were not analyzed in the potential
study. PEC limits its program potential to the cost-effective, realistically achievable
potential in its updated potential study. While the scope of PEC’s updated study does
appear to be broader than the earlier version, it appears to suffer from the same
fundamental shortcomings as the earlier study. For example: h

» PEC’s potential study mentions that the findings were benchmarked against
other utilities, but such benchmarking, if it has been done, has not been
disclosed. :

3 John D. Wilson, Energy Efficiency Program Impacts and Policies in the Southeast {(May 2009) at 4,
hitp:/fwww.cleanenergy.ora/images/files/SACE Energy_Efficiency Southeast May 20081.pdf.

‘ See, e.q., Marilyn A. Brown et al., Energy Efficiency in the South, Southeast-Energy Efficiency Alliance
(April, 12, 2010), http://www.seealliance.org/se_efficiency study/full report_efficiency in the south.pdt.
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» Energy savings practices, measures and entire sectors remain excluded from
the scope of study.

+ ltis not evident from the resource pian that PEC has yet made effective use
of the insights offered by its consiultant in the potential study. ‘It does not
appear that PEC has adopted some. highly cost-effective programs and
strategies included in PEC's market potential study, such as an ENERGY
STAR Appliance program and certain non-residential incentive programs.

Further, SACE argued that PEC effectively assumes no further technological
progress or development of new energy-saving practices. Duke is more confident about
advances in efficiency, although this confidence -is not fully reflected in its long-term
resource plans. '

SACE alieged that PEC and Duke primarily evaluate renewable’ energy
resources in the context of minimum compliance with the REPS. Renewable energy
potential is barely varied among the strategies considered in the 2010 resource plans
proposed by Duke and PEC. One exception to this limited perspective is that both utility
plans discuss offshore wind development, which is likely to require more than a decade
to develop. SACE noted that North Carolina's utilities are prudently evaluating this
resource in order to determine the appropriate development path in light of its resource
characteristics and forecast system resource needs. '

Additionally, SACE maintained that Duke and PEC shouid conduct an analysis of
the potential ancillary benefits or costs of integrating significant levels of on-system
renewable energy resources, including:- '

» The potential benefits regarding grid stability;

* The potential efficiency gain's in t'ransmission and distribution associated with
higher levels of distributed generation: and

» The reduced costs associated with . greenhouse gas ‘and air poliutant
mitigation.

SACE stated that Duke and PEC assume that the benefit of renewable energy
resources is limited to about 5 - 7 cents per kWwh (avoided costs), which seems to be an
underestimate. Moreover, these utilities spend about Jtwice this amount to build and
Operate baseload, intermediate or peak power piants.

According to NC WARN, EE will play a significant role in North Carolina’s energy
future. In its April 28, 2010 presentation to ‘the Energy Policy Council (EPC), the
~American Council for an Energy-Efficient Economy (ACEEE) presented an EE markat
potential study that demonstrated that an annual electricity savings of 1.2 - 1.6% is
achievable over the next decade. Energy savings in the 24 - 32% range were shown to
be achievable in North Carolina by 2025. Several other studies that have been
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presented to the Commission in recent years have shown similar potential savings.
Given these savings, it is apparent from the IRPs that Duke and PEC incorporated inio
their IRPs only the.minimal amount of EE required under the REPS, rather than what
was practical. Last year NC WARN argued that the IRPs do not reflect customers who
would adopt the EE measure regardiess of any utility-sponsored EE program.

In its reply comments, PEC argued that NC WARN frequently comments on
energy savings when discussing EE, without any real recognition of peak demand
impact, implying that a 1% energy savings translates to 1% demand savings. This is a
significantly flawed assumption. For example, NC WARN claims significant energy
savings are realized through the replacement of incandescent light bulbs with compact
fluorescents. While true that such actions produce energy savings, they have a
negligible impact on summer peak demand which occurs late in the afternoon when
flighting usage is insignificant. :

PEC noted that SACE argued that PEC's long-term EE provisions tag
significantty behind the “typical leading utility.” SACE suggests that PEC should modify
its IRP EE forecasts based on the arbitrary, aspirational goals of other utiiities. in fact,
SACE attempted to provide a comparative analysis of PEC and Duke with that of a
generic “leading” utility. PEC offered that, as this is a fictional utility, SACE is unable to
provide details as to where the utility is located, the composition of its customer base
and its end-use load, the utility's rates, its avoided costs, etc. (all of which play a huge
role in determining what DSM and EE programs it can cost-effectively offer). SACE then
somehow determined the EE potential of this generic utility without any economic,
technical, or market analysis. PEC then stated that, without any such supporting
information, SACE concluded that PEC has significantly underestimated the potential
EE savings in its IRPs and that "... Duke and PEC lag significantly behind the typical
leading uitility.” ‘ ' , :

PEC noted that SACE also alleged that neither Duke nor PEC is using a
comprehensive EE potential study in its IRP process. Regarding PEC, SACE stated:
"PEC limits its program potential to the cost-effeclive, realistically achievable potential.”
PEC responded that it should only offer cost-effective, achievable DSM and
EE programs. DSM and EE account for over 1,700 MW of load reduction in PEC’s IRP.
These projected impacts play a substantial roie in PEC's ability to meet the future
reliability needs of its customers. They must be real and achievable or the reliability of
PEC’s system will be impaired. Cost-effective, realistically achievable potential is the
most prudent standard for resource planning purposes, versus a hypothetical potential
derived from speculative, unsupported assumptions.

Duke argued that its projections refating to EE savings are not tied in any way to
its REPS obligations. "At-present, the Company is statutorily limited to meeting up to
25% of its general REPS obligations under G.S.‘ 62-133.8(b)(2)c through EE savings.”

In 2021, when the REPS obligation increases io 12.5%, this iimitation on the use of EE savings
increases to 40%.
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The Company's portfolio of programs are projecied to achiave significantly more than
25% of the Company’s general REPS requirements on an annual basis through the
term of its 2010 REPS compliance plan. Under its REPS compliance plan, Duke stated
-that it intends to utilize EE to the fullest extent possible, accounting for 25% of the
compliance requirement beginning in 2012, but this is not a limiting factor on the amount
of EE the Company will be.actively promoting. The Company’s modified save-a-watt
model, approved in the Commission's Order Approving Agreement and Joint Stipulation
~ of Settlement Subject to Certain Commission-Required Modificatiohs and Decisions on
Contested Issues issued February 9, 2010, in Docket No. E-7, Sub 831, incentivizes it
to attempt to achieve all cost-effective EE over the course of the pilot in order to achieve
its stated savings targets. '

Duke further added that, during the same meeting in which ACEEE presented its
potential study to the EPC, Duke and PEC made a joint presentation which identified
specific significant deficiencies in the ACEEE study. These deficiencies include:

* A lack of any adjustment for large Customer statutory opt-out of utility EE and
demand-side management programs, as permitted under G.S. 62-133.9;

» Alack of any adjustment for naturally occurring, customer-driven EE captured
in the company load forecasts:

+ Assumptions of unreasonably high participation rates that are not reflective of
the current data for the utilities; -

+ Reliance on market potential studies completed before the passage -of the
Energy Independence and Security Act of 2007:

« A lack of any discussion of equipment life (alsd referred to as Raie of
- Turnover); and :

* The inclusion of below efficiency standard impacts already captured in the
utilities’ load forecasts, thereby double-counting potential savings impacts.

Duke noted that SACE focused its criticism of the Company based on its
comparison to what it deems a leading utility can achieve and alleged that Duke
continues to underestimate its EE potential in its IRP. SACE also blamed the industrial
opt-out provision of G.S. 62-133.9(f) for lost EE savings opportunities and criticized
Duke for faiiing to perform a new market potential study for its IRP.

Duke argued that, like NC WARN, SACE relied upon ACEEE data to support its
market potential assessment and overlooked other current, region-specific information
-that informs reasonable expectations with respect to the realistic market potential for EE
in Duke's service territory. The 2009 EPR! study estimated the economic potential for
the Southern region to be 4.4% over 10 years, not the 7.2% to 13.6% cited by SACE in
reliance upon ACEEE's analysis. Also, due to the lower than average eleciric rates and
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monthly bills that Duke’'s customer enjoy, some EE programs that work well in other
markets may not be as attractive to customers or even cost effective. According o
Duke, the uitimate driver of EE savings achievement is customer participation and
choice: The Company is striving to achieve its High DSM case, which exceeds the
estimated EE market potential developed by EPRI, but cannot assume it is going to
happen without a track record of real resuits. For-purposes of the 2010 IRP, the
Company’s Base Case for EE/DSM achievements represents a more reasonabie and
prudent input to the resource portfolio.

Baseload Requirements

NC WARN offered that, while there is no North Carolina definition of a baseload
power plant, the Commission requires the electric utilities to file monthly Base Load
Power Plant Performance Reports pursuant to Rule R8-53.° That rule requires reports
on plant outages and generation capacity on each plant in the utility’s nuciear fleet and
listed coal plants, as well as all generating plants with greater than 500 MW maximum
dependable capacity (MDC) utilizing coal or nuclear fuel. The 300 MW capacity fimit
clearly-distinguishes between the baseload units that can be operated most of the time
and the peaking units that are operated only when required. According to NC WARN, a
useful distinction between the two resource types is that baseload units take time, up to
days, to ramp up to full operation while peaking units, such as the natural gas
combustion turbines (CT), can generate electricity in a far shorter period of time after
being dispatched. '

NC WARN explained that another way to view baseload is to include generating
units that operate a certain percentage of the year, with rule-of-thumb estimates ranging
from 35% up to 65% or more.” The U.S. Department of Energy, in its regulation,
10 C.F.R. 500.2, dsfines a baseload power plant as a power plant, the electrical
generaiion of which in kilowatt-hours exceeds, for any 12-calendar-month period, such
power plant's design capacity multiplied by 3,500 hours. This includes plants that
operate for more than 40% of the year (3,500 hours divided by 8,760 hours in a year). In
order to reduce the costs of operating peak plants, the baseload piants should be
operated at peak times. .

NC WARN noted that in its February 2, 2011 Base Load Power Plant
Performance Report filing in Docket E-7, Sub 935, Duke reported that it currently has

® Duke currently is filing those reports in Docket E-7, Sub 835 and PEC in Docket E-2, Sub 971,

"NC WARN argued that, with increasing reliance on renewable energy sources, both the 500 MW
definition and the 40% percentage definition may not hold up as combinations of solar and wind
installations function as the equivaient to baseload. See Blackburn, "Matching Utitity Loads with Sclar.and
Wind Power in Nosth Carolina: Dealing with Intermittent Electricity Sources,” Institute for Energy and
Environmental Research, March 2010. www.ieer.org/reports/NC-Wind-Solar.himi.
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11,854 MW in baseload units.® These include the nuclear units, Oconee 1, 2 and 3
McGuire 1 and 2; and Catawba 1 and 2; and the coal units, -Belews Creek 1 and 2;
Marshall 1, 2, 3, and 4: and Cliffside 5. The addition of Cliffside 6, scheduled to begin
operation in 2012, brings Duke's total o 12,879 MW. In its January 27, 2011 filing in
Docket E-2, Sub 971, PEC reported that it currently has 6,359 MW in baseload units,
including the nuclear units, Brunswick 1 and 2, Harris 1 and Robinson 2, and the coal
units, Mayo 1 and Roxboro 2, 3, and 4.

According to NC WARN, these total baseload capacity figures are useful in
looking at the load duration curves submitted in each of the IRPs. A load duration curve
places the MW load on the system for each of the 8760 hours in the year and the
resulting curve shows the annual range of load from the lowest load needed for an
autumn night, as an example, to the highest peak on a summer afternoon.

NC WARN stated that Duke provided two load duration curves in its IRP,
Figure 3.1 (without EE) on page 54, and Figure 3.2 (with EE) on page 57. The load
range for 2010 is 4500 MW at the lowest end and almost 17,000 MW at the upper end,
with the average 2010 hourly demand approximately 10,900 MW. NC WARN argued
that an important factor emerges from reviewing Duke's load duration curves. When all
of its baseioad plants are in operation (12,679 MW), they provide more electricity than is
needed for 87% of the hours in a year, in other words, not all of the existing baseload
units can operate for most of the year. For most of the year, the plants are either shut
down and idie or spinning (still operating but.not connected to the grid).®

NC WARN explained that, in its load duration curves, Duke then forecasts
increases in load for each of the hours for 2015, 2020 and 2025 *° Even using the toad
duration curve without EE, Duke still has excessive baseload through 2025; with Duke's
projected EE programs, the current baseload plants provide excessive load for more
than 50% of the year. With additional EE measures or combined renewable energy
sources, less and less baseload will be needed

NC WARN stated that, -from its twelve-month summary in its January 27, 2011
filing in Docket. E-2, Sub 971, PEC shows a total of 6,359 MW for its 500 MW-plus
‘baseload units. In its IRP, at pages B-1 through B-4, PEC designated 7,373 MW as
baselcad resource type by including several smaller coal plants, Asheville 1 and 2,

Robinson 1, in its baseioad total. PEC's load forecast curves in its IRP, pages 26-28,

®In its Base Load Power Plant Performance Report, Duke included Marshall 1 and 2, each having an
MDC of 380 MW. These plants are operated primarily as baseload units and are included in the Duke
totats used herein.

® Duke also uses baseload power as part of its pumped storage facilities, pumping water to an upper
reservoir to release in peak periods. Duke includes a portion of these baseload plants as part of its
reserve margin.

'® NC WARN noted that the load duration curves show a substantially greater increase in growth for the
hours requiring the lowest load than for peak hours.
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show that for approximately 60% of the hours in the year 2010, not all of the designated
baseload plants were required to meet its load.

According to NC WARN, in the IRPs, the utilities continue to show a need for
baseload additions in their North and South Carolina jurisdictions. In its IRP, page 81,
Duke is proposing two units at the Lee Nuciear Station in Gaffney, South Caroling,
forecasted to be in operation in 2021 and 2023, Taking a more realistic approach, PEC
advanced three scenarics in its IRP. While it has apparently backed away from its
proposal to build new reactors at the Shearon Harris site, it still continues to include new
baseload units in two of its three scenarios. PEC’s preferred scenario, Plan A, propdses
two jointly owned nuclear plants with it owning approximately 25% share of each plant.
Plan B is a much more prudent approach assuming a fairly aggressive control of carbon
dioxide. It contains no nuclear units, and the difference in generation consists of natural
gas-fired combined cycle (CC) plants. Lastly NC WARN stated that Plan C shows
two units at the Shearon Harris site in Wake County, but is highly unlikely as the
scenario assumes, among other things, low nuclear construction costs.

In response, PEC stated that NC WARN's comments are based upon several
incorrect assumptions. The first such assumption is that baseload generation is any
supply-side resource with a capacity factor greater than 40%. Using this definition,
NC WARN then creates a load duration curve that purports to support its claim that PEC
and Duke have excess baseload generation, NC WARN's baseload definition sweeps in
many intermediate load-foliowing plants, including CC and intermediate coal plants.
PEC's baseload coal plants are described in the testimony of PEC witness Dewey
Roberts in Docket No. E-2, Sub 976. He stated that these plants have capacity factors
of aver 70%. Mr. Roberts also testified that PEC's baseload nuclear plants had capacity
factors of over 91%. Finally, Mr. Roberts explained that even PEC's intermediate load
following plants have capacity factors in excess of 50%. Thus, NC WARN’s unique
definition of baseload is so broad as to include all of PEC’s plants except its simple
cycle CT peaking units. .

Importantly, according to PEC, resource planning does not hinge on
administrative definitions of baseload, intermediate, or peaker. Instead, PEC’s resource
planning considers the load and energy needs of its customers, then models the
dispatch of existing resources to meet these foad and energy requirements, including
necessary reserves, and identifies additional resources needed to reliably meet the
remaining energy and load at.lowest reasonable cost. The timing and characteristics of
future capacity needs are determined by sophisticated industry-accepted modeling.
NC WARN appears to be trying to define the capacity factor of baseload. as low as 40%
to include wind and solar as baseload. However, neither can achieve even that level of
operation. Solar has, at best, a 25% capacity factor, while wind can generaliy achieve
no greater than a 35% capacity factor.

PEC explained that, furthermore, wind and solar are each more expensive than

| PEC's current net asset value on a $/kwW basis, and since PEC would have to add
2 MW of wind and solar generation to equal 1 MW of replaced capacity, the net effect
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for PEC would be at least a doubling of its capital costs. Further, the REPS structure
recognizes that the cost of wind and solar each exceed avoided cost as demonstrated
by actual contracts to date, Therefore, even considering that wind and solar provide free
energy, a combination of the capital costs of wind and solar would far exceed- avoided
cost, without even taking into account the embedded cost of the generation to be shut
down. NC WARN's approach overlooks the many important considerations in resource
planning, including availability, reliability, dispatchability and overall cost of the resource
mix. :

In its reply comments, Duke stated that NC WARN'’s arguments are primarily
based on a pessimistic view of load growth in the Company's service territory, its
application of two outdated planning concepts, and -several fundamental errors.
NC WARN devoted four pages of comments to an argument that Duke already has
excessive amounts of baseload capacity. NC WARN stated that, “[wlhen all of its
baseload -piants are in operation (12,679 MW) they provide more electricity than is
needed for 87% of the hours in a year."” NC WARN's 87% calculation results from
determining the point where the 2010 Duke load duration curve, presented on pages 54
and 57 of the 2010 IRP, meets the 12,879 MWV level.

Duke maintained that NC WARN's calculations and conclusion regarding Duke's
alleged tack of need for baseload capacity are plainly wrong. First, NC WARN grossly
miscalculated the Company’s actual baseload capacity available to serve its customers.
NC WARN's calculation included the full Cliffside Unit 6 capacity (825 MW}, which was
not availabie in 2010, and also included the entire capacity of Catawba Nuclear Station,
of which Duke only owns 19.26%. Because the load duration curve in the 2010 IRP
excluded that portion of the Catawba Owner's load for which Duke has no obligation to
serve, the capacity calculation must also exciude the 1,108 MW portion of Catawba that
is not retained by Duke. Correcting these two errors would remove 1,834 MW, reducing
the 12,678 MW figure used by NC WARN to 10,745 MW. Instead of 87%, the corrected
crossing point should resuit in a figure closer to 60%.

Duke argued that the use of load duration curves as 3 pianning methodology has
long been recognized as inaccurate and inadequate for determining optimal capacity
mix for a generation system.” The inaccuracy of this methodology is clearly iliustrated
through a simple examination of Duke's actual generation records for 2010. As a group,
Duke's fourteen units that operate as baseload capacity for the system were in reserve
shutdown (available, but shut down or idle) for 4,512 hours out of a total of
122,640 hours (14 x 8780) during the year. That represents 3.68% of the hours over an
entire year when those baseload units were available, but not generating electricity for
Duke's customers. When the actual data is compared to NC WARN's
B7% miscaiculation, as well as its patently false statement that “[flor most of the year,
the plants are either shut down and idie or spinning (still operating but not connected to
the grid),” it is clear that NC WARN does not understand the facts that underpin the
Company's resource ‘planning and utilizes flawed methodology to criticize the
Company's resource plan, Duke argued that these flawed conclusions presented by
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NC WARN are exactly why modern planning tools have replaced the use of load
duration curves in determining an optimal capacity mix for resource planning purposes.
Cost of Additional Nuciear Generation

NC WARN argued that, regardless of the Commission’s views on the risks and

benefits from nuclear baseload units, the projected costs of this source of electricity -

have risen exponentially to the point they simply cannot be considered in the teast cost
mix. The cost of each new nuclear unit nationally is now in the $10 - 12 billion range,
and very few are actively being considered. '

NC WARN reasoned that the IRPs, as filed with the Commission, contain little
justification for the costs of the proposed nuclear units and even less discussion about
the risks associated with proceeding with these large-scale projects. If the utilities
continue to go ahead with the proposed plants, electricity bills will increase considerably
over the next decade (or longer, given likely construction delays). These large nuciear
units, each more than 1050 MW, would require large reserve capacity in case they are
out of operation, increasing the costs even more. The construction and operation of
these new nuclear plants are risky in terms of the costs to the ratepayers and taxpayers,
as well to the overall economy of North Carolina. The risk is evident in that none of the
current nuclear-proposals are funded by financial institutions, i.e., Wall Street, and only
a limited number of direct incentives, such as loan guarantees, have been made
available from taxpayer-funded federal government programs.

NC WARN explained that, while nuclear costs are projected to continue to rise,
the costs of renewable energy have consistently decreased. In his July 2010 paper,
Dr. John O. Blackburn reviewed the costs of solar energy and nuclear power plants and
determined that in 2010 solar energy has finally become less expensive than nuciear
energy.'? The study included all subsidies for both technologies and compared the cost
per kWh generated by each. An important consideration in the Commission's review of
the IRPs is that the cost of solar energy and other renewable -energy sources is
expected to continue to decrease while projected costs of nuclear power plants have
risen steadily for the past decade and are expected to increase even more over time.

NC WARN argued that Dr. Blackbum's finding is confirmed in depth by the U.S.
Energy Information Administration (EIA). The EIA, in its most recent Annual Energy
Outlook, AEO2011, determined that the updated overnight capital cost estimates for
nuciear power plants were 37% above those in the AEQ2010. while photovoltaic
technologies dropped by 25% in the same year. Using the definition of “overnight capital
cost” from the World Nuclear Association, & supporter of nuclear energy worldwide,

" See, eg., Wald, "New Nuclear Plant Projects Stalled by Market Forces,” February 8, 2011,

* 2 Blackbumn and Cunningham, “Soiar and Nuclear Costs — The Historic Crossover: Sotar Energy is Now
the Better Buy," July 2010, Availabie at www.nowarn.org/?p=2280.
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Capital costs comprise several things: the bare plant cost (usually
identified as engineering-procurement-construction - EPC - cost), the
owner's costs (land, cooling infrastructure, administration and associated
buildings, site works, switchyards, project management,- licenses, etc),
cost escalation and infiation. Owner's costs may include transmission
infrastructure. The term "overnight capital cost" is often used, meaning
EPC plus owners' costs and excluding financing, escalation due to
increased material and labor costs, and inflation.

NC WARN noted that the last items of financi?wg, increased material and labor costs,
and inflation are the components that raise the projected costs of nuclear power
dramaticaily, and particularly if construction does not stay on schedule.

According to SACE, neither Duke nor PEC has provided, either in its IRP or in
response to a data request, any supporting evidence or documents that form the basis
for the nuclear cost estimate. There are a number of factors for the great uncertainty
regarding the ultimate construction cost of Duke's proposed Lee Nuclear Station or any
new nuclear power plants in the region.

PEC observed that, continuing with its attack on new nuclear generation,
NC WARN stated, "These large nuclear units, each more than 1,050 MW, wouid require
large reserve capacity in case they are out of operation, increasing the costs even
more.” PEC argued that NC WARN offered no support for this statement because it is
unsupportable. These units require no more reserves than PEC’s other units that are
nearly 1,000 MW in size. -

PEC continued, noting that NC WARN next suggested a cents/kWh comparison
between EE and supply options. This_ is another example of a one-dimensional
comparison of "apples and oranges” that may appear to support NC WARN's premise,
but is meaningless and unsupportable in the context of an IRP proceeding. A CT, for
instance, may cost 30 cents per kWh because it does not generate much electricity, but
that does not mean PEC would never select it as the least cost resource. The only
meaningful comparison for cost to customers is the final rates they pay (or as a proxy,
revenue requirements when only supply-side resources are considered) based upon the
total least cost resource mix proposed, inciuding total system fuel impacts. In addition,
the amount of EE reasonably and economically available must also be considered in
this analysis.

PEC noted that SACE asserted that PEC did not consider nuclear construction
cost uncertainty in its analysis. In response, PEC referred SACE to Appendix A of
PEC's 2010 IRP, in which PEC presented sensitivities {see page A-4) that were
+/- 30%; and to page A-7, where PEC used the +30% figure for 2 of the 3 scenarios.
Impartantly, PEC's IRP does not include the construction of a new nuclear unit. The
only new nuclear generation is the potential participation in a regional project, and PEC
wouid have {o obtain Commission approval prior to participating in-such a project.
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According to Duke, NC WARN continues to make the assertion that the projected
costs of new nuclear resources "have risen exponentially to the point they simply cannot
be considered in the least cost mix.” The Company’s analysis of its own proprietary and
the publicly available information indicates otherwise. Duke's most recent projection of
the overnight cost of building two twin AP1000 units at the proposed Lee Nuclear

- Station site in Cherokee County, SC, is $11 billion, in 2010 dollars, exclusive of
financing costs and exclusive of the impacts of inflation. This estimate was developed
for Duke by Westinghouse Electric Company, LLC, and its consortium partner Shaw,
Stone and Webster, Inc. (coliectively WEC/SN). WEC/SN Engineering, Procurement &
Construction (EPC) consortium is the EPC contractor for the two other AP1000 projects
in the United States, Southern Company’s Vogtle Nuclear Plant (Vogtle) and South
Carolina Electric & Gas's (SCE&G) V.C. Summer Nuciear Plant (Summer), and is
similarly involved in the construction of the AP1000 units in China. There are currently
four AP1000 units under construction in China, and both Vogtle and Summer are ahead
of Duke’'s Lee Nuclear Station in both licensing and construction. Duke has been
following all of this activity closely, and early experience suggests that the construction
work is going well as the AP1000 projects remain within schedule and budget and are
moving forward as expected. On October 21, 2010, SCE&G, at an allowable ex-parte
briefing, provided an update to ‘the Public ‘Service Commission of South Carolina
(PSCSC) on the construction of the Summer Nuclear Plant. At that update, Steve
Byrne, SCE&G Chief. Generation Officer, told the Commission that the Summer project
was moving forward as expected and that SCE&G had just completed negotiations with
WEC/SN to move additional costs from the target category to the firmffixed
category. According to Mr. Byrne, approximately two-thirds of the Summer plant cost is
now in the firm/fixed category. Additionally, Mr.,Byrne explained that due to lower
escalation rates, the new project cost projections were reduced by approximately
$1 billion to $9.6 billion versus the initial estimate of $10.6 billion.™ Additionally,
SCE&G's most recently filed quarterly report, filed on Fepbruary 14, 2011, in
Docket No. 2008-198-E pursuant to PSCSC Order No. 2009-104(A), indicates that it is
on track to complete the two units at Summer on its scheduled completion dates within
the original construction cost forecast.

Duke explained that additionally, the new nuclear licensing process, involving the
Nuclear Regulatory Commission’s (NRC) issuance of the combined construction and
operating license (COL) for the Vogtie, Summer and Lee Nuclear Station projects, will
also help with the cost certainty on new nuclear projects. By the time the Lee Nuclear
Station project is ready to start construction, the NRC will have reached its decision
regarding the approval of the AP1000 design, and engineering and design for the
AP1000 will be clese to 100% complete, thereby bringing greater certainty to
construction plans. '

B The transcript of the SCE&G briefing is available on the PSCSC’s website at the foliowing web
address: htto://www.psc.sc.qov/expare/epb-2010-10-21/epb-2010102 Transcript Presentation

Materials,pdf. !
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Duke recognized that the cost estimates used in its planning models are very
important, and as such Duke stated that it continues to monitor all available projects and
industry data to ensure-that its estimates are in line with recent experience and based
on the best available information at that time. Duke further stated that it believes that all
recent experience in China and at the two plants in the Southeast, as well as the recent
trend in industry data of lower escalation rates, supports the current level of its cost
estimates used for resource planning purposes, Additionally, Duke noted that it modeis
various project risks specifically relating to increases in capital cost and incorporates
such analysis into the IRP through the +20%/-10% Nuclear Capital Cost Sensitivity used
inits IRP analysis.

Duke noted that SACE, like NC WARN, also questioned Duke assumptions -
- regarding the cost and scheduie for construction of a new nuclear generating facility.
SACE pointed to the history of the initial nuclear -build-up in the United States and
certain isolated examples of current projects developing different technologies to assert
that the Company's estimates are inaccurate. As articulated above in response o
NC WARN's comments, Duke stated that it believes that its current estimates for the
schedule and cost of the proposed Lee Nuclear Station are reasonable and based upon
the best information available at this time from the appropriate industry sources.

With respect to the schedule, Duke . stated that it is important to inciude a full
description of the construction window as well as the window for start-up and fuel load.
The Lee Nuclear Station schedule currently .shows deployment to the site for
construction in the summer of 2014 for two years of initial site construction activities. At
the end of construction is'a six month window for fuel load and initial start-up testing.
When defining the construction window from site deployment to commercial operation,
the Lee Nuclear schedule represents an overall construction schedule duration -
approaching seven years for Unit 1. Duke believes this is a very realistic schedule
given:

* The AP1000 design and enginesring ‘will be sﬂbstantialfy completed before
construction starts:

» A stable NRC licensing platform avoids introduction of new requirements;

» The AP1000 design inciudes a simplified nuclear island design with passive
safety features; :

* Advanced modular construction techniques are currently being proven during
construction of AP1000 reactors in China, and additional construction
technigue evaiuation for the AP1000 in the United States will occur before the
construction of Lee Nuclear Station begins;

» The extensive use of proven Pressurized Water Reactor (PWR) technologies:
and _ - '
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» The significant level of planning in coordination with the WEC/SN consortium
that has gone into developing the current schedule.

According to Duke, a key consideration in Duke's selection of the AP1000 design
was its simple passive design features and extensive use of proven PWR technologies.
The passive design and use of proven technoiogies are strong mitigants to the asserted
risks. The Company's approach is consistent with recently issued guidance from the
Institute for Nuclear Power Operations (INPO), which states that “[m]odular design and
construction, done correctly, can significantly reduce both overall construction cost and
time. The decision o use modular construction techniques should be made ‘at the very
beginning of a project and factored into the overal| design and constructability reviews.
The use of modular construction can generally reduce the overall weight of steel by 20
to 40 percent.”'® Additionally, despite SACE’s speculative remarks to the contrary,
supply chain capacity has continued to expand while demand has reduced since the
economic downturn of 2008. :

Duke asserted that the NRC has recently affirmed the design certification
schedule for the AP1000, which will lead to its certification of the AP1000 design, in its
current revised design, in September 2011. The AP1000 reference COL for Vogtie is
expected to be issued within months of the NRC certification of the AP1000 revised
design. Duke stated that it continues to diligently monitor lead times for critical plant
equipment, licensing activities and construction Operations at all AP1000 design
facilities both in the U.S. and abroad to stay current on the best available relevant
information relating to the future construction of the Lee Nuclear Station. Based on its
internal analysis and relevant industry information, Duke stated that it firmly believes
that its current schedule for the proposed construction of Lee Nuclear Station is
reasonable and prudent.

Greenhouse Gas Emissions

According to SACE in its comments, Duke acknowledged the risk that federal
regulation will require reductions of GHG emissions. However, Duke did not present any
evidence in its 2010 IRP that it has a realistic plan.for reducing its GHG emissions
during the pianning period. .

SACE stated that Duke recognized-that it is likely that Congress will adopt
mandatory GHG emission legistation at-some point, although the timing and details are
highly uncertain at this time. Duke also recognized that the Environmental Protection
Agency (EPA) is undertaking actions to reguiate emissions of GHG from new and
modified major stationary sources, including power plants. Moreover, the air quality
permit for the new Cliffside Steam Station Unit 6 requires that Duke retire Cliffside
Units 1-4, plus an additional 800 MW of coal-fired units iocated in North Carolina by the
end of 2018. In addition, the air permit requires the company to take additional actions

"INPO 11-001, February 2091, INPO/Utility Benchmarking Current Domestic Modular Construction
Facilities. :
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to render Cliffside Unit & carbon neutral by 2018, subject to Commission approval and
“appropriate cost recovery.” Nonetheiess, Duke currently projects that its system carbon
. dioxide (COz) emissions will increase between 2010 and 2030, whether it adds new
nuclear units or just new natural gas-fired units.

SACE expiained that it is not surprising that Duke is projecting that its annual
CO2 emissions will rise between 2010 and 2030. Even though Duke is planning to retire
more than 1,600 MW of existing coal capacity, emissions reductions from those
retirements will be more than offset by increased emissions from the new Cliffside
Unit 6 coal plant. Cliffside Unit 6 will emit approximately six million tons of CO, each
year, or more than two million tons of CO; per year more than the 2008 CO; emissions
from all of the coal units that Duke proposes to retire. in addition, Duke is planning to
add more than 4,000 MW of new gas-fired CC and CT capacity over the planning
period. Although they emit significantly less per MWh than coal-fired facilities, gas-fired
units do emit COx. :

SACE noted that, like Duke, PEC recognized that it is likely that Congress will
adopt mandatory GHG emission iegislation at' some point and that EPA is undertaking
actions to regulate emissions of GHG from power plants. Despite this acknowledgment,
PEC provided no evidence in its 2010 IRP .that its proposed resource plan (or the
two alternatives it considered) actualiy will result in any, let alone significant, reductions
in the GHG emissions from the Company’s generation fleet. Unlike Duke, PEC did not
even include a figure in its IRP showing the trajectory of future annual CO, emissions
under its proposed and alternative resource plans. :

SACE observed that PEC is proposing to retire 1,500 MW of its existing
coal-fired units and to replace those retired units with 1,500 MW of state-of-the-art
- gas-fired generation. Although natural gas-fired generation emits only about 80 percent
as much COz per MWh as coal-fired units, the new state-of-the-art gas units being
added by PEC can be expected to operate more often than the coal units slated for
retirement have operated in recent years, especially given projected low natural gas
prices. This means that it is possible that the Company's replacement of existing coal by
new gas CC units. may not result in any significant reduction in PEC's system
CO2 emissions. At the same time, the Company’s proposed resource plan will add
thousands of MW of additional CC and CT capacity during the-2010 to 2030 planning
period. SACE argued that, as a result, it is reasonable to expect that the Company's
annual system CO, emissions will not go down much, if at all during the planning
period. o

In its reply comments, PEC responded that, while SACE claimed neither Duke

nor PEC has shown in its 201CIRP that it has a realistic plan for reducing .

GHG emissions, this is incorrect. Appendix A to PEC’s 2010 IRP explicitly shows that
PEC considered the potential impact of carbon regulation in performing its scenario
analyses. Impiicit in the high and low carbon regulation scenarios is the reduction of
GHG emissions. :
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Regarding natural gas-fired generation, PEC stated that it is retiring 1,500 MW
of coal generation and replacing it with new natural~gas-fired generation. PEC noted
that SACE did not object to PEC being awarded the certificates of public convenience
and necessity to construct the new natural gas-fired generation, and supports PEC
retiring the coal generation. Yet now, SACE in this proceeding argued that even though
natural gas-fired generation emits only about B0 percent as much CO, per MWh as
coal-fired units, PEC can be expected to Operate the new natural gas-fired ‘generation
more often than the coal units it is replacing and, therefore, emit the same amount &f
greenhouse gases. PEC reasoned that one must first wonder, if a utility is not to use
nuclear, coal, or natural gas, how can it possibly be expected to meet the electricity
needs of its customers? But more to the paint, in the certificate proceedings in which the
Commission approved PEC constructing the new Wayne County and Sutton natural gas
facilities, one of the key cost justifications was these new units would allow PEC to
better comply with new or future GHG emissions requirements due to their reduced
emissions.

“According to Duke in its reply comments, SACE further criticized Duke for
allegedly failing to have a realistic plan to reduce GHG emissions over the planning
horizon and for failing to evaluate the economics of the continued operation of its coal
generating facilities with environmental controis already installed. The Company
disputed this contention. Duke's IRP has been designed and modeled to provide
affordable, reliable, and ciean resources to meet future  cusiomer needs in a
carbon-constrained environment. From the time the Company began to incorporate
- potential GHG reguiation into its resource planning process in 2006, Duke has assumed
a cap-and-trade program wouid be enacted. Even now, with the change in leadership in
Congress, many believe that GHG constraints in, the form of regulation from the EPA
are likely to be implemented. Under this assumption, the Company has sought to
develop a cost-effective portfolio of resources that meets customer energy needs while
complying with the assumed GHG regulation. Duke stated that its results consistently
demonstrate that this is best achieved through a balanced portfolio that includes
‘nuclear, coal, -gas, hydro and renewable energy generation, end-use EE, and the
purchase of GHG emission allowances. As the proposed emissions cap declines over
time, the price of GHG allowances will likely increase. As the prices of GHG allowances
increase, additional end-use EE, nuclear, natural gas, and renewable generation will
iikely be more cost-effective and, over time, will lead the Company to replace coal-fired
generation resources as those resources near or reach the end of their economic lives.

Duke explained that coal-fired generation resources, particularly those with
environmental controls, will continue to be an important part of the portfolio through at
least 2030 over a range of potential GHG allowance ‘prices. -To the extent such
resources become less economic to operate as part of the Company's portfolio in the
future, Duke will make all necessary adjustments. fo ensure that its generation system-is
being planned, constructed, and operated at the least reasonable cost to its customers.
The Company's current coal fleet includes some of the most economic units on the
system, as evidenced by the high capacity factor projections in the 2010 IRP. As
Cliffside Unit 6 comes oniine; the efficiency of Duke's coal fleet wili improve even more
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as the older, iess efficient units move even further up the dispatch stack and will
uttimately be retired by 2015. Duke will continue to evaluate new GHG reguiations as
they develop and analyze their ultimate impact on its current generating system. At the
present time, the Company believes the selected portfolio within the 2010 IRP, which
includes a combination of new nuclear, natural gas, and renewable resources, as wel!
as additional EE and the retirement of all coal generating units without environmental
controls, represents the best plan to meet its customers energy needs in the most -
clean, affordable and reliable way possible over the planning horizon.

Existing Scrubbed Coal Units

According to SACE, neither Duke nor PEC presented in its 2010 IRP any specific’
analysis of the risks faced by its existing scrubbed coal plants, any assessment of what
controls will be needed to be added at each of these units, or whether it will be more
economic to add such needed controls than to retire the unit(s). SACE asserted in its
comments that this is a serious flaw. Duke's responses to a SACE data request reveal
that the Company has prepared some analyses of the costs of adding controls to some
of its coal units with SO, scrubbers that it does not currently-plan to retire. PEC also
provided in résponse to a data request several studies of the cost and economics of
retiring some of its older coal units. In addition to showing that retirement of the units at
Cape Fear and Weatherspoon is the more economic option, these studies also showed
that retirement of the Robinson coal ptant by 2014 is the more economic option in
almost all of the scenarios studied. SACE argued that the analyses prepared by Duke
and PEC shouid be presented to the Commission in the companies’ IRPs to allow the
Commission and other parties a full opportunity to review and critique them. In addition,
PEC should analyze the economics of the retirement versus continued operation of
each of the existing coal units that the Company is not currenty planning to retire in the
near fufure. ,

In its reply comments, Duke explained that coal-fired - generation resources,
particularly those with environmental controls, will continue to be an important part of its
portfolio through at least 2030, over a range of potential GHG allowance prices. To the
extent such resources become less economic to operate as part of the Company’s
portfolio in the future, Duke stated that it would make all necessary adjustments to
ensure that its generation system is being planned, constructed. and operated at the
least reasonable cost to its customers. According to Duke, the Company's current coal
fleet includes some of the most economic units on the system as evidenced by the high
capacity factor projections in the 2010 IRP.

In its reply comments, PEC stated that its analysis of retiring unscrubbed coal
units in its LeeMWayne and Sutton filings Docket No. E-2, Subs 960 and 958,
demonstrated that a significant part of the cost of continued operation was the addition
of scrubbers and Selective Catalytic Reduction (SCR) to those units. Scrubbed units
would not face these costs, and the existing scrubbers do address, in part, future
environmental requirements, including mercury.
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Overly Optimistic Growth Projections

According to NC WARN; a review of past IRPs shows that both PEC and Duke
have consistently lowered most of their successive projections of increased electricity
demand. In comparing its 2005 and 2010 IRPs, Duke’s forecasts for peak demand in
2015 decreased by 20.4%. During the same tirme, the projections for 2025 decreased by
2.0%. In comparing PEC’s 2005 and 2010 IRPs, the utility showed no change in peak
demand forecast for 2015, but it showed a 9.3% decrease in total sales in 2015. As the
IRPs show, both Duke and PEC have experienced nearly flat growth in electricity
demand for several years. PEC’s actual retail sales grew only 0.3% annually from
2000-2008, and Duke's grew only 0.7% annually from 1994-2009. PEC expects its retail
sales of eleciricity to increase by 1.4% annually through its 15-year planning period.
Duke is optimistically projecting 1.5% through its 20-year planning horizon.

According to NC WARN, in its 2009 rate case, Docket -E-?, Sub 909, Duke

adjusted earlier projections to reflect the impact its rate hike would have on customer:

usage. The revised estimates projected a slightly negative trend in retail sales over the
next five years. Notably, these projections were made in early 2009, before the worst
impacts of the current economic recession. It seems likely that because of the current
economic situation, consumers will remain cautious and growth in sales will remain flat
or decrease, especially as any new purchases of appliances, homes, lighting,
HVAC systems and turbines will be considerably more, energy efficient than current
stock.

According to PEC, NC WARN once again challenged the veracity of PEC's load
forecast, In support of its attack, NC WARN asserted that PEC's retail sales only grew
0.3% annually from 2000 to 2008. PEC argued that NC WARN has taken this data out
of context to create a very misleading. picture of the forecast. PEC's industrial retail
sales declined by almost 30% from 2000, (when industrial accounted for about 36% of
total retail sales) to 2009. Over the same period, PEC's residential and commercia'
sales increased by 20%, or about 2.1% per year. In the forward looking years, PEC
forecasts a smaller rate of growth in the industrial sector, about 0.8% per year. The
growth in PEC's residential and commercial sectors amounts to about a 1.6% growth
rate, which is entirely consistent with history. Unless NC WARN wants to present a
scenario of continued decline in the industrial sector in NC, and its accompanying loss
of jobs and economic health, there is no basis for this assertion. '

PEC asserted that, furthermore, in 2008 the Commission conducted a hearing to
evaluate the utilities’ forecasting process and found it valid. The Public Staff, in its
comments in this proceeding, concluded that the assumptions that underlie PEC's peak
and energy forecasts are reasonable: that PEC has employed accepted statistical and
econometric practices used in forecasting; and that PEC’s peak load and energy saies
forecasts are reasonable for planning purposes. The Public Staff's conclusions are
consistent with the Commission's findings in the 20089, 2008, 2007 and 2006 |RP
proceedings. '
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In its reply comments, Duke maintained that all customer EE activities are
captured in the Joad forecast since that represents.-metered consumption and the
actions of customers in determining how much energy to consume. All of the activities
and customer decisionmaking processes associated with energy consumption
highlighted by. NC WARN are reflected in the Mistorical data and thus represented in the
forecasting models used to prepare the Company’s load forecast. Similarly, it is an -
overstatement that load growth has been fiat for the past several years. Recent
economic events have primarily impacted the industrial sector. However, industrial load
growth increased 7% from 2009 to 2010, In addition, excluding the industrial sector,
retail load growth has been 1.5% per year for the period 2004 to 2009. It is incorrect 10
claim that recent slow growth in total sales should imply that it will continue info the
future. ‘

Duke stated that the recent declines relating to kWh sales are clearly related to
the housing market bust in 2007-2008 and resulting recessionary impacts on the -
national and regional economies. It is, however, unreasonable to assume that its
service ‘territory will continue to experience such a reduction in_growth over the entire
planning horizon for this IRP. Duke stated that it believes that its load growth projections
incorporated into the 2010 IRP are reasonable for planning purposes and that this view
Is shared by the Public Staff in its comments.

Convening a Workshop or Workgroup

SACE stated in its comments that, if the Commission elects not to schedule an
evidentiary hearing on the utility IRPs, the Commission should consider convening a
workshop on a limited set of issues. Such a workshop could provide an opportunity for -
- the electric utilities to present their IRPs, and for intervenors to present their analysis of
those IRPs to the Commission, and for the Commission to question the parties’
representatives on the issues it identifies, without the need for formal witness testimony.
In addition, or in the alternative, the Commission may wish to consider establishing a
collaborative workgroup to discuss and report on certain issues related to the IRPs and
the resource planning process. SACE suggested-that such a workgroup would be more
effective if it continued to meet after the conclusion of the present docket, so that the
workgroup’s suggestions and recommendations could inform the utilities' development
of the 2011 annual reports and 2012 biennial reports. To enable the full participation of
the Public Staff, the Commission may wish to engage a third-party facilitator if it decides
to convene such a warkgroup. .

Duke asserted that it finds SACE's propasal for a technical workshop
unnecessary at this time given the Opportunity that the parties have had to review and
comment upon the 10Us’ IRPs. : :

PEC did not comment on this issue in its reply comments or proposed order.
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Conclusions

The Commission finds that PEC and Duke have adequately addressed the
issues related to EE, DSM, and portfolio selections in their reply comments. Likewise,
both PEC and Duke have offered responses to the issues regarding baselcad
requirements, the cost of new nuclear generation, GHG emissions, and existing
scrubbed coal units that the Commission finds satisfactory and appropriate.

The issue related to overly optimistic growth projections by both PEC and Duke,
raised by NC WARN, was also raised by NC WARN in the 2010 evidentiary hearing on
IRPs. The Public Staff has reviewed these current forecasts, as it does in every IRP
proceeding, and found them to be reasonable for planning purposes. The Commission
finds again, as it did in-its Order in Docket No. E-100, Sub 124, issued on
August 10, 2011, that the growth projections made by PEC and Duke and the resulting
energy and peak load forecasts are reasonable and appropriate.

As to the SACE issue of convening a workshop or workgroup, the Commission
agrees with Duke that such a process is unnecessary. The existing IRP process allows
ample opportunity for intervenor comment and, in fact, allows an intervenor to file an
integrated resource plan or report of its own as to any utility.

DISCUSSION AND CONCLUSIONS FOR FINDING OF FACT NQ. 6

In its comments, the Public Staff stated that, in addition to new generation to
meet load growth, and facilities previously scheduied for retirement, PEC shouid have
also incorporated retirement of additional coal-fired capacity as required by Commissian
Order dated January 28, 2010, in° Docket No. E-2, Sub 960. The retirement plan
submitted by PEC in this docket indicated that all unscrubbed coal generation would be
retired by December 31, 2017. Robinson Unit 1 is not scrubbed and is not included in
the planned refirements. PEC'’s filing should have included all required retirements.

in its reply comments, PEC responded that it does not understand this
recommendation. PEC indicated in its 2010 IRP that it is still evaluating the best course
of action for its Robinson coal plant in South Carofina. In contrast to PEC's Cape Fear,
Sutton, Lee and Weatherspoon coal plants, all of which PEC has committed to retire by
the end of 2014, PEC’s Robinson coa! plant does have some environmental controls.
Also, the natural gas-fired generation to be constructed at PEC's Sutton and Lee plant
sites is only sufficient to replace the coal generation at PEC's Lee, Sutton, Cape Fear
and Weatherspoon sites. The retirement of PEC's Robinson coal plant wouid require
the construction of additional naturai gas-fired generation.

Conclusion
In the absence of continued oppesition by the Public Staff, the Commission is of

the opinion that PEC has adequately addressed this issue in its reply comments and,
therefore, the Commission concludes that the response provided by PEC is satisfactory.
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DISCUSSION AND CONCLUSIONS FOR FINDING OF FA‘CT NO.7

in its comments, the Public Staff requested that PEC and Duke file with their
reply comments the specific explanation required by Ruie RB-80(i)(3) for each year in
which the revised projected reserve margin exceeds plus or minus 3% of the target.

PEC

in its reply comments, PEC stated that the exptanation is straightforward. PEC's
reserve margin exceeds 3% in those years immediately following the addition of new
generation resources, which is to be expected. Resource additions are inherently
“lumpy.” They cannot economically be added in the exact amount needed each year to
maintain an exact reserve margin. PEC's forecasted reserves exceed 3% of PEC's
minimum capacity margin target in 2011 and 2012 as a result of the economic addition
of the Richmond CC unit as demonstrated in Docket No. E-2, Sub 916. Reserves
exceed 3% of PEC’s minimum capacity margin target in 2013 and 2014 as a result of
the economic addition of the Wayne County CC unit as demonstrated in .
Docket No. E-2, Sub 960.

Duke

in its reply comments, Duke acknowledged that its system reserve margin is
projected to exceed its target reserve margin of 17% by more than 3% over the course
of the planning period in the years 2012, 2013, 2014, 2021, 2023, and 2024. These
projected increases in reserve margin are driven by the recessionary impacts to load
and timing of additions of necessary system generating capacity. Specifically, the
additions of Cliffside Unit 6 (825 MW) and the Buck CC facility (620 MW) contribute to
the increased reserve margin in 2012, and the addition of the Dan River CC facility
(620 MW) further increases the reserve margin above the 17% target in 2013 and 2014,
However, by 2015, due to the assumed retirement of over 1,600 MW of coal fired
capacity and 370 MW of CT capacity, the reserve margin moves back to within 3% of
the Company’s target. In 2021, Lee Nuclear Unit 1 (1,117 MW) increasss the reserve
margin to over 20%. The second Lee Nuclear unit (1,117 MW) in 2023 also increases
the reserve margin over 20% in 2023 and 2024, By 2025, the reserve margin is
projected to move back within the target range due to continued load growth.

Conclusion

The Commission finds that PEC and Duke have adequately answered the Pubiic
Staff in their reply commenits. o .
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DISCUSSION AND CONCLUSIONS FOR FINDING OF FACT NO. 8
In its comments, the Public Staff requested:

a) That Duke identify in its reply comments the period during which the
double-counting of avoided capacity cost benefits occurred and provide an explanaticn
of the effect of the issue, on any data filed with the Commission, including whether the
error influenced Tables 4.1 and 4.2 of the IRP, and provide calculations or other
necessary data supporting its response.

_ b}  That Duke should provide in its reply comments a list of all dockets filed
with the Commission since January 1, 2005, that included any information, input data,
or output results from the DSMore mode! affected by the double-counting issue.

c) That within 30 days, Duke shouid file in the respective dockets of each
CSM program and-pilot approved by, or pending before the Commission, a calculation
showing the difference between the avoided cost capacity and energy benefits as
onginally filed, and the avoided cost benefits recalculated using the correct calculation
methodology. '

In its reply comments, Duke explained that the Public Staff, in its review of Duke
DSM and EE programs, specifically the cost-effectiveness test results of the Company's
Power Share Call Option (Docket No. E-7, Sub 953) generated by the DSMore model,
observed a calculation of avoided production (energy) costs which seemed relatively
high for.a DSM program. The cost-effectiveness of the Power Share Call Option and
Duke's other Power Share and Power Manager programs, approved in Docke! No. E-7,
Sub 831, is {argely based on avoided capacity costs, and as such, the elimination of the
avoided energy cost benefits from the cost-effectiveness results would not change the
overall cost-effectiveness of any of the programs,

Duke explained that through the discovery process in this docket, it explained to
the Public Staff that the high level of avoided production cost benefits improperly
included an amount of avoided capacity cost benefits which were embedded in the
inputs used to calculate the avoided production cost benefits. As the Public Staff
described in its comments, this DSMore caiculation methodology error resulted in a
"double-counting” of the avoided capacity cost benefits in Duke’s -cost-effectiveness
evaluations for its Power Share Call Option DSM program. The Public Staff correctly
noted that the Company -has since corrected the calculation methodology within
DSMore to prevent future model runs from performing this incorrect double-counting
calculation. The Public Staff also indicated that, based on further discussions with
Integral Analytics, LLC, the developer of the DSMore software, it believes that the
double-counting of the avoided capacity cost benefits was limited {o the overstatements
of dollar savings from avoided production cost benefits in the cost-effectiveness tests
and did not affect the assumptions of the kilowatt Capacity savings from DSM programs
represented in Duke's 2010 IRP. Further, the Public Staff stated that it did not believe
that any EE program evaluations were impacted by this error, and that the Company's
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IRP did not need to be adjusted because of this issue. However, the Public Staff stated
that it does believe that any erroneous cost-effectiveness test results filed with the
Commission in connection with previous DSM program applications should be corrected
and refiled in the appropriate dockets, along with an identification from Duke of the
period during which the double-counting occurred and.an explanation of the effect of the
issue on any data filed with the Commission.

Duke has confirmed that the double-counting of avoided capacity cost benefits
for its DSM programs occurred during the period of May 2007 to February 2011. As the
Public Staff noted in its comments, only DSM programs were impacted, so any values
related to EE programs ware not impacted. Also, specifically relating to Tables 4.1 and
4.2 of the IRP, which show the respective base case and high case projected Ioad
impacts of the Company’s EE and DSM portfolio of programs over the planning period,
this double-counting did not impact the Company's EE and DSM forecasts as they
contain only MW and MWh values. Only dollar amounts related to cost-based avoided
production inciuded in certain benefit/cost analyses for DSM programs were impacted.
The resulting impact of the double-counting was that the subject DSM programs were
shown to be more cost-effective than they otherwise shouid have been. In any future
filings, Duke will remove any double-counting of benefits from all calculations of
benefit/cost ratios for DSM programs.

In its reply comments, Duke stated that it will compile a listing of all dockets filed
with the Commission since January 1, 2007, that included any information, input data,
or output results from the DSMore model and will correct (1) any documents that
contained incorrect avoided capacity cost benefits and (2) any documents that
contained incorrect cost-effectiveness test evaluations resulting from the DSMore
double-counting issue. However, due to the significant number of documents that must
be reviewed to determine which may have been impacted, the Company proposed to
submit such information within 80 days from the date of this filing. Duke submitted that
this additional time was necessary to complete this request in order to properly identify
all pertinent documents, correct any necessary miscalculations and supplement the
relevant filings as necessary. Duke then filed this information on May 2, 2011.

Conclusion

Based on Duke’s responses in its reply comments. and its May 2, 2011
supplemental filing, the Commission concludes that Duke has adequately addressed
the Public Staff's requests concerning this issue.

DISCUSSION AND CONCLUSIONS FOR FINDING OF FACT NO. 9

The Public Staff observed that French Broad and Blue Ridge did not file IRPs,
although NCEMC did include French Broad's load forecast as an appendix to its IRP.
Biue Ridge advised the Commission in a letter of July 6, 2008, that it would no longer
file IRPs because it had entered into a full requirements power purchase agreement
with Duke, and likewise French Broad purchases all of its power requirements from
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PEC. Prior to 2007, Commission Rule R8-80(b) provided that the requirement to file
IRPs applied only to PEC, Duke, DNCP and NCEMC. In that year the Commission
amended subsection (b}, in Docket No. E-100, Sub 111, to state that the requirement
also applied to "any individual electric membership corporation to the extent that. it is
responsible for procurement of any or all of its individual power supply resources:*The
Public Staff stated that it. believes that French Broad- and Blue Ridge,: which, are .-

responsible for ‘procuring. their. ownpower : supply resources, .are now ‘réquired :by- SN

subsection (b) to fiié 1RPs "ard should begin filing them néxt year, .. *

In its reply comments, Blue Ridge stated that on September 1, 2008, it entered
.into a partial requirements power purchase agreement with Duke. Thereafter, on
December 17, 2007, Blue Ridge entered into a full requirements power purchasé
agreement with Duke (the Blue Ridge Agreement): On October 1, 2010, the Blue Ridge
Agreement was amended to extend,the term until December 31, 2031, and to obligate
Duke to provide REPS compliance services for Blue Ridge. Biue Ridge's current and
future load requirements are included in Duke’s load obligation set forth in Duke's IRP,
dated September 1, 20107 ‘

Blue Ridge explained that pursuant to the Blue Ridge Agreement, and as shown
in Duke's IRP, Duke's services to Blue Ridge inciude the delivery of renewable energy
resources to Blue Ridge, as well as REPS compliance and réporting services. In
accordance with G.S. 62-133.8(c)(2)(e), Biue Ridge may rely on Duke to provide such
services.-Accordingly, Duke has aggregated the information required under Commission
Rule R8-87 for Blue Ridge into its 2010 REPS compliance plan.

Blue Ridge argued that the filing of an IRP by Blue Ridge, separate and apart
from the filing of Duke’s IRP, which includes the information for Biue Ridge, would be
unnecessarity duplicative. The information required of Blue Ridge by Rule R8-80 and
R8-67 is included in the IRP filing of Duke. To require a separate filing by Blue Ridge
itself would be an unnecessary expenditure of the time and resources of Blue Ridge in
having fo prepare such a filing, and of the Public Staff and the Commission in having to
review it.

French Broad did not respond to this issue. GreenCo's consolidated REPS
compliance plan includes French Broad.

Conclusions
Because both Blue Ridge and French Broad have full requiréments contracts
with utilities that have an IRP filing obligation, the Commission finds Blue Ridge's

argument persuasive. Both Blue Ridge and French Broad are adequately covered
through inclusion of their data in existing IRPs and REPS compliance plans.
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DISCUSSI.ON. AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 10 - 12
nits comments, the Public Staff requestad: -

a) ' That all EMCs include a ‘full discussion in.-future IRPs of :their
~DSM programs an'd_.t_heir use of t_helse'-resourc,es_as -ﬁgqu_ired by

C‘Rule R8-60(I)(B); - .+

b) "I;hat Piedmont indicate in its reply commenfs‘whether its smart meter
. program is an EE program, and if so, fite for Commission approval of the
. Program pursuant to Rule R8-68: and

c) That EU provide in its reply comments and in future {RPs a more detaited
description of the participation and savings related to specific DSM and
EE programs, and more particularly any DSM or EE program it proposes
to use to meets its REPS obligations.. : '

Conclusions

None of the EMCs addressed these issues in reply comments. In fact, of the
EMCs, only Blue Ridge filed any reply comments. The Commission agrees with the
Public Staff and, therefore, requires that all EMCs shall include a full discussion in future
biennial IRPs of their DSM programs and their use of these resources as required by
Rule R8-60(i)(8); that if Piedmont determines that its smart meter program is an
EE program, it shall file for Commission approval of the program pursuant to
Rule R8-68; and that in future biennial IRPs, EU should provide a more detailed
description of the participation and savings related to specific DSM and EE programs,
particutarly those its proposes to use to mest its REPS obligations.

DISCUSSION AND CONCLUSIONS FOR FINDING OF FACT NO. 13

The Public Staff stated in its comments that, during the 2010 summer, saverai
instances occurred when PEC’s reserve margins dropped to low single digit values.
These instances coincided with both scheduled and non-scheduled maintenance of
generation units, along with abnormally hot weather conditions. No actual emergency
situations resulted from these events. The Public Staff argued that this illustrates the
importance of the identification of the proper value to use for the reserve margin. At the
same time, despite the abnormaliy hot weather, Duke's feserve margins stayed
around 17%.

According to the Public Staff, an inadequate reserve margin results in emergency
situations that may lead io expensive emergency purchases or the inabiiity to carry full
customer foads in some service areas. On the other hand, a higher than necessary
reserve margin results in system costs that are greater than necessary to procure,
operate, and maintain excess generation facilities, which results in higher customer
rates.
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efectricity, and the effect of outages, while minimizing the cost to ratepayers. It-
recommended that the studies include, but not be limited to, sensitivity analyses for
“factors such as the assumed levels of forced outages of generation facilities, assumed
level of costs to customers for pOwer outages, assumed values for reliable transmission
Capacity, and the assumed lead time for adding new generation units. The Public Staff
further recommended that the wutilities keep the Public Staff updated as they develop the

parameters of the studies. T : ' ' .

According to PEC, its 2003 reliability analysis formed the basis for its target
capacity margin and the 2007 reliability analysis reaffirmed those findings. PEC argued
that future updates shouid be driven by significant changes in input assumptions such
as resource mix, outage rates, and load uncertainty. Given that there has not been a
significant change in these assumptions, an updated study would produce results
similar to the 2003 and 2007 analyses and, thus, an updated study is not warranted at
this time. :

With regards to PEC's reserve margin adequacy, the Public Staff commented:
" "Responses to the questions from the Public Staff indicated that the results of the
analysis were not available for review and that the analysis had not been performed in a
number of years.” PEC stated that this comment was the result of a misunderstanding
and that PEC did provide the requested data. Given the large amount of data the Public
Staff had to review, PEC determined that the. .Public Staff just .overlooked it. PEC
provided the Public Staff its 2003 and 2007 Reliability Criteria Studies and the Excel
files with supporting data used in developing the study reports;

PEC indicated that it conducts its reliability assessments based on maintaining a
LOLE of less than one day in ten years. The one day in ten years LOLE criterion is
widely accepted within the industry for establishing generation refiability. This type of
analysis does not rely on the costs to Customers for power outages. To PEC's
knowledge, no utility attempts to capture and incorporate consideration of this variable
in its reserve margin analyses. This is primarily due to the fact that any attempt to
quantify such a variable would be very subjective. Customer outage costs would be
extremely difficult to calculate and would require numerous detailed assumptions
regarding individual customers’ energy use, the value derived by the customer from that
energy use, and the economic consequences of interruptions for individual customers.
Such a complex and time-consuming hypothetical exercise would be of no value in
determining an appropriate reserve margin. :
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- Inits reply comments, Duke stated that jt does not-dispute__thét it has not rece'ntly' .
. - conducted a formal comprehensive rese_rv'e-m’argin study as it has relied primarily upon. -
~ historical experience to. establish its target -reserve margin for planning purposes. A

© 17% target planning reserve margin:ievel has résulted'in‘édequaf"é reserve amountsin . .

. the.past and has been.déemed ~reascﬁnable‘,by_‘the Commission,in the context™of prior
IRPs filed by the'Company. The Company currently deems such level of reserves to be -
sufficient to cover the foreseeable risk increases resulting from an aging generation

_ System and resource mix with greater amounts of EE, conservation, DSM, and
renewable resources. Duke maintained that, with historical reserves dropping to less
than 2% of the peak load within the last five years, a 17% target reserve margin is
appropriate. As such, Duke stated that it does not believe that a comprehensive study
is required at this time. However, if the Commission believes a comprehensive reserve
‘margin study is necessary, Duke would respectfully request that the Commission order
the study be conducted for purposes of the Company's next biennial IRP filing in 2012

. due to the fact that the 2011 IRP work will likely be substantially complete prior to an
order on the 2010 IRP. In addition, given the proposed merger between the holding
companies of Duke and PEC, it makes sense to consider the impact of the merger on
the individual and joint reserve margin requirements of the two companies. The
proposed merger will still be pending approval before various regulatory agencies at the
time of the 2011 IRP filing, and the relevant state ang federal regulatory approvals of
the proposed joint dispatch arrangement between the operating companies will directly
impact resource planning for both companies.

Conclusions

In general, the Commission finds the PEC and Duke responses to the Fublic
Staff's request for a comprehensive siudy to be reasonable and adequate. However, the
Commission is of the opinion that it is appropriate for PEC and Duke to perform an
updated comprehensive reserve margin study. Therefore, the Commission directs PEC
and Duke to prepare a comprehensive reserve margin requirements study and include it
as part of its 2012 biennial IRP report. The Commission also directs Duke and PEC to
keep the Public Staff updated as they develop the parameters of the studies.

'DISCUSSION AND CONCLUSIONS FOR FINDING OF FACT NO. 14

As it did in its testimony in Docket No. E-100, Sub 124, in regard to the |QUs, the
Public Staff encouraged the utilization of DSM resources to achieve fuel savings during
periods when the price of energy available for spot purchases is high. It is not evident to
the Public Staff that in their IRPs the IOUs have fully considered the use of their
DSM resources to achieve fuel savings. The Public Staff recommended that the
Commission reguire both the IOUs and EMCs to investigate this use of their
DSM resources and include a discussion of the results of their investigations in their
next IRPs. '
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PEC was aware of the Public Staff's position on this issue and has been
investigating the use of its DSM programs to reduce its fuel costs.

~in its proposed. order, Duke noted that the Public Staff is-'aware that-Duke is
continuing to in_vestigate the feasibility of using its DSM resources for fuel savings.

Conclusions

The Commission does not see the correlation between fuel savings and the spot
market, as such. The Commission does see the value of possibly activating

“is indeed less expensive to activate DSM resources. The Commission expects {OUs

and EMCs to use DSM resourcés, where available, if such resources are less
expensive than spot purchases. The Commission directs each 10U and EMC to address

" this issue, as a specific item, in their 2012 biennial IRP reports.

DISCUSSION AND CONCLUSIONS FOR FINDING OF FACT NOQ. 15

The Public Staff encourages each 10U and EMC to investigate, develop, and
implement all available cost-sffective DSM/EE. Changes being proposed to building
codes and appliance standards, as well as federal legislation regarding lighting, will -
substantially impact the ability to implement cost-effective DSM and EE. These changes
will have a profound impact on markets for products that consume electricity and may
make reliance on older market potential studies unreliable. Therefore, the Public Staff
recommended that any 10U or EMC relying on a DSM/EE market potential study older
than two years update its study or perform a new study and file it with its next IRP.

PEC agreed that market potential studies should be periodically -Updated.
However, such updates should be prompted by changed circumstances such as

time. PEC's Market Potential study, published in March 2008, incorporated projected
Energy Independence and Security Act impacts, including mew federal lighting
standards. PEC stated that it is unciear whether the Public Staff is recommending that
I0Us and EMCs should update their market potential studies every two years going
forward, or rather, whether the Public Staff is recommending this specific action during -
this proceeding based on the recent historical developments outlined in their comments,

Duke also agreed with the Public Staffs assessment regardihg older market
potential studies and believes that an updated or new DSM/EE market potential study is
a worthwhile investment of time and money. As Company witness Richard Stevie stated

- during the evidentiary hearing on the IRPs conducted in Docket No. E-100, Subs 118

and 124, market potential studies should generally be updated every 5 years. Duke
stated that it intends to have a new market potential study completed prior to the filing of
its IRP in 2012. However, due to the length of time to property plan, submit for bid,
evaluate and complete such a study, it will not be possible for Duke to have its updated
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market potential study ready for incorporation into its 2011 IRP. Duke stated that it
intends to begin the process of designing and requesting bids for this study in early
April, 2011. Should the Commission agree with Public Staff's assessment regarding an
updated market potential study, the Company respectfully requested that such a study
be required for submission with the next biennial IRP, which will_be -filed on

September 1, 2012, -

Conclusions

time. The Commission does, however, direct each 10U and EMC to ensure that the

DISCUSSION AND CONCLUSIONS FO:R FINDING OF FACT NO. 18

The Public Staff stated that, while Duke considered scenarios that assumed the
impact of enactment of legislation imposing limits on carbon emissions, it did not include
a low- or no-carbon scenario in its development of the proposed expansion plans
included in its IRP, ‘ :

The Public Staff further contended that the filings made by NCEMC and the other
EMCs did not indicate that their evaluation of resource options considered the effect of
potential legislation placing limits on carbon emissions in conjunction with their
individual IRPs. The Public Staff recommended that each electric utility be required to
include in its 2011 IRP scenarios with no-carbon and low-carbon price impacts, as well
as scenarios factoring in the impact of regulation of carbon emissions. These scenarics
should also be included in future IRPs submissions until such scenarios are no longer
plausible.

Duke explained in its reply comments that responses it gave to Public Staff data
requests indicated that an assumption of no- or low-carbon limitations/costs results in
the model selecting coal generation facilities. Based on Duke's policy decisions and
perception that additional coal generation would be untenable, the Company decided
not to include this type of scenario.

PEC responded that, as expiained-in PEC's 2010 resource plan, its scenario
analyses do include a consideration of. various carbon emissions reduction
requirements. :
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Conclusions

Only Duke and PEC chose to comment on this issue. The Commission finds the
responses of Duke and PEC to be adequate and that no additional specific action by the
electric utilities-is required at. this time. - The current "scenarios refating to carbon
emissions, as.provided in the IRPs, are responsive and appropriate for the purposes of .
this proceeding. ' B o Coe T oo :

IT 1S, THEREFORE, ORDERED as foliows:

1. That this Order shall be adopted as.a part of the Commlission’s current
analysis and plan for the expansion of facilities to meet future requirements for
electricity for North.Carolina pursuant to'G.S. 62-1 10.1(c). '

2. That the 2010 biennial reports filed in this proceeding by the I0Us,
NCEMC, Piedmont, Rutherford, EU, and Haywood are hereby approved,

3. That the 2010 REPS compliance plans filed in this proceeding by the
IQUs, GreenCo, Halifax, and EU are hereby approved.

4. That future IRP filings by all utilities shall continue to include a detailed
explanation of the basis and justification for .the appropriateness of the lsvel of the
respective utility's projected reserve margins.

5. That future IRP fitings by all utilities shail continue to include a copy of the
most recently completed FERC_Fo_rm 715, including all attachments and exhibits.

6. That future IRP filings by all utilities shall continue to: (1) provide the
amount of load and projected load growth for each wholesale customer under contract
on a year-by-year basis through the terms of the current contract, segregate actual and
projected growth rates of retail and wholesale .joads, and explain any difference in
actual and projected growth rates between retail and wholesale loads, and (2) for any
amount of undesignated load, detail each potential customer's current supply
arrangements and explain the basis for the utility's reasonable expectation for serving
each such customer.

7. That French Broad and Biue Ridge shall not be required to file individual
IRPs. :

8. That all EMCs shall include a full discussion in future biennial IRPs of their
DSM programs and their use of these resources as required by Rule R8-80(i)(6).

9.-  That in future biennial IRPs, EU shall provide a more ‘detailed description '

of the participation and savings related to specific DSM and EE programs, particularly
these its proposes to use to meet its REPS obligations.
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10.  That any EMC which seeks to implement, or is currently implementing,
DSM or EE programs under which incentives are offered to customers (except those
programs being filed for approval by GreenCo), shall file such programs for Commission
approval under G.S. 62-133.9(c) and Commission Rule R8-68 if they were adopted and
. implemented after August 20, 2007, , S '; ‘ . _

11. That ‘if Piedmont determines .-that its smart meter program is an
EE program, it shall file for Commission approval of the program pursuant to
Rule RB8-88. : '

12. That each 10U and EMC shall “investigate the value of .activating
DSM resources during times of high system load as a means of achieving lower fuel

costs by not having to dispatch peaking units with their associated higher fuel costs if it

is less expensive to activate DSM resources. This issue shall be addressed as a
specific item in their 2012 biennial IRP reports. ’

13.  That PEC and Duke shall Prepare a comprehensive reserve margin
requirements study and include it as part of its 2012 biennial IRP report. PEC and Duke _
-shall keep the Pubtic Staff updated as they develop the parameters of the studies.
ISSUED BY ORDER OF THE COMMISSION.
This the _26™ day of October, 2011.
NORTH CAROLINA UTILfTIES COMMISSION
rAmL L Mourdr
Gail L. Mount, Deputy Clerk

kh102611.01
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Progress Energy Carolinas
Table 1 2011 Annunal IRP (Suntmer)

APPENDIX 3
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2012 2013 2014 2015 2018 2017 2018 2013 2020 2021 2022 2023 2024 2025 2026
GENERATION CHANGES
Sited Additions 820 625
Undesignaled Addilions (1) . 126 176 276 628 782 176 176 606
Planned Project Uprates 50 20 g 14 10
Retirements (170) (707) (580}
INSTALLED GENERATION o - .
Nuclear 3.540 3,540 3,549 3,563 3,563 3,573 3,573 3,573 3573 3,573 3,573 3,573 3.573 3,573 3,573
Fossil 4,854 4,287 3,697 3,697 3697 697 3,897 3,697 3,697 3.697 3,697 3,697 3,697 3,697 3,697
Combined Cycle 1,122 2,062 2,687 2,687 2687 2,687 2,687 2,687 2,687 2.687 2,687 .- 2,687 2,687 2,687 2,687
Combustion Turbine 3195 3,195 3,195 3,195 3,195 3,195 3,185 3,185 3,185 . 3,185 3,195 3,195 3,185 3,195 3,195
Hydro 225 225 225 225 225 225 225 225 235 225 225, 225 225 225 225
Lindesignated (1) 126 126 126 302 578 1,206 1,988 | 2,164 2,340 2,340 2,946
TOTAL INSTALLED 131,076 13,309 13,353 13,367 ) 13,493 13,503 13,503 13,679 13,955 14,583 15,365 15,541 15,717 15,717 16,323
PURCHASES & OTHER RESOURCES
SEPA EE] 109 109 109 109 109 109 109 109 109 109 109 105 109 e
NUG QF - Cogen 20 20 20 20 20 20 20 20 20 20 . 20 20 20 20 20
NUG QF - Renewable * 281 262 262 237 241 241 193 193 189 i76 a8 a9 a0 ag )]
Butler Warner 220 220 220 220 220 220
Anson CT Tolling Purchase 336 336 336 336 336 336 336 336 336 336 336 336 336 336
Broad River CT 812 812 812 812 B12 812 812 812 812 K|
Southern CC Purchase - LT 145 145 145 145 145 145 145° 145
TOTAL SUPPLY RESQURCES 14,629 15,214 15,258 15,247 15,376 15,386 15,118 15,294 15,421 15,555 15,869 . 16,045 16,221 16,221 16,827
PEAK DEMAND .
Retail 9,149 9,203 9475 9.633 9,308 0977 10,146 10,313 10,485 10,642 10,802 10,964 11,134 11,295 11,464
Whalesale . 3,090 3,944 4,001 4,055 4105 4,155 4,226 4,238 4,295 4,351 4,403 - 4,447 4,502 4,560 4,618
Firm (Duke Area) 100 150 150 150 150 . 150 150 150 150 150 150 - 150 150 Y o
OBLIGATION BEFORE DSM 12,340 13,382 13.627 13,838 14,063 14,282 14,522 14,701 14,930 15,143 15,356 15,561 15,786 15,855 16,082
DS5M & FE 803 901 1,003 1,085 1,160 1,228 1,292 1,354 1.415 1,470 1,523 1,578 1,634 1,686 1,737
OBLIGATION AFTER DSM 11,537 12,491 12,624 12,753 12,903 13,054 13,230 13,347 13,515 13,674 13,833 13,983 14,152 14,160 14,345
RESERVES (2) 3,092 2722 2,633 2,494 2,473 2,332 1,808 1,947 1,906 1,881 2,036 2,063 2,069 2,052 2,482
Capacity Margin {3} - 21% 18% 17T% 16% 16% 15% 12% 13% 12% 12% 13% J13% 13% 13% 15%
Reserve Margin (4) 27% 22% 21% 20% 19% 18% 14% 15% 14% 14% 15% 15% 5% 14% 17%
ANNUAL SYSTEM ENERGY (G¥vh} 64,225 655,849 66,662 67,382 68,254 69,117 60,922 70,790 71,708 72,571 73.406 74,166 75,071 75,698 76,608

Notes:

* Renewables are assumed 1o be pravided by sources that are dispatchable and/or 1
shown include potential sources that have ot yet been identilied but are expecle

Footnotes:

{1} Undesignated capacity may be replaced by purchases, u

(2) Reserves = Total Supply Resources - Firm Obligations.
{3} Capacily Margin = Reserves { Total Supply Resources * 100,

{1} Reserve Margin = Reserves / Systern Firm Load aller DSM * 100,

ligh capacity factor sources and therefore are counted towards capacily margin. The MWs

d 1o be obtained to meet PEC's Renewable Portfolio Standard requiremenis.



: -' | ' | ' ~ APPENDIX 3
Progress Energy Carolinas ‘ PAGE 2 OF 2
Table 2. 2011 Amnual IRP (Winter) ’

1112 12/13 114 14115 15/16 1617 17/18 18/19 19/20 20/21 21122 22123 23124 24/25 25/26
GENERATION CHANGES .
Sited Addilions 1,049 7 : ' .
Undesignaled Additions {1 147 201 281 683 875 204 201
Planned Project Uprales ] 80 9 18 10 ’ L
Retirements {201} (417) (939) s -
INSTALLED GENERATION
Nuclear 3618 3,666 3.675 3675 3.693 3,683 3,703 3,703 3,703 3.703 3,703 3,703 3.703 3,703 3,703
Fogsil 5.103 4,686 3.7a7 3,747 3,747 3,747 3,747 3,747 3,747 3,747 3,747 3,747 3,747 3.747 3.747
Combined Cycle 1,240 2319 3,036 3,036 3.636 3,036 3,036 3,036 3,036 3,036 3,036 3,036 . 3036 3.036 3,036
Cambustion Turbine 3691 3,691 3,691 3.691 3,691 3,691 3,691 3,691 3,691 3,691 3.691 3.691 3,691 369 3691
Hydro 227 227 227 227 227 227 227 227 227 227 227 227 227 227 227
Undesignaled (1) 147 147 147 147 348 629 1312 . 2187 2,388 2.589 2,589
TOTAL INSTALLED 13,877 14,539 14,376 14,376 14,541 14,549 14,551 - 14,551 14,752 15,033 15,716 16,591 15,792 16,093 16,992
PURCHASES & OTHER RESQURCES
SEPA - 95 109 109 109 109 ice 109 109 109 109 - 109 5 09 109 109 - 109
NUG QF - Cogen . 20 20 20 20 20 20 20 - 20 20 20 20 § 20 20 20 20
NUG Gf - Renewable - 258 262 262 237 237 241 193 193 189 189 i) 39 39 39 39
Butler Warner 260 260 260 260 260
Anson CT Tolling Purchase 365 365 365 65 365 365 365 365 365 X 365 ‘. 3B5 365 365 365
Broad River CT 880 880 880 aso 880 L] 880 880 880 i 880 83 '
Southern CC Purchase - LT 145 145 145 145 145 145 145 145
TOTAL SUPPLY RESQURCES 15,275 16,630 16,417 16,392 ’ 16,557 16,561 16,263 16,263 . 16,315 16,5986 16,632 1?,124 17,325 17,526 17,526
OBLIGATION BEFORE DSM 11,655 12,684 12 906 13,106 13,318 13,526 13,753 13,922 14,139 14,341 14,542 14736 - 14 949 15,006 15,222
. DSM & EE 755, 794 840 882 912 944 978 1,014 1,052 1,087 1.121 1,161 1,200 1,236 1,272
OBLIGATION AFTER DSM 10,900 11,890 12,065 12,224 12,406 12,582 12,775 12,908 13,087 13254 . 13429 13575 " 13,749 13,770 13,950
RESERVES 2) - 4 375 4,740 4,351 4,168 4,151 3,879 3,488 3,355 3.228 3,342 3,211 3.549° 3,576 3,756 3,577
Capacily Margin (3) 29% 29% 27% 25% 25% 24% Z21% 21% 20% 20% 19%° C21% 21% 21% 20%
Reserve Margin (4) 40% 40% 36% 34% 3% 32% 2% 26% 5% - 25% 24% T 26% 26% 27% 26%

Notes: .
. 1
" Renewables are assumed to be provided by scurces that are dispalchable and/or high capacity lactor sources and therefore are counted lowards capacity margin. The Mws

shawn include polential sources that have nat yel been identified bul are expecled lo be oblained to meet PEC’s Renewable Portioiio Siandard requirements.

3

Fooltnotes:
(1) Undesignated capacily may be replaced by purchases, uprales, DSM; or a combinalion thereof. Joint ownership opperiunities will be evaluated wilh baseload addilions,
{2) Reserves = Tolal Supply Resources - Firm Obligations.
(3) Capacity Margin = Reserves / Tolal Suppiy Rescurces * 100,
{4) Reseive Margin = Reserves / Syslem Firm Load after DSM * 100,

-



Table §.A

Load Foracasi
1 Duka System Paak

Reduciions 1o Load Foracast
2 NewEE Programs

3 Adfusied Duke Syslern Peak

Cumuative Sysiem Capacity
4 Generaling Capaclly
5 Capacity Addiioms
6 Capacity Deralss
7 Capadty Relirernants

8 Cumualive Genemting Capacity

Purcirase Contracla
9 Curialive Purchase Contracis

Sales Conbracts
10 Catawba Ovwwer Backstand
11 Catawba Owner Load Follawing Agrearnert

12 Cumuative Fuhae Resowce Additors
Basa Load
FPeakingfrlermediate
Renewables

"13 Cumulative Produclion Capacity

Reserms wio Dernand-Sids Manragemen!
14 Genereling Reservas

15 % Resarve Margin

18 % Capadly Margin

Demand-Side Mamgement
17 Cunuative DSM Capacity
B/5G
Powor Shara f Power Manager

18 Cumnulalive Equivalent Capacity

Regserves wf DSM
t9 Generaling Reserves
20 % Resarve Margin
21 % Capacity Margin

APPENDIX 4

Summer Projections of Load, Capaclity, and Reserves
for Duke Enargy Carolinas 2011 Annual Plan

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
17892 18347 18800  19.23¢ 19752 200220 20675 20122 21444 21828 22152 2469 22777 23120 23,399 23,777 24,709 24417 24765 25121
(80) (1ez) (20 (208) (276) (343 () (478) (544} 611} (822} (633} (64D {655) (667) " (679) (688) {103 {715) (727
17812 18245 18680 19,032 19478 19477 20.265° 20644 20,901 21,214 21,530 21,838 22,135 22485 22732 22,099 23420 23,714 24050 24,393
19,762 20404 21070 23088 20,378 20,388 20415 20495 20,525 20,525 20,525 20,525 20,525 20,525 20,525 20,525 20525 20525, 20525 20,525
1,465 666 18 370 10 27 a 30 o [ 0 L] o 0 o 0 0 o [] 0
0 0 0 0 Q. 0 0 i} ] 0 o 0 ] o- 0- i) 0 0 o 0
[a24) o 0 (1080} 0 ] 0 a 0 0 [} 0 0 0 0 o 0 0 0 0
0404 21070 21080 20378 20,398 20415 20495 20523 20525 20525 20525 20525 20525 20,525 20,525 . 26525 20525 20525 20525 20525
270 211 123 100 100 100 100 100 97 T 96 87 a7 -1 a7 87 ar 87 a7 87 a7
o 0 n 47) 7 (47) 47} [Ch3) (47} 0 Q. 0 0 0 0 0 o 0 0 o
0 0 0 0 0 0 7 ] ] 0 0 0 ] 0 o 0 a 1 0 0
0 ] 0 o 0 0 0 o 1} 1117 1,117 2234 2234 2234 224 2,24 2234 224 2234 2234
] .0 0 740 1480 1,480 2130 2.130 2870 2870 2,870 2870 2,870 2870 2870 2870 2870 3,520 3,520 4,190
a1 44 116 128 249 250 a4 341 ki) a7z 427 . 437 439 478 488 481 " 484 483 484 4B4
20715 11328 21281 21,300 22471 22198 22923 23050 23,022 24980 25017 28,154 28,158 26195 26205 26,198 26,201 26,860 76,851 27,521
2,903 3,081 2600 2268 2,694 2,321 2,718 2,408 2,921 3768 3497 4318 4,021 373 3473 3,009 2,780 3,146 2,801 3,128
16.3% 169%  138% 119%  138%  117%  134v 7% 140%  178%  182%  198%  182%  106% - 153%  134%  119%  133% 11.6% 12.8%
14.0% 4% 12.2% 10.6% 12.2% 10.5% 11.8% 10.4% 12.3% 15.1% 14.0% 16.5% 154% 142y, 123.3% 1.8% 10.6% 11.7% 10.4% 114%
838 850 g9 w83 987 986 986 986 986 986 988 86 986 986 ‘JBé 986 985 956 986 986
181 147 140 133 126 126 126 126 126 126 126 126 126 126 126 128 126 126 126 126
657 702 780 851 131 L1 861 861 861 Bit [:L:]] 861 B&1 861 861 861 861 861 a51 861
24553 22175 22200 22283 23,157 23,184 23958 24,006 24808 25957 26013 27940 27942 27982 27191 27184 - 27187 27,847 27837 28507
74 3930 3520 1051 A,681 3307 705 - 3392 T 3008 4753 4484 5,304 5,008 4717 4,459 4,085 3,767 4,132 3.787 4,114
21.0% 21L5% 1A% 179% 1M9%  166% 1Raw 164%  18.7%  224% . 208% 243%  226% 21.0%  196%  IT7%  150%  1TA%  157%  169%
174% 7%  158% 146%  159%  143%  155% % 158%  183%  17.2%  195%  184% 174%  164%  150%  139%  ME%  136%  144%
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. Winter Projections of load, Capacity, and Roserves o
for Duke Enargy Carolinas 2014 Annual Plan - ey
11412 1213 1314 14115 15116 1617 17/18 18119 19/20 20721 21722 22123 23024 2425 25126 2627 27RA 2879 29130 30

17,425 17.869 18303 18746 19,180 15,665 20123 20539 20860 21,128 21482 21.782 22080 22370 22640 20977 23280 22584 23885 24,188
(67) (a8 (126) (204) (289) (360) (42p) 497) (564) (636) (847) (658) (668) 81) 693} ° (708)- (718 (730) 743) [756)
t7.359 17773 18477 18543 18831 19308 19,894 20042 20304 20492 20838 21924 41z 11897 - 2956 22217 22565 22853 23,142 23430
20567 2083 21773 21820 21468 128 21137 21964 21245 21275 2125 N275 N5 21275 21978 . 21215 21275 21215 21275 21978
684 1485 48 18 370 10 27 81 30 o 0 o - [ 0 0’ o 3} [ 0 0-
16} 0 0 0 0 0 [1} 0 [} ] ] [1} o 0 0 [3} 0 0 0 1} o
{311) {626) 0 (a70) {710} s} 0 0 0 0 o [} * a0 0 1] o 1] 0 [+} s}
20,934 21773 21820 21488 21928 21137 21,184 1245 21,2715 21275 N275 N2wA5 N2I5 21275 21975 | 20278 21278 21215 211275 21275
277 218 123 100 100 100 100 100 97 96 a7 ar 87 ar a7 a7’ B7 87 87 B7

[} 0 {47 1?7} 47) 47} an (47) [Z}4] o o [ o [ 0 4] 1] [1} o s}

0 o [ o a 4} [} o o o 0 0 0 0 o o a [} 9 0

0 o] 0 L] 0 0 0 I} o} 0 1117 1117 2234 7 223 2,234 2,234 2,234 2,234 2.234 2,234

o 1 0 0 T40 1,480 1,480 2,130 2,130 2870 2,870 2.870 2,870 2870 2.670 2,870 2,870 2,870 3,520 3.520

48 41 a4 115 128 249 250 304 M1 376 372 437 437 439 478 - 488 481 484 433 484
21257 22032 21,940 21838 22048 72920 22947 23732 23708 4610 29721 25718 28903 26906 26945 26954 26947 28950 1610 27604

Ty B
1,899 4,260 3,784 3,085 1,152 3815 3,254 3,600 3,402 4,126 4,888 4,853 5,491 5,208 4,989 4737 4383 4087 4,458 4,170
22.5% 240%  207%  16TR 16.7%  147% 18.5% 184N 72w 201% 25%  220%  258%  240% 22T% 1A% - 19.4% A% 193% (7%
18.3% 1A% 2% 143%  143% 158%  142%  155%  j147% 16.8%  19.0% TBA%  204%  104%  185% - 176% 16.3% 158%  18.2%  151%
548 51 530 547 555 555 555 555 55§ 555 555 555 555 555 555 565 555 . 555 555 555
181 147 140 123 126 126 125 126 126 126 126 126 126 126 128 120 128 126 128 128
as7? 364 a1 A14 429 429 428 429 429 429 429 429 129 4209 429 429 429 429 429 429
21,806 22544 22471 22184 22504 23475 23502 24287 24359 25172 26276 28331 2745 27450 27499 27509 27,502 27505 28,164 28,155
- - .

A A7 4. 4,204 3641 3712 4,169 © 3,808 4,245 4,047 4,680 5441 5207 6,045 5783 5,544 5,202 4,937 4652 5,020 4,725
25.6% 208%  236%  196%  197%  21em 19.3% .21.2% 19.9%  228%  2011% 247w 2% 8% 252%  238% 2144 204%  21%  z032%
204% 21.2%  19.1% 184%  164%  178%  162% - 17.5%  186%  18.08%  207% 128%  220%  210% 192% 160.0% 169%  178%  168%

202%
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Assumptions of Load, Capacity, and Reserves Table

The following notes are numbered to match the fine numbers on the Summezr and Winter Projections of Load‘
Capacity, and Reserves tasles. Ali valyes are MW except where shownas a Parcent,

1. Planning is done fér the peak demand for the Duke System including Nantahalz, Nantahala became a
© division of Duke Energy Carolinas in 1998, ' : . ’

" 4. Generaling Capacity must be ohline by June 1 to be included in the. availabie capacity for the summer
‘peak of that year, Capacity must be online by Dec 1 to be included in the available capacity for the winter peak
of that year, lhcludes 91 MW Nantahala hydro capacity, and total capacity for Catawba Nuclear Station less
832 MW o account for NCMPA 1 firm.capacity sale. i ’

5. Capacity Additions reflect an 8.75 MW increase in capacity at B ri dgewater Hydre by summer 2012,
Capacity Additions include Duke Energy Carolinas projects that have been approved by the NCUC (Cliffside 6,
Buck and Dan River Combined Cycle facilifies). _
Capacity Additions include the conversion of Lee Sleam Station from coal io natural gas in 2015. ‘
Capacity Additions include Duke Energy Carolinas hydro units scheduled to be repaired and retumed to service. These units are
retumed to senvice inthe 2011-2017 timeframe and total 34 MW, .
Also included is a 204 MW capacity increase due to nuclear uprates at Catawba, McGuire, and Cconee,
Timing of these uprates is shown from 2012-2018 .

6. No more Capacity Derates for existing units are expected at this time.

7. Buck units 3-4 (113 MW) were refired during the summar of 204+ .

The 824 MW capacity retirement in summer 2012 represents the projected retirement date for Dan River Steam Siation
units 1-3 {276 MW), Clifiside Steam Station units 1-4 (198 MWV), and 350 MWs of old fleet CT retirements.

The 1080 MW capacity retirement in sumrmer 2015 represents the: projected retirement date for Lee Steam Station {370 Mw),
Buck Steam Staiion units 5 and & (256 MW) and Riverbend Steam Station units 4-7 (454 Mw),

The NRC has issued renewed energy facility operating iicenses far all Duke Energy Carolinas’ nuclear facilities.

The Hydro facilities for which Duke has submitted an application to FERC forlicence renewa are assumed to
conlinue operation through the planning horizon,

Ali retiremenl dates are subject to review on an ongoing basis.

9. Cumulative Pl__urchase Contracts have severai components:
A. Piedmont Munigipal Power Agency took sole respensibility for total loag reguirements
beginning January 1, 2006. This reduces the SEPA allocation from 94 MW to 15 MW in 2006, which is attributed to
ceriain wholesale customers who continue to be served by Duke,
B. Purchased capacity from PURPA Qualifying Facilities includes the B8 MW Cherokee County Cogeneration Partners contract
which began in June 1998 and expires June 2013 and miscellaneous other QF projects totaling 36 MW,

10-11. A firm wholesale backstand agreement up to 277 MW between D uke Energy Carolinas and PMPA stars on 1/1{2014 ang
continues through the end of 2020.

i2. Cumutative Future Resource Additions represent  combination of new capacity resources or capability increases
from the most rabust plan,

15. Reserve Margin = (Cumulative Capacity-System Peak Demand)/System Peak Demand
18. Capacity Margin = (Cumuiative Capacity - System Peak Demand M¥Cumulative Capacity

17. The Cumulative Demand Side Management capacity includes new Demand Side Management capacity
rebresenting placeholders for demand response and energy efficiency programs.



Company Name: Mrginia Electrle and Power Cornpany

APPENDIX 2H - PROJECTED SUMMER & WINTER PEAK LOAD & ENERGY FORECAST

Schedule 1
L PEAK LOAD AND ENERGY FORECAS T .
wetua . {PROJECTED} " R
. 2008  200%  2oto 2011 2012 2013 4 2045 201 2007 2008 2013 1020 2029 2022 202) 2014 2825 fo2¢
1. Ulllity Peak t.ond (Mv)
A Summer
1a. Base forecast 1558 15817 15,70 6705 16099 17447 17852 18388 14sm8 19573 15285 15604 20035 20413 771 21128 20409 21765 22,201
1b. Addltiensl Forecast
NCEMG 150 150 150 150 150 150 150 - - - - - - - - - . - .
2. Conssnailon, Efficlency™ - - -7 -30 21 -101 242 -352 A8 427 AT 07 -395 393 397 -339 402 -405 -ag?
3 Demand Reapons a2 - - -2 -55 -33 —T44 ~224 -274 -335 =37 410 ~A42 468 -488 -501 -511 -519 -85 +530
4. Demand Response-Eisting2%Y) e 8 -r 7 -7 ) ) 5 5 5 5 = 5 -5 5 5 5 5
5. Peak Adjusinent - - - al 702 4 750 - - - - - - - - fo. .- - -
6. Adjusted Losd J6500 _1A057 96533 11002 17920 18390 IREI0 18035 18238 18846 878 1B.197 19840 20020 MITA W78 21,007 21,360 21,794
7.% Increas# In Adjusted Load E5%  50%  S4n 22% IT% BN 12% 3K 1A% TR A% L™ 23% BO% 1M 17 1A% 1LI% 20w
[%om previous year) o
8. Winler r
“la.Base Forecast ME37 15437 15184 14858 15,1;51 15583 - ISE17 16365 15569 16,951 1733 17414 17670 1a08) 14375 18676 18950 19140 19569
1b. Addithanal Foreeast .
' NCEMC ' 150 150 150 141 45 146 147 - - - - - - - - - - - -
2.Consenation, Efficency™ - - 14 -23 -15 -64 -158 -223 289 -287 -282 276 -269 267 270 -272 274 216 <218
' 3.Demand Reapans !5 - - -12 -2 - -18 47 -50 -58 &6 -13 e -81 -84 -87 -51 -94 5 | .o
" 4.Demund Responae.Exiating?N 22 _t8 7 7 7 7 ) E) r s s 5 5 5 5 5 5 s s
£ Adjusted Losd 14 Jer 15577 15,3_34\' 15002 15421 15875 15914 16,147 16300 16664 16954 17,148 37409 1,02 18,105 18405 18008 -1amed 19,24
4. % cruase In Adjusted Load £2% 5% -16% 22% 2K BN TEM 1MW 15% 1T% 1% 11%  15% Z4% 1.8% L7% L5% 0% 23%
' P 2.Energy {GvWn) .
A Base Forecasl 33547 | 82501 bass3 BA7EG _ 80583 50504 01,163 + 85087 97449  BESOS 100,488 142,220 104,4£2 108,027 107,902 109779 411955 1r:.:x|r 115,447
B_Addiions! Forecas! ’
HEEMC 619 845 858 sis - - - - - - - - - - - -
ODECsupp!® B - . . - . - - - - - . - - - R .
C.Conserwatian 8 Demand Respons et - - 255 -are 023 AN 2518 34%4 S2M5 4404 4B A5 A44 4368 4303 4394 4A02 4413 A2y -
D: Demand Respunse-Existing i 3 2 K R EEE -1 1 1 -1 1 Kl - -1 K 1 A )
E. Adjusled Energy 03547 82501 86663  B5008  BMS0S @076 91,324 81613 93164 84401 95254 SI7S9 1ODIOB 101,682 103519 105285 107,553 109,124 111,924
F. % Incranse in Adjusied Energy Z6%  -13%  S50% -1.9% A% 8% 13% 0% LI% 1% 1P 20% 2% 16% 1A% 1e%  Zmn 15% 1L7%

(1} Actual metered data. )

(2) Demand response programs are classified as capacily resources and are not included in adjusfed load.

{3} Existing [YSM programs are included in the foad forecast. .
{4) Values for 2010 and 2011 represeni modeled energy; actual historical dafa based upen measured and verified EM&V resulls is not yel available

(5)Values in 2010 and 2011 represent modeled capacily; actual historical data based upon measured and verified EM&V resuits is not yet avaifable.
modeled DSM firm capacity.

(6) ODEC contract expired year end 2010,

Projecied values represent

APPENleX 5
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APPENDIX 2| - REQUIRED RESERVE MARGIN
CompanyNama: ’ Mrginia Electic and Power Company .

Schedule 6
POWER SUPPLY DATA [continued)

(ACTUAL) (PROJECTED) N
2008 2009 010 2011 2012 2013 2014 015 2016 2017 2018 - 2019 ' 2020 2021 W1z 2023 2024 2025 2028

l. Reserye erglum
{including Cold Reserve Capabitity}
1. Summer Resans Margin

a. Mt 1,312 1984 3357 3,218 3425 3407 2,121 184 2006 2040 2077 2002 2169 2202 . 2241 2280 2311 2350 22398

b.Percantof Load 7% 122%  20.1% 1B8% _131%  I85%  14%  11.0%  11.0%  I10% 0% 10%  100%  10% 110%  110%  11.0% 0% 1%

c. Aclual Resere Margin!’! NA MA NA _30T% _ 0.97%  G.20%  B85% 1520% 17.33%  1225% BUG% _1237% 1269% 1264%  1210%  12.21%  1266%  12.71% 12.34%
2. Winter Resetve Margin

8 NA, A HA 8,059 $373  BOd1. 7807 mA97  mas0 7229 8537 E710  6a55 s 6920 7064 - 7228 ;,439 | 750

b, Percent of Load A A WA _ 537%  543%  513%  49.1%  S5.0%  57A%  43.4% 38.1% _ 392%  394%  3E6%  38I%  384%  om 7k TH M

e. Actual Reserve Margin!*? A WA NA WA WA NA A NA NA NA NA NA NA NA NA . A A NA WA

L. Reserve Malglnmmm
{Excluding Cotd Reserve Capabfity}
1. Summer Reserve Margin

1 .
a_mwt!! 1312 1,964 3323 3,050 3288 3333 2ma7 1984 zote 040 2077 2912 2181 2202 2340 2780 2315 2350 2,398
b. Percent of Load 1O 22%  196% _ 176%  «IB3%  (8,1%  110%  110% 1LO%  10% __ 150%  11.0%  11.0%  11.0%  110%  11.0% 11.0%  11,0%  11.0%
c. Actual Resone Margin®! : A A NA BE% 8.2% 6.4% 6.5%  153%  173% 12.3m RO% 1A% 127% 126% B2.1%  122%  127% tzZiw 123%
2. Winler Resarne Margin
1
a. MW‘ ! Na 1¥A MEA 7313 8,233 7,964 7,730 8,097 2,380 1.229 8,837 6,719 8,855 8,881 4,920 7064 7,228 - 7433 7,503
b. Percent of Lond MA NA A __5L8%  S34%  SDB%  4BE%  551%  574%  434% 300%  392%  3%4%  ME%  382%  384% 387y WIH 9%
i
c. Actual Reserve Margin WA MA MNA NA NA NA NA WA NA A WA A NA . NA NA WA NA A NA
.o . - ;
1. Annesal Loss-of-Load Hours ¥ A NA A A NA A A, NA A, NA NA WA NA HA, A WA, WA NA A,

(1} To be calculated based on Tolal Net Capability for summer and winter.
(2) The Comnpany has two unils in cold reserve.

(3) The Company and PJng forecasts a summer peak throughout the Planning Period,
(4) Does nof include spol purchases of capacity.
{5 The Company foltows PJM faserve requirements which are based on LOLE.
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Table 1.3 NCEMC Projected Summer Load and Capacity (valves in MW unless noted atherwise}

2011 | 012 | 20013 2014 J 2015 ! 2016 | 2017 I 2018 f 2019 i 2020 [ 2011 ] 012 ]'2023 | 2024 J 1025 |

Load Requiresnents
20 EMC Demand (1) ' 2518 " 3,005 3.043 3,091 2033 1174 1219 3268 3314 1387 347 3487 3519 3571 3623
Existing DSM (2) &7 59 4 11 41 H] 41 41 41 41 41 41 41 41 41
Net Peak Demang 2.851 1.945 3.007 3,051 3.091 313 3178 3 kR TE] 3,326 1376 1418 1478 1530 1582
&Eaclt[ Resources
Carawba (3) 682 432 £82 £82 602 682 681 £82 682 £81 682 482 682 6682 (15}
NCEMC CTs (4) 622 622 678 678 678 678 678 678 &ra 678 - 678 678 678 678 678
Diesels 18 18 18 18 8 8 18 L 18 g [I:] ] 1] I:]
Toual Capacity Resoyrces 1322 1.322 1.378 1378 1378 1178 1.378 1,378 178 1.378 '1.378 1.378 1378 1.378 1378

Purchased Resources {5)
Srchased Retources

AEP Purchases . 250 50 oo B 1+1] 100 [} 0 o 0 [ 0 0 1] 0 ]
PEC SORs 870 :ED] 920 970 970 970 970 970 970 550 375 5 . a o o
PEC PPAs 350 300 1,127 t.tos 1135 1,145 1.1%8 1.232 1,267 1.723 £932 117 2378 2417 2,303
Duke PPAS 2 72 i) 72 72 97 9r 7 37 122 122 122 1221 122 122
Southern PPAs | 215 128 125 225 225 70 270 360 140 360 360 360 360 360
SCEAG PPA . 250 250 0 0 0 1} 1} ] 0 13 9. L] [+] a
Cominjon PPA ' ! 150 150 150 150 1] 0 4] o [y 0 0 o q 0 0
SEPA Allocations (3] ' 71 TF be Tl 7 TE A M - 71 H 7l 1 71 1 1
PIM UCAP (7) re 126 97 49 142 145 147 151 154 156 Is9 184 164 167 16%
Tatal Purchased Resources 132 2314 2762 . 1745 2718 2673 2,753 1791 1919 2.982 l.ot9 1,056 3,095 1437 3.025
Obligatiany .
Capacity Sale 1o Indepandent Members a7s 76 15% 260 218 26 16 16 216 20% . 206 03 | 199 199 196
Southern PSA o 100 100 100 100 100 . oo 1o i00 190 100 0 "o 0 0
PEC Tolling 1} 1] 339 339 139 3% 139 339 139 139 339 19 N 139 339 139
FJM Reserves (8) 43 49 49 50 50 50 50 H | 51 51 52 51 52 53 53
Other Reserves (9) g1 9% 62 62 42 62 67 67 7% 19 79 91 k R 9¢ Ll
Other, Obligarion (1) to [ 13 13 15 t5 15 5 5 11 15 15" =~ 18 11 16
Net Resources for Participating Mambers 29319 Jooé 3318 3299 1312 3,269 3344 3,381 1497 31,567 1,606 3,713 31776 3817 - 37em
Undesignated DS Programs ! €E Resources {th 21 Fi 10 1 35 k14 34 12 Ry 34 34 EH] 37 19 40
Undesignated Renewable Resources [11) 1 19 19 1% 21 48 50 108 114 130 ISt 152 154 157 159
Undesignated Future Convantional Resources 0 0 0 1] o a 0 T e Q [+] 0 (] 1] o 1]
Annual Energy (GWH) (12) 12,627 13.087 13.222 13,404 11,579 13,799 13,940 14,135 14,340 14615 14774 F4.98¢ |§.204 15,476 _!5.643
Annual Energy after EE (GWh) (12} 12530 12,959 13011 13,242 13,406 13.622 13772 13.975 14,180 14,447 14,608 14814 15,025 15,290 ".‘I‘S,453
Notes:

(1) Totwl Demand s NCEMC's Participating Member coincident peak (NCEMC CP) measured t generation from the NCEMC 2009 Load Forecast (2011} and 20f| Load Forecast (2017 - 1025)

(2} “Existing DSM~ Existing demand side manzgement includes customer awned generation, interruptible load and residential load Tanagement resources

(3) "Carawba Resource™ Catawba MNudear Station ovnership apadey reflects both Participating and Independent Members, along with the graranteed capacity of the reliability exchange agreement
(1) Addition of sixth CT ar Hamiet CT Plant with projected commerdal operation date of May 2013 ’
{5) Purchased Resources are 100X firm with reserves provided by tha supplying entity unleas otherwise noted

(10) Other Obligation incluedey generztion Iosses for rescurces in NCEMC's porrfollo uaed to serve [oad in mulriple balancing areas
(11} Undesignated D3 Programs / Energy Efficiency & Renewabte Resources inctuded in NCEMC's 2011 |RP
(¥2) Energy valves are mieasured ac generatlon for Participating Members from the NCEMC 2009 Load Foracast {2011} and 201 t Load Foremst (2012 - 2025)
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Table 1.4 NCEMC Projected Winter Load and Capacity (valies in MW unless noted otherwise) ) )
. ) S [ 2012 i 2013 [ 2044 | 2015 016 I w17 T 7018 REE [ 2000 ] mzli 1022 ] 2023 ] 2024 ] 1ozs"|
Load Requirements
20 EMC Damand (1} 1.0878 1,201 3,245 31.29¢ 3332 3,375 1472 3.470 s 315717 1,629 3.68) 3.7236 A.7%0 1.B45
E:f!tingDSP‘l(l) 56 51 4] 41 41 41 41 £ 41 41 4] 41 41 .4 11
Net Peak Dernand 1812 A14% 304 3249 312192 3.334 3.3ai 3,430 1,480 3536 1.588 3641 . 1895 3,749 3,804
Capacity Resources .
Catawba {3) 682 682 682 681 [1:¥] [1:¥ 682 682 682 682 682 682 682 582 682
NCEMC CTx (4) 672 622 622 678 678 678 678 678 678 678 678 678 &78 78 &78
Diesels 1:] 18 g I8 ]:] 18 ;] 1:4 18 iB8 8 e . 18 ;] 8
Total Capadity Rexources 1,321 1,322 1,322 [ k)] 1,378 1,378 1,378 1378 1.378 1378 1.378 1.378 1.378 1,378 1.378
Purchased Resources {5)
AEP Purchases 150 250 100 100 100 0 0 . 0 1] 1] 1] ' a 4] 1] o
PEC SORy 870 870 920 970 970 970 970 970 970 550 375 2'i5 0 0 1}
PEC PPAs Isg 450 1,441 1,426 1.457 1,490 .528 1,586 ‘ 1.606 2.067 .70 2471 2,737 2,781 2672
Duke PPAy T2 n i bii 7 - 97 97 97 97 122 122 122 l'lll 122 123
Southern PPAs o 215 | 128 225 215 225 70 270 &0 360 360 350 360 350 60
SCEAG PPA, 250 150 [+] 0 0 (] o o o 0 o L] o ] L]
Dominion PPA 150 150 150 150 ‘o 0. 0 ] o o [ ] o 0 0
SEPAAIImtims(ﬁ) l T 7l 71 H 71 o L Tt 1 7 T 71 7 71 7l
Pt UCAP (7) 119 126 97 4 143 145 147 - 151 154 156 159 161 " 164 167 169
Total Purchased Resources 2,132 1464 3076 1,083 3.038 1,998 1083 3125 3,258 3326 3.368 3410 3.454 3,501 3.1%4
Obligations
Capaciry Sale 1o Independent Membery 376 376 259 160 206 216 116 214 216 209- 206 103 19% 199 196
Southern PSA ¢ 180 1o 100 100 100 1060 100 100 190 1o 0 0 0 0
PEC Tolling 0 1] 139 339 KEL) EEL] 339 339 33y 319 339 339 139 339 339
PIM Reserves {8y 48 51 S 52 52 52 53 53 53 54 54 55 55 55 56
Orher Reserves (9) - B his 55 62 62 61 &7 &7 79 19 9 1 91 71 91t
Chher Obligatim[lﬂ? B 4 11 13 s 15 15 I5 i5 © IS 15 ’ 1& 1] 13 1&
Mat Resources for Particpating Members 2,941 3.154 3,582 1615 - 1632 1592 1,871 ERAX 3834 3.908 3,953 4,084 4.132 4179 4074
Undesignated D$ Progran / EE Resources [{13] 21 26 0 13 s 3% 34 32 32 34 34 35 37 3 40
Uﬂdui;nund Renemable Rexources {11} ! 19 19 9 21 18 50 loa It4 130 151 152 154 157 159
Undesignated Furure Conventional Resources 1} 0 o 4 0 0 o o ¢ 0 4] o .9 0 [+
Anneral Energy (GV¥Wh)} [L¥] 12,627 13,087 13.222 13,404 13,579 13,79% 13,940 14,138 14,340 14615 14,774 14,906 15,204 15476 15643
Annuzl Energy aher EE (G¥vh) {12) 12,530 12,959 13,07t 13,242 13,406 13,622 13,772 13,978 14,180 14,447 14,608 14,814 15,026 15,290 15,453
Notes: ’ -

{1} Total Derand is NCEMC Participating Member coincident peak (NCEMC CP) memsured at generation from the NCEMC 2009 Lmd Foreqast (2011} and 2011 Load Forean: (1012 - 2025)
(2) “Existing DSH~ Existing dermand side management indudes customer owned generation, incerruptible lozd and residential Ioad Management resources

{3) "Catawba Resource™
{4} Addition of sixth CT gt Hamil#t CT Plant with projected commerdial operation data of May 20(3

(5) Purehased Resqurces are 100% firm with reserves provided by the supplying entity unless otherwise noted

(8} SEPAallorations are for Participating Members

(7} PJMUCAP purchases reflect estirrred FJH reserve requirements in toral ehligation for the PjM balandng area

(B} Estimmred reserve requirements for NCEMC as a load serving entity in the PjM balmcing area

(9) Other Reserves included for NCEMC. CTs and Southern purchases as appliczble -

(10} Other Cbligation indudes generation leases for resources in NCEMC's portfalio wsed ta terve Joad in multiple batancing areas

1) Undesignated DS Programs / Energy Efcency & Renewabls Resources Included in NCEMC's 2011 IRP

(12) Energy vilves are measured a1 generation for Participating Members from the NCEMC 2009 Load Forecast {205 1) and 2011 Load Foreas: (2012 - 1015)
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Table 1.2: Piedmont EMC Projected Summer Peal l.oads, Resources and Annual Energy (2010 Load Forecast)
Pledmoit EMC - Duka Control Area

2042 2013 2014 2015 2016 2087 218 2019 2020 2021 2022 2023 2024 2025 2026
PEAK (MW} {1) 93 it 103 105 107 109 111 13 116 118 120 - 123 125 128 130
[ANNIAL ENERGY (GWh} {1} 133 135 137 140 142 145 148 151 . 154 157 160 8 166 170 173

Motes:
1. Peak and energy vaies we measured at ganeration

2. Piedimont EMC's koad requirements in the Duka Contral Area are being met by a requirements agresment with Inbie Power Compary,
Resowrce Plan. The initiaf term of ihe agreenent with ke Power is Jaruary 1, 2000 tru December 31, 2021. The conlrect has an autorralle exension mecharksm that alows the
periods and has since been exended frough 2031, Af curent 8nd fulure resources. provided by Duka Pawer are firm: the Diks Power purchase |5 a network resource recognized by Duke
Piovided by Duke Power will corme from resaurces in the Duke confrol area or through imports made wilh tirm Fansmisslon.  Duke Power bas operational control of Piedmont's de

Piedinont EMC - Progress Enevgy.(CP&L East) Control Area

2012 2013 20t4 2015 2018 2017 2018 2ms° 2020 2021 022 2023 2024 2028 2026
Load Rarulrements: )
PEAK {MW) (1} : kK] 33 34 35 35 36 a7 a7 38 39 40 41 41 42 a3 |
Purchased Resources: {2) . . B ..
NCEMC wpPsa | R 8 6 5 5 5 5 5 5 5 5 5 5 5 5
SEPA . 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Progress Energy Purchases (3) 26 26 28 29 29 ¢ a N 32 33 M 35 <L 36 43
TOTAL RESUURCES (MwW) 33 33 34 35 35 36 37 k74 38 -39 40 41 41 42 43
RESERVE CAPACITY (MW} (2) 3] 0 0 0 0 o 0 [} o} a o 0 [} a i}
ANNUAL ENERGY {GWh) {1) 416 423 431 438 446 454 463, 472 482 492 502 512 522 532 542 ]

Hotes:
1. Peak and energy volres are measured al generslion.

2 All purchases are 100% Tl with resenves provided by he supplying enlity.

3. The inilisl term of Ihe purchase will Progress Energy Is Pwu December 31, 2021, Allhough this agreement does not have an autormatic exension
-« replacement of e exsting agreement. Al currend mnd [uture resources rovided by Progress Energy are firng the Progress Energy purchase is a netaork resource rexogezed by CPAL Tronsmission Resources proviged by
Progiess Energy wil come Irom resousces in lhe CPAL East conbol area or hrough imports made with (irm ransmission,

Pledmont EMC - TOTAL SUMMER LOAD

2012 2013 2014 2015 2018 2017 To2m8 2018 2020 201 2022 2023 2524' 2025 2026

lPEAK (MW (1) 132 135 137 139 142 145 144 151 154 157 160 - 183 1é? 170 173

MNUAL ENERGY [GWh) (1) 549 558 558 578 588 589 611 623 636 7 649 662 675 (53] 701 71.5
ANNLIAL ENERGY {GWh) {1) ’ .

Inciudimg | t of Energy EHiciency Programs| 542 549 557 o965 574 383 594 605 617 628 41 654 667 680 693

Hotes: .
1. Peak and energy valies are measured at {enaration.
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' ‘ PAGE 2 OF 2
Table 1.3: Piedmont EMC Projected Winter Peal Loads, Resources and Annual Energy (2010 Load Forecast)
Piedniont EMG - Duke Gonitrol Area
12 013 w4 2015 2018 2017 me 2018 02 2021 022 2023 20M g0 2026
PEAK (MW} (1) 104 105 107 109 111 113 115 118 120 123 125 128 130 133 135
ANNUAL ENERGY (GWh) (1) 133 135 137 140 142 145 148 151 154 157 160 1563 6 70 173 ]

Notes:
1. Peak arv energy vakies sro measured a gereralion

2. Piedmont EMC's load requirements in the Duke Contral Area are baing met by e requirements pgreement wilh Duke Powar Company, LLC, tes Piedmont

- Resowrce Plan. The inilial term of the agreement wilh Duke Power is January 1, 2009 thru December 31, 2021. The eanbiact has an adomatic exension mechanism that alows the
All curent and fuhre resources Frovided by Dhka Power are firm: iha Duke Power purchase is 8 network resource recognized by Duke Transmisskon, Re:

Pledimont EMC - Progreas Energy [CP&L East) Coniral Area

2012 2013 2014 2015 2015 2017 208 zp1e 2020 2. 202 2023 2024 2025 2028

Load Requl ewnents: i N .

[PEAK (MW (1) 34 Y] as as 36 a7 6 38 a9 40 41 42 42 43 44
Purchased Resources: (2}

NCEMC WPSA & 6 5 5 5 5 5 5 5 5 5 5 5 5

sEPA o 1 1 1 1 1 1 1 1 1 1 1 1 1

Progress Energy Purchases {3) ' 27 27 29 29 30 oM az 32 33 4 35 K3} 36 ar

TOTAL RESOURCES (M) RX] M a5 a5 % 37 38 3a 9 40 41 47 42 43

RESERVE CAPACITY (MW) (2) ) ) ) 0 0 . o 0 0 0 0 0 0 0 0 0 o
{ARNUAL ENERGY (G (1) 4i5 423 431 438 446 454 463 - 472 487 492 502 512

522 532 542 l
HNotes: .

1. Peakand energy values sra meesured 6l gereyalicn,
2. Al purchases e 100% tirm wilh reserves Pprovided by the supplying entity.

3. The inilial term of the purchasa with Progress Energy is Uwu December 31, 2021, Alhough this egreement does not have ar

Piedrnont EMC - TOTAL WINTER LOAD

2012 2013 2014 2015 2016 ¢ 2017 2018 2013 - 2020 2021 2022 2023 2024 2025 2028

IPEAK{MW][H 123 140 42 145 147 150 153 156 159 162 S 168 169~ 172 176 179

[AMNUAL ENERGY {GWh} {1} 549 558 568 578 588 502 611 623 638 849 662 675 BB 701 715
ANNUAL ENERGY (GWh} (1) .

Inchding Imipact of Energy Efficiency Programs) 542 549 557 5655 574 583 594 605 Gt7 823 B41 654 657 =:) 6591

Holes:
1. Peak and energy vales ma measwed ot generation.
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Table 1.2: Rutherford EMC Projected Summer Peak Load, Resources and Annual Energy (2011 Load Férecast) PAGE 1 0F 2
Rutherford EMC

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
L.oad Requirements: . _
|PEAK (MW} (1) 301 312 324 336 348 362 375 390 405 - 421 437 454 471 489 508
Purchased Resources: (2) .
NCEMC WPSA B4 57 57 47 47 47 47 47 47 47 a7 47 47 47 47
SEPA 24 24 29 . 24 24 24 24 24 24 24, 24 24 24 24 24
Duke Energy Purchases {3) 193 231 243 265 277 291 " 304 319 334 350 366 383 400 418 437
TOTAL RESOQURCES (Mw) o 312 324 336 348 362 375 390 405 421 437 454 471 489 508
RESERVE CAPACITY [MW) (2) 0 0 0 0 0 0 0 0 0 0. 0 0 0 0 0
[ANNUAL ENERGY (GWh) (4) 1,328 1,341, 1,368 1,382 1,396 1410 1,424 1,438 1.453 1,467 1,497 1,513 1,528

-

. Peak is Rutherford's peak measured at generalion.
. All purchases are 100% firm with reserves provided by the supplying entity.

. The initial lerm of lhe purchase with Duke Energy is thru December 31, 2021 with an automali
All current and fulure resources pravided by Duke Energy are flirm; (he Duke Energy purchas

1,355

. 3

Resources provided by Duke Energy will come from resources in the Duke conlrol area or through imports made with firm transmission.

Duke Energy has operalional contiol of Rutherford's demand-side
. Energy values are measured al generation.

¢ exiension mechanism that allows the agreemenl io exlend for additional 10
@ is & nelwork resource recognized by Duke Transmission.

programs, therefore the MWs associated with these programs are considered a Duke Energy resource.

1.482

year periods.



Table 1.3: Rutherford EMC Projected Winter Peak Load, Resources and Annual Energy (2011 Load Forecast)

- APPENDIX 8
: PAGE 2 OF 2
Rutherford EMC - )
2012 . 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Load Requirements: ,
{PEAK {MW} {1} 382 396 411 426 442 458 475 493 511 5§30 550 570 - 591 613 636 -
Purchased Resources: (2) .
NCEMC WPSA 84 57 a7 47 47 47 47 47 47 47 47 47 47 47 47
SEPA . 24 24 24 24 21 24 24 24 24 24 24 24 249 24 24
Duke Energy Purchases (3) 274 315 330 355 Y| 387 404 422 440 459 479 499 520 542 565
TOTAL RESQURCES {MwW) as2 - 396 411 126 442 458 475 493 511 530 550 570 591 . 613 636
RESERVE CAPACITY (MW} (2) 0 0 0 0 0 0 0 L0 0 0 0 1] 0 0 0
JANNUAL ENERGY (GWh) (4) 1,328 . 1,341 1,355 1,368 1,382 i,396 1,410 1,424 1,438 1,453 1,467 1,482 1,497 1,513 1,528

ey

. Peak is Rutherford's peak measured al generation.

. All purchases are 100% firm wilh reserves provided by the supplying enlity. } .

. The inilial term of Ihe purchase with Duke Energy is thru December 31, 2021 with an aulemalic extension meachanism thal allows the agieemenl to extend for addilional 10 year petiods.
All current and fulure resources provided by Duke Energy are firm; the Duke Energy purchase is a network resource recognized by Duke Transmissioni.
Resources provided by Duke Energy will come Irom resources in Ihe Duke control area or through imporis made with firm transmission. ’

Duke Energy has operalional control of Rutherford's demand-side programs, therefore the MWs associated wilh these programs are considered a Duke Energy resource.
4. Energy values are measured at generalion.

[Zo 8 ]
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Table 1.2: ‘Energylniled Tola) Projected Suinmer Load and Canachy (20 0 Lodd Forecas),. = == |
EnergyUnited . .
I LOCATION UEL, SOURC CAPACITY DESIGNATION 1] 12 2611 014 pLILS o4y 2017 2018 201k 2020 eav 20z 2023  zoa4 2025 go%s
LEid RlgHlpaigdte: - . . . o ) ‘
FEAY. BETORE ANTICIFATED ENERGY EFFICIENCY FROGRAMS (MW} (1] iy Z1H [T 793 L TN d%00 5950 A3 &oa1 sudT (B4 - mWI 8837
Less; ipact of andcioaled snarpy ¢fMicienty progra LES 24) (.0 1y a8 LB f L0 1.3 X @ (83 (LR 1) 1y 3
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Table {.3: EnergyUnited Total Projected Winter. Load and Capaclly (2090 Load Férecast)
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Table 1.2: Haywood EMC Piojocted Summer Paak Loads, Resources and Annual Energy (2010 Load Forecast)

Haywood EMC - Duke Controt Area

2012 2013 2014 2015 2016 2087 2018 2019 2020 2071 2022 202 2024 2025 2026
[PEAK (MW 1 1) 24 2 25 25 25 26 26 77 28 78 29 P X E - 31
[ ANNUAL ENERGY [GWiy (1] 30 152 124 135 139 141 144 147 150 153 135 158 161 164 168
Holes: M

1. Peak and energy valwes are measured ol generation.

2. Haywood EMC's load requirements in the Dhike Cortral Aven are being met by  reguirements egreement with Duke Power Company, LLC. tus Haywood's ioads snd resources are Iregraied o Duke Power's 2010 Integrated
Resource Plan. The initel lerm of fie ugreement with Duke Power is lanuary 1, 2009 fhru December 31, 2021, The contact has an autonetic exiension mechanism that aliowa the agreement o extend for additonal 10 year periods,
Al current and future resources provided by Duke Power are firm; the Duke Power purchas= I3  network resource recognized by Duke Transmission. Resourees prosdded by Duke Power will come from resoyrces
in the Duke conbol area or trough imports rmade with firm bansirission.  Duke Poser has operational contrdt of Haywood's devmand-side: programs, heretore the MWs assoclated with these programs are considerad
# Duke resouice.

Haywood EMC - Progress Energy (CPAL East) Control Area 3

, - 2012 2013 2014 2015 2016 2017 2018 208 2020 Fikal 2012 2023 2924 2025 20?5
Load Regulrements: -
PEAK (MW) (1) a2 3 M M 35 35 36 37 B 38 .38 40 41 42 42]
Purchased Resources: (2)

HCEMC WPSA 15 14 14 14 15 15 15 15 15 15 1 9 7o 5 5
SEPA H 2 2 2 z 2 H z 2 2 2 2 2 2 2
Progress Energy Purchasss {3) 15 17 8 18 18 18 19 0 21 21 26 29 32 35 35
TOTAL RESOURCES (Mw) a2 3 M M k5] 35 36 37 k] % 9 40 4t 42 42
RESERVE CAPACITY (MW (2) 0 o i b 1] 9 i} ¢ 1} 0 0 0 [} 0 a9
ANNUAL ENERSY (GWh) (1) 201 204 208 2i1 215 219 223 227 232 236 241 246 250 255 250
Hotes: .

1. Peak and energy walues wre messwed al geneyation, )

2. Al purchases are 100% firrn with resersy provided by e supplying entiy.

Haywood EMC - TOTAL SUMMER L.OAD

2012 2013 2014 2015 2016 017 2018 2019 2020 20 2022 2023 2024 2025 2026
IPEAK MW (1} 6 57 58 59 60 61 £3 64 65 67 £8 59 ta) 7z 13
‘A_MAM.LEN'ERGY {GWh) (1} A 36 342 37 5 360 366 314 381 289 396 404 -412 419 4271
ANNUAL ENERGY (GWh) (1) : . .
{locluding Impact of Energy Eficiency Programs) 324 27 331 326 342 9 356 363 ar3 383 393 402 Can 418 - 426

Hotes:
1. Peak and energy walues sre measwed m generalion.
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Table 1.3: Haywood EMC Projected Winter Peak Loads, Resources and Annual Energy (2010 Load Forecast)

Haywood EMC - Duke Controf Ares .

2012 2013 2014 2015 2016 2017 2018 2019 2020. 2021 2022 2023 024 2025 2028

(P2 fMw (1) EY) 2 ] 35 = % 36, I 8 2] 40 I a1 12 3]

ANNUAL ENERGY (GWh{1) 130 32 134 136 139 141 142 147 150 153 156 153 i61 164 158 )
Hotes: '
1. Feak and energy values are messured at generalian, ,

2. Haywood EMCs Ibad (emuirements in e Duke Contral Area are being et by a requireme s sgreement with Duke Power Company. LLC. trs Haywood's lods and resources are Iniegrated Inio Dike Power's 2010 Integrated
Resowce Plan, The inifal lerm of the sgreement with Duke Power s donuary 1, 2009 tru December 31, 2021, The canfract bas an sutormtic dsrsion frechanism that alows the sgreement to extend for sddibional 10 year perinds.
Al current andg futute resources provided by Duke Power are firm; e Cuuke Power purchase is s network resarce recognized by Duke Transmission. Resorces provided by Duke Power wil came from resowces
in the Duke conbol area ar through Imports made with firm vansmission. Duke Power haa operational conbol of Heywood's derr =de programs, therefore the Ma d with these programa aie considered
8 Duke resouice.

Haywood EMG - Piogress Energy [CPEL East) Control Area L
. 2012 2013 mi 2015 2018 2017 . mis 2013 raiF ] 2021 2022 2023 2024 2025 2026

L.oad Requirernents;

[PEAR (Mw) (1) - 55 56 57 58 59 60 62 63 64 65 14 68 63 2 72
Purchased Rexources: (2} .

NCEMC WPSA 15 14 14 14 15 15 15 15 15 15 1 k] 7 5 5
SEPA . 2 2 2 H 2 2 2 z 2 2 2 2 2 H 2
Peogress Energy Purchases (3) a8 10 41 42 42 4 45 46 47 48 5 57 60 [} 65
TOTAL RESOURCES (MW} 55 56 57 5 59 60 62 63 64 65 &7 68 3] 7 72
RESERVE CAPACHIY (MW) (2} - 0 0 0 0 0 a 0 0 [ 0 o 0 0 ] 0.
[aravuny EnERGY (GWH 1) 201 204 208 218 215 219 23 227 232 236 241 246 2 255 2

Holes: .
1. Peak and energy wakey are measured at generaon.

2. A purchases are 100% firm with reserves Provided by the supplying entity.
3. The inifial lerm of e purchase with Progress Energy is Januery 1, 2009 twy Decamber 31, 2021. Amhough this sgreernvnl does ol hae mn miDmakic exersion fechanism, It does contplate an exdtersion o

replacement ol the existing egremment. A current and fulre resources provided by Progress Energy are firme. the Progress Energy purchese is a network resowres recognized by CPAL Trarsmission. Resources provided by
Progress Energy will come from rescurees in the CPEL Erat conrol #res o through lirpors marde with firm Faramission

Maywood EMC - TOTAL WINTER LOAD

. 2012 2013 2014 2018 2018 2017 2018 2019 2020 2021 2022 7023 2024 2025 2026
[PEAK tMw) (1) 88 %0 9 93 o4 % 98 - 1o Wz [ T T 111 113 11%5)
[ARNUAL ENERGY (Gwhy 17 01 105 37 27 353 360 366 a74 301 389 3% 404 a2 418 427
ANNUAL ENERGY (GWhY (1) N
{rehuding pact of Energy Effictency Prograis) 24 327 VI 3. 342 M5 356 %3 an 383 am A a1 418 426

Hotes:
1. Peak and encrgy welues oie messured st genesaton.
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