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1 PROCEEDI NGS
2 COW SSI ONER BROMWN- BLAND: Al right. W'l
3 cone back on the record now | want to rem nd everybody
4 or notify everybody you'll see the court reporter has
5 changed, therefore, you especially need to be sure you
6 state who you are and which party you' re with. The
7 questioning is still with the Comm ssion staff, and I'1I|
8 call on M. Patrick Buffkin. You don’t have any?
9 MR, BUFFKI N:  No.
10 COMWM SSI ONER BROMN- BLAND:  He changed his m nd?
11 Ms. Jones?
12 M5. JONES: Nothing on refresh.
13 COMWM SSI ONER BROMN- BLAND:  Not hi ng on refresh?
14 So M. Dodge, I'lIl call on you with regard to your
15 request to clarify sonething.
16 MR, DODGE: Thank you, Conmm ssioner Brown-
17 Bland. W just wanted to clarify one point on the -- the
18 formula for refresh that was di scussed earlier that we'd
19 i ncluded in our May 16th comments. W -- that -- our
20 perspective on that refresh was it was limted to the
21 Step 2 evaluation process that that fornula would be
22 used, and once you finish the Step 2 eval uation process,
23 that would be the -- the refresh wouldn’t or the fornula
24  wouldn’t apply after that point to increases or overruns
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I n system upgrade costs.

COW SSI ONER BROWN- BLAND: And Comm ssi oner s,
do you have questions on the bid refresh issue?

Comm ssioner Codfelter, as long as you don’t go over the
questions you al ready asked.

COW SSI ONER CLODFELTER: | will not. So if we
-- if we were to change in Tranche 2 and go back to the
| dea that the devel oper pays the upgrade cost and so we’d
have a bid refresh, you may then reconmend and Duke nmay
sel ect wi nning bidders who are then going to be carrying
part of the system upgrade cost. That wll becone part
of the base case for the next round or the next tranche,
or we presune it wll be, and we -- we have to kind of
assune that’s going to be part of the base case for the
next tranche, right?

MR JUDD: Yes.

COW SSI ONER CLODFELTER:  Yeah. So -- so do we
need to then deal with the issue of whether we’ve got to
collect any sort of financial security fromthe w nning
bi dder --

MR JUDD: There --

COW SSI ONER CLODFELTER:  -- at sone point?
When, and when?

MR JUDD. Geat question. The structure that
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we used in Tranche 1 was there was proposal security
whi ch went up to when they executed a PPA

COW SSI ONER CLODFELTER:  Ri ght.

MR JUDD. There is then performance security
that is in place to confirmthat they -- they reach COD,
and that’'s part of the PPA

COW SSI ONER CLODFELTER:  And so do we need to
cha--- | guess the question |'mreally asking is do we
need to change that, what you did in Tranche 1, do we
need to change that if we're now going to also require
that the devel oper include in the bid through the refresh
process the upgrade cost?

MR JUDD: | -- | don't see a reason to.

COW SSI ONER CLODFELTER:  Ckay.

MR JUDD: In the RFPs where we’ve run them
where it’s all on the devel oper, we still have a
per f ormance security --

COW SSI ONER CLODFELTER:  Ckay.

MR, JUDD. ~-- that gets themto in service.

COW SSI ONER CLODFELTER:  Just had to ask.
Thank you.

MR, JUDD: Wile | have the m crophone, if |
mght, | commtted to have an answer to the question from

Comm ssioner Mtchell, and that was how many | at e- st age
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projects were included in the Step 2 analysis. There
were three in DEC and one in DEP, and they were all
ultimately successful bids.

COMW SSI ONER BROMWN- BLAND: Al right. M.
Ji rak?

MR, JIRAK: Yeah. Just a really quick
clarification. If -- if in Tranche 2 the Conmm ssion

chooses to go to a structure wherein the bidder bears the

upgrade cost, then you would -- they woul d nove through
the interconnection process -- | nean, that -- that
occurs for Tranche 1 as well, but in this scenario you

nove through the interconnection process, and when
paynent becones due in the ordinary course under the
current interconnection process, that’'s where paynent
woul d be due. And currently, that’s -- | think it’s a
signed Facility Study Agreenent or nmaybe Facility Study
Report received and then paynent is due.

COW SSI ONER CLODFELTER: I n other words, the
answer is you don’t see the need to change that process
iIf we -- if we change the Tranche 2?

MR JIRAK: Correct. | think -- | think --

COW SSI ONER CLODFELTER:  That's fi ne.

MR JIRAK: -- it’s handl ed through the

I nt erconnecti on procedures.
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COMWM SSI ONER BROMN- BLAND:  All right. D d
anyone hear anything during the bid refresh section that
you wanted to nake a comment -- a brief comment now?

(No response.)

COMM SSI ONER BROMN- BLAND:  Al'l right. Good.
We're making progress. W'’'re noving on to the second
I ssue, which was the need for nore detail ed | ocational
gui dance and when that gui dance shoul d be published to
mar ket participants. And I'll start with Conm ssion
Staff, Ms. Jones.

MR JubD. If I -- if I could, we’ ve arranged
for a panel of the -- fromthe Duke T&D eval uati on team

and our transm ssion expert to be available to you as --

as a group to -- inthe interest of efficiency. So with
your |l eave, M. Layfield will -- we can either nove them
over here or he'll nove over there. Thank you.

MR, JIRAK:  Comm ssioners and Comm ssion Staff,
we al so have a short presentation on that question. W
can give it now or we'll take questions first, whichever
-- whatever your preference is.

COW SSI ONER BROMWN- BLAND:  Let’'s -- let’s go
Wi th the presentation, and then we' |l cone back to M.
Jones.

MR JIRAK: W’ ve handed out hard copies, |
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think, to Comm ssioners, and | think it’ll be up on the
screen here. For purpose of introduction, just very
briefly, 1'll let the -- the Duke personnel introduce

t hensel ves and their role wth the Conpany.

MR. QUAI NTANCE: Good afternoon, Comm ssioners,
and visitors. M nane is Bill Quaintance, and | work in
transm ssion planning for Duke Energy.

MR, BYRD: And ny nane is Mark Byrd. |I'min
transm ssion planning for Duke -- Duke Energy Progress.

MR, BELL: And ny nane is Edgar Bell in
transm ssion planning for the Carolinas.

MR, QUAINTANCE: If you re okay, we’'ll nove
into the slides.

COW SSI ONER BROWN- BLAND:  Yes.

MR, QUAI NTANCE: Ckay. So we’'re going to start
wth a few coments on Tranche 1 and the grid |ocation
gui dance. And we concur with the I ndependent
Admi nistrator that we felt Tranche 1 went pretty well in
this regard. In Tranche 1 we provided a map of the
constrained areas, as well as listings of lines and
substations that are in those constrained areas. And, in
fact, those are on the screen right now.

And we’ve had -- you know, everyone knows we’ ve

had a huge anmount of solar interconnections in the state
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of North Carolina, which is rather unique in the country,

and a | ot has been connected to the point where certain

areas have becone constrained. And if -- if everything
I n the queue today -- you know, we still have a |ong
queue that we have not gotten to, have not studied -- if

everything in the queue went forward today, these
constrai ned areas woul d grow even nore so.

These are -- what we put out in Tranche 1 were
areas that we’'re confident are constrained. There is --
they’'re not really maybes. W’ve identified them They
-- there have been cost upgrades assigned to specific
projects. And those projects, though, may not actually
be under construction yet and they’'re not commtted to,
but they are firmy identified.

MR, BUFFKIN. Madam Chair? My | ask a
gquesti on?

COW SSI ONER BROWN- BLAND:  Yes.

MR. BUFFKIN. You said those areas grow. Do

they grow | arger or do they grow nore constrained, or

bot h?

MR, QUAINTANCE: It could be both. | was
intending it to nean |larger, nore -- nore counties, for
exanpl e, covered and constrained. But you're right. If

we fix one of these zones, it’s possible nore generation
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could require nore upgrades in the sane zone.

And to keep it quick, we can nove on. So these
are sone | essons |earned that we -- we drew from Tranche
1. So there were a nunber of bidders that submtted
projects that were clearly wthin those constrai ned areas
on that map. And, you know, there’s no judgnent there.
| don’t understand business cases for various bidders,
but | just thought we'd point that out.

There are what we call here a | ot of
specul ative projects in the queue. | -- | don’t know
that that is -- anyone would disagree with that. And one
I ndi cation of that is that when we offered sone of the
bi dders the opportunity to nove forward in the CPR
process, they dropped out, so it’s obvious that, you

know, many of the projects aren’'t necessarily ready to

go.
And if -- if we were to assune that the entire
queue goes forward today, we also feel like that’'s a
conpletely unrealistic scenario. It would require
significant upgrades throughout our systens and -- but,
again, we don't feel like that’'s a realistic scenario.
And then as far as Tranche 2 goes, so between
now and -- and the bid close date of Tranche 2, we have

no i dea how many additional projects will enter the
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gueue, submt interconnection requests.

We al so don’t know how many projects, which
projects will actually bid into Tranche 2. And it’s not
until all of those things are determ ned that we even
have a potential base case for the Tranche 2 analysis, so
it’s really inpossible to say today what that base case
| ooks |ike.

And, again, 1'll keep it brief, keep noving.

So our thoughts on Tranche 2 is to update the map. Yeah.
| think we’re on the last slide. Qur thoughts are to
update the map that you saw based on any information we
have | earned since that map was created, both through

I nt erconnection studies and Tranche 1.

And we’'re open to, you know, considering other

options, but, again, we feel like the -- the
uncertainties right now are huge in the queue and -- and
the bidding process, and so it’'s really -- if -- if we're

asked to say put MWval ues on how nuch generation can fit
in areas, we don't -- we don't feel like that is
sonething that can really even be determned at this
point, there are so many uncertainties.

And those are our initial coments.

COW SSI ONER BROWN- BLAND: Al right, now, M.

Jones.
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M5. JONES: If it’s okay, | want to circle back
to atopic that Larry, | guess, put on the table this
nor ni ng which had to do with redefining the base case.
And if | understood it correctly, it would be to take al
the projects that don’t have a Facility |Inpact Study done
and set those aside, and they wouldn’'t be in the base
that you study. And shorthand | took fromthat was that
the transm ssion capacity that was sort of being reserved
for those folks in the queue would, instead, be allocated
to CPRE bidders, if | get it right.

So -- go ahead, please.

MR JUDD: Wuldn't necessarily be assigned to
CPRE, but would be available in the study, yes, na'am

M5. JONES: Yes. Thank you. So I'mcurious if
we could just take a few m nutes and get reactions to
that concept from Public Staff, NCCEBA, and the Conpany.

MR QUAINTANCE: Can | clarify the topic a

little bit? W feel like the red zones -- I'msorry --
the constrai ned areas, as shown on the map, are -- are
rather firmas they are on that map today. |It’s possible

that it may not grow if we ignore a |lot of the queue, but
we feel |like those areas that you saw on that nmap are
still going to be there. Just a clarification.

MR DODGE: This is TimDodge with the Public
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Staff. | can provide a couple brief kind of insights
that address Ms. Jones’s question. So | -- | think the
-- when -- when M. Layfield was discussing the base case
this norning, there were sone -- sone statenents about
the -- the whole base -- | guess all the existing
projects in the queue being kind of put in that base
case, and -- and | think maybe there were -- there were
sone categories of projects that were actually maybe not
included. | -- 1 think there were -- maybe sone
duplicative projects were identified that m ght have been
taken out and sone ot her categories of projects that were
elimnated to try to reduce that -- that base case.

| think the idea of |ooking at the projects
t hat have gotten to a Facility Study Agreenent, obviously
those projects are -- are nore viable and have a nuch

hi gher Iikelihood of noving forward and have a hi gher

priority position in the queue and should -- | nean, |
think it nmakes sense to | ook at -- at that category of
projects. Beyond that, | think you do start raising

questions about, you know, providing discrimnatory
treatnment to projects for CPRE purposes if you do sone
ot her type of analysis that allows CPRE projects to nove
forward, or evaluate that baseline differently and

potentially assign cost to or make assunptions about
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projects in the queue that aren’'t part of CPRE

So I think there are sonme concerns that would
have to be worked out in the interconnection process
still.

M5. KEMERAIT: NCCEBA. This is Karen Kenerait.
NCCEBA agrees that there are sone issues that are going
to have to be worked out in the interconnection process,
but as far as the specific position of the |Independent
Adm ni strat or and Duke, NCCEBA does not have a position
about either of those. W don’'t have an objection either
way.

MR JIRAK: So, yeah, on behalf Duke, we -- we
whol eheartedly agree with the need that’'s been identified
by the lAto -- to figure out a way to nmake the system
basel i ne study nore realistic because we know that 24, 000
MWV projects are not going to get interconnected in the
system But how you do -- how -- how you slice and dice
that to get the right mx of projects, the real projects,
Is a very difficult question. The proposal put forward
by the 1A is a reasonabl e one, understand the intent
behind it, but we -- we share their concerns that there's
still -- you know, there are projects in the queue that
-- that have current LEGs that nmake themlikely viable

proj ects that nmaybe have not gotten the Facility Study
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Agreenent, and those projects, if you -- if you don’'t
assune those in your baseline, you run the potential for
-- for the wong -- getting the wong results.

So whol eheartedly agree with the I A on the
intent. Think that’s a good starting point to think
about, but also open to other ideas on how you get to a

realistic system baseline, which is a very difficult

question and one, you know, we need to -- we need to
solve for.

But any -- any solution that nmakes assunptions
about the baseline could -- those assunptions could turn

out to be wong, and if they're wong, then your results
could potentially be wong, and that’s -- that’s the
reality. We were fortunate enough in Tranche 1 to find
projects that we could be confident in their upgrade cost
bei ng accurate even with this unrealistic baseline
because of their location, but -- but that’'s not
necessarily guaranteed to be the case in Tranche 2, but
it may be, and we may find that we can still find
projects that we’'re confident in in terns of upgrade
cost. So that -- that -- that’'s sone of our perspective
on this topic.

M5. JONES: Moving on, then, if that’'s okay.

So noving on to a different topic, over in the
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| nt erconnection procedures docket, which is still

pendi ng, but there was conversation there about Duke has
started offering interconnection custoners mtigation
options. You know, if their initial request, say, for 80
MWV conmes back with a | ot of expensive upgrades, Duke is
doi ng a study and saying, well, if you cane at 60 or at
50 instead, a smaller project, your upgrade cost woul d be
much, nuch | ess.

So ny question to you all is, inthis tinme of
having a real constrained transm ssion grid, would it
make sense to build into kind of this bid refresh process
the possibility for a mtigation piece from Duke back to
the bidders to say if you put in a bid for 80 MN we
don’t have room at that point of interconnection, but if
you lower it to 50 MW we do have room and gi ve the
bi dders an opportunity to refresh. And | realize that’'s
a pretty big newidea to throw at you, but | would be
i nterested in your feedback.

MR JIRAK: |If you want to start with us, if
you'll give us mnute, we’'ll probably need to just go to
I nternal dialogue on that.

MR JUDD:. Wiile he’s taking his nonent, | just
want to rem nd you that in Tranche 1 we invited the --

the bidders to identify if they would reduce the size of
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their project and hold their price by a certain percent,
5 percent, | think it was, 3 percent, sonething, but as a
way of us reaching the goal w thout having to go over or
putting aside a bid, because it -- it didn't match up.
So the concept is very workable. | just wanted to rem nd
you that we had done it already for pricing -- or the
size of the projects for reaching the -- the target of
t he tranche.

MR. O HARA: This is Brian O Hara speaking for
NCCEBA. Based on conversations we’ve had around bid
refresh, | think that concept is not one that NCCEBA
woul d support. | think we're concerned about the ability
for some bidders to refresh while other bidders cannot,
and the ability for bidders to cone in wth an
artificially | ow nunber, knowi ng that they’'re going to
have a refresh option in the future. So we would prefer
to keep a level playing field. W think that would tilt
things a bit, and we woul d not support that.

MR JIRAK: One -- and these guys are going to

tell me if I"’mwong, but, | nean, if you think about it
In a very abstract sense, you know, there’'s a -- you add
a bunch of projects to a -- to a circuit or transm ssion

network, there’'s one project that in theory is the one

that trips the need for an upgrade cost, so there’'s a | ot
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of projects that don’t trip the need, a lot of projects
above that project that definitely need it.

So we think in theory, while we understand the
i ntent behind this, there’s only a relatively few nunber
of projects that would fit in that category where |ike
they’'re right on the line and -- and you can downsi ze
maybe and avoid an upgrade. So given the fact that
there’s a very small unlikely chance of that happening to
nore than one or two or three projects out of a big,
| ar ge procurenent, we don't think the conplexity of the
process warrants trying to -- to solve that problem

| also just observe as a general matter that
mtigation options are a limted procedure that’s only
applied to distribution projects. W haven't ever used
It on the transm ssion |evel to date.

M5. JONES: Thank you. | didn’t know that.

MR JIRAK: And there’s no plan to do so,
ei t her.

M5. JONES: Okay. Then |I'’mgoing to nove
along. Also over in the interconnection docket we were
re-rem nded of the pre-application process, and wanted to
explore whether in this Tranche 1 if the bidders
typically avail thenselves of the ability to request a

pre-application report to hone in on a good
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I nt erconnection spot, and naybe the sanme thing applies;
this is only a distribution option.

MR JIRAK: | think -- and, again, you all junp
in and tell nme where I’mgetting off base here, but |
t hi nk, you know, when you cone in wth a pre-app, you're
getting an assessnent based on your position as of the
date of your interconnection request, what's available in
the system But for purposes of CPRE G ouping Study, you
are -- you are forfeiting that queue position and -- and
noving to a later position in the -- in the queue and
getting studi ed based on avail able capacity at that spot
I n the interconnection queue process.

Soin--in -- in that spot the -- the
avai l abl e capacity at that spot in the queue is -- is
totally contingent on what’'s in the baseline, so we're
ki nd of back to square one and what do you assune about
the baseline is how you would -- if you could even do a
pre-app for the CPRE G ouping Position Study queue
position, you still don’t know what you would be able to
tell until you know what the baseline is.

M5. JONES: That’'s all good. And so then | --
| think I just have one nore, which is the | ocationa
gui dance that -- that you -- you flashed up, both the map

and the list of constrained facilities, today, as we sit
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here today, is that still useful or have you refreshed
It? How often would you have to refresh it for it to be
accurate? You -- you tal ked about the fact that it’s
changing. Wat’'s the -- | guess the speed of that
change?

MR, QUAINTANCE: | think for Tranche 2 we would
update it before the -- the bid w ndow opens. That --
that woul d be appropriate and as tinely as we could for
Tranche 2. | nean, we're always learning information as
we do our queue studies, and then each tranche we m ght
learn a little nore, but for Tranche 2 | would reconmend
updating it, you know, just before the bid w ndow opens.

M5. KEMERAIT: And can we have an opportunity
to speak to that as well?

MR. O HARA: We talked a little bit over |unch
about this, and | think the -- the timng of sharing that
| ocational guidance really matters a lot; the earlier,
the better. You know, there’'s a fair anount of
devel opnent tinme and site acquisition that goes into
getting a project ready. So from our perspective, |
think as soon as the information is avail able to Duke,
we'd like that information to be nade available to the
rest of the market participants.

And in terns of -- so | think that answers ki nd
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of the question on the timng. And then in terns of -- |

know we’'re talking a | ot about the -- the base case and
what are we assumng. | think whatever we end up
choosing is -- to be the right answer there, what woul d

be really hel pful fromthe market participant’s
standpoint is to see a list of the projects that are
assuned to be online that then informthat -- that
| ocati onal gui dance, because at that point bidders can
| ook at the queue, they can | ook at what -- what’s
constrai ned and naybe nmake sone educat ed guesses about,
you know, how constrained this edge is or whatnot.

So just having sort of the sane |evel of
i nformation that -- that Duke has in terns of what went
into that study | think would be hel pful to market
parti ci pants.

MR NORRIS: And just on that point and going
back to your prior question, | think, about the
nmet hodol ogy for determ ning what’s in the baseline,
thi nk what you stated is that, and what | think was
confirnmed is that it’s any project that has executed a
Facility Study Agreenent does, in fact, go in the
baseline, but it was a little unclear to ne based on --
on your response, so it would be helpful to just confirm

that. O if there’ s another standard or nethodol ogy
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bei ng used, then what is that, because | think what would

be concerning is if there’'s sone sort of discretionary

nmet hodol ogy being used that -- to determ ne the baseline
that we're -- we’'re all unaware of.
MR QUAINTANCE: 1'Ill add that in Tranche 1 we

assuned everything in the queue was in except for the
bi dders and except for the | ate-stage bids, and -- and
duplicate bids were not doubl ed up.

In Tranche 2 | believe the | A has suggested
that we | ook, you know, at changing that to a Facility
Study cutoff.

MR JIRAK: And let nme clarify one point.

W' re tal king about two different things. One is what’s
your system baseline for purposes of the CPRE G oupi ng
Study? That’s one issue. Second issue is what is
assunmed when you issue the grid |locational guidance?

So on the first issue, what -- what was assuned
in the system baseline for Tranche 1, it was just what
Bill just described, and then we're currently discussing
what shoul d be assuned for the system baseline for
Tranche 2.

For the grid locational guidance for Tranche 1,
what was assuned is what Bill explained in the slides,

which is just projects through study. So it’s a view of
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what are the current constraints on the systemas of the
project study today. It doesn’'t attenpt to assess how
the -- how the systemw || becone constrai ned over tine
as nore projects are added. It’s the current view So
make sure as we tal k about it we recognize there’s two
di fferent things.

MR, LEVITAS. My | ask a question, Madam
Chair?

COW SSI ONER BROWN- BLAND:  Yes.

MR LEVITAS.: A very, very quick one.

COW SSI ONER BROWN- BLAND:  You may.

MR, LEVITAS. |'mjust curious to ask Duke, is
the relatively recently approved M1 paynent causing the
-- the size of this baseline to be reduced as projects
cone into Facility Study and either have to put up
bi nding -- binding financial obligation or withdraw from
t he queue?

MR JIRAK: W don’t know that information off

the top of our head. | nean, there certainly are issues
we're dealing with right nowwth -- wth projects that

are -- have made it to |A or are close to I A and are now
attenpting to -- when | say tread water, they're | ooking

for creative ways in the procedures to hang out there.

So that’s an issue we're dealing wwth as we think about
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the system baseline, but I'’m not aware whet her any
projects -- how many projects, if any, have -- have
w t hdrawn fromthe queue due to the -- due to the
m | est one paynent.

MR. BUFFKIN: | have, | think, one question for
M. Jirak.

COW SSI ONER BROMWN- BLAND: M. Buf f ki n.

MR BUFFKIN. What | understood, your conments
on this issue was that essentially there’'s a ol dil ocks
principle here. You can get it just right or you can be
too specific and cause sone problens or -- or too genera
and -- and the guidance isn’t useful; is that fair?

MR, JIRAK: | think in general, yeah. |If we're
t hi nki ng about the systembaseline, | -- | think that’'s
right.

MR, BUFFKIN: |I'"msorry. | neant about the
| ocati onal gui dance.

MR JIRAK: Oh. Yeah. | think that’s right.

MR, BUFFKIN. And maybe for the other parties,
do you all see the sane problens with | ocati onal
gui dance, that it’s too specific? For exanple, sone of
the things we heard about was driving up land -- |and
| ease prices in -- in a specific area and essentially

creating too nuch denand at a specific point on the
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el ectric system
MR. O HARA: Yeah. | think we -- yes. | think
we think the I evel of detail that’s provided in the

| ocati onal gui dance now i s about that right Gol dil ocks

bal ance.

MR, BUFFKIN.  Thank you.

M5. KEMERAIT:. And -- and to follow up, if it
does becone, as -- as M. Buffkin nentioned, if the
| ocati onal gui dance becones too specific, that wll be a

real issue for solar devel opers because it could drive up
| and prices. So we want to have that -- a bal ance
bet ween enough | ocational gui dance, but not sonething
that’s too specific that directs all market participants
and sol ar devel opers to areas so that the -- the cost of
| eases wi I | be exorbitant.

MR DODGE: This is TimDodge with the Public
Staff. | just wanted to comrent on that briefly, too.
We indicated in our March 22nd conmments that we thought
nore granular information on |ocational constraints would
be beneficial, and it would hopefully provide better
project |ocations where we could avoid sone of these
system upgrades. So | think the Public Staff still views
nore granular location information, to the extent it can

be provided, as hel pful.
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| think also just to -- | think the -- the
| ocati onal gui dance that Duke provided was -- was
beneficial. There were -- there was one el enent that |

just wanted to note that Duke pointed out at least in
their | ocational guidance a couple of locations in their
system where there were nmgjor transm ssion upgrades
requi red that were known to take nultiple years, and
earlier today we were tal king about the timng of these
projects and being able to neet the COD deadlines for
Tranche 1 or Tranche 2.

And so to the extent that there are zones where
It’s a no go, that project just cannot be built, you
know, if there are plans for upgrades to be inplenented
or -- or constructed in that area where projects just
aren’t feasible to be considered for tranche -- you know,
future tranches, it seens to make sense to try to
I dentify those areas. So | just wanted to nake that
poi nt .

Secondly, and | -- again, this is probably a
conversation that will continue as we build towards
Tranche 2, to the extent the -- there are areas that Duke
can identify where there are right now few constraints --
| mean, right now they've identified these -- these area

where there’s thermal | oading or congestion and
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constraints, but if there are areas right now where the
-- the systemis nore open where they haven't seen as
much devel opnent, they coul d accommobdate additional sol ar
and may provide potentially other benefits, system
benefits. |If those areas, while it m ght increase
activity in those areas, | think to the extent the | and
cost increase, but |arger system upgrade costs are

avoi ded, that would still be a better outcone.

So | think we would be supportive of |ooking at
whether it’s called a green zone or sonething where you
coul d eval uate areas that maybe can accommbdat e
addi ti onal devel opnent.

COW SSI ONER BROWN- BLAND:  Thank you, M.
Dodge. Anyone else who is a party have comments on the
| ocati onal gui dance?

(No response.)

COW SSI ONER BROMN- BLAND:  All right. Let’'s
hear if the Comm ssion has questions. Conm ssioner
Clodfelter.

COMM SSI ONER CLODFELTER: | don’t know exactly
where we are after this discussion, but so | et ne just
start at a random place. You want to react to the green
zone idea? Can you do that? |Is it useful?

MR, QUAINTANCE: Well, that -- that gets to the
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topic of, you know, what’'s the base case --

COMW SSI ONER CLODFELTER:  Exactly.

MR, QUAINTANCE: -- in determning the green
zone, and its -- there’s so nmuch uncertainty. W -- in
the map you saw, you know, again, the red zones are known
constrained areas. W intentionally didn't color the
remai nder green because it’s nore of an unknown area.

COMW SSI ONER CLODFELTER:  Exactly.

MR, QUAINTANCE: And it would be very difficult
and -- and -- and not very accurate, | would say, to try
to conme up with real nunbers in any of those areas. |
nmean, really, it’s hard for ne to inmagine howto do it in

a reliable and a useful way.

COW SSI ONER CLODFELTER:  Well, let ne cone
back to -- if I may, let nme cone back, then, to this side
of the room |I'ma little lost with what | was hearing

over here, so let nme ask the question this way. Tell ne
fromthis side of the roomprecisely, very specifically,
what do you want Duke to do differently about the
gui dance they give you in Tranche 2 than what they gave
you in Tranche 1, recogni zing what we’ ve been hearing
about the difficulties that they face?

MR. O HARA: So we see there’s three -- three

I ssues: There's the level of detail, there's the timng
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of sharing the |locational guidance, and there s the what

I's the base case.

The first one, the level of detail, we think
we’'re in the zone of appropriate. That zone is -- has
room for novenent in the nore -- nore granular direction,

but we’re in the zone of appropriate.

The timng of sharing, we’'d |like that as early
as possible. As soon as Duke has access to it, that's
when we want to see it.

And the -- what’'s in the base case, | think the
change that we'd like to see there is give us a |ist of
the projects that were assuned to be online when you
devel oped that zone.

COMWM SSI ONER CLODFELTER:  The constrai ned zone.

MR O HARA: Correct.

COMW SSI ONER CLODFELTER:  What do you say about
those three things?

MR JIRAK: Al right. The first one, |evel of

detail, we’'re kind of beating around the bush w t hout
getting specific. W -- we -- there’s a map. It shows
you the -- the physical |ocations of constraint, and

there’s a |list of systemassets that are constrai ned.
When we hear this suggestion that we becone a little nore

granul ar, we don’t know what that neans. | nean, we
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think that -- that’s -- that’s the view right now W
don’t know how el se to be nore granular, so if there’'s

| deas about what that -- when you say you want naybe a
little nore granularity, we honestly don’t know how to do
that. So if there’'s ideas -- at least | don't.

COMM SSI ONER BROMN- BLAND: What if he’s saying
to be as granular as you're able to and be confortable
with it?

MR JIRAK: | think that’s what we -- that is
what the good constraint map is. It is the view of the
current constraints on the system geographically.

COMWM SSI ONER BROMWN- BLAND:  So | think he's -- |
Interpret that he’'s saying as your |level of confort with
nore granul ar increases --

MR, JI RAK:  Yeah.

COMWM SSI ONER BROMN- BLAND:  -- could you be nore
granular? He |likes the zone --

MR, JI RAK:  Yeah.

COMWM SSI ONER BROMN- BLAND:  -- but he would Ii ke
sone inprovenent. That’'s what | hear fromthis side of
t he room

MR, JIRAK: Yeah. Certainly, if there's -- if
there’s a way in which we identify to nake the map nore

granul ar, we would do that, but at this point we’ re not
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aware of, without any specific recomendations, a way to
do that, so -- but we'll -- we’ll keep it on our radar,

and if there’s a way to do that, we wll do so.

Timng, | think it’s just we're willing to do
it. | think it’s just a matter of tinme to run the study
and put it out there. | don't think there's any reason

why we couldn’t do it sooner rather than |ater.

You all can speak to that.

MR. BYRD: | nean, the -- the coment was made
earlier that we don't really --

COW SSI ONER BROWN- BLAND: St ate your nane
again for the --

MR BYRD: |'msorry. M nanme is Mark Byrd,
Transm ssion Pl anning, for Duke Energy Progress. And one
of the issues with what projects are in there is we don’t
-- it would have to be after we know who bids, because
the CPRE bids will be -- not be in the base case.

MR JIRAK: | think it’s about they wanted --
they’'re asking for the -- what projects are assuned in
| ocati onal gui dance, not in the base case.

MR, BYRD: Well, that’'s not what | heard, but
anyway - -

MR O HARA: Well, Jack represented ny question

right.
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MR, BYRD: (kay.

MR JIRAK: So you -- you all want to speak to
providing a list of the projects assuned in this -- in
the -- in the locational guidance. | -- | think we’ ve
al ready described the criteria that needs to be net. You
have to either be interconnected or through the study
process and then you' re included. Can we provide a |list?

MR, QUAINTANCE: | nean, we can -- let us take
t hat back and -- and consider what we can -- sone

verbi age we could put in there about the assunptions that

go into that zone. | think -- let’s see what we can add.
MR JIRAK: Yeah. | think we could explain

that. | think once we -- once you understand the

criteria, we'll put it in witing for you. You can

obvi ously |l ook at the queue report and see as of right
around the date that it's -- the grid | ocational guidance
I's issued, you would know t hen which projects net that
criteria and which did not. So | think that woul d
probably be the easiest way to do it.

M5. KEMERAIT: And in response to the -- the
question about providing -- this is Karen Kenerait for
NCCEBA -- about how to provide a | evel of nore
granularity, we support what the Public Staff has said,

that if it’s possible, we’'d like to see green and yell ow
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zones because that woul d provide sone additional
i nformation, if that can be done.

COMW SSI ONER BROMWN- BLAND:  And we just -- we
just have to hope we don’t have a colorblind issue.

MR, QUAINTANCE: At this point I'm-- 1’"m not
sure how to get that granular -- that’s, | guess, nore of
a negawatt availability is naybe what you're asking. And
| -- I -- I"'mreally not sure howto cone up with a base
case to do that cal cul ati on.

COW SSI ONER BROMWN- BLAND: So to Duke, just as
a followup on the timng portion, in Tranche 1,
recogni zing Tranche 1 was a beta and -- and we’'re here to
try to see if we can inprove on it, were there issues
wth regard to the timng in providing the | ocational
gui dance, or why wasn't it provided sooner?

MR JIRAK: | -- | don't recall the exact date
that we provided it. | -- | thought we provided it
fairly early in the process and | think well prior to the
60- day kickoff for the comment period, so it -- it felt
to us like it was provided relatively early in the
process. Certainly understand devel opers want it
earlier, and we’'ll try to accommobdate that as quickly as
possi bl e here for Tranche 2.

COW SSI ONER BROAN- BLAND: M. Dodge?
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1 MR, DODGE: Comm ssioner Brown-Bland, | just
2 have one foll owup, too, and this goes back to a question
3 that Ms. Jones raised earlier about the current NC P
4 proceeding. And | just kind of reiterate sone of the
5 points that were nmade there, that those -- those projects
6 that are still continuing to enter into the
7 I nt erconnection queue that are not CPRE are inpacting the
8 basel i ne for CPRE purposes, so it’'s not just a matter of
9 providing better information here; it’s also a matter of
10 providing better information for the NCI P process. So
11 tools like the pre-application report or other
12 information |ike that hopefully will help projects that
13 are looking to interconnect outside of CPRE to choose
14 better sites or avoid sites or maybe decide not to build
15 if it’s likely that they' re going to be constrained in
16 those | ocations.
17 COW SSI ONER BROMN- BLAND:  All right.
18  Comm ssioner Mtchell?
19 COW SSI ONER M TCHELL: For NCCEBA, the -- ny
20 general inpression, which is sort of confirnmed, | guess,
21 by the information the I A provided this norning in his --
22 in -- in -- in the report -- I'"mspecifically | ooking at
23 page 14 or slide nunber 14 of their presentation --
24 suggests that the grid | ocational guidance provided in
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Tranche 1 didn't really -- didn't really -- didn't really

elimnate or -- or mnimze the nunber of bids received
in what -- what we’'re calling the red zones. Wy?

| nmean, it looks like to ne that -- | nean, the
-- a nunber of bids were submtted, nore -- | nean, 26

for DEC, eight for DEP in the red zone. Wy woul d

soneone bid in a project in a -- in a constrai ned area?
MR NORRIS: | say this not froman inforned

perspective as a market participant who -- who took that

measure, but | -- | could imgine that sone narket

participants that aren’t necessarily fully informed about
the extent of the network upgrades required in particular
areas m ght assune that there could be interdependent
facilities that woul d share an upgrade under which via
the pro rata application of that network upgrade to each
facility would be able to conpete under the program And
so | assune that that is -- that is what they' re hoping
w Il occur, but it may not be based on an inforned

per specti ve.

COMWM SSI ONER M TCHELL: GCkay. So if -- if the
-- let’s -- let’s just assune -- let’s assune or agree
that the goal is to -- to drive or encourage projects to

| ocate away fromthese constrai ned areas, thereby

presumabl y avoi ding costly updates, how do you -- how do
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you -- how do you encourage projects to do that? Aside
-- | nmean, |’ve heard the green zone and the yell ow zone
| ssue, but can you be a little bit nore specific, because
It’'s not there?

MR. O HARA: Yeah. This is Brian O Hara agai n.
| -- 1 think this goes back to maybe anot her idea of what
are sone other ways to get additional granularity. And
so | hear the challenge is -- | heard what M. Quai ntance
said, is the challenge is if | nake these -- whatever
assunptions | nmake, there’'s a |level of uncertainty about
how accurate that’s going to be by the tine we get around
to -- to actually building.

But if you accept for a nonent that there's
going to be sone inaccuracies, but you nake a set of
assunptions, we could, | assune, produce a map of the
Duke network, where instead of having a binary red or not
red by line, you could have sort of what Conm ssioner
Brown- Bl and nentioned as sort of a -- or maybe it was M.
Jirak nmentioned -- available MVWon this |ine section and
this Iine section. You have maybe a col or-coded nap that
shows this section of line has significant available, it
gets less here, it gets less here, it’s constrained here.

So | think the challenge is obviously the

accuracy and how dependabl e that information is, but

North Carolina Utilities Commission

OFFICIAL COPY

Jun 10 2019



E-2, Sub 1159 and E-7, Sub 1156 Technical Conference Page: 41

1

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

there are opportunities for getting a | ot nore

I nformation out there and then caveating it, saying here
are the assunptions that went into devel opi ng that

I nf ormati on.

But that |evel of information, | think, would
hel p informour participants in a way that doesn’t drive
everyone to, you know, a very snmall green zone, then
drives up land prices, but gives a very accurate picture
of the network map.

COM SSI ONER M TCHELL: One -- one | ast
question. 1'll let you -- if you have sonething to add.

MR NORRIS: No. | was just going to say, |
mean, to the extent that there was any way market
participants could be aware of cases where there are
I nt erdependent facilities interdependent on a -- on a
speci fic upgrade, that could be val uabl e because it’'s not
necessarily the case that we want zero network upgrades;
It’s just that we want a | ow anobunt of network upgrades
applied to any particular project such that they're still
bel ow avoided cost. And if you identified, say, it’s a 5
or $10 mllion network upgrade, but three facilities are
shared on it, that may actually be a good deal for
ratepayers. So | don't know if there’'s a way to do that

ina--inasinplified manner, but that’'s just one idea
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to -- to put into the m x.
COW SSI ONER M TCHELL: Yes. And Duke, can you

-- can you all respond to NCCEBA, please?

MR JIRAK: |I'mnot sure | quite follow exactly
what the request is, and we’'ll give you a second to
restate that. But, | nean, the green zone concept,

agai n, you know, we can’t say it enough, what value is it
if it -- if you have to make assunptions and those
assunptions could just as well be wong as they are
right? Wat value is it to -- to take the transm ssion
pl anners who are doing studies for real projects in the
queue, have them go spend a bunch of tine doing studies
t hat have only very questionabl e val ue because you have
to make assunptions about 25,000 MAVin the queue that we
-- of which we know probably | ess than 50 percent --
probably far | ess than 50 percent will ever be
I nterconnected? It’s just the -- the conbination of the
| ack of value of the estimate, with the cost and tine it
woul d take to do it we just think argues against it. So
that’'s -- that's our position.

M5. KEMERAIT: And | think a response to that
would be is that it’'s very difficult, then, for market
participants to provide proposals in areas that wll have

no or little upgrade cost when there is so nmuch
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uncertainty about what that is going to be based upon,

you know, information that we -- we’ve been provided. So
it'’s a-- it’'s very difficult for market participants.
MR QUAINTANCE: May | add -- I'msorry. It’s

nore of an anecdote, but after that map came out or nmaybe

even before when nmaybe the runor got around about sone of

those red zones, | can say that recent requests, at |east
in the DEP area, have been in that non-red area. It has
really grown in the northeastern part of DEP. | can

assune maybe that fol ks were taking this nmap to heart.
There are a |l ot of requests in the queue up there. Not
many bid. And, of course, DEP was only | ooking for 80
MN But | think there’s a |lot of opportunity in that
zone W thout being able to quantify it.

MR, JUDD: |If | mght contribute. The question
was asked when these -- the maps were provided. They
were rel eased on the website, ny office just inforned ne,
on May 10th of 2018. Bidding was in Cctober.

| can al so say, going to the question about
direction, for what it’s worth, in other jurisdictions
| i ghtyears away, one of the ways we have dealt with this
question was to identify specific POs, such as
substations, and say it’'s on you to include in your bid

the price of getting to that PO, and that was it.
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Different situation than here. 1’msuggesting this is an
| ssue we deal with nost everywhere in the country. Sone
fol ks have tried a sinplistic approach of sinply saying
here’s a list of substations; all the cost is on you of
getting fromyour project to that point as opposed to
here, where the point of interconnection is nondeterm ned
unti|l the bidder presents a bid.

COW SSI ONER BROMN- BLAND:  All right.
Conmm ssi oner Mtchell?

COMM SSI ONER M TCHELL: Just | want to foll ow
up with Duke. M. Dodge recommended sone -- sone
adj ustnents that could be nmade to the grid | ocationa
gui dance to provide sone additional granularity. | just
want to make sure |'’m-- | understand your -- your
response or your position on what the Public Staff is
reconmendi ng here, because ultimately the Conm ssion is
I nterested, or at |east one Conm ssioner is interested
I n, you know, providing the -- the nost guidance, the
best guidance that’'s -- that’'s possible. So please --

pl ease provide a response.

MR, QUAINTANCE: | nean, | thought Jack kind of
said it pretty well, but, you know, if we nake an
assunption, that -- that would be one of, you know, a

t housand possible future states, and we could conme up
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with nunbers, and | feel |ike they would be, you know,
unreliable nunbers if we went that route.

MR JIRAK: | -- 1 nean, | feel like I'm
becom ng a broken record a bit, but when we hear nore
granularity, we -- we just are not clear what that would
nmean. We -- we’ve tal ked about showi ng you what’s
constrained. W’ve tal ked about why we don't think it a
makes sense to do all the work required to show you a
theoretical view of some future state where maybe t hese
circuits “wll be green.” So between those two -- those
two extrenes we don't think the green zone now nakes
sense. W -- we’'re doing the red zone view. W’re not
sure what the -- we -- we have not yet identified a way
to make it nore granul ar.

We think the information we provided is
reasonable. It seened to guide sone -- sonme bidders in
| ooki ng at projects. W recognize it’'s not perfect, but
it’s -- it’s a function of the size of the queue and the
uncertainty that we have to face -- deal with all the
time about a problemthat we don’t have control over.

MR NORRIS: Can | offer two specific ideas,
and then we'll just leave it at that? So -- so one would
be there nust be a degree to which you can provide

gui dance on the extent of a network upgrade that woul d be
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requi red. And, you know, the exanple is a project or --
| think it was one project -- there nay have been
multiple -- that was selected in the first tranche with a

very large bid pool that contained a $5 mllion network

upgrade. And so presunmably there -- there are projects
that wll have network upgrades that will, in fact, be
conpetitive and wll be bel ow avoi ded cost, and perhaps

there is some way in which you can integrate the degree
of congestion or sone notion of, you know, an estimte of
how | arge the upgrade would be. That would be the first
one.

The second one woul d be back to what |
nmentioned previously, is to the extent that there are
| nt erdependent projects on a single upgrade, that could
be valuable information fromour participants because it
Is nore likely that those projects could conpete if they
end up sharing the cost of such network upgrade.

Just putting two ideas there.

COW SSI ONER BROMWN- BLAND: M. Jirak, your
response doesn’t change. |It’'s still difficult and
specul ative in your m nd?

MR, JIRAK: Yeah. | think that -- that
continues to be our concern. And to the first question,

| nmean, in order for us -- and you all tell nme if I'm
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wong -- in order to know what those future -- the size
of the upgrades, give you a sense of the scale of the
upgrades, we’'re back to the sane problemof, well, you
only can assess that through a System I npact Study, and a
System | npact Study has to assune a baseline, and so
we’'re back to the sanme question, what do you assune in
t hat system baseline? And do you want the transm ssion
pl anners going off and doing a bunch of hypotheti cal
studies with baselines that are uncertain, to cone up
with a potential systemupgrade if every assunption in
our base case plays out the way we’'ve assuned it? It’s
questionable -- it’s a lot of cost for questionable
val ue.

COW SSI ONER BROWN- BLAND: Al right. | think
t he Comm ssi on understands this issue.

MR JUDD. Pardon ne. |If | could just correct
a msstatenent. There was no project that has --

COW SSI ONER BROMN- BLAND:  That was 5 m | lion.

MR JUDD: -- $5 million. That was cunul ative
of all of the projects that were noved to the PPA stage.
Thank you.

COMWM SSI ONER BROMWN- BLAND:  So we’ Il nove on to
the third issue. W’re making good tine here. And

that’s the reasonabl eness of the energy storage protocol
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that is a part of the CPRE pro forma PPA. |s that you,
M. Buffkin?

MR JIRAK: Conmm ssioners, if you -- if you
don’'t mnd, we have a different set of personnel com ng
up to present on that topic and --

COMWM SSI ONER BROWN- BLAND:  That's good. W'l
give you -- we'll give you a second.

MR JI RAK: Thank you.

COMWM SSI ONER BROMWN- BLAND: M. Layfield, you
coul d have stayed put.

MR, JIRAK: Again, |looking to the Conm ssion
and the Comm ssion Staff's guidance, if you prefer us to
gi ve the presentation.

COW SSI ONER BROWN- BLAND:  You have a
presentation?

MR JIRAK:  Yes, nmm'am

COW SSI ONER BROWN- BLAND: Ckay. W'l --
we' || keep the sanme process.

MR JI RAK: Ckay.

COMM SSI ONER BROMN- BLAND:  You go with the
presentati on.

MR JIRAK: Al right. 1"Il -- 1"1l turn over
to Duke col | eagues here who wll introduce thensel ves and

their role with the Conpany.
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MR, ROBERTS: kay. Good afternoon,

Comm ssioners. For the record, ny nane is Sanmy Roberts,
and |'mthe Director of System Operations, Engineering.

| have about 20 plus years of system operations
experience and another 10 years of utility experience.

MR, JOHNSON: Good afternoon. |’ m David
Johnson, and | am Manager Director of a group that is
responsi bl e for negotiating and executing third-party
PPAs, managi ng those contracts through the l[ife of the --
of the PPA, and al so responsible for the REPS and CPRE
conpl i ance.

MR, ROBERTS: Al right. Thank you. | believe
all of you have copies of the presentation, so we’'ll go
ahead and get started. These are just the topics that |
want to cover, and I’'Il try to cover themas briefly as |
can to leave tinme for questions.

But why -- why do we need storage protocols and
| ooki ng at the Tranche 1 storage protocols which utilize
the Sub 148 pricing nechani snms versus the Sub 158
proposed storage protocols and al so Tranche 2 storage
consi derations? So next slide.

So I'll call your attention first to the graph,
and this is just a wnter |oad shape, and we see this --

this type |oad shape in DEC as well as DEP. This just
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happens to be a DEP curve. And so if you look at the top
of the curve, that represents our gross load for wnter.
And then if you | ook at the yellow portion, that’s --
that’s solar output. And then if you ook at the -- the
bl ue portion, that’'s regul ating generation. And then the
green is -- is base | oad nucl ear generati on.

Before | get into the -- nore description of
the graphic, I will say for Duke Energy in the Carolinas
that storage is a relatively new technol ogy for us, and
so it’s -- it’s one that we’re having to utilize sone --
the little experience we have is associated with things
| i ke the Mount Holly mcrogrid. W are | ooking at
installing sonme snmall batteries at Hot Springs and Rock
HIll, and so that will give us sone nore operating
experi ence.

We al so read about what other entities that
have storage are doing, so we're still trying to |learn
and gain knowl edge about integrating storage onto our
system from an operating perspective.

But once again, going back to the need for
storage protocols, if you have battery storage and you
have uncontrol |l ed charging and di schargi ng on the system
you could -- you could theoretically get it at the worst

time, such as during high -- high net demand ranps,
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during excess energy w ndows, when you have system peak
ener gy needs and when you have | arge generator
contingency recoveries, et cetera. And I'll explain --
explain that briefly.

You can get it at just the right tinmes. |If you

have it to cover the peak, then that’s a good thing,

right? If it can -- if it can help you with charging
during excess energy periods, that’s -- that’'s a good
thing as well. But |ooking at this curve, what |

primarily need froma system operations perspective is
resources across that peak in the early hours, hour
ending 7:00, the hour ending 9:00, let’s say, and then
across the -- going into the evening peak. Going into
the evening peak, ny solar is ranping out, so | have a
hi gh net denmand ranp, positive net demand ranp, and so
l’m-- I’"mgoing to need sone energy as that sol ar ranps
out and going into the eveni ng peak hours.

Wth respect to excess energy, once again, in
that valley when solar is at its max output, that’'s
probably when | don’'t want to receive discharging from --
froma storage so, thus, the reason for protocols. It
hel ps us with reliable operations. It helps us with
giving the custoners value where it’s needed. And also

It helps us with conplying with NERC reliability

North Carolina Utilities Commission

OFFICIAL COPY

Jun 10 2019



E-2, Sub 1159 and E-7, Sub 1156 Technical Conference Page: 52

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

standards. So next slide.

So this is a typical sunmmer |oad shape. And
once again, basically about the sane | oad shape that’'s
seen in DEC that’s seen in DEP. This just happens to be
a DEP | oad shape.

What | -- what | want to depict here is once
agai n, you have operational needs, and those operati onal
needs are when the solar is ranping out in the evening
hours and you're -- you're going up to your net denmand
peak. Wat do | nmean by net demand peak? Once again,
the gross load is the curve at the top of the shape,

i ncluding the solar, and then if | take the solar anount,
just looking at the top of the blue region, that’s net of
solar, that’'s that gross |load net of solar. That’'s what
| mean by net demand | oad.

And so when I'm-- when I’mgoing into that net
demand regi on where ny solar is ranping out and |’ m goi ng
to the net demand peak in the evening, notice it’s not
the actual peak that occurs around 1600. That’'s when |'m
goi ng to need discharging froma storage device.

So what about Sub 148 versus Sub 158 pricing
w ndows? Well, Tranche 1 was aligned with Sub 148
pricing wi ndows, and you can see it’'s fairly wde, it's a

fairly broad anount of hours. And so really the system
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needs are nore so toward those eveni ng hours when the
solar is ranping out, and so it goes from-- | believe
It’s an ei ght-hour windowin Sub 148 to the proposed
four-hour window in Sub 158 which is, once again, based
on system needs. So next slide.

So this is back to our winter |oad shape, and
here, conparing Sub 148 versus Sub 158 pricing periods,
you can see that the winter period for Sub 148, you could
be di scharging very close to that nmaxi num sol ar out put.
And so that -- is that -- | nmean, we -- we could manage
It, but it’s -- it’s just adding to our excess energy
| ssues that we have to nmanage. W would prefer that it
di scharge over that peak, those peak hours. And so Sub
158 establishes a prem um peak wi ndow, hour ending 7:00
to hour ending 9:00, because we are w nter peaking and
we're norning winter peaking. And so -- and then Sub 158
al so proposes an eveni ng peak w ndow for four hours as
wel | .

Al so, once again, after | start wth a heavy
net demand ranp after that hour ending 9:00, if | get
di scharging fromstorage or in that valley area, that’'s
really not going to help ne wwth respect to conplying
w th NERC standards and al so managing ny -- w th managi ng

nmy excess energy. So next slide.

North Carolina Utilities Commission

OFFICIAL COPY

Jun 10 2019



E-2, Sub 1159 and E-7, Sub 1156 Technical Conference Page: 54

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

So basically with Sub 158 we streanlined the
standard, all of our storage protocol, and the protocol
Is really | ooking at being around -- based around the
size of the facility. For a standard offer with Sub 158
it’s less than or equal to 1 MW and so you're not really
projecting a lot of volune of battery capacity with --
under Sub 158. So considering that, with respect to
Tranche 2 where you could have a substantial anount of
battery capacity, that’'s one of the considerations that
we’'ll need to nake with [ ooking at the Tranche 2
protocol s.

Al so, as shown on the prior slides, you know,
you noticed, and as | pointed out, the peak pricing
periods are smaller in Sub 148, and | gave you the
reasons for those. And so that nmakes it nore predictable
as to when you' re going to get charging versus
di schargi ng associated with the battery, so discharging
over the peak hours and charging during -- during the
nonpeak hours.

So this -- this provides the -- or neets the
Commi ssion Order with respect to nore granul ar pricing
periods in Sub 158, plus, as | told you with the
graphics, it basically enhances the reliability that we

mai ntain on the systemfor our custoners, as well as adds

North Carolina Utilities Commission

OFFICIAL COPY

Jun 10 2019



E-2, Sub 1159 and E-7, Sub 1156 Technical Conference Page: 55

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

to custonmer value with respect to providing a resource
over those peak hours.

Also in that construct we |ook at |evelized
facility output, and basically what that neans is over
that three-hour period your solar plus your battery need
to produce a | evelized output over that w ndow, and we’ ||
-- we’'ll propose allowing a ten-m nute ranp associ at ed
with that as well which really bal ances the interest of
both the developers as well as the custoners. It’'s fewer
constraints with respect to the developer, and it al so
al l ows the devel oper to use sone control |ogic and
basically levelized that output, maxim ze the use of
batteries and solar for that peak pricing period, and it
provi des a predictable output for operations with respect
to the peak wi ndow. Next slide.

kay. Considerations for Tranche 2 storage
protocol. Once again, if we |look at the Sub 158 and we
adopted sonething like that for Tranche 2, that woul d,
once again, allow for nore predictabl e storage usage.

And we al so, you know, thought about having utility
control of the storage, however, there are sone -- there
are some issues there, sone reasons that it’s not
practical at this time, is that we could be controlling

the battery in a manner that provides wear and tear. As
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t he devel oper’s asset, we -- we provide control in a
manner that provides wear and tear and limts the |ife of
the battery.

Also, if the battery is connected behind the
I nverter, which in order to ensure that the sol ar
facility is charging the battery, that would need to be
the case with respect to House Bill 589. W don't have a
good industry ANSI quality revenue neter with respect to
netering the battery output. And also if they were --
even if they were avail able, connecting it to the
custoner’s -- within the custonmer’s boundary would
I ntroduce sone conplexities wth respect to installation,
owner shi p, and mai nt enance, and potential inpact to your
facility while we’re perform ng that nmaintenance.

And | astly, we have had sone di scussi ons about
aggregated battery control systens, but we haven’'t
devel oped that yet. And so we -- the specs for controls
wth respect to Carolina system operations do not exist
yet. And those control -- that aggregated battery
control would -- would be sonething that would originate
froman energy managenent system and if it’s
di stribution connected, go through our distribution
managenent systemto the controller. |If it’s

transm ssion connected, it would go directly fromthe
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ener gy managenent systemto the -- the transm ssion
facility. Next slide.

So if we do use the -- or consider to use the
Sub 158 peak pricing periods in the Tranche 2 storage
protocol, then, you know, that would help with respect to
the predictability, as well as the benefit to -- that we
see to custoners, as well as systemreliability. And,
al so, you know, we -- we could | ook at considering
options with respect to batteries -- controlling
batteries at a |l ater date.

So just offering in summary why protocol s?
Protocol s ensure benefit to the custoner. Protocols
ensure benefit to reliable operations. And once again,
Duke is continuing to | earn about storage, and also we’l|
continue to work with or work through the CPRE franework
to develop effective protocols to integrate storage.

And that concludes ny presentation.

COMW SSI ONER BROMWN- BLAND:  Before we nove to
Comm ssion Staff, does any of the parties have brief
poi nted responses to anything you heard in the
presentation? M. Kenerait.

M5. KEMERAIT: | have a -- Karen Kenerait for
NCCEBA. | just have a question for clarification. These

consi derations for Tranche 2 storage protocol, are they
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designed to replace the energy storage protocol that's
I ncluded in Exhibit 10 of the Tranche 1 PPA? |Is that
Duke’ s proposal ?

MR ROBERTS: Right. So -- so once again, we
had t he proposed Sub 158 protocols for 1 MVNor |ess
standard offer, and so what we would do is consider
| ooki ng at those protocols. W would consider adopting
t hose, which are | ess constraining on the storage
facility as conpared wth the Tranche 1 protocols.

M5. KEMERAIT: So there will be -- so there
wll be a nore specific proposal that you' Il be providing
t han what you’'re discussing -- than what you ve discussed
Wi th the considerations for Tranche 2 storage protocol --

MR, ROBERTS: Yes.

M5. KEMERAIT: -- that will be provided |ater?

MR, ROBERTS: Yes.

M5. KEMERAIT: Ckay. But for purposes of this
di scussion, all of the Exhibit 10 energy storage protocol
are considered to be overly restrictive and -- and w |
not be included in --

MR, ROBERTS: No.

KEMERAI T: -- the Tranche 2 PPA --

ROBERTS: Yeah.

5 2

KEMVERAI T: -- is that correct?
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MR ROBERTS: | wouldn’t say that they are
overly restrictive. You had two people bid in that were
sel ected to provide storage in Tranche 1, so | wouldn’'t
say that they’'re overly restricted. They're just what we
considered at the tinme were needed in order to, once
again, ensure that we’'re maintaining reliable operations,
we’'re mai ntaini ng NERC conpliant operations, and we're
mai nt ai ni ng val ue for our custoners.

M5. KEMERAIT: So not to nmake an argunent about
overly restrictive, but these current -- the Exhibit 10
protocol are no |longer going to be applicable for the
Tranche 2 PPA?

MR. ROBERTS: There’'s probably going to be
flavors of those protocols in the Tranche 2, but, for
exanpl e, you know, where one of themrestricted to 1
percent of ranping, you know, you may see that percentage
I ncrease to sonething nore commensurate with other
entities.

M5. KEMERAIT: Thank you.

COW SSI ONER BROMWN- BLAND: Al right. M.
Buf f ki n.

MR, BUFFKIN:.  Thank you, Madam Chair. |f you
could flip back to slide three, please.

COMW SSI ONER BROWN- BLAND:  And M. Roberts, you
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pull that mc a little bit closer to you.

MR, BUFFKIN. Could you just briefly refresh
our collective recollections about what the LROL is?

MR. ROBERTS: Yeah. So Lowest Reliability
Qperating Limt is a termestablished in the 2016 avoi ded
cost rate hearing, and basically that indicates the
m ni mum anount of synchronous generation that you need --
regul ati ng generation that you need to maintain online in
order to handle the evening peak, the ranping into the
eveni ng peak, as well as the norning peak for the next
norning. And so it’s a capacity and a regul ation
requi renent.

MR, BUFFKIN:. Thank you for that. And that
LRCOL is not depicted in the slides on 4 and 5.

MR, ROBERTS: That's correct.

MR, BUFFKIN.  But it would be in the sane
pl ace, right?

MR ROBERTS: It -- it changes fromday to day
based on the -- based on the need for | ooking at the
anount of regul ati on needed, the anmount of evening peak,
t he amount of the next norning’s peak. And also in the
sunmer, you know, you have a | oad shape, so it changes
during the summer as well.

MR BUFFKIN. Wuld it be roughly in the sane
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pl ace?

MR ROBERTS: Yes. | would say it would be
roughly in the sane place for that size peak.

MR, BUFFKIN:  Thank you. Let ne stay with
Duke, but | think this is probably for M. Jirak. |
under st ood your objections and your coments to the basic
concept of energy storage devices providing other
services, and -- and | understand ot her service roughly
equal to the termancillary services that woul d be used
in the organi zed market. And 1’1l summari ze.

| think those objections were four-fold,
statutory or |ack of statutory authorization, valuation
in relation to the cost effectiveness and the
difficulties that that presents, and that other services
are in sone -- sone cases inconpatible with provision of
energy and capacity, and then fourth, that this would
require a new contract and sone tinme and effort involved
inthat. So I'minterested in -- anong these factors,
were one or nore of themnore inportant than the others,
or -- or isit -- well, I'll leave it at that. Ws one
-- one of these factors nore inportant than the other?

MR, JIRAK: W thout having themin front of ne,
hard to -- hard to weight them | think it depends on,

you know, are we -- if the question is can we do it in
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CPRE, obviously, the question is about whether it fits
within the statutory directives, CPRE is nore rel evant,
but I -- | don't know that | -- w thout consulting the
busi ness folks | could probably -- | could tell you which
Is nore inportant than others. Certainly, a lot of very
conpl ex technical issues there that | can speak to at an
extrenely high level, but can't get -- get real deep with
you.

MR, BUFFKIN. Okay. Well, let ne stick with
the statutory authorization issue, then. Oher parties
have suggested that the Comm ssion order a stakehol der
process on this energy storage protocol. If -- if your
view is that other services not permtted under CPRE
statute, what’'s your view on stakehol der process, then?

MR JIRAK: Certainly, we're willing to
participate in any process the Conm ssion sees fit. |
don’t know t hat changes our perspective that paying for
t hi ngs other than energy capacity is, you know, arguably
out si de the bounds of what HB 589 ruled with respect to
CPRE. But at tines when | heard discussion, the
st akehol der process sounded nore broad than just, you
know, can we or can we not do this for CPRE. It sounded
| i ke there was nore of a desire for a general stakehol der

Initiative generally, but certainly we defer to the
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Comm ssion what's the right procedural path forward, and
we’'re not going to object to the process.

MR, BUFFKIN. Al right. | think M. Johnson
may have touched on this, maybe even answered it, but,
Duke, you told us in your comments you were stil
assessing the storage protocols especially with regard to
ranping limtations and scheduling. Do you have any
updates on -- on progress as you' ve been assessing that?

MR. ROBERTS: Right. Once again, we’re | ooking
at the proposed Sub 158 protocols and al so, you know,
considering -- considering comrents from devel opers, as
well as looking at the systemneeds froma reliability
and custoner benefit perspective, but outside of putting
pencil to paper, we haven’'t done that yet.

MR, BUFFKIN:. Al right. Sane question with
regard to the deadline for providing the next-day w ndow
for bul k discharge start and end tines, and currently
it’s 4:.00 p.m You ve heard sone people object to that.
Have you nmade any progress on adjusting that?

MR ROBERTS: I'msorry. Could you repeat the
gquesti on?

MR, BUFFKIN:  Sorry. Let ne back up. So we’ve
heard from sone other parties about the provision in the

energy storage protocol that requires Duke to give the
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next - day di scharge start tinmes, and that -- and that
current tinme is 1600, 4:00 in the afternoon, but you al so
said -- have you -- have you nmade any progress on
adjusting that? Wat’'s -- what’s your |atest thinking?

MR. ROBERTS: Yeah. 1’mnot aware of any
progress on that.

MR, BUFFKIN: So you still think 4:00 p.m is
the right --

MR. ROBERTS: Do -- do | still think it’s
appropriate with respect to providi ng those day-ahead
times associated with storage discharging? | nean, |
think the windows, the tinme w ndows, are going to be
fairly accurate with respect to the needs for winter |oad
shapes as well as the sumer, and so | think we feel the
granularity that was requested in the Order by the
Commi ssion is met with that.

MR, BUFFKIN:. | understand. | understand your
view that’s the appropriate tinme. Wy -- why not
earlier?

MR ROBERTS: Well, | nean, if -- if -- | guess
I f you provided a | onger duration battery, you could
provide for nore discharge over the peak, but then you’ ve
got to look at the cost associated with that. You' ve got

to l ook at the cost associated wth that versus the other
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resour ces.
MR, BUFFKIN. Al right. | think I’mback to
the lawers, then, if I -- if | may continue, and |’ d be
interested in hearing fromthe other parties, too. Both
the Commssion inits Oders and -- and the parties in
their comments have generally characterized the standard
of review for this pro forma PPA as reasonabl eness or
comrer ci al reasonabl eness, acceptance in the marketpl ace.
What are sone of the hall marks of commerci al
reasonabl eness? What -- what are the things the
Comm ssi on should be | ooking for?
MR JIRAK: Yeah. | think certainly it's a
rel evant factor to consider how other utilities have
handl ed sim |l ar issues and | ooking at PPA structures in
other utilities. | think it’s also relevant to consider
what makes Carolinas uni que, and the uni que operationa

and generation factors that influence what' s appropriate

here as conpared with -- with what -- how other utilities
have handled it. So I think -- | think you' ve identified
themwell, but | think you cant -- in the end it’s not a

one-si ze-fits-all solution, and it has to be assessed on
a -- you know, given the specifics of our system |
don’'t know if Sammy has any to add to that.

MR ROBERTS: I'msorry. No. You re good,
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you’ re good. Yeah.

COMM SSI ONER BROMN- BLAND: Any ot her attorneys
want to address the hall marks of commerci al
r easonabl eness?

M5. KEMERAIT. Right. In -- in regard to the
energy storage protocol for the Tranche 1 PPA we’ve
provided information in our comments, and we believe that
the -- the restrictions will make the -- a solar plus
storage project unfinanceable. Plus, we think that the
restrictions are overly restrictive and onerous.

And | did want to point out a clarification to
some information that was provided before. It was only
the Tranche 1 PPA that was reviewed and approved by the
Commi ssion. There are a nunber of other docunents, the
asset acquisition docunents and the EPC Agreenents. And
we as an industry provided substantial comrents about the
asset acquisition docunents and the EPC Agreenent and
provi ded ways that they could be inproved and corrections
to that. And only m nor changes were nade to those
agreenents and they were never -- and ny understandi ng,
that | think M. Judd m ght be able to clarify, but |
t hi nk even the | ndependent Adm nistrator did not review
or make any changes to those agreenents, and then they

never cane before the Comm ssion for review or approval.
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And we have believed that they have been -- that they are
all commercially unreasonabl e docunents.

MR JIRAK: So can | respond to that just
briefly? | nean, that’'s a conpletely 180 different issue
than we’re addressing here, but I'’mglad to address the
acqui sition docunents if -- if you want to hear those
t opi cs.

COW SSI ONER BROMWN- BLAND:  Well, she tied it to
-- cane back and tied it to commercial reasonabl eness, so
If that’s -- we’ll hear from you.

MR JIRAK: Sure. So, | mean, first of all,
this issue was already litigated once. Simlar to the
mar ket -- post-term market revenues, the Conmm ssion has
al ready heard this issue once before and issued a ruling
onit, so we think the sane basis of facts and -- and
|l ogic that led to the Comm ssion’s conclusion the first
tinme is appropriate this tine.

Secondarily, the marketpl ace delivered asset
acqui sition bids that have been successful. The narket
delivered sol ar plus storage bids that have been
successful. So the prem se that they’' re just
fundanental ly flawed and unfi nanceabl e i s obviously not
the case. Certainly understand the perspective that they

-- that devel opers think they should be different, but
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they’'re not. The docunents are not so unreasonabl e that
-- that bidders refuse to bid in projects. | nean,
that’s kind of basic facts.

COW SSI ONER BROMWN- BLAND: Al right. M.
Levitas.

MR, LEVITAS.: Yes. Thank you. | would take
I ssue with the notion that just because a couple of
peopl e successfully financed docunents, that that nakes
them comercially reasonable wth respect to all of these
types of docunents. You've got two storage bids. You
m ght have gotten 50 storage bids.

And -- and with respect to the -- the fact that

-- With respect to the PPA that’s been used here, yes,

iIt’s been financed in the past. |[|’ve been involved with
those financings. |1’ve been involved with negotiating
those PPAs. | don't believe the fact that that has

occurred necessarily is the definition of commerci al
reasonabl eness. It’'s possible to finance a commercially
unr easonabl e docunent. You may have to pay nore to do
It, you may have fewer financing parties who are wlling
to transact with you, but it still nay be possible to get
It done at a price or wwth difficulty. And --

COMW SSI ONER BROMWN- BLAND: But that sone are

done is a factor to be considered, correct?
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MR. LEVI TAS. Pardon ne?

COMWM SSI ONER BROMN- BLAND:  That sone are
financed is a factor to be consi dered?

MR LEVITAS.: | think it’s a relevant fact. |
woul d agree with that. But | actually think M. Jirak
got closer to the mark when he tal ked about | ooking at
what’ s done in other jurisdictions wiwth other utilities
and to kind of benchmark for -- for a neasure of
commerci al reasonableness. And | -- | would just -- just
to give you one exanple of that, the -- the PPA that
we’'re dealing with here, which is based on the PURPA PPA
that was negotiated, has a section that deals with
assi gnnent, and that section on assignnent covers | ender
rights, so these -- these PPAs are collaterally assigned
to lenders as part of the security of the financing
package. And | will just tell you that those terns in
t hese Duke PPAs do not conport with what we see in nost
places in the country, and in order to get lenders to
accept those, it takes a |lot of work.

So | just think the -- the fact that we’re able
to -- and I’'ve spent a lot of tine personally trying to
per suade | enders, yes, you should do this deal even
t hough you don’t |like these terns and this is not what

you see in other jurisdictions, so | just think the test

North Carolina Utilities Commission

OFFICIAL COPY

Jun 10 2019



E-2, Sub 1159 and E-7, Sub 1156 Technical Conference Page: 70

|

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

I s broader than whether sone parties nanage to succeed in
getting challenging terns financed.

COW SSI ONER BROMN- BLAND:  So i n your Vview,
It’s fair to say you mght -- with sone extra effort you
m ght be able to get the financing, but it’'s the extra
effort that is -- is sort of adverse to the process, |
guess?

MR, LEVITAS. That’s right. W -- we wll find
sonme financing parties who are not willing to
participate, given those terns, or they nay charge a
hi gher cost for financing as a result of those terns.

COMM SSI ONER BROMN- BLAND:  Al'l right. Does the
| A have sonething on this point?

MR, JUDD:. On commercial reasonabl eness?

COW SSI ONER BROWN- BLAND:  Yes.

MR, JUDD: W -- Comm ssioner, we feel the --

COW SSI ONER BROMWN- BLAND:  And t he changes t hat
you did or didn't nake in Tranche 1.

MR, JUDD:. Pardon ne?

COW SSI ONER BROWN- BLAND:  And t he changes you
did or didn't make in -- in Tranche 1 based on the
parties’ contributions.

MR JUDD:. Yeah. W went through the comments

of the parties. W found that the final docunent was
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commercially reasonabl e as used el sewhere.

May | offer an observation about storage, since
that is the subject that we're in this segnent, or would
you like nme to cone back to that later?

COW SSI ONER BROMWN- BLAND:  Let ne -- let ne
cone back to you. M. --

MR, JUDD: Thank you.

COW SSI ONER BROWN- BLAND: -- Buffkin, we're
still with your questions.

MR, BUFFKIN: | think 1’"mdone with that one,
but |I've got -- |'ve got just a few nore.

COW SSI ONER BROWN- BLAND: Oh. So you're
novi ng on?

MR, BUFFKIN: Yes, ma'am For Ms. Kenerait, |
-- | understood your objections to the ranp rate
provisions, and |'mlooking for alittle help on sone
details or expanding on your argunents. Wat exactly is
the objection here? You feel that Duke hasn’'t net its
burden of persuasion to justify these provisions, or --
or is it although they brought sufficient argunents and
information, that -- that the Conm ssion shoul d just
order a different outcone?

M5. KEMERAIT: Well, I'll1 -- Tyler Norris was

going to -- is going to talk alittle bit about the ramp
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1 rate restrictions, but so -- so far, up until today, Duke
2 has provided no justification for the ranp rate
3 restrictions, and so what we have been -- what we have
4 been asking for is justification so that we could have an
5 opportunity to try to find a solution that would allow --
6 that would be appropriate, that would all ow t he energy
7 pl us storage projects to be able to be bid -- to be -- to
8 be appropriate to be able to be bid into CPRE
9 MR BUFFKIN. So -- so, then, you just think

10 they haven't net their burden of persuasion?

11 M5. KEMERAIT: Absol utely, uh-huh.

12 MR, BUFFKIN: | understood that their

13 justification was it’s commercially reasonabl e.

14 M5. KEMERAIT: Their -- they -- they have not
15 denonstrated that it’s necessary for grid reliability,

16 and | think that that is what they need to -- to

17 denonstrate, that a restriction on energy storage nust be
18 necessary to protect grid reliability. And we’ve

19 received -- we -- we have heard sone information today,
20 but up -- but it’s been very general information, and up
21 until today there’ s been no justification about why these
22 ranp rate restrictions are necessary for grid

23 reliability. And we’ ve been asking for about a year for
24 that technical justification for these restrictions.
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MR BUFFKIN. Al right.

MR O HARA: M. Buffkin, could | add to that,
if I may -- or go ahead, please.

So just as an exanple here, so one of the ranp
rate restrictions is a 1 percent per mnute ranp rate
restriction while the solar facility is generating. Just
as an exanple, the state of Hawaii, which has a | ot of
solar and storage on their grid and is a small islanded
grid, so presumably | ess capable of handling variation
than a larger grid like this, actually has a 5 percent
restriction there. So -- so 1l -- 1 percent in that case,
you know, doesn’t seemto make a | ot of sense to us,
given the differences in those grids, but I think the
bi gger issue is what -- what we'd like to see is let’s
have a definition of the problemthat’s -- that we're
trying to solve, and let’'s work together to conme up with
the right solution to solve that.

So what -- what we see is that there’'s a --
there’'s presunably a problemthat’s being sol ved, and
what we see is -- is Duke’s answer to that problem
There’s a |l ot of expertise in our industry around energy
storage as well, and | think if we work together, we nay
find that there are other less restrictive or contractua

or, you know, other solutions to the problens, but we'd
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| i ke the opportunity to -- to work on those together.

MR NORRIS: Yeah. And just to expand on maybe
sone of those opportunities, so on one hand we are
hearing a problemdefinition fromthe UWility, which is
that they have a new capacity need that's, say, a three-
hour wi ndow on a winter norning. So we're trying to
devel op solutions to that challenge for the benefit of
rat epayers, and the question is, what sort of operationa
restrictions will best allow that? And what's been
proposed in the prior PPA was that a battery could not
ranp up to supply that need in less than 20 m nutes. So
you' d have a 5 percent a mnute ranp rate, and that’s up
and down. So a battery would have to sacrifice the
ability to provide that discharge on behalf of ratepayers
for a total of 40 mnutes, and -- and that’'s, you know, a
two- or three-hour w ndow.

We appreciate that Duke has changed its
position and nowis -- is tal king about a 10 percent ranp
rate limtation in that scenario, but even there you're
| osing 20 m nutes of potential output that we're all
trying to nmaxi mze, again, on behalf of ratepayers, and
It’s unclear to us why, especially if the battery is, in
fact, capable of providing that discharge for a full two-

or three-hour w ndow.
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Now, the other problemdefinition | believe
that we are starting to hear for the first tine is that
t hey are concerned about a resource being able to provide
di scharge for that full window. They're worried about,
say, a cutoff point or an unpredictable cutoff in a
peri od when they' re expecting that capacity output. And
| think there’'s a really reasonable solution we can cone
to, which is sinply that we state in the PPA that there
wll be no ranp rate limtation if you conmt to
provi ding discharge for the full period or sone -- say,
It’s a two hour period, but I think we could cone to sone
agreenent on that.

But, again, the -- so the -- the issue that
we’'re hearing expressed is a concern about a resource not
providing that output for us for a period of tine. |
t hi nk one reasonabl e solution would be we just say if you
do provide discharge for a two- or three-hour w ndow,
there’s no ranp rate limtation or a substantially | ower
ranp rate limtation.

So |l think that’'s -- that’'s the only comment
"1l make for now on that issue.

COW SSI ONER BROMWN- BLAND: M. Buf f ki n.

MR, BUFFKIN: Let ne stay with Ms. Kenerait, if

| may. In |ooking at Protocol Provision Nunber 9, this
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I's sonmething you ve raised objection to in your coment
about the operating restrictions in Duke's, in your

words, “unfettered right to add additional and undefi ned

operating restrictions.” | think |I have the | atest
version in front of nme, and it -- it references NERC
standards. It references commercially reasonabl e manner,
commercially reasonabl e denonstration. Are -- are these

not limtations on Duke’'s ability to add new
restrictions?

M5. KEMERAIT: So M. Buffkin, is your question
that our objection to Nunber 9 would [imt Duke's ability
to add additional restrictions?

MR, BUFFKIN. No. | understood your objection
was it gave themtoo nuch ability to add new
restrictions. And nmaybe to say it another way, is where
soneone woul d rai se objections to these undefined
restrictions is, you know, that they’'re not authorized,
but here we have expressly incorporated by reference into
this protocol what | understand to be limts on addi ng
new restrictions. For exanple, if it wasn’'t necessary to
conply with NERC standards, if it wasn’t inplenented in a
commercially reasonabl e manner, those would be limts on
Duke’s ability to add new restrictions. AmIl -- am/|

m sunder st andi ng the provisions of the protocol?

North Carolina Utilities Commission

OFFICIAL COPY

Jun 10 2019



E-2, Sub 1159 and E-7, Sub 1156 Technical Conference Page: 77

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

MR NORRIS: So | think this -- this is another
exanpl e where just the -- the lack of information or
technical justification --

COMW SSI ONER BROMN- BLAND:  Be sure the mc's --

MR NORRIS: Sorry about that.

COMW SSI ONER BROMN- BLAND:  -- directionally
ai ned at you.

MR NORRIS: It's just -- it’s an area where |
t hi nk maybe we could resolve it if we -- if we sit down
and really wal k through what a scenario |ike that would
| ook like. So what -- what is a -- what is a scenario we
can i magi ne where a NERC standard changes that does
requi re an additional operational restriction on the
batteries? And if we can really hone those in and define
themwell and -- and for one, we can then better assess
whet her they are, in fact, commercially reasonable, but,
two, it’s the only way that nmany parties can actually
fi nance such a PPA. Because if we don’t know what those
scenarios are or how restrictive they could, in fact, be,
you're not going to be able to convince a financing party
to step into that risk to finance such an asset.

So all we’'re saying is certainly in that
scenari o we need to better understand what that scenario

I S.
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MR ROBERTS: May | answer?

COMM SSI ONER BROMN- BLAND:  Yes, M. Roberts.

MR, ROBERTS: Thank you. So -- so I'Ill give
you a great exanple. In 2016, NERC changed Standard
BAL- 001 from sonething that was | ooked at on a nonthly
period, you had a nonth to dilute your performance to
acceptabl e performance, to a 30-m nute wi ndow. So now if
we exceed what's called our Balancing Authority ACE Limt
for 30 mnutes, which that steep net demand ranp in the
norning and in the evening greatly chall enges that, then
we've violated a standard. And, of course, the fines are
up to a mllion dollars per day per event, over a mllion
NOW.

COW SSI ONER BROWN- BLAND: And, M. Roberts,
did you -- did you have any -- any response to M.

O Hara's nentioning of the -- the restriction in Hawai i
versus the restriction of Duke?

MR, ROBERTS. R ght. So -- so as | nentioned
earlier, that is one of the areas we're |looking at with
respect to Tranche 2 protocols with respect to that 1
percent ranp rate limtation, and so hopefully we can
cone up with sonmething that’s beneficial to all parties.

COW SSI ONER BROMN- BLAND:  All right.

M5. KEMERAIT: And can | -- can | just add one
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nore comment? Karen Kenerait. | nean, what we are --
what we are looking for is to have is -- what we’'ve been
| ooking for for the past year is to have a dial ogue with
Duke, wth Public Staff being part of it, so that we can
under st and what those concerns are and to solve for them
so that we can have appropriate energy storage protoco
for -- first, we wanted it for Tranche 1, but now for
Tranche 2. And then also we think that this is going to
be a really critical precedent for PPAs el sewhere, so
thisis a-- thisis areally inportant issue not just
for CPRE, but for all interconnection projects.

And | think that with the stakehol der process
that we’ve asked for, | think that we can cone to
sol utions, and so we, you know, continue to ask for a
st akehol der process so that we can better understand what
we're trying to solve for, provide solutions, and then as
part of the stakehol der process we want the Conm ssion to
consi der and approve what the -- what the recommendati ons
and solutions would be so that we can have appropriate
policies for CPRE and then going forward for other
| nt erconnecti on PPAs.

COW SSI ONER BROWN- BLAND: Thank you. M.
Buf fkin --

MR BUFFKIN:  Well --
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COW SSI ONER BROMWN- BLAND:  -- any nore?

MR. BUFFKIN: Just one nore for Ms. Kenerait,
and then a couple for the Public Staff.

COMWM SSI ONER BROMAN- BLAND:  Al'l right.

MR, BUFFKIN.  1"Il -- 1"1l be brief. So on --
on that last point, you' ve all -- you all have had -- at
| east had the opportunity to attend stakehol der neetings,
so dialogue is going on. Have we just reached a point
where you all don’t agree with each other or -- |I'm
havi ng troubl e understandi ng you' re saying you want

di al ogue and you haven’t had di al ogue, but we know

st akehol der neeti ngs have happened, so -- so naybe you
all just don’t agree.

M5. KEMERAIT: | would not characterize it that
we just don’t agree. | think that we have had no

opportunity for that sort of discussion. W did have two
st akehol der neetings that we were very appreciative that
M. Judd and the Accion G oup organi zed and i ncl uded
Duke, market participants, the Public Staff. | nean,
they were -- there was quite a bit of interest and they
were very well participated in.

However, again, going into both of the
st akehol der neetings, we continued to ask for information

about the energy storage protocol, we asked for
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justification, we asked for the dial ogue, and we frankly
did not receive any justification from Duke. So the
energy storage discussion was extrenely limted. W did
not -- we -- we -- there was no in-depth discussion or
anal ysis. So the discussion that we' re having today
before the Comm ssion is by far the nost in depth and
greatest discussion that we’ve had about energy storage
si nce CPRE has begun.

COMM SSI ONER BROMWN-BLAND:  It’'s ny -- it’'s ny
observation that | believe parties on both sides of the
room have heard sonet hi ng new out of these discussions
today, so we -- that’s one of the hopes of the
Commi ssion, is that you'll find the proceeding hel pful to
hel pi ng us nove al ong and progress inplenentation of this
program

M. Buffkin, do you have any nore?

MR BUFFKIN. Yes, ma'am just two nore, and |
-- | think these are best directed to Public Staff. You
reconmended the parties take into consideration the study
results by the North Carolina Policy Collaborative in
approaching the issues in this proceeding related to
energy storage. Now, Duke has told us they don't think
ot her services are permtted under the CPRE statute.

What ' s your view on statutory authorization for that kind
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of conpensation under the CPRE progranf

MR, DODGE: So the -- excuse ne -- this is
going to carry forward into our discussion on the
di spatchable PPA, | think, alittle bit this afternoon,
but we -- | think we recognize the -- the CPRE s purpose
IS to procure energy capacity and environnent al
attributes, but in terns of the -- the cost cap that’'s
used for determ ning cost effectiveness, that’'s based on
avoi ded cost. And you -- as long as you're bel ow that,
If they're providing the nost cost effective resources to
-- that provide energy capacity and environnent al
attributes, but also provide other services to benefit
custoners, then we think that those can be recogni zed or
shoul d be recogni zed as val ues.

| think in our March 22nd comments we tal ked a
little bit about the transparency of the eval uation
process and the net benefit to the grid as well, and that
to the extent that that, | think, is nore -- after
Tranche 1 parties are able to evaluate that a bit nore
fully and understand that that that may be -- we nay see
nore -- nore innovative bids or bids that may -- may try
to target those that net systemor net benefit to the
grid determ nation, and nmaybe -- that naybe help

I ncentivize additional storage.
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MR, BUFFKIN. Thank you for that. And ny fina
guestion, again, | think for the Public Staff, so House
Bill 589 directed that that energy study by the
col | aborative be delivered to the General Assenbly, the
Joint Legislative Conmm ssion on Energy Policy and the
State’s Energy Policy Council, and to ny know edge.
neither has acted on that study. To what extent is it
premature for the Comm ssion to do so based on the
results of that study in the absence of any other
| egi sl ative direction to take action?

MR DODGE: That's -- that’s a good question.
No. | nmean, it's hard to avoid storage right now It
seens to be comng up in I RPs and avoi ded cost and CPRE.
It’s a -- it’s a thenme that we keep com ng back to,

I nterconnection, so it’s -- it seens to be sonething that
a lot of work went into to devel oping that coll aboratory
report and sone of the -- the potential benefits. W --
we al so recogni ze that it was a report to the Genera
Assenbly and whet her sone action would be taken there
first. But to the extent that there are val ues
Identified in that report and that the Utilities are al so
| ooking at in IRPs and -- and sone of their other

noderni zation plans, | think we -- we think it’s

appropriate for the Comm ssion to | ook on a | arger scale

North Carolina Utilities Commission

OFFICIAL COPY

Jun 10 2019



E-2, Sub 1159 and E-7, Sub 1156 Technical Conference

Page: 84

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

at the energy storage protocol.

W' ve -- we’'ve recommended a st akehol der
process for -- or not energy storage protocol, but energy
storage that would al so include whet her the energy
storage protocol could be nodified in a way, whether it’s
-- | mean, certainly, when M. Roberts attends these
nmeeti ngs and provides information on how -- you know, how
reliability is key in nmaking sure that the -- the storage
Is integrated in a neaningful way, it’s hel pful, but we
al so want to nmake sure that we’'re not overly conservative
In that application and that sone of those other benefits
could be captured, if possible.

M5. CUMWM NGS: Jeff Thonmas here, our engineer,
has pointed out to ne -- he spent quite a bit of tine
wWith the study -- that there are specific reconmendati ons
in the study that are for the General Assenbly to act on
or -- or are nore appropriate for the Conmm ssion to act
on, |ike changes to interconnection standards, so that
may be relevant in thinking about recomrendati ons of the
st udy.

| would also point out fromny tine at the
Legi slature, the Legislature will not hesitate to tell
you if you’'ve gone too far, so..

COW SSI ONER BROWN- BLAND:  Al'l right. Let
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COMW SSI ONER CLODFELTER:  But until they do, we
can go as far as we want.

COW SSI ONER BROMWN- BLAND:  So | want to cone
back to M. Judd.

MR JUDD: Thank you.

COW SSI ONER BROMN- BLAND:  He asked to nake
conment s about this general storage protocol issue.

MR JUDD: Yeah. [I’'Il be very brief. | just
wanted to, if |I could, put this in context. Neither the
CPRE rul es nor the underlying | egislation expressly
states that storage should be part of this. And as |
opened ny remarks this norning, | spoke of Tranche 1 as
being a beta test. Duke agreed to include the storage
opportunity so that we could pronpt this sort of
di scussion. Wat does the market need to participate?
How could we nmake it work in North Carolina?

"Il also note that the first tinme my group,
our group, has been involved in storage was a dozen years
ago, and it was brought in as an experinent by another
jurisdiction, another comm ssion, saying let’s give it a
try. And it was a small part of a nmuch |arger, nuch
| ar ger conventional RFP.

Al so, we have done quite a bit of work with --
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I n Hawaii as an i ndependent evaluator. And, in fact,
It’s not an island, sir; it’'s four separate island
systens, which you would think would nmake it easier to
bring in storage, but it didn’t. And the first tinme we
had conversations with them about how can we incorporate
It was easily six years ago. So ny point being that this
takes tinme. We walk before we run. The fact that HECO
-- strike that; I"'msorry -- Duke agreed to bring in
storage as a starting point in Tranche 1 and introduce it
into CPRE to see where it could go was, we thought, a
very good thing. And we obviously encourage that. W're
encour agi hg expansion of it.

And | just wanted to, if | could, put it in

context. They were -- it was not |ike they re putting up
ways -- a roadblock. W said let’s put it out there and
see what the market will bring us and then let’s find out

what we need, because each jurisdiction is unique. Thank
you.
COMWM SSI ONER BROMN- BLAND: Al right. Thank
you. Comm ssioner O odfelter, any questions on storage?
COW SSI ONER CLODFELTER:  It’'s kind of a
hal fway observation and a hal fway question, so you can
take it both ways. Wen we teed this up this afternoon,

we -- we thought we were going to be tal ki ng about issues

North Carolina Utilities Commission

OFFICIAL COPY

Jun 10 2019



E-2, Sub 1159 and E-7, Sub 1156 Technical Conference Page: 87

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

that are right for the Conm ssion to have to express sone
vi ewpoi nt. And based on what |1’ve heard, it sounds as if
there are going to be sone significant new proposals for
the storage protocols in Tranche 2 that they haven’'t
fully formul ated and you haven't seen at all. So ny
guestion about this afternoon is, is it really even
useful for us to continue with this until there has been
a chance for Duke to talk to you about the new proposals,
for you to react to the new proposals? | think they’ ve
heard you. W’ve clearly heard you, that it needs to be
a very robust discussion and exchange, and | think
they' ve heard that. And we’'ll probably repeat that
several tinmes ourselves.

| s there anything useful, nore useful, we can
do? |Is there any issue that you know is not going to get
resol ved even if you sit down and di scuss a whol e new set
of storage protocols? That’'s the real question. |Is --
Is there sonething that’s just not going to get resol ved
regardl ess for Tranche 2? Yeah.

M5. KEMERAIT: Yeah. So Conm ssioner
Clodfelter, Karen Kenerait with NCCEBA. W know of no
I ssue that won’t be able to be resolved. W are -- as --
as |I’ve nentioned, we're very hopeful that with a

di al ogue and a st akehol der process, that we can work
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together to find solutions for Duke’s concerns about grid
reliability. And then, of course, if we -- if we can't
reach agreenent, we’'ll be asking the Comm ssion to -- to
make a determ nati on.

COW SSI ONER CLODFELTER:  Well, we’'ll see the
new PPA for Tranche 2 and the proposed new protocols and
it wll be teed up then, so...

M5. KEMERAIT: And | -- it’s difficult for us
to really respond because --

COW SSI ONER CLODFELTER:  We're not -- |’ m not
suggesting you do so.

M. KEMERAIT: Right.

COMM SSI ONER CLODFELTER: The very point of ny
question is that it’'s not right for this afternoon.

M5. KEMERAIT:. Right. W cane -- it’s not
ri ght because we cane prepared for the current Tranche 1
and --

COMW SSI ONER CLODFELTER: | -- | respect that.
| understand that. | think what |’ve heard fromthis
side of the roomis they're not going to do a repeat.

MR. O HARA: Comm ssioner, what | think is
right for this afternoon --

COW SSI ONER CLODFELTER:  Ckay.

MR. O HARA: -- and what you've heard from-- |
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think fromus and fromPublic Staff is for the Conmm ssion
to direct these parties to engage in a stakehol der
process nore broadly around storage, so not |limted to
just CPRE, with -- with sone | evel of Conm ssion
oversi ght on that process.

COW SSI ONER CLODFELTER:  Yeah. Well, that’s
-- that’s -- we heard you on that. That’'s sonething,
t hough, right now we’'re trying to get Tranche 2 out the
door, and we -- we know that that’s a pendi ng suggesti on,
proposal, from several parties that’'s broader than that,
and we under st and.

| want to make one ot her observation and only
because of the dial ogue that occurred in the |ast series
of questions, and |’'m speaking only as one | awer and one
Comm ssi oner, but, you know, it’s an interesting statute
In so many ways. The -- the way | read the statute, and
| think it’s pretty -- pretty clear to ne, at least, is
that the conpensation structure for the CPRE program
contenpl ates paynents for energy and capacity, but that
operationally the statute contenpl ates that Duke has --
Is entitled to receive every other value streamfrom --
fromthese facilities that exists.

Now, maybe, for the reasons that they ve

articulated, as a practical matter they can't realize on
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t hose val ue streans right now, today, but legally the |aw
says you're entitled to get dispatch, operation, and
control in the sane manner as if you owned it. So the
way | read the statute, you're entitled to those services
any tine you're able to get them That's one | aw revi ew.

COMWM SSI ONER BROMN- BLAND:  Conmi ssi oner
Mtchell.

COMWM SSI ONER M TCHELL: Duke, just a few for --
for you first. M. Roberts, just a very practi cal
question. For those instances in which the Conpanies --
ei ther of the Conpani es has di spatch down rights through
exi sting PPAs, how do you execute on those -- how do you
provi de those instructions and then nake sure they're --
that the operator follows through?

MR, ROBERTS: Yeah. So we have filed the
curtail nent protocols and --

COW SSI ONER M TCHELL: Not -- not a -- so --
so this would be sort of a negotiated contract where
you’'ve got the right to -- and | --

MR, ROBERTS:. (kay.

COMWM SSI ONER M TCHELL: -- and I'msorry to
i nterrupt you. You may be goi ng down that --

MR, ROBERTS: Sorry.

COW SSI ONER M TCHELL: -- path --
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MR, ROBERTS: Yeah. So --

COW SSI ONER M TCHELL: -- but | just want to
make sure we’'re tal ki ng about the sane thing.

MR. ROBERTS: Yeah. So in third-party
negoti ated contracts, if that’s what you' re referring
to --

COMM SSI ONER M TCHELL: Yes, sir.

MR. ROBERTS: -- we've had 10 percent
operational issue dispatch down rights, and the way we
execute those currently is through a phone call. And so
we Wil -- we’'ll call up that third-party control site.
| won’t nane nanes of vendors, but, you know, anyway.
W' ll call up that third-party site, and we’ll request
themto dispatch down to a mninmum | evel, and then we’l
explain to themthat we’ll call them back and tell them
when they can bring their facility back up.

COW SSI ONER M TCHELL: GCkay. And | assune
that there are electronic controls between your -- your
operations facility and the solar -- solar generating
facility that allow you to be certain that that facility
has - -

MR. ROBERTS.: So -- so we can -- we have
nonitoring of the output of that site --

COMWM SSI ONER M TCHELL: Ckay.
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MR. ROBERTS: -- so, yes, we can -- we can
visually see the reduction in output from--

COMWM SSI ONER M TCHELL:  Ckay.

MR. ROBERTS: -- that site.

COW SSI ONER M TCHELL: Ckay. GCkay. And so at
this point intime it’s just by -- through tel ephone
I nstruction?

MR. ROBERTS: That’'s correct.

COMM SSI ONER M TCHELL:  Ckay.

MR, ROBERTS: For third-party negotiated, yes.

COW SSI ONER M TCHELL: Ckay. One of the --
one of the points made on your slides as a potenti al
adj ustnent for Tranche 2 protocol is that you woul d
consi der -- the Conpany woul d consider the option to
negotiate terns for Duke control of batteries at a later
date after control capabilities have been devel oped and
tested or --

MR. ROBERTS: Right.

COMWM SSI ONER M TCHELL: -- or -- how -- can you
-- can you talk a little bit nore about that? How far
away are you fromthat, and what have you done, you know,
towards that end?

MR, ROBERTS: Right. So basically towards that

end we' ve just had discussion so far. W -- we have
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di scussed the technical aspects of what would need to be
-- take place with the EM5 coding with infrastructure
with respect to conmuni cation protocol between EM5S and
DVS for cybersecurity reasons. EMS is Energy Managenent
System DVMS is Distribution Managenent System To go to
di stribution connected batteries, and then for
transm ssion connected batteries it would be directly
fromthe Energy Managenent Systemto the transm ssion
connected facility.

And so it -- is it feasible? Yes. Have we
| aid out the entire engineering design? No. W still
have a |ittle ways to go on that.

COW SSI ONER M TCHELL: And -- and so can you
give ne a sense of how nmuch tine, |ike what, you know --

MR, ROBERTS: Yeah. So --

COMM SSI ONER M TCHELL: -- how far away are you
fromthat?

MR. ROBERTS: So one of the things we are
di scussing putting in place is getting sone operating
experience through sending a signal fromthe Energy
Managenent System through the DMS that’s supposed to go
| ive sonetine |ater this year to the -- | believe it’s
the Rock Hill site, and just get sone operating

experience with controlling that battery once it’'s
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i nstal |l ed.

COW SSI ONER M TCHELL: And the Rock Hill site,
that is a -- is that a Conpany site?

MR ROBERTS: Yes.

COMM SSI ONER M TCHELL:  Ckay.

MR. ROBERTS: Yeah. That's correct.

COM SSI ONER M TCHELL: Ckay. Are there any
third-party batteries or energy storage facilities

operating on either of your systens at this point in

time?

MR. ROBERTS: There may be on a --

COMM SSI ONER M TCHELL: [|I'msorry. Uility
scale. 1'Il be nore specific.

MR, ROBERTS: Yeah. Uility scale? No. Once
again, there -- there -- there nmay be sone connected to

sonme whol esale PODs that |’ m not aware of, but...

COMWM SSI ONER M TCHELL: Ckay. But you’'re not
aware of any solar plus storage facilities --

MR, ROBERTS: No.

COW SSI ONER M TCHELL: -- at this tinme?

MR, ROBERTS: No.

COMWM SSI ONER M TCHELL: Ckay. ay. And do
you know -- you may not know this information, but if --

but if anyone on the Duke side knows this information,
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pl ease -- please answer the question. But do you know if
any solar plus storage facility has been -- has been --
has nade it through the interconnection study process and
wll be interconnected at sone point in the future from
outsi de of the CPRE process?

MR, ROBERTS: |'mnot aware. | guess Bill
Quai ntance coul d probably --

MR. QUAI NTANCE: No, none that are as far al ong
-- none that are into I A

COM SSI ONER M TCHELL: Ckay. Okay.

MR JOHNSON: | would say -- | would add --

COW SSI ONER BROWN- BLAND: Madam cour t
reporter, could you get that?

MR, JOHANSON: Ch, |I'm sorry.

COURT REPORTER | did. Thank you.

COMM SSI ONER BROMN- BLAND:  Al'l right.

MR. JOHNSON: Dave Johnson here. | -- |’'d add
that we know of at |east one | arge PPA, negotiated PPA,
where there is storage included.

COMM SSI ONER M TCHELL: But that project is not
yet online?

MR. JOHNSON: It’s not online, no.

COMWM SSI ONER M TCHELL: Ckay. And that would

be a project that is not involved in the CPRE process?
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MR, JOHANSON: That’'s correct. It's a -- it's a
sol ar plus storage.

COMWM SSI ONER M TCHELL: Gkay. | have a few
guestions for the A So in this Tranche 1 you al
recei ved four bids that included an energy storage
facility. Three of those were selected as successful or
w nning bids. Can you -- can you sort of describe how
you perceive that? Was that -- is that a success or do
you -- did -- did that -- did that fall short of your
expectations? Help us understand sort of the relative
signi ficance of that nunber.

MR, BALL: There were four in one --

MR, JUDD: Go ahead. Go ahead.

MR. BALL: Excuse ne. Yes. The -- there were
four bids submtted with storage. One of them dropped
out, and then so there were just three that were left for
eval uation, and two of those were sel ected.

COM SSI ONER M TCHELL: GCkay. |I'msorry. So |
stand corrected. Ckay.

MR, JUDD: Permt ne to answer it this way. In
other jurisdictions, other RFPs, we’ ve gotten a nore
robust response. In fact, we have run solicitations that
are strictly for storage for a specific purpose, such as

in the LA Basin we do it to avoid new transm ssi on.
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The response rate and the success rate i s not
out of line with sone other jurisdictions. And |I’'m being
circunspect sinply because sone information that -- we're
-- we're still working through sone RFPs el sewhere that
that information is not public. At the sane tine, we
conpleted one in Colorado last year. It had a very
robust response with storage. But there were different
criteria, including, and | think this is an inportant one
| want to share with you, because we are bringing in
storage to CPRE where it nust be for a 20-year terma
renewabl e resource, which would nean the storage nust be
recharged fromthe renewabl e asset. [In other
jurisdictions we permt the storage after a term of years
to be recharged fromthe grid. Typically, it’s five
years because the devel oper captures all of the ITC
val ue, then we have a different product when you can
charge it fromthe grid. You know, they can charge at
2:00 in the norning and deliver it peak tine in the
af ternoon, by way of exanpl e.

So we have constraints here in CPRE that should
be recogni zed as may have had a factor in determning the
-- the response.

COM SSI ONER M TCHELL: well, we -- we woul d

appreci ate your hel pi ng us understand what those
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constraints are, so thank you for -- for that
I nf ormati on.

MR JUDD: And we can provide nore if -- in
fact, we did provide sone as part of the stakehol der
process that was referenced earlier, where we had a |i st
of all the ways we have used storage in other
jurisdictions. 1’|l make sure that your staff gets that.

COW SSI ONER M TCHELL: Ckay. One | ast
guestion for the -- for the A You indicated that you
-- you all perceive Tranche 1 as a beta for the CPRE
process in general. And you -- you -- you suggested
that, you know, you -- storage is kind of part of that;

you wanted to see what you woul d get, including storage

in the -- in the process. And | -- and | think | heard
you say that you' re encouragi ng the expansion of -- of
storage. Can you -- can you explain what you nean by
that or --

MR JUDD:. W're -- thank you. If -- | nmay not

have been cl ear enough in trying to be brief in ny
remarks. We are encouragi ng Duke to revise the
protocols. W were hoping in the comment period that
preceded Tranche 1 that we would have gotten nore
direction fromthe nmarketpl ace as specifics that they

woul d I'i ke changed in the protocols. Fromwhat |’ ve
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heard today, |’m hopeful that we wll get sone of that.
It’s nore hel pful to have specific -- you know, the ranp
rate, we’'d like it to be 10 percent instead of 1 percent,
as opposed to we don’t like the ranp rate. And |
understand. It was all rather vague, and it canme in in
the process, but with nore of that we think that we can
help refine the protocols, and with that we are hopeful
that we can get nore expansion of offers for storage.

| -- the point | nade just a nonent ago about
the recharge of storage, we have been -- | will share
with you, we have been exploring whether there’s a way to
at sone point bifurcate, if you will, the storage to nake
It so it could be separated fromthe renewabl e process.
W don't see a way to do that in CPRE and stay wthin the
confines of the legislation. That's a -- that’s a huge
one in other jurisdictions. | -- 1 wll share that with
you. But we are | ooking for ways.

We have found, in all candor, Duke and the
parties in interest to be interested in working together
to conme up with revisions. W have nore tinme now. \Wen
we rolled out storage before, | think it caught sone
folks a bit by surprise. It was new W gave it a try.
W' re going to do better.

COMWM SSI ONER M TCHELL: Ckay. Thank you. For
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-- let’s see. For the Public Staff -- actually, |'m
going to ask NCCEBA a few and then I’'ll cone back to the
Public Staff.

Can you give us -- can -- can NCCEBA provide
Its -- its explanation or its position on for the
rel ative significance of the storage nunbers from Tranche
1?7 Let ne -- let ne be alittle bit clearer wwth ny
question. Under what circunstances could the response
have been nore robust?

M5. KEMERAIT: So this is Karen Kenerait on
behal f of NCCEBA. Qur opinionis, is that the energy
storage response was not robust at all. There were four
projects that were bid in out of 78. And | did want to
share that M ke Wallace with Ecopl exus, Ecopl exus had the
two W nning storage plus -- excuse ne -- solar plus
storage projects. And he wanted to be here, and |
nmentioned he was ill, because he wanted to convey to the
Conmmi ssi on that even though Ecoplexus did bid in projects
to CPRE and did have the two wi nning projects, that
Ecopl exus has very significant concerns about the energy
st orage protocol.

So our viewis, is that the vast majority of
t he sol ar devel opers did not even bid any storage

projects into CPRE, even though there is a substanti al
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anmopunt of interest in solar plus storage projects anong
the market participants. So | think that if we can fix
t he energy storage protocol and, you know, work together
with Duke to find good solutions, ny expectation is, is
that for Tranches 2 and 3 there will be nuch nore
substantial participation with storage projects.

MR NORRIS: I'll just add a coupl e of
coments. Part of the inherent challenge is that the
avoi ded cost rate structure is not particularly val uable
for storage resources. And as -- as Duke has accurately
sort of portrayed, this is a relatively energing
technology, it's still nascent, and the rate structure is
not very supportive.

Now, the Sub 158 proposed rate structure in
DEP, it is nore supportive and especially in those w nter
norni ng periods. O course, the challenge is that the
CPRE procurenent on DEP is extrenely mnimal, and so
we’'re unlikely to see a whole -- a whole | ot of DEP
storage capacity in Tranche 2 or ever.

And the DEC rate structure, while being a
slight inprovenent of Sub 148 and Sub 158, may not be
enough to -- to support this if we’'re only val uing energy
and capacity. And, hence, the -- the question, | think,

t hat was asked previously, would it be appropriate to
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1 consi der the possibility of -- of valuing other value
2 streans, | would just submt to the Conm ssion that the
3 South Carolina Legislature just required all utilities in
4 that state to submt a revised avoi ded cost nethodol ogy
5 that does account for ancillary services, and so |
6 believe that filing will be forthcom ng soon from Duke
7 and may be worth taking a ook at it, and there nay be an
8 opportunity to take advantage of sone of those other --
9 t hose other value streans in a way that could nake
10 storage nore creative.
11 And just one final point is because the rate
12 structure is -- is not quite supportive, all of these
13 little aspects, they matter a | ot because it’s very nuch
14 on edge. And so a difference of a ranp rate of 5 percent
15 or 10 percent really does nmake a difference overall on
16  whether those resources can be cost effective.
17 COW SSI ONER M TCHELL: So just so |
18 understand, M. Norris, | nean, are you -- because, you
19 know, we -- we were tal king about the operational
20 limtations and paraneters that are set forth in the
21 protocol s, and you’ ve discussed the rate design that's
22 now at issue in the avoided cost docket. So is the rate
23 desi gn nore conducive to pairing storage with the sol ar
24 or -- | mean, what’s nore inportant, to the extent one is
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1 nore inportant than the other?
2 MR NORRIS: | think it’s difficult to say.
3 Certainly, the -- the fundanental rate structure, |
4 suppose you could argue, is the nost inportant on a
5 mar gi nal basis. And so, for exanple, the difference
6 certainly between the Sub 148 and Sub 158 capacity val ue,
7 and especially for those winter nornings, that -- that is
8 accretive, and so | think, you know, if you did see a
9 substanti al anount of CPRE procurenent in DEP, you
10 probably woul d see nore storage bids in Tranche 2, but,
11 again, especially in DEC because it’s so on edge
12 everything adds up, and | would say those -- those ranp
13 rate restrictions certainly do factor in.
14 COMWM SSI ONER M TCHELL: GCkay. GCkay. Thank
15 you. Just for the Public Staff, just very quickly. WII
16 you summarize the Public Staff’s position on -- on energy
17 storage at this point? | mean, you -- you all have
18 recommended now for -- for sone tine in this docket in
19 particul ar that the Conm ssion order the parties to
20 engage in discussion or workshopping. | nean, is that
21 still your recommendation? Can you just provide ne the
22 -- the specifics?
23 MR DODGE: Sure. |’'d be happy to. | nean, |
24  think the -- the dial ogue today kind of exenplifies
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1 there’s a lot of learning still going on in this, and |
2 think we’'re hearing information that’s been shared from
3 the UWilities today about some further eval uation that
4 they’'re nmaking of how the energy storage protocol my be
5 applied in -- in the future.
6 | think in general, we -- we don’t have the
7 expertise necessarily to comment on the reasonabl eness of
8 the ranp rates or the discharge w ndow specifically.
9 think we’ve tried to, through other dockets such as the
10 avoi ded cost docket, to find ways such as targeting
11 specific hours where the -- we’'re providing better price
12 signals that m ght incentivize storage or nake those --
13 those other nore attractive.
14 So I think we have tried to work, and -- and
15 whether it’s in interconnection or avoided cost, to find
16 ways to, to the extent storage can add val ue and provide
17 additional benefits to custoners, to nmake that possible.
18 W -- | think with regard to the stakehol der
19 process, | think we did recommend that |ast fall
20 initially for energy storage when energy storage protocol
21  was first being considered, and we did repeat that
22 recommendation in our March 22nd comrents. | think
23 there’'s -- there’s still a lot of, again, a |ot of
24 | earning going on and a lot of information that can be
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shar ed.

For Tranche 2, | think, again, there may be --
If things are noving on a tine franme that provides tine
for further discussions to take place on a Tranche 2
ener gy storage protocol and maybe sone further
I nformation sharing, it may be appropriate to limt it to
t hat purpose, but | think at sone point it -- it nakes
sense for this -- the questions of energy storage and the
val ue proposition that it provides to be nore broadly
consi dered by the Conm ssi on.

That wasn't quick. [|’'msorry.

COMWM SSI ONER BROWN- BLAND: Al right. W' ve
wor ked our way through three issues. W have one |eft.
|"’mgoing to take a break here in a mnute. Before we do
that, hearing no objection, we wll -- the Conmm ssion
wi |l allow Comm ssioner Patterson to read in the rest of
this technical conference that he was unavoi dably not
able to be here for the afternoon session. And | think
we W ll now take a brief break until 4:05, and then we'l|
take up the final issue on the dispatchable PPA. And M.
Judd, if -- if the other two gentlenen -- if you don’t
need them by your side, they're free to sit alittle nore
rel axed in the back, but |I don't think we're ready to | et

you | eave yet.
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(Recess taken from3:56 p.m to 4:06 p.m)

COW SSI ONER BROWN- BLAND:  We are so close, we
do not anticipate com ng back tomorrow. We still want to
end this by 5:30, if at all possible. Everybody bear --
or sooner -- and everybody please bear that in m nd.

So we’'re down to the fourth issue, which is the
reasonabl eness of the di spatchabl e PPA proposed by First
Sol ar for the purposes of the CPRE program And a little
bit different in this section. W’re going to start with
First Solar, and | believe they have a presentation for
us.

MR BREDDER: All right. Thank you very nuch.

Roger Bredder from First Solar. And as the Conmm ssi oner

I ndicated, I’"mgoing to tal k about the issue of
curtailnment. |’mactually not going to go through the
slides in light of where we are in the day. | want to

just hit a few points and let’s get into a di scussion
because | think it's a fairly, you know, neaty topic.
And, also, | think it fits really well wth
havi ng just gone through the storage issue, because the
way | really think about curtailnment and flexible solar
Is it’s a great internedi ate step before you even need
storage. |If you're operating these -- these assets in a

nore flexible way, it allows to resolve sone of the
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| ssues that M. Roberts was tal king about in terns of

t hi nki ng about solar as being this very inflexible asset
that |1’ve got to nanage around instead of the way we |ike
to flip it around and | ook at solar as saying it’'s the
nost flexi ble asset you have on your system because it
can ranp, it can load follow, it can dispatch up and down
faster than in any other asset, and so it’'s all these
capabilities, but if it’s under a nust take contract
construct, you lose all those -- all those benefits.

And so what we’re proposing is -- is basically
noving to a structure where you' re | ooking at a capacity
paynent rather than, you know, having a, you know, even a
limted curtail ment, which is what we have on -- on
Tranche 1. So when you have a 5 and a 10 percent
curtailnment rate, there’'s kind of two things that happen
wth that. One is, froma devel oper perspective, we
price in assumng that full right is going to be
utilized. So if Duke doesn’t end up needing 5 percent or
10 percent in the case of DEP, they essentially have
overpaid for sonething they didn't end up using to have
t hat opti on.

Conversely, it’s a 20-year contract, so was 5
and 10 percent the right nunbers? | nean, it’s -- you

know, people took a stab at what they thought they needed
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in flexibility, but it mght be right or wong 10 years
fromnow, right? So it doesn’'t have enough flexibility
I n our m nd.

When you nove to a capacity base structure,
what that introduces is the ability to nanage your system
much nore robustly, get, froma Duke perspective, the
conplete ability to act |like that asset is their own and
deci de when they need to -- toranp it. It allows them
to ranp down certain gas assets that otherw se they have
to keep on mn load. So froman em ssions perspective,
you’'re going to have | ower em ssions.

And, you know, the interesting thing -- and
this is a study folks haven't -- aren’'t famliar with it.
W did a study with Tanpa El ectric where we took their
system and | ooked at if they operated it with solar as a
must take, all the way down to a situation where it’s
conpletely flexible like we’re, you know, indicating here
like it’s as a capacity paynent, and what cane out of
that was the systemcost actually went down, not up, in
havi ng that conpletely flexible systemthat -- that they
could -- they could operate in -- in the best node.

So froma devel oper’s perspective, what that
does for us and why we’'re advocates of it, because it --

froma pure contracting perspective, as | nentioned, you
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know, we can handle the 5 or 10 percent, we just have to
gross up for it, so we can -- we can work around that.
But what we're after is in the long termif the Duke
system everybody's systemis going to be able to support
nore solar in their system having it in a flexible,
fully di spatchabl e way about doubl es the anount of sol ar
that you can support in the system before you, you know,
you' ve -- you've run into any curtail nent issues, and
that’ s even before having even to think about battery
st or age.

So there’s certainly, you know, an inportant
pl ace that batteries and storage play in the system but
we think coupling that with this, you know, kind of
I nternmedi ate step on the contracts of -- of having a nore
flexible contracting format in place, you can forestall
when you need batteries or Iimt the anount you need.
And, obviously, batteries are getting cheaper every year,
so if you can push back a few years when you need to
I ntroduce those, then, you know, they becone a better
| ong-term solution as you start to | ook down the road.

So that’'s -- that’'s basically the, you know,
the key points | just wanted to open up with to get the
conversati on going.

COMM SSI ONER BROMN- BLAND:  Al'l right. Thank
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you. Did Duke have a presentation on this issue?

MR, JOHNSON: We do.

COMM SSI ONER BROMN- BLAND: Al right. W'l
hear that at this tine. He needs his m c back.

MR. BREDDER  Yeah. Sorry.

MR, JOHANSON: My nane is David Johnson, again.
And so what | want to start with on the First Sol ar
proposal, the First Sol ar proposal, as conpared to the
Tranche 1 PPA, there’s two main differences. One is
pricing, the pricing structure and, two, the
di spatchability.

So for the Tranche 1 PPA structure, Duke has a
dollar per MM rate, and that's paid to the seller based
on the energy delivered, so that’s a very inportant fact.
Under the First Sol ar proposal, it’s a fixed price, so
you pay $1.00 per MW nmonth or kWnonth. |[It’'s a fixed
price. You know the capacity, so you know t he negawatts,
so you -- it’s a fixed paynent. And, of course, you --
they do have a -- the ability to apply a performance
standard and adjust the price or create a penalty if they
don’t deliver in accordance with a theoretical calcul ated
val ue.

The Tranche 1 PPA that we have, we have built

In there what we call dispatch down curtail nent, and
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we’ve built in there percentages based on anal ysis that
we’ ve done in house, taking into account how many
megawatts of solar that we have currently operating, how
much we are expecting to be operating in the future,
I ncluding CPRE, and we’ve run sensitivities on that. And
So we canme up -- we had |l ogic behind the 5 and 10 percent
di spatch down, and that’'s, of course, 5 and 10 percent of
the total estimated annual energy production.

MR, JUDD: Your slide is off.

MR JOHNSON: |I’'msorry. GCkay. The other
point I was going to make on Tranche 1 -- the Tranche 1
PPA is we've built in controls so that we can actually
send a signal. Based on the |anguage in the PPA we can
send a signal to the facility renotely fromthe operating
center, and it’s different fromwhat Sammy nentioned
earlier. So under the previous |arger negotiated
agreenents we have to nmake a phone call. Well, under
this we decided let’'s put the control |anguage in the
PPA.  So now we can -- you know, when the tine cones in
2021 or so, we can hopefully push a button and di spatch
that unit down, and when we need to nove it back up, we
sinply give that instruction.

And the last point |I’'ll nmake about Tranche 1 is

we felt like, as the I A has tal ked about, we felt |ike
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that Tranche 1 was successful in awardi ng approxi mately
600 bids, 600 MWV of bids, well under the AC avoi ded cost
cap.

So sone of the concerns we have with the First
Sol ar proposal, the fixed price paynent structure, that
-- we see that as shifting the risk from-- fromthe
devel oper, fromthe seller to the Duke custoner because
of the fixed priced nature, and you’'re -- and you're
using a theoretical value of energy to adjust the -- the
price. For instance, the risk of sun availability,
that’s all going to be borne by the Duke custoner instead
of by the seller. Under -- again, under the Tranche 1
PPA we pay based on what’'s delivered, so the seller has
that risk. Oher itens, equipnment degradation, that gets
| ocked in when you're tal king about a fixed price as far
as performance neasures, and then facility configuration.
So there’'s a nunber of issues that the risk shifts from
the seller to Duke custoners.

PPA performance neasures, | nentioned that just
alittle bit ago. Those would require continuous
nonitoring. You d be using theoretical calculations that
are, you know, conplex. They create cost, adm nistrative
-- nmore adm nistrative burden, and because you’'re using

t hese theoretical values, it’s going to create nore
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di sputes than I think what we have today under the PPA

The potential value of additional control or
di spatchability proposed by First Sol ar above the Tranche
1 levels that we have, that value, we think, is
uncertain. W think -- we question whether it’'s
necessary.

The di spatch down levels, as | nentioned
before, in Tranche 1 are based on analysis that we’ve
done and the needs that we've projected. And also the
control of the third-party facility for dispatch down is
allowed in Tranche 1 so, effectively, we can control the
facility. The only difference is we don’t put it on
automat ed generation control where it’s automatically
swi nging. What slide am | on here? Thank you.

The risk of fixed price. Froma recovery
st andpoi nt we do have sone risk in South Carolina in
whol esal e. Presumably, in North Carolina if we went
forward, we would get approval to include a fixed price
structure, but we do have other jurisdictions we'd have
to recover.

W' re not -- we’'re not clear at this point of
how we woul d apply the avoi ded cost cap for a fixed price
bid as -- which is required under House Bill 589. |

think I heard Roger nention earlier that storage was not
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1 consi dered under -- under this proposal, and one of the
2 conments we were going to make is we could not tell, but
3 I f you did have storage, you' d have to have separate
4 neasures. It would have to be separate, really, fromthe
5 solar facility.
6 And then lastly, our concern with full control,
7 | mentioned AGC or automated generation control, it’'s
8 wvery difficult with a solar facility. W typically use
9 coal -- coal units or conbined cycle or sinple cycle CT
10 gas units, and it’s very predictable sw nging up or down,
11  versus if you have a solar on automated generation
12 control, you nmay be able to predict it sw nging down at a
13 certain point, but the swi nging back up is unpredictable
14 because of sun. So we just think as conpared to what we
15 currently use that would be uncertain, nore uncertain.
16 So in conclusion, | would say our -- our
17 positions are the Tranche 1 PPAis tried and true. |It’'s
18 a tried and true nethod for procuring from sol ar
19 resources. It provides us wth what we need for dispatch
20 curtailnment, as we’'ve analyzed. It allows for control to
21 di spatch dowmn. W’ ve built in the controls in the PPA
22 The Tranche 1 results, as | nentioned, as well as
23 hi storical use of the sanme -- simlar PPA, proves
24  viability of the PPA structure. And as | nentioned
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before, the PPA price structure under the first solar
proposal shifts the risk fromthe devel oper to the Duke
cust omer .

And then the last point is we just think it’s
not advisable to test this conpletely new PPA structure
for a 600 MV conpetitive procurenent in Tranche 2.

That’s all ny comments. Thanks.

COW SSI ONER BROMWN- BLAND: M. Johnson, coul d
-- outside of this CPRE could you ever foresee the

di spat chabl e PPA structure or the ability to test it, see

if it can be proven? Can you -- can you See a scenario
li ke that? O does the overall, you know, summary of --
of your presentation nean you -- you never see that in

the future?

MR JOHNSON: Yeah. That's -- that’'s a good
question. The TECO study that First Solar provided as
part of their proposal, that had four different nodes of
di spatchability. The fourth one was -- the fourth being
the nost flexible, the automated generation control. The
third was a di spatch down option, which is what we have.
And that paper actually talks about |evels of -- of solar
generation being on the order, | think, of md to high 20
percent range, and | believe right now we’re at sonmewhere

around 4 percent, | think | heard.
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So if we got, you know, out -- out intine to
those kind of levels, then | would think we would
consider, but I just don't think we’re there yet.

COW SSI ONER BROMWN- BLAND: Al right. M.
McDowel | ?

MR, MCDOWELL: Yes. H . Steve McDowell with
Qperations. Mst of ny questions are going to be
directed to First Solar, and then | know M. Buffkin has
some in addition to this.

First Sol ar has made a case for the val ue of
flexible solar. Wuld you agree that sonme of that val ue
proposition is already provided for in the devel opnent of
avoi ded cost? The fact that solar production has zero
fuel cost and can provide capacity value is included in
t he avoi ded cost nethodol ogy; is that correct?

MR. BREDDER: Yeah. | -- | think, you know,
our agreenents are so nuch around, you know, that part of
the value system it’s nore geared around the operation
and the robustness of how the solar asset can be used in
the system

MR, MCDOWELL: Right. However, sone of that
val ue streamthat you’ ve just nentioned and di scussed and
offer insights fromcertain studies is not presently

accounted for in the avoided cost calculation; is that
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your position?

MR. BREDDER  Yeah. That's correct.

MR, MCDOWELL: Such as em ssions reductions,
ancillary services, frequency voltage, those are not
accounted for in avoided cost, and that is your position,
then, correct?

MR. BREDDER  Yeah. Those are increnental
values that aren’t fully captured unless you really can,
you know, fully operate the, you know, the plan at its
full capability.

MR MCDOWELL: So First Solar’s proposal, this
capacity based PPA structure, possibly relies on the
rates to be devel oped to properly represent all these

value streans; is that correct?

MR. BREDDER: You know, | don’t -- | don't
think that’s necessary to -- | nean, certainly, it’s
I nherent to -- to kind of what val ues, but we’'re not

| ooki ng for sonme increase to avoided cost to nmake this a
vi abl e concept at all. It’'s -- the only thing | would
say is, and what we’'re doing right nowwth the 5 and 10
percent dispatch, right, we're putting that in, and

I nherently everybody is pricing up and artificially
maki ng their price 5 or 10 percent higher, and they

shoul dn’t be burdened with that in conparing it to the
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avoi ded cost.

MR, MCDOWELL: Okay. Thank you. So as a
devel oper, does the proposal that First Solar has put
forth, does that proposal work for you if Duke were to
develop fixed rates without attenpting to val ue these
things |i ke em ssions reductions and ancillary services?
Does it work for First Solar as a devel oper?

MR, BREDDER It does.

MR, MCDOWELL: Okay. Are you famliar with
Duke’ s proposed integration service charge in the avoided
cost docket, E-100, Sub 1587

MR. BREDDER |'mnot personally. | don’'t know
i f others are.

MR VWHTE: | have famliarity with it.

MR, MCDOWELL: Ckay.

COMM SSI ONER BROMN- BLAND:  Wait a mnute. You
need the mc. Could you repeat?

MR VWH TE: Yes. Sone --

COW SSI ONER GRAY: Please pull the mc to you,

MR VWHTE: Yes. This is Andy Wiite with First
Solar. | have sone famliarity. Thank you.
MR MCDOWELL: So are you also aware that the

Public Staff and Duke filed earlier this week a
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Stipulation of Partial Settlenent regardi ng solar
I ntegration service charge?

MR VWHTE Yes. | was aware.

MR MCDOWELL: So let ne read from page 6 of
the Settlenent, as filed, “The Stipulating Parties agree
that it is appropriate to consider the ancillary services
cost of adding increnental solar and the potenti al
applicability of the integration services charged to
sol ar generations solicited in CPRE Tranche 2 and ot her
future CPRE tranches.” Do you accept that as an
appropriate statenent of what was in the Settl enent ?

MR WHTE 'l -- 1'll take your word for it.
| don’t have the Settlenent in front of me. Thank you.

MR, MCDOWELL: At a high level, | guess the
parties recognize that there is a real cost for
I ntegrating distributed generation. |n other words,
nonfl exi bl e di stributed generation creates additional
cost and system operation space. You accept that?

MR VWH TE: Could you repeat the question one
nore tinme, please?

MR MCDOWELL: So at a high level, | guess the
parties recognize that there is a real cost for
I ntegrating distributed generation. |n other words,

nonf |l exi bl e di stributed generation creates additional
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cost and system operations space.

MR WHI TE: Nonflexible resources that you
I ndi cate, yes, there would be additional cost, although
what we are proposing is to --

MR, MCDOWELL: Under st and.

MR WHITE: -- increase the flexibility of
t hose types of systens served.

MR, MCDOWELL: Yes. And so First Solar’s
proposal that pronotes fully dispatchable assets wl|
provi de system operations additional tools needed to
mnimze this inpact; is that a fair statenent?

MR VWHITE: | wouldn't necessarily characterize
It as mnimzing, but creating additional value streans
that -- that create -- enhance val ue, not necessarily
just to -- to mtigate sone of the -- the challenges that
you outl i ne.

MR, MCDOWELL: So this is a -- this is a value,
then, that Duke should recognize in devel oping fixed cost
rates required for First Solar’s proposal ?

MR VWH TE: That’'s why we’'re here today, is to
consi der that very -- that very proposition.

MR MCDOWELL: But you also said that those
addi ti onal value streans didn't have to be recogni zed for

this to make sense for First Solar. Your proposal works
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Wi th or without those; is that correct?

MR VWH TE: That’'s correct, yes.

MR, MCDOWELL: Okay. First Solar’s position
as stated on page 6 of your comments, is that

"Dispatching utility-scale solar can provi de neasurabl e

system cost savings." |Is the dispatch that you're
referring to -- and this nmay have been addressed in the
comrents from Duke earlier. |Is the dispatch that you are

referring to different than that provided for in the PPAs
associ ated wth CPRE Tranche 1 projects?

MR VWHTE I'msorry. |I'mgoing to have to
ask you to ask that question one nore tine --

MR, MCDOWELL: Ckay.

MR VWH TE: -- because | was referencing page

MR MCDOWELL: So page 6 --

MR. VWH TE: Thank you. Uh- huh.

MR MCDOWELL: ~-- it says, and | quote,
“Dispatching utility-scale solar can provi de neasurabl e
system cost savi ngs.”

MR WHTE: Geat. So | was reading -- reading
the previous statenent, so now that |’'ve found ny
pl ace --

MR, MCDOWELL: Ckay.
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1 MR WHTE: =-- if |I could have you refrane the
2 question, please.

3 MR MCDOWELL: So then the question is, is the
4 di spatch that you' re referring to different than that

5 provided for in the PPAs associated with CPRE Tranche 1
6 proj ects?

7 MR VWHTE: The -- the dispatch is -- is

8 different than what’'s provided for in -- in the Tranche
9 1, correct.

10 MR, MCDOWELL: Can you speak to that, and

11 especially if it reinforces what conments were nade

12 earlier by Duke?

13 MR VWH TE: Sure. Roger, do you want to

14  address that?

15 MR. BREDDER  Yeah. [It’'s just, you know, what
16 we're advocating is a -- a fully dispatchabl e approach
17 where you're not -- have a hard stop at 5 percent. |If
18 Duke had a particul ar wi ndow where they needed 7 percent,
19 they could go to 7 percent because it -- it optim zed,
20 you know, the cost of the system because we're really
21 | ooki ng at the overall reduction of the cost of the

22 systemrather than a single plan because that’s

23 ultimately the goal.

24 MR MCDOWELL: So |let ne probe that just a

North Carolina Utilities Commission

OFFICIAL COPY

Jun 10 2019



E-2, Sub 1159 and E-7, Sub 1156 Technical Conference Page: 123

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

little bit further relative to the actual hardware and
software. First Solar states on page 5 of its comments
that “Di spatchable contracting structures for utility-
scale solar facilities are possible due to advances in
technical capabilities of utility-scale solar contro
technology.” And then it goes on to say “Uility-scale
sol ar devel opers are increasingly including these
technologies in their projects today.” Are you with ne
t here?

MR BREDDER: Correct.

MR, MCDOWELL: Okay. So in that the PPAs
associated with Tranche 1 include provisions for -- for
the projects to immediately and fully conply with al
system operator instructions, does this suggest that the
technol ogi es you are referring to are al ready necessary
to the CPRE Tranche 1 projects?

MR. BREDDER: Yeah. | can’t speak to how
vari ous devel opers are going to achi eve that requirenent.
| can tell you froma First Solar perspective even
w t hout those requirenents, every plant that we build,
you know, has a -- a SCADA and a plant controller that
provi de that whol e robust capability that you d have on
any thermal asset in the -- in the system

VR. MCDOWELL: Does Duke understand there to be
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sonet hing additional to support what First Solar was
proposing in terns of its dispatchability different than
Is required in CPRE Tranche 17

MR JOHNSON: Qur understanding is that the
First Solar proposal includes a full, flexible AGC,
aut omat ed generation control, where you would sinply put
the unit on automation and it would follow your | oad.

And we do that currently with our coal units and gas
units. And -- and ny point before was that’s very
reliable, whereas if you do it with a solar facility, you
don’'t know if you re going to be able to swi ng because
you don’t know when the sun fromnonent to nonent is
going to be out or in.

MR, MCDOWELL: Do you have that capability with
the projects that will be devel oped, the w nning projects
from CPRE Tranche 1?

MR JOHANSON: No. We were -- we were not --
our plan is not to put those projects on AGC. It’s
sinply to, as Roger nentioned, to use the plant
controller, and we have requirenents built into the PPA
where we can actually control the facilities through the
pl ant controller fromour operating center and send
nessages, send orders to dispatch down. And what | --

what | nean by that, you can -- you can reduce about 10
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percent, 20 percent, you know, whatever you want to do,
or you can go all the way down, turn it all the way off.
Currently, that’s our node, is on or off, but under CPRE
we can turn it down with this logic, but you ve got to
give the order. You' ve got to give an order to go down,
then you've got to give an order to go up renotely.

MR, MCDOWELL: So do you require something
additional at your plants if you' re a w nning bid under
your proposal than Tranche 17

MR. BREDDER: No. Absolutely not. And we've
got a -- a study that we did with NREL that speaks, you
know, quite a ot to this point, where they asked us to
| oad foll ow and showed how a sol ar plant could precisely
foll ow much nore accurately than any thermal plant could
a | oad dispatch profile, frequency control, sane thing.
You know, our plant actually in California had the
capability, and the Uility said don't need you to do
that, so we sat back wwth the full capability.

And then they had a systemof instability
because one of their nuclear plants -- because they said
we’'ve got this big nuclear plant on the line, we don't
need you guys, they actually called us up and said turn
It on, we need you to do this, and we were able to

conpletely stabilize the line for them So it’'s -- it’s
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an interesting study. |If you haven’t gotten hold of it,

|’ m happy to provide it for everybody.

MR MCDOWELL: | think it’'s attached to your
attached to your -- to your filing, yes. To enable the
proposal offered by First Solar, Duke will have to

determ ne the conponents of fixed rate, including energy,
capacity, and any other value streans you can agree to?

MR, BREDDER: Well, | think, yeah. | think
froma CPRE 2 process they would sinply val ue based on
the -- on the bid price and conpare it to avoi ded cost.

MR MCDOWELL: So in Duke defining what that
fixed rate would have to be to establish that, the
Utility would have to nake sone assunptions relative to
t he energy output, how they would actually dispatch it,
how many negawatt hours there would be associated with
that plant? Oherw se, sonebody gets too nuch or
sonebody gets too little, right?

MR BREDDER: Well, | think you'd -- you d | ook
at it as fully, you know, the full output of the plant,
just like when you're putting a, you know, a gas plant or
sone other asset in rate base.

MR, MCDOWELL: But to -- to determne the fixed
rate that you' re asking for, they wouldn’t necessarily

calculate a fixed rate and be paying for, say, energy
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that wasn’t being provided for.

MR. BREDDER: Well, they'd be -- they’' d be
maki ng a capacity paynent. That would be just a fixed
capacity paynent, and then it would be subject to
adjustnent, to the extent that the plant either failed to
performas it was supposed to in terns of dispatch or
just didn’'t have the capability that it said it -- it
had. So if it had a, you know, 100 MW capacity and you
ran a test and it didn’t have that capacity, then there
woul d be a -- a discounting to the -- to the capacity
paynment. So it would work from ki nd of deducts --

MR, MCDOWELL: Ckay.

MR. BREDDER: -- rather than --

MR MCDOWELL: Right. Thank you. Let ne get
Duke to respond to the sane question about cal cul ating of
fi xed cost based on this proposal. Do you think that you
have to sonehow assunme nodel a certain dispatch of those
units in order to get a proper assessnent of what fixed
rate shoul d be?

MR. SNIDER: G en Snider. |'mDrector of
Resource Pl anning and Anal ytics, heavily involved in our
avoi ded cost IRPs. Yeah. You would absolutely -- |1
mean, what you're really looking at is if you' re not

going to get full energy output for various reasons, it
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coul d be, you know, soil age, degradation, snow cover,

cl oud cover, you need to use it to curtail because you
start getting a | ot of solar on the system and you have
t hese LRCL issues.

If you' re paying a fixed capacity paynent on
one hand that assunmes you' re getting full output as
though it’'s capacity, but then only getting, let’s say,
70 or 80 percent of that in the energy that was used to
derive the fix capacity paynent, you' re, in essence,
over payi ng the avoi ded cost value that you assuned when
you established that fixed paynment. So for 20 years you
live with that fixed paynent, irrespective of the output,
and how the output of that unit perforns is subject to so
many factors that were listed in these presentations,
that you' re then going to have to sit and try and
litigate for the next 20 years as to was this a natura
occurrence that the custoner should bear or was this the
mar ket participants’ issue that they should bear. And so
you can spend the next 20 years litigating that or you
can just pay for the negawatt hours you get.

And, you know, | think it's inportant to note
that that's -- the structure in Tranche 1 does that, and
| think Tranche 2 it's the way we’re providing as well.

W’'re also going to even nore granul ar avoi ded cost. |If
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you think about the direction | heard this norning from
the previous Order out of the Commssion, it's let’'s get
nore granular. Let’s not have three price buckets.

Let’ s have nore granul ar price buckets. Now we're going
to go backwards. W’re going to have a single price
bucket, and it’s not even a price bucket per negawatt
hour. It’s just pay nme $1.00 per nonth whether | deliver
or not.

That just, as Dave poi nted out, pushes all that
risk to the consuners for a two-decade period. W just
don't think that that’s a good risk/reward bal ance or the
direction that, you know, the Comm ssion established in

148 that the parties talked to today about getting nore

granul ar.

MR MCDOWELL: | think that’'s all the questions
| have.

MR. BREDDER  Speak to that last -- |ast point.
Just to -- to be clear, we’'re not saying you get paid no

matter what you do. There's adjustnents that occur, so
that -- and this is done, you know -- you know, across
the board. | nean, if you | ook at every thermal plant,
how it’s contracted historically, you have an energy
paynent and a capacity paynent. Solar is actually the

outlier that we nove to this pure energy paynent
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structure, and that’'s just sinply because there’s no fuel
cost, soit -- it noved that direction.

But, you know, what we’re suggesting here is no
different than any PPA that utilities all over the
country have been executing for many, nmany years with a
capacity and energy paynent. And then obviously, you
know, criteria that holds you, that you' ve got the
capability to do what you said you were going to do.

MR VWH TE: And, again, this is Andy Wiite with

First Solar. And | would also kind of redirect or -- or
sort of recharacterize or -- or correct the
characterization of -- of the PPA structure that was

before by -- by M. Snider, where, you know, if there are

certain -- certain circunstances that cause the facility
to -- to degrade as -- as not expected or -- or there are
certain -- certain soilage, et cetera, that’s where we're

proposing to shift froman energy only nodel to that
where -- where the accuracy of the output and the
availability is key here and neasuring the -- the
availability of the facility. And we’ve included a
nunber of -- nunber of netrics to nake sure that -- that
the pure neasure of the -- of the facility is not its
ability just to -- to put energy on the system but its

-- but its true capacity.
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And so there is -- there is both a neasure of
the theoretical energy output of the facility and also a
mechani sm by which the Utility can true that up on the
Uility's demand at certain points, |I think, with two or
three days’ notice as called for in the PPA. So | -- |
woul d take -- | would kind of recharacterize how you --
how you put forward the -- the PPA as -- as having these
-- these certain scenarios that would result in a | esser
degree of output fromthe facility that would then be,
you know, inputed upon the -- the consuner. W -- we
have i ncl uded those provisions to account for -- prep for
that and allow for the Utility to -- to call on the IPP
to be able to -- to nake sure that, you know, we’'re
delivering as required by the contract.

MR. SNIDER: So, you know, we’ve structured
deals like this for, you know, a |lot of years with gas,
but you're not trying to differentiate there. It’'s --
it’s the sanme issue that -- that we tal ked about earlier.
It’s a known quantity, and so you neasure conmerci al
availability based on 200 -- let’s say a 200 MW CT, they
guarantee you 200 MNV24/7, with a small w ndow for
mai nt enance outages. You then neasure conmercia
availability and say did you earn that capacity paynent.

You' re not trying to delineate with that CT, well, how
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much of the CT wasn’t there due to cloud cover versus

mai nt enance, how nmuch was soil age versus mai nt enance, how
much was degradation, how nuch was this, was that? It is
sinply you' re commercially avail abl e and di spat chabl e
with a known quantity. That’'s why it’'s called a capacity
paynent, because you' re there with a known quantity.

No matter how many controls you put on a sol ar
facility, it’s still an intermttent facility. W’'IlIl see
one day 500 MWon the system the next day 2,000. That’s
not capacity. That's non-firmenergy. And it has val ue.
| mean, non-firmenergy, that’s why we have an avoi ded
cost that specifies the value of non-firmenergy, but it
IS not a capacity dispatchable resource that you can
depend upon for AGC because if | need 2,000 MNtonorrow
and it’s going to be cloudy, I'"'monly going to get 500
MV and so that’s very different than 2,000 MV of CT
where |’ mpaying a fixed price because they're
guar ant eei ng ne 2, 000.

So what this contract does do is it says, yeah,
If we don't -- if our panels break or sonething, we’ll
fix them and that outage is on us. But you're having to
delineate was it -- did you have, you know, 30 of your
panels out or was it just cloudy, and then we’'re going to

do a theoretical calculation to try and figure out what
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was panel performance versus what was cl oud cover to see
what portion of that fixed paynment you got, and we're
going to do that for 20 years. That’'s a -- you know, |
structured deals for 10 years prior to being in the IRP,
you know, group, and |I’ve never seen a non-firm energy
product in ny 10 years of doing that receive a fixed
nonthly capacity paynment. So to say this is standard is
conpari ng appl es and oranges.

COW SSI ONER BROMWN- BLAND: What -- what do you
say, M. Snider, to the, you know, the nust take versus
the flexibility? Is it -- is there not a savings or a
benefit?

MR SNIDER: No. | think what's really
I nportant for the Conm ssion to understand when you start
| ooking at the studies, I'll take a little dispute with
It actually provides nore value. Al these high |evels
of penetration is what causes the need for the additiona
ancillaries. So if | didn't first have the need, |
woul dn’t need the AGC to help control it. So what we're
saying is at high, high, high levels, 15, 20 percent,
you're going to need to have active control just to be
able to have a stable system But it would have been
cheaper, froma systens operations perspective, not to

have all that intermttency in the first place, so you
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are helping to mtigate the intermttency?

It’s not a solution that is better -- you know,
even though they can respond faster, you're creating the
I ssue in the first place that you then have to sol ve.
And, yes, it does mtigate it. And it’s inportant to
note that we can do it today. W’re not limted to 5 or
10 percent in these contracts. | want to be very clear.
It’s just we have to pay custoners, if we go to 12
percent, have to pay for that extra 2 percent. Well, in
this exanple they’'re paying for it -- whether you use it
or not, you' re paying a fixed capacity paynent that would
I ncl ude a value streamfor that. W can do that today
under the existing contracts. W can curtail 15 percent
of the tine. W just conpensate the extra 5 percent.
That gets you to the sanme place you are with the fixed
energy paynment w thout all of these theoretica
cal cul ations for 20 years.

And it also sends, you know, these nuch nore
di screte price signals to say here’s when, you know,
capacity and energy have different price values. And
we’'re going to get alot into that, I'msure, in the --
In the 158 proceedi ng, but we’ve gone fromthree price
periods to nine under the Stipulation to -- to provide,

you know, a very specific, nore granular price signal.
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This is two big steps in the opposite direction where it
doesn’t matter when in the day you produce because you' re
just getting a fixed paynent.

So if we have nine price buckets and you say
you’'re going to produce in the nost high period hours
because you're going to figure sone way, well, now |I've
got to contractually figure out how to guarantee not only
total energy, but you need this nuch in this bucket, this
much in this, and this much in this, whereas, if we just
price avoi ded cost that way, you're delivering those
hours, you get paid high dollars in the high hours, |ess
dollars in the | ower value hours, and you're right at
your, you know, your avoided cost. And now we’'re going
to try and contractual ly, you know, engineer that in, you
know, hundreds of pages of contract that you' ve got to
live with for 20 years. It just does not seem-- |’ve
never seen it on a non-firmenergy resource be a
successful way to contract.

COMWM SSI ONER BROMN- BLAND:  Al'l right. Does
Commi ssion Staff have questions?

MR BUFFKIN. | do.

COMW SSI ONER BROMWN- BLAND:  Be m ndful of the
time, please.

MR BUFFKIN. Yes, ma'am So you all, First
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Solar, were in the roomearlier when we were talking
about the energy storage protocol and | asked for the
folks here to offer sonme views on what exactly the
hal | mar ks are of conmercial reasonabl eness, and you al
argue that your PPA is reasonable and conplies with House
Bill 589 so you didn't weigh in at that tinme. Do you
have any thoughts on what -- what the Conmm ssion should

| ook for to determ ne whether a proposal is reasonabl e?

MR. BREDDER: Reasonable with respect to
storage or. ..

MR, BUFFKIN. No. \Wether it ought to be
approved. W heard things like -- |ike Duke suggested do
other utilities do it, is it accepted in the narketpl ace,
was it successful in -- was it accepted in Tranche 1?
These were sone of the factors that these fol ks suggested
that the Comm ssion weigh in determ ni ng whether or not
this is a reasonable proposal. D d they |eave anything
out? Do you agree? Wat's -- what's the standard we
shoul d be applying here?

MR. BREDDER: For overall just reasonabl eness
of contract. |’'msorry.

MR, BUFFKI N Uh-huh. That’'s right.

MR. BREDDER  Yeah. | think you -- you know,

there’s obviously -- you've got to | ook at the whol e set
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of facts of -- of, you know, is it producing the | owest
cost result for the -- for the consunmer, you know, the
envi ronnental aspects of is it, you know, providing, you
know, benefits on -- on that end? You know, | think

t hose are. ..

MR, BUFFKIN. Ckay. Those in addition to the
ot her things we discussed earlier?

MR. BREDDER: Yes.

MR, BUFFKIN:  Thank you. | understood your
argunent about the di spatchabl e PPA being consistent with
62-110.8(b), the provision that requires providing the
Uility the right to dispatch and control the facility.
What about the other goals of the CPRE statute, for
exanpl e, cost effectiveness, diversification of the
| ocation and distributed resources, and reliably neeting
t he needs of the electric consuners?

MR. BREDDER: Yeah. | think, you know,
| ocationally it should not, you know, really change what
happens. That’'s kind of a neutral. But, you know, with
the other aspects | think it has a positive, you know,
| npact on -- on those.

MR, BUFFKIN: Al right. And m ght there be
periods of tinme -- under this dispatchable PPA m ght

there be periods of tinme when the UWility has to pay you
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all a pay -- excuse ne -- pay the renewabl e generator in
t he absence of any energy being delivered to the UWility?

MR. BREDDER  Yeah. | nean, that’'s the whole
point of making it dispatchable. Now, the reality is
solar is the cheapest resource on the system so a |lot of
this is theoretical, that you really shouldn’'t be needi ng
to curtail. Really, kind of the irony of the -- the --
the TECO study is by having the flexibility, you actually
use it less. It’s just inherently know ng that you' ve
got that capability that you use it.

In terns of operationally, | think what the
TECO study showed is these solar assets were, in fact,
not getting curtailed, so, you know, a | ot of the
concerns around all these cal cul ations, you know, those
are really on the margin that they need to -- need to
happen. The nobst part of the energy is just going to be
call ed on, you know, whenever it’s avail able.

MR BUFFKIN. Okay. So | think you said, yes,
there’'s tine periods when the Uility is going to pay the
renewabl e generator even though energy isn't delivered.

MR. BREDDER  Ri ght, which would be --

MR, BUFFKIN: |Is that consistent with House
Bill 5897

MR. BREDDER: You know, | -- | -- what |I’'d say
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Is it’s consistent with any other asset that gets rate
based, right, that -- that, you know, when a plant gets
added to the system you have a peaker. The peaker
probably is only going to, you know, see, depending on
the, you know, the -- the | oad scenario, maybe 40 or 50
percent | oad.

MR VWH TE: And, also, to -- to add -- again,

this is Andy White with First Solar. One of the -- you

know, not -- not to |lose sight of -- of one of the key
el ements of what | would contend of -- of 589’ s
| egi sl ative directive was that the -- that the renewabl e

assets could be operated as though they were owned by --
by the Uility thensel ves and to the hi ghest degree of

operational flexibility that could be afforded to the

Uility, and -- and that’s specifically called out in the
| egislation. | think that that’s a key conponent of --
of sort of evaluating the -- the effectiveness of -- of
the -- of a PPA, as you suggest, you know, sone of the

vari ous netrics.

| would al so include, because it goes back to
your prior question as well, where it’'s -- evaluating
where it’s also deployed, | would -- would recognize we
did point out sone exanples as to where this type of

contracting nodel is in place elsewhere in the US so
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this would not be a wholly new concept overall in terns
of US energy policy here. W have -- we have seen it --
this deployed in Hawaii, for exanple, as well to a
different, but a simlar -- simlar nmeans in Nevada as
wel | .

MR, BUFFKIN: So let’'s talk about that a little
bit. Are there practical differences with how the
el ectric systemis operated in Hawaii and -- and in sone
of those other places that were in organi zed markets that
t he Comm ssion should -- should the Conmm ssion take that
I nto consideration in review ng this dispatchabl e PPA?
MR. BREDDER  Each -- each market has to be
anal yzed, you know, given its distinct characteristics.

You know, Hawaii has obviously an island or several

I slands, as -- as was pointed out, has sone uni que
challenges to it. | think what we can do is we can |earn
fromsone of the jurisdictions, you know, |ike

California, that have had nmuch higher |evels of solar
penetration in trying to get ready for what’'s going to
happen next because, you know, to the point of you can
say, okay, let’s wait until we get to that point when
we’ ve got, you know, 15 or 20 percent energy, you know,
penetration of -- of renewables on our system before,

then we’ve got to do sonething. It’s really hard to play
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1  catchup.
2 It’s -- it’s nmuch better to junp in early on
3 and lay the foundation so you have a robust flexibility
4 that, you know, as you nove up to those |levels, which
5 I nherently | think we wll, whether through the flexible
6 sol ar storage getting added, our systemis noving
7 directionally, that it’s going to be 25, it’s going to be
8 50 percent renewable, a |ot of the challenges | know you
9 guys are going to have to deal with, you' re pointing up,
10 you know, are the reality of -- of where the econom cs
11 are going to drive utility systens over the next, you
12 know, 10, 15 years.
13 MR, BUFFKIN. Ckay. So Duke says it’s unclear
14 If First Solar’s proposal addresses solar plus storage.
15 Can you help nme clarify that? Does -- this dispatchable
16 PPA coul d be used in the absence of storage with a sol ar
17 PV facility only, or wwth solar PV plus storage only, or
18 bot h?
19 MR. BREDDER  Yeah. You can -- you can work in
20 the sane concepts that -- in the -- in the mark-up we
21 provided it was really just marking up the PV only
22 contract, but the sanme concepts, and to sone extent nore
23 so, work with storage where we’ve seen a nunber of
24  jurisdictions go to a capacity paynent for storage,
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because i nherently on storage, once again, over the next
20, 30 years where that peak | oad noves and all that,
It’s going to change around.

If it’s a capacity paynent, the Uility can use
that asset and that storage capability to precisely match
what they need as opposed to in Arizona they went with an
approach that was a targeted paynment structure. You got
paid a bunch nore noney if you provided power in certain
periods of tinme. And, you know, it’s an el egant sol ution
because it -- it tells people exactly what problem
they're trying to solve, but the problemthey’'re trying
to solve today mght be a different problem 10 years from
now, and the system has been designed so that it only
prices up power in certain periods when the Uility may
be saying, oh, that’s not the right period I’ m sol ving
for anynore. They've got to go renegotiate that contract
I f that happens.

MR, BUFFKIN. Ckay. Now, |’'ve -- |’ve got your
mar k-up here in front of nme, and it | ooks |ike you did
not update Exhibit 10, the energy storage protocol.

MR BREDDER: W did not. W really wanted to
use this to get the conversation going on this topic and,
you know, given, you know, given the conplexity of -- of

I ntroduci ng, we thought that the first place to start was
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to just mark up the, you know, the contract itself and --
and ki nd of show what sorts of changes woul d be needed to
be made.

MR. BUFFKIN. That being the case, if the
Comm ssion wanted to approve this contract, could it do
that since it’'s essentially inconplete?

MR. BREDDER | -- | think there would need to
be sonme, you know, review and di scussi on anong the
parties and, you know, it's -- it’s -- it’s basically,
you know, it's -- it’s -- it’s a beta in terns of, you
know, introducing the concept of what it would |ook |ike.
And | would think that fol ks would want to, as you say,

I ncl ude storage and -- and -- and give it a simlar, you
know, treatnent.

MR, BUFFKIN.  Final question, do you agree with
the characterization that the dispatchable PPA shifts
risk fromthe i ndependent power producer to the Uility’s
cust onmer s?

MR, BREDDER: No. You know, | think it cones
down to putting the right checks and bal ances in the
contract structure so that the, you know, owner/operator
I's being held to the sane, you know, |evel standard that
you -- you'd expect to performor be able to perform W

do all these things inherently in our plants because we
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need to nodel 8760s. W need to know how nuch energy we
have. W need to understand degradation. All these

t hi ngs, we have plant nodels and systens that -- that we
al ready do.

So, you know, is it conplex? | take the point,
absolutely, there’'s -- there’s nore conplexity, but in
our view, the long-termbenefits of doing it outweigh
taking on the brain damage right nowto -- to put those
provisions in place that create the right checks and
bal ances.

MR, BUFFKIN:  Thank you.

COW SSI ONER BROWN- BLAND:  Conmi ssi oner
Mtchel | ?

COW SSI ONER M TCHELL: Has the Public Staff
had an opportunity to review this proposal and devel op a
position or any recomendations?

MR, DODGE: Yes. Thank you, Comm ssi oner
Mtchell. So | think we -- we have just had a few
di scussions about this. W haven't | ooked deeply. W
have nmet wth First Sol ar on one occasi on and wal ked
t hrough this presentation, and they answered sone
guestions as well, and it’s -- it’s been a hel pful
di scussion. | think we do agree that the dispatchable

PPA approach proposed by First Solar is arguably nore
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consistent with the | anguage in House 589 in that it does
seek to allowthe Uility the right to dispatch, own, and
control the facility in the sane manner as the Uility’'s
own generating resources.

It’s not just conparing it to the Uility s own
sol ar generating resources, but the Utility s other
resources, nmaybe, you know, peaker plants or other things
that the -- the UWility would be receiving certain types
of benefits from And so | think we think that that
aspect of it has nerit.

It does require a high |evel of coordination,

t hough, between the Utilities. W'’ve heard about sone of

the -- the coordination, both -- sone technica
chall enges that -- that nmay need to be addressed. | know
t here have been sone di scussions maybe of -- recently of

sone attenpts to put solar facilities in North Carolina
on sone type of automatic control systemthat have maybe
not been as successful as hoped, so | think there s sone
-- I'"’mnot sure if M. Roberts or nmaybe M. Metz from --
M. Metz, if you want to address that.

MR, METZ: Good day. Dustin Metz of the Public
Staff. As we're neeting wth the Conpany as they host
t he TRSG neetings, the Technical Review Standards G oup,

there was general conversations brought in the | ast TRSG
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neeting where their conpany is trying to roll out and

I ncorporate AGC |ike controls. | wouldn't go as far as
AGC. They're nore |looking at putting on a plant conputer
on the front-end conponent and | ooking at nore of an
automati on systemto do di spatch down w thout the need of
pi cking up the tel ephone call.

Sone of the conversations that were at | east
echoed through the TRSG neeting, that the Uility, even
though it’s in its infant stage, are having sone
difficulties in incorporating that technol ogy. Most
notably, | think one of themwas dealing with nultiple
I nverters. As we roll forward, as you have a
conmuni cation protocol going to different inverters,
well, the Uility has to have -- maintain their
cybersecurity, so they have to go through their buffer
prograns, but when you | ook at depl oyed across the fleet,
wel |, every plant controller has to talk to a different
I nverter manufacturer. Sone of themare just different
conmuni cation protocols. And that creates uni que
chal | enges.

MR, ROBERTS: May | make a statenent?

COW SSI ONER BROMN- BLAND:  Just a minute. M.
Metz, what kind of neeting was that you were saying?

Coul d you spell it out?
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MR. METZ: Technical -- Technical Review
St andards G oup, as we tal ked about in the NCIP
proceeding. | believe M. WIlIlianson had testified on
that, that basically it’s a stakehol der group that Duke
Energy hosts about every quarter, and we bring up general
topics at it at an engineering level. No |awers
al | owned.

COMWM SSI ONER BROMAN- BLAND:  Al'l right.

MR METZ: Just trying to work through the
system

COMW SSI ONER BROMWN- BLAND: M. Dodge, were you
conplete with -- with that answer to Conm ssi oner
Mtchell’s question?

MR DODGE: | -- 1 had a few other points, but
| didn"t knowif M. -- if you wanted to let M. Roberts
address the question of these recent discussion or...

COW SSI ONER BROMN- BLAND: M. Roberts, you
want to go now or you want to hear the rest of what M.
Dodge has to say?

MR ROBERTS: 1’ll go ahead and nake a
statenent for the record.

COMWM SSI ONER BROMWN- BLAND:  All right. Go
ahead.

MR. ROBERTS: Sammy Roberts, Duke Energy. So |
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just wanted to nake a statenent that we haven't seen the
need to put DEP on solar on a AGC-1ike control, so -- |
mean, one thing that concerns ne from an operational
perspective is if you issue autonmated di spatch down, and
then you want to -- you need it to cone back up to ful
power or cloud cover has cone over, you're not -- it’'s
not truly a dispatchable resource, so just wanted to nmake
that statenent for the record.

COW SSI ONER BROAN- BLAND:  Al'l right. M.

Dodge.

MR DODGE: And -- and | would just agree with
M. Roberts in that it’s not what | would consider a -- a
di spatchabl e resource. | -- | think part of this nodel

Is kind of just maintaining it in sone steady kind of

strategic curtail nment, whether -- and building in sone
foot roomor head roomthat allows the -- the systemto
operate in a nore flexible fashion. It certainly does, |

t hi nk, have the potential to provide flexibility.

From a consuner protection perspective, | think
we wanted to al so nake a point that, you know, there’'s
tal k about shifting risk because it provides rate
certainty, revenue certainty to the project devel oper,
but it -- and may shift sone of that to custoners, so we

certainly have an interest in ensuring that the system
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once -- if the UWilities and the project devel oper were
to agree to a dispatchabl e PPA along these |ines, that
the system does then end up operating in the npbst cost
effective fashion and that it's operating in the way that
It was designed to when it was sel ected through the
process.

So there are sone -- you know, there nay be
some incentive for the -- reduced incentive for that
systemto operate as efficiently as m ght be provided
through a -- kind of a nust-take PPA paid on a per
megawatt hour basis. And so while there are perfornmance
metrics that are included in there, going back and doi ng
sone of that analysis fromthe, you know, theoretica
output to the actual production does require a |lot of
coordi nati on.

So | think there’s a lot of -- | nean, it has
sone nerit, but there’'s sone -- sone aspects of it that |
think need to be further evaluated and fl eshed out, you
know, where in terns of if the Conm ssion were to
consider noving forward with sonething along the Iines of
a di spatchabl e PPA nodel like this, maybe -- it may nake
sense to do it on a nore limted scale. So whether
that’ s through sone kind of pilot or sone smaller carve-

out or sonething fromthe CPRE process to allocate sone

North Carolina Utilities Commission

OFFICIAL COPY

Jun 10 2019



E-2, Sub 1159 and E-7, Sub 1156 Technical Conference Page: 150

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

portion and -- and take a | ook at how that perforns
relative to a nust-take PPA

| know -- we spoke to the | ndependent
Adm ni strator about this nodel as well, and there nay be,
you know, may -- it’'s hard -- it may be harder to conpare
di fferent kinds of nodels or different kinds of PPAs.
You know, if you start having nultiple pro form PPAs,
that you -- you're not -- you' re not providing quite as
sinpl e a process.

So those are our main -- main points that we
want ed to address.

COW SSI ONER BROWN- BLAND:  Limted in scale and
limted in length of the contract?

MR DODGE: Well, if it’'s -- if it’s under
CPRE, it would be a 20 -- 20-year term so if it’s under
that purpose. |If it’s under sone other than -- you know,
outside of CPRE, then a different term nmay be eval uat ed.

COMWM SSI ONER BROMN- BLAND:  Al'l right.
Conmi ssioner Mtchell? No nore? Conm ssioner
Clodfelter.

COMW SSI ONER CLODFELTER: Thank you. M.
Dodge’ s comments and remarks saved ne a | ot of Q and A,
so thank you for that. So |I just have a couple -- couple

things in there. Because of your hel pful comrents, nost
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of what | got are comrents rather than questions, but |
-- | want to ask the First Solar folks, it strikes ne
that -- and | understand you, that you think this is --
t he val ue proposition works here for solar wthout
storage, but it strikes ne that an awful |ot of the
system benefits value cones if this is applied to sol ar
pl us storage, that the value proposition is nuch, mnuch
greater on a systembasis. Wuld you agree with that?

MR. BREDDER  Yeah. | think our -- our viewis
there is value --

COW SSI ONER CLODFELTER: It -- it works
W t hout storage, but -- but would you agree with ne that
If -- if this is applied, this concept is applied to
sol ar plus storage, the value -- system val ues are nuch,
much greater?

MR. BREDDER: That ultimately it -- | guess the
way |’'d phrase it is | think it -- it -- first of all,
forestalls when you need storage --

COW SSI ONER CLODFELTER:  Ri ght.

MR, BREDDER: -- but ultimately when you get to
storage --

COW SSI ONER CLODFELTER:  Ri ght.

MR BREDDER: -- it absolutely becones a -- a

much better solution than w thout having a capacity based
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al ternative.

COMM SSI ONER CLODFELTER:  All right. The | ast
thing is a couple of observations, and -- and j ust
really, I'’mnot sure that for sonme of the practica
reasons that the parties have discussed we're quite ready
for full rollout of this or full adoption of this. Maybe
what M. Dodge suggests is -- is sonething the Comm ssion
can di scuss and consider. But -- but I want to make a
coupl e of observations.

The CPRE statute is a capacity procurenent
program It is not an energy purchase program There
are sone conpensation structures in here that are keyed
off of the anmount of energy delivered, but it is not a
program for the purchase of nust-take energy. It is a
purchase of capacity. So what First Solar is proposing
here is a conpensation structure that recogni zes that
that’s what you' re buying. That’'s exactly what you are
buying. That's what the Legislature has directed you to

buy is to buy capacity, and they’ ve given you three ways

to buy.

They’ ve said you can buy it from-- the
facility for sonebody -- from sonebody else. |If you do
that, you' ve got an all-in total acquisition cost. And

then you allocate that out, you see how nuch per negawatt
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It costs you to acquire the capacity you’ ve bought.
That’ s essentially the concept here. That’'s functionally
the concept here. The difference is you won’'t own the
facility under their nodels; a third party owns it.

Now, | -- | hear you about the conplexities
that creates about the owner of the asset is not you, and
t hat does create sone conplexity. But conceptually what
they' re tal king about is exactly what’'s provided in
(b)(1). You build -- you buy your own -- you buy a
facility that sonebody el se has built, and then you have
all the sane risks about the energy output fromthat
facility that you have in your own facility. That --
that strikes ne as -- as not an -- not an issue here.

Sane is true with the second net hodol ogy, is
you can build your own facility, then you own it and
operate it and you' ve got the same risks about energy
availability. What's the energy output of that facility
going to be? And you' ve got to manage it. It’s the sane
concept as exactly what they' re tal king about. And so it
strikes nme that, conceptually, what these guys are
tal ki ng about may be a closer fit to 589 than an energy-
based PPA product.

Now, we’ve got energy-based PPA products in

here. That’'s allowed. That’'s the third option, right?
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| get it. But it's -- one of the things in listening to
this discussion that struck ne as really curious is that
I f you go out and build the solar facility, own it and
operate it, there is no cost cap in the statute. 1Isn't
that interesting? |If you buy the facility from sonebody
el se, there is no cost cap in the statute. The only cost
cap that applies -- the only tine avoi ded cost cones in
is if you re buying the energy and capacity froma third-
party owner, the third branch.

So, you know, | want to cone back and put sone
context on this, is | think what these guys are -- are
suggesting here really is worth exploring because it
actually fits the statute a lot better. It fits the
statute a |l ot better.

Now, practically, |I don’'t think you can -- | --
| don’t think -- | nmean, we’'re probably not there
practically to do what they' d say, you know, across the
board, but they're not so far off. They' re not so far
off. That’s -- that’s ny observati ons.

COMM SSI ONER BROMN- BLAND: The Conmm ssi oner
made a -- nmade a conment and gave his view. Does -- does
Duke want to respond at this tinme?

COMM SSI ONER CLODFELTER:  Sonmet hing to think

about .
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MR, JIRAK: Yeah. Interesting -- interesting
t houghts, and getting the perspective, | think a couple
of points | nake is the projected avoi ded costs we use
have a capacity value in the years in which there's a
capacity need, and we purchase under the -- under the --
the Power -- the PPA we are purchasing all of the energy
and the capacity; it’s just priced on an energy basis.
Sol -- 1 --it’s sort of -- it’s sort of nonenclature in
sone respects, but we -- we are acquiring all the
capacity to the CPRE resources, but the way in which
paynent is tied tois it includ--- the avoi ded cost
I ncl udes the capacity val ue --

COMWM SSI ONER CLODFELTER:  Absol utel y.

MR JIRAK: -- where we have a capacity need.

COMW SSI ONER CLODFELTER:  Absol utely. And so
If you -- if you did what these guys are suggesti ng,
you' d take that capacity that you bought and you d pay it
out over a 20-year period in fixed nonthly install nents,
but you’' d aggregate it and you' d derive a present val ue
for what -- the capacity you bought. You' d do the sane
thing if you built the facility. You' d take your all-in
cost and you sort of calculate what’'s the per negawatt
cost to us of that. So it -- it’s really not

functionally very different, not -- not at all.
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MR, JIRAK: Yeah. Yeah. | understand the
per specti ve.

COW SSI ONER BROMWN- BLAND:  All right. If |
don’t hear anything else, | think we’ve cone towards the
end. Al right. | -- | apologize that we had to take
shorter breaks and shorter |unch than we normally do, but
we had a goal. Seens like we've net it. | was alittle
apprehensi ve about this proceeding, but | found it very
hel pful, and | hope you have, too. Everyone is stil
| earni ng. You know, we started out with a beta. W're
still trying to develop this, but -- and perhaps that is
t he reason fol ks have been a little reticent to cone out
wi th absolute statements or -- or deal with each other,
but the Comm ssion woul d encourage you to be open in your
communi cations with each other. | think we w tnessed
sone of that here today, and | think that it’'s nmade a
di fference.

In the beginning, in particular, there were a
nunmber of requests for information or volunteer to foll ow
up. Looking for ny note here. | would ask that you
follow up and nmake filings with that additional
I nformation within seven days of today, if you re able
to. If not, let us know, but | think that will be a

reasonable tine frane.
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One of the reasons we had this proceedi ng and
-- and organized it as we did was to elimnate the -- the
-- to reduce the tine frane and elimnate the need for
conmments, responses, replies, and that sort of thing.
And so when you make those filings, | would ask that you
not nake additional comments, but just respond to and
provi de the precise information that has been requested.

| want to thank everybody for hanging in here
with ne. Everybody really did contribute, and it was a
good thing, fromny perspective, to see. | particularly
want to thank our Staff for hanging in here, not only the
ones who participated, but the ones | see sitting out in
the -- in the audience.

And if there’s nothing else, we'll be
adj ourned. Thank you.

(The hearing was adj ourned.)
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 01                    P R O C E E D I N G S

 02            COMMISSIONER BROWN-BLAND:  All right.  We’ll

 03  come back on the record now.  I want to remind everybody

 04  or notify everybody you’ll see the court reporter has

 05  changed, therefore, you especially need to be sure you

 06  state who you are and which party you’re with.  The

 07  questioning is still with the Commission staff, and I'll

 08  call on Mr. Patrick Buffkin.  You don’t have any?

 09            MR. BUFFKIN:  No.

 10            COMMISSIONER BROWN-BLAND:  He changed his mind?

 11  Ms. Jones?

 12            MS. JONES:  Nothing on refresh.

 13            COMMISSIONER BROWN-BLAND:  Nothing on refresh?

 14  So Mr. Dodge, I'll call on you with regard to your

 15  request to clarify something.

 16            MR. DODGE:  Thank you, Commissioner Brown-

 17  Bland.  We just wanted to clarify one point on the -- the

 18  formula for refresh that was discussed earlier that we’d

 19  included in our May 16th comments.  We -- that -- our

 20  perspective on that refresh was it was limited to the

 21  Step 2 evaluation process that that formula would be

 22  used, and once you finish the Step 2 evaluation process,

 23  that would be the -- the refresh wouldn’t or the formula

 24  wouldn’t apply after that point to increases or overruns
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 01  in system upgrade costs.

 02            COMMISSIONER BROWN-BLAND:  And Commissioners,

 03  do you have questions on the bid refresh issue?

 04  Commissioner Clodfelter, as long as you don’t go over the

 05  questions you already asked.

 06            COMMISSIONER CLODFELTER:  I will not.  So if we

 07  -- if we were to change in Tranche 2 and go back to the

 08  idea that the developer pays the upgrade cost and so we’d

 09  have a bid refresh, you may then recommend and Duke may

 10  select winning bidders who are then going to be carrying

 11  part of the system upgrade cost.  That will become part

 12  of the base case for the next round or the next tranche,

 13  or we presume it will be, and we -- we have to kind of

 14  assume that’s going to be part of the base case for the

 15  next tranche, right?

 16            MR. JUDD:  Yes.

 17            COMMISSIONER CLODFELTER:  Yeah.  So -- so do we

 18  need to then deal with the issue of whether we’ve got to

 19  collect any sort of financial security from the winning

 20  bidder --

 21            MR. JUDD:  There --

 22            COMMISSIONER CLODFELTER:  -- at some point?

 23  When, and when?

 24            MR. JUDD:  Great question.  The structure that
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 01  we used in Tranche 1 was there was proposal security

 02  which went up to when they executed a PPA.

 03            COMMISSIONER CLODFELTER:  Right.

 04            MR. JUDD:  There is then performance security

 05  that is in place to confirm that they -- they reach COD,

 06  and that’s part of the PPA.

 07            COMMISSIONER CLODFELTER:  And so do we need to

 08  cha--- I guess the question I’m really asking is do we

 09  need to change that, what you did in Tranche 1, do we

 10  need to change that if we’re now going to also require

 11  that the developer include in the bid through the refresh

 12  process the upgrade cost?

 13            MR. JUDD:  I -- I don’t see a reason to.

 14            COMMISSIONER CLODFELTER:  Okay.

 15            MR. JUDD:  In the RFPs where we’ve run them

 16  where it’s all on the developer, we still have a

 17  performance security --

 18            COMMISSIONER CLODFELTER:  Okay.

 19            MR. JUDD:  -- that gets them to in service.

 20            COMMISSIONER CLODFELTER:  Just had to ask.

 21  Thank you.

 22            MR. JUDD:  While I have the microphone, if I

 23  might, I committed to have an answer to the question from

 24  Commissioner Mitchell, and that was how many late-stage
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 01  projects were included in the Step 2 analysis.  There

 02  were three in DEC and one in DEP, and they were all

 03  ultimately successful bids.

 04            COMMISSIONER BROWN-BLAND:  All right.  Mr.

 05  Jirak?

 06            MR. JIRAK:  Yeah.  Just a really quick

 07  clarification.  If -- if in Tranche 2 the Commission

 08  chooses to go to a structure wherein the bidder bears the

 09  upgrade cost, then you would -- they would move through

 10  the interconnection process -- I mean, that -- that

 11  occurs for Tranche 1 as well, but in this scenario you

 12  move through the interconnection process, and when

 13  payment becomes due in the ordinary course under the

 14  current interconnection process, that’s where payment

 15  would be due.  And currently, that’s -- I think it’s a

 16  signed Facility Study Agreement or maybe Facility Study

 17  Report received and then payment is due.

 18            COMMISSIONER CLODFELTER:  In other words, the

 19  answer is you don’t see the need to change that process

 20  if we -- if we change the Tranche 2?

 21            MR. JIRAK:  Correct.  I think -- I think --

 22            COMMISSIONER CLODFELTER:  That's fine.

 23            MR. JIRAK:  -- it’s handled through the

 24  interconnection procedures.
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 01            COMMISSIONER BROWN-BLAND:  All right.  Did

 02  anyone hear anything during the bid refresh section that

 03  you wanted to make a comment -- a brief comment now?

 04                       (No response.)

 05            COMMISSIONER BROWN-BLAND:  All right.  Good.

 06  We’re making progress.  We’re moving on to the second

 07  issue, which was the need for more detailed locational

 08  guidance and when that guidance should be published to

 09  market participants.  And I’ll start with Commission

 10  Staff, Ms. Jones.

 11            MR. JUDD:  If I -- if I could, we’ve arranged

 12  for a panel of the -- from the Duke T&D evaluation team

 13  and our transmission expert to be available to you as --

 14  as a group to -- in the interest of efficiency.  So with

 15  your leave, Mr. Layfield will -- we can either move them

 16  over here or he’ll move over there.  Thank you.

 17            MR. JIRAK:  Commissioners and Commission Staff,

 18  we also have a short presentation on that question.  We

 19  can give it now or we’ll take questions first, whichever

 20  -- whatever your preference is.

 21            COMMISSIONER BROWN-BLAND:  Let’s -- let’s go

 22  with the presentation, and then we’ll come back to Ms.

 23  Jones.

 24            MR. JIRAK:  We’ve handed out hard copies, I
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 01  think, to Commissioners, and I think it’ll be up on the

 02  screen here.  For purpose of introduction, just very

 03  briefly, I’ll let the -- the Duke personnel introduce

 04  themselves and their role with the Company.

 05            MR. QUAINTANCE:  Good afternoon, Commissioners,

 06  and visitors.  My name is Bill Quaintance, and I work in

 07  transmission planning for Duke Energy.

 08            MR. BYRD:  And my name is Mark Byrd.  I’m in

 09  transmission planning for Duke -- Duke Energy Progress.

 10            MR. BELL:  And my name is Edgar Bell in

 11  transmission planning for the Carolinas.

 12            MR. QUAINTANCE:  If you’re okay, we’ll move

 13  into the slides.

 14            COMMISSIONER BROWN-BLAND:  Yes.

 15            MR. QUAINTANCE:  Okay.  So we’re going to start

 16  with a few comments on Tranche 1 and the grid location

 17  guidance.  And we concur with the Independent

 18  Administrator that we felt Tranche 1 went pretty well in

 19  this regard.  In Tranche 1 we provided a map of the

 20  constrained areas, as well as listings of lines and

 21  substations that are in those constrained areas.  And, in

 22  fact, those are on the screen right now.

 23            And we’ve had -- you know, everyone knows we’ve

 24  had a huge amount of solar interconnections in the state
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 01  of North Carolina, which is rather unique in the country,

 02  and a lot has been connected to the point where certain

 03  areas have become constrained.  And if -- if everything

 04  in the queue today -- you know, we still have a long

 05  queue that we have not gotten to, have not studied -- if

 06  everything in the queue went forward today, these

 07  constrained areas would grow even more so.

 08            These are -- what we put out in Tranche 1 were

 09  areas that we’re confident are constrained.  There is --

 10  they’re not really maybes.  We’ve identified them.  They

 11  -- there have been cost upgrades assigned to specific

 12  projects.  And those projects, though, may not actually

 13  be under construction yet and they’re not committed to,

 14  but they are firmly identified.

 15            MR. BUFFKIN:  Madam Chair?  May I ask a

 16  question?

 17            COMMISSIONER BROWN-BLAND:  Yes.

 18            MR. BUFFKIN:  You said those areas grow.  Do

 19  they grow larger or do they grow more constrained, or

 20  both?

 21            MR. QUAINTANCE:  It could be both.  I was

 22  intending it to mean larger, more -- more counties, for

 23  example, covered and constrained.  But you’re right.  If

 24  we fix one of these zones, it’s possible more generation
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 01  could require more upgrades in the same zone.

 02            And to keep it quick, we can move on.  So these

 03  are some lessons learned that we -- we drew from Tranche

 04  1.  So there were a number of bidders that submitted

 05  projects that were clearly within those constrained areas

 06  on that map.  And, you know, there’s no judgment there.

 07  I don’t understand business cases for various bidders,

 08  but I just thought we’d point that out.

 09            There are what we call here a lot of

 10  speculative projects in the queue.  I -- I don’t know

 11  that that is -- anyone would disagree with that.  And one

 12  indication of that is that when we offered some of the

 13  bidders the opportunity to move forward in the CPR

 14  process, they dropped out, so it’s obvious that, you

 15  know, many of the projects aren’t necessarily ready to

 16  go.

 17            And if -- if we were to assume that the entire

 18  queue goes forward today, we also feel like that’s a

 19  completely unrealistic scenario.  It would require

 20  significant upgrades throughout our systems and -- but,

 21  again, we don’t feel like that’s a realistic scenario.

 22            And then as far as Tranche 2 goes, so between

 23  now and -- and the bid close date of Tranche 2, we have

 24  no idea how many additional projects will enter the
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 01  queue, submit interconnection requests.

 02            We also don’t know how many projects, which

 03  projects will actually bid into Tranche 2.  And it’s not

 04  until all of those things are determined that we even

 05  have a potential base case for the Tranche 2 analysis, so

 06  it’s really impossible to say today what that base case

 07  looks like.

 08            And, again, I’ll keep it brief, keep moving.

 09  So our thoughts on Tranche 2 is to update the map.  Yeah.

 10  I think we’re on the last slide.  Our thoughts are to

 11  update the map that you saw based on any information we

 12  have learned since that map was created, both through

 13  interconnection studies and Tranche 1.

 14            And we’re open to, you know, considering other

 15  options, but, again, we feel like the -- the

 16  uncertainties right now are huge in the queue and -- and

 17  the bidding process, and so it’s really -- if -- if we’re

 18  asked to say put MW values on how much generation can fit

 19  in areas, we don’t -- we don’t feel like that is

 20  something that can really even be determined at this

 21  point, there are so many uncertainties.

 22            And those are our initial comments.

 23            COMMISSIONER BROWN-BLAND:  All right, now, Ms.

 24  Jones.
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 01            MS. JONES:  If it’s okay, I want to circle back

 02  to a topic that Larry, I guess, put on the table this

 03  morning which had to do with redefining the base case.

 04  And if I understood it correctly, it would be to take all

 05  the projects that don’t have a Facility Impact Study done

 06  and set those aside, and they wouldn’t be in the base

 07  that you study.  And shorthand I took from that was that

 08  the transmission capacity that was sort of being reserved

 09  for those folks in the queue would, instead, be allocated

 10  to CPRE bidders, if I get it right.

 11            So -- go ahead, please.

 12            MR. JUDD:  Wouldn’t necessarily be assigned to

 13  CPRE, but would be available in the study, yes, ma'am.

 14            MS. JONES:  Yes.  Thank you.  So I’m curious if

 15  we could just take a few minutes and get reactions to

 16  that concept from Public Staff, NCCEBA, and the Company.

 17            MR. QUAINTANCE:  Can I clarify the topic a

 18  little bit?  We feel like the red zones -- I’m sorry --

 19  the constrained areas, as shown on the map, are -- are

 20  rather firm as they are on that map today.  It’s possible

 21  that it may not grow if we ignore a lot of the queue, but

 22  we feel like those areas that you saw on that map are

 23  still going to be there.  Just a clarification.

 24            MR. DODGE:  This is Tim Dodge with the Public
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 01  Staff.  I can provide a couple brief kind of insights

 02  that address Ms. Jones’s question.  So I -- I think the

 03  -- when -- when Mr. Layfield was discussing the base case

 04  this morning, there were some -- some statements about

 05  the -- the whole base -- I guess all the existing

 06  projects in the queue being kind of put in that base

 07  case, and -- and I think maybe there were -- there were

 08  some categories of projects that were actually maybe not

 09  included.  I -- I think there were -- maybe some

 10  duplicative projects were identified that might have been

 11  taken out and some other categories of projects that were

 12  eliminated to try to reduce that -- that base case.

 13            I think the idea of looking at the projects

 14  that have gotten to a Facility Study Agreement, obviously

 15  those projects are -- are more viable and have a much

 16  higher likelihood of moving forward and have a higher

 17  priority position in the queue and should -- I mean, I

 18  think it makes sense to look at -- at that category of

 19  projects.  Beyond that, I think you do start raising

 20  questions about, you know, providing discriminatory

 21  treatment to projects for CPRE purposes if you do some

 22  other type of analysis that allows CPRE projects to move

 23  forward, or evaluate that baseline differently and

 24  potentially assign cost to or make assumptions about
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 01  projects in the queue that aren’t part of CPRE.

 02            So I think there are some concerns that would

 03  have to be worked out in the interconnection process

 04  still.

 05            MS. KEMERAIT:  NCCEBA.  This is Karen Kemerait.

 06  NCCEBA agrees that there are some issues that are going

 07  to have to be worked out in the interconnection process,

 08  but as far as the specific position of the Independent

 09  Administrator and Duke, NCCEBA does not have a position

 10  about either of those.  We don’t have an objection either

 11  way.

 12            MR. JIRAK:  So, yeah, on behalf Duke, we -- we

 13  wholeheartedly agree with the need that’s been identified

 14  by the IA to -- to figure out a way to make the system

 15  baseline study more realistic because we know that 24,000

 16  MW projects are not going to get interconnected in the

 17  system.  But how you do -- how -- how you slice and dice

 18  that to get the right mix of projects, the real projects,

 19  is a very difficult question.  The proposal put forward

 20  by the IA is a reasonable one, understand the intent

 21  behind it, but we -- we share their concerns that there’s

 22  still -- you know, there are projects in the queue that

 23  -- that have current LEOs that make them likely viable

 24  projects that maybe have not gotten the Facility Study
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 01  Agreement, and those projects, if you -- if you don’t

 02  assume those in your baseline, you run the potential for

 03  -- for the wrong -- getting the wrong results.

 04            So wholeheartedly agree with the IA on the

 05  intent.  Think that’s a good starting point to think

 06  about, but also open to other ideas on how you get to a

 07  realistic system baseline, which is a very difficult

 08  question and one, you know, we need to -- we need to

 09  solve for.

 10            But any -- any solution that makes assumptions

 11  about the baseline could -- those assumptions could turn

 12  out to be wrong, and if they’re wrong, then your results

 13  could potentially be wrong, and that’s -- that’s the

 14  reality.  We were fortunate enough in Tranche 1 to find

 15  projects that we could be confident in their upgrade cost

 16  being accurate even with this unrealistic baseline

 17  because of their location, but -- but that’s not

 18  necessarily guaranteed to be the case in Tranche 2, but

 19  it may be, and we may find that we can still find

 20  projects that we’re confident in in terms of upgrade

 21  cost.  So that -- that -- that’s some of our perspective

 22  on this topic.

 23            MS. JONES:  Moving on, then, if that’s okay.

 24  So moving on to a different topic, over in the
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 01  interconnection procedures docket, which is still

 02  pending, but there was conversation there about Duke has

 03  started offering interconnection customers mitigation

 04  options.  You know, if their initial request, say, for 80

 05  MW comes back with a lot of expensive upgrades, Duke is

 06  doing a study and saying, well, if you came at 60 or at

 07  50 instead, a smaller project, your upgrade cost would be

 08  much, much less.

 09            So my question to you all is, in this time of

 10  having a real constrained transmission grid, would it

 11  make sense to build into kind of this bid refresh process

 12  the possibility for a mitigation piece from Duke back to

 13  the bidders to say if you put in a bid for 80 MW, we

 14  don’t have room at that point of interconnection, but if

 15  you lower it to 50 MW, we do have room and give the

 16  bidders an opportunity to refresh.  And I realize that’s

 17  a pretty big new idea to throw at you, but I would be

 18  interested in your feedback.

 19            MR. JIRAK:  If you want to start with us, if

 20  you’ll give us minute, we’ll probably need to just go to

 21  internal dialogue on that.

 22            MR. JUDD:  While he’s taking his moment, I just

 23  want to remind you that in Tranche 1 we invited the --

 24  the bidders to identify if they would reduce the size of
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 01  their project and hold their price by a certain percent,

 02  5 percent, I think it was, 3 percent, something, but as a

 03  way of us reaching the goal without having to go over or

 04  putting aside a bid, because it -- it didn’t match up.

 05  So the concept is very workable.  I just wanted to remind

 06  you that we had done it already for pricing -- or the

 07  size of the projects for reaching the -- the target of

 08  the tranche.

 09            MR. O'HARA:  This is Brian O’Hara speaking for

 10  NCCEBA.  Based on conversations we’ve had around bid

 11  refresh, I think that concept is not one that NCCEBA

 12  would support.  I think we’re concerned about the ability

 13  for some bidders to refresh while other bidders cannot,

 14  and the ability for bidders to come in with an

 15  artificially low number, knowing that they’re going to

 16  have a refresh option in the future.  So we would prefer

 17  to keep a level playing field.  We think that would tilt

 18  things a bit, and we would not support that.

 19            MR. JIRAK:  One -- and these guys are going to

 20  tell me if I’m wrong, but, I mean, if you think about it

 21  in a very abstract sense, you know, there’s a -- you add

 22  a bunch of projects to a -- to a circuit or transmission

 23  network, there’s one project that in theory is the one

 24  that trips the need for an upgrade cost, so there’s a lot
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 01  of projects that don’t trip the need, a lot of projects

 02  above that project that definitely need it.

 03            So we think in theory, while we understand the

 04  intent behind this, there’s only a relatively few number

 05  of projects that would fit in that category where like

 06  they’re right on the line and -- and you can downsize

 07  maybe and avoid an upgrade.  So given the fact that

 08  there’s a very small unlikely chance of that happening to

 09  more than one or two or three projects out of a big,

 10  large procurement, we don’t think the complexity of the

 11  process warrants trying to -- to solve that problem.

 12            I also just observe as a general matter that

 13  mitigation options are a limited procedure that’s only

 14  applied to distribution projects.  We haven’t ever used

 15  it on the transmission level to date.

 16            MS. JONES:  Thank you.  I didn’t know that.

 17            MR. JIRAK:  And there’s no plan to do so,

 18  either.

 19            MS. JONES:  Okay.  Then I’m going to move

 20  along.  Also over in the interconnection docket we were

 21  re-reminded of the pre-application process, and wanted to

 22  explore whether in this Tranche 1 if the bidders

 23  typically avail themselves of the ability to request a

 24  pre-application report to hone in on a good
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 01  interconnection spot, and maybe the same thing applies;

 02  this is only a distribution option.

 03            MR. JIRAK:  I think -- and, again, you all jump

 04  in and tell me where I’m getting off base here, but I

 05  think, you know, when you come in with a pre-app, you’re

 06  getting an assessment based on your position as of the

 07  date of your interconnection request, what’s available in

 08  the system.  But for purposes of CPRE Grouping Study, you

 09  are -- you are forfeiting that queue position and -- and

 10  moving to a later position in the -- in the queue and

 11  getting studied based on available capacity at that spot

 12  in the interconnection queue process.

 13            So in -- in -- in that spot the -- the

 14  available capacity at that spot in the queue is -- is

 15  totally contingent on what’s in the baseline, so we’re

 16  kind of back to square one and what do you assume about

 17  the baseline is how you would -- if you could even do a

 18  pre-app for the CPRE Grouping Position Study queue

 19  position, you still don’t know what you would be able to

 20  tell until you know what the baseline is.

 21            MS. JONES:  That’s all good.  And so then I --

 22  I think I just have one more, which is the locational

 23  guidance that -- that you -- you flashed up, both the map

 24  and the list of constrained facilities, today, as we sit
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 01  here today, is that still useful or have you refreshed

 02  it?  How often would you have to refresh it for it to be

 03  accurate?  You -- you talked about the fact that it’s

 04  changing.  What’s the -- I guess the speed of that

 05  change?

 06            MR. QUAINTANCE:  I think for Tranche 2 we would

 07  update it before the -- the bid window opens.  That --

 08  that would be appropriate and as timely as we could for

 09  Tranche 2.  I mean, we’re always learning information as

 10  we do our queue studies, and then each tranche we might

 11  learn a little more, but for Tranche 2 I would recommend

 12  updating it, you know, just before the bid window opens.

 13            MS. KEMERAIT:  And can we have an opportunity

 14  to speak to that as well?

 15            MR. O'HARA:  We talked a little bit over lunch

 16  about this, and I think the -- the timing of sharing that

 17  locational guidance really matters a lot; the earlier,

 18  the better.  You know, there’s a fair amount of

 19  development time and site acquisition that goes into

 20  getting a project ready.  So from our perspective, I

 21  think as soon as the information is available to Duke,

 22  we’d like that information to be made available to the

 23  rest of the market participants.

 24            And in terms of -- so I think that answers kind
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 01  of the question on the timing.  And then in terms of -- I

 02  know we’re talking a lot about the -- the base case and

 03  what are we assuming.  I think whatever we end up

 04  choosing is -- to be the right answer there, what would

 05  be really helpful from the market participant’s

 06  standpoint is to see a list of the projects that are

 07  assumed to be online that then inform that -- that

 08  locational guidance, because at that point bidders can

 09  look at the queue, they can look at what -- what’s

 10  constrained and maybe make some educated guesses about,

 11  you know, how constrained this edge is or whatnot.

 12            So just having sort of the same level of

 13  information that -- that Duke has in terms of what went

 14  into that study I think would be helpful to market

 15  participants.

 16            MR. NORRIS:  And just on that point and going

 17  back to your prior question, I think, about the

 18  methodology for determining what’s in the baseline, I

 19  think what you stated is that, and what I think was

 20  confirmed is that it’s any project that has executed a

 21  Facility Study Agreement does, in fact, go in the

 22  baseline, but it was a little unclear to me based on --

 23  on your response, so it would be helpful to just confirm

 24  that.  Or if there’s another standard or methodology
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 01  being used, then what is that, because I think what would

 02  be concerning is if there’s some sort of discretionary

 03  methodology being used that -- to determine the baseline

 04  that we’re -- we’re all unaware of.

 05            MR. QUAINTANCE:  I’ll add that in Tranche 1 we

 06  assumed everything in the queue was in except for the

 07  bidders and except for the late-stage bids, and -- and

 08  duplicate bids were not doubled up.

 09            In Tranche 2 I believe the IA has suggested

 10  that we look, you know, at changing that to a Facility

 11  Study cutoff.

 12            MR. JIRAK:  And let me clarify one point.

 13  We’re talking about two different things.  One is what’s

 14  your system baseline for purposes of the CPRE Grouping

 15  Study?  That’s one issue.  Second issue is what is

 16  assumed when you issue the grid locational guidance?

 17            So on the first issue, what -- what was assumed

 18  in the system baseline for Tranche 1, it was just what

 19  Bill just described, and then we’re currently discussing

 20  what should be assumed for the system baseline for

 21  Tranche 2.

 22            For the grid locational guidance for Tranche 1,

 23  what was assumed is what Bill explained in the slides,

 24  which is just projects through study.  So it’s a view of

�0027

 01  what are the current constraints on the system as of the

 02  project study today.  It doesn’t attempt to assess how

 03  the -- how the system will become constrained over time

 04  as more projects are added.  It’s the current view.  So

 05  make sure as we talk about it we recognize there’s two

 06  different things.

 07            MR. LEVITAS:  May I ask a question, Madam

 08  Chair?

 09            COMMISSIONER BROWN-BLAND:  Yes.

 10            MR. LEVITAS:  A very, very quick one.

 11            COMMISSIONER BROWN-BLAND:  You may.

 12            MR. LEVITAS:  I’m just curious to ask Duke, is

 13  the relatively recently approved M-1 payment causing the

 14  -- the size of this baseline to be reduced as projects

 15  come into Facility Study and either have to put up

 16  binding -- binding financial obligation or withdraw from

 17  the queue?

 18            MR. JIRAK:  We don’t know that information off

 19  the top of our head.  I mean, there certainly are issues

 20  we’re dealing with right now with -- with projects that

 21  are -- have made it to IA or are close to IA and are now

 22  attempting to -- when I say tread water, they’re looking

 23  for creative ways in the procedures to hang out there.

 24  So that’s an issue we’re dealing with as we think about
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 01  the system baseline, but I’m not aware whether any

 02  projects -- how many projects, if any, have -- have

 03  withdrawn from the queue due to the -- due to the

 04  milestone payment.

 05            MR. BUFFKIN:  I have, I think, one question for

 06  Mr. Jirak.

 07            COMMISSIONER BROWN-BLAND:  Mr. Buffkin.

 08            MR. BUFFKIN:  What I understood, your comments

 09  on this issue was that essentially there’s a Goldilocks

 10  principle here.  You can get it just right or you can be

 11  too specific and cause some problems or -- or too general

 12  and -- and the guidance isn’t useful; is that fair?

 13            MR. JIRAK:  I think in general, yeah.  If we’re

 14  thinking about the system baseline, I -- I think that’s

 15  right.

 16            MR. BUFFKIN:  I’m sorry.  I meant about the

 17  locational guidance.

 18            MR. JIRAK:  Oh.  Yeah.  I think that’s right.

 19            MR. BUFFKIN:  And maybe for the other parties,

 20  do you all see the same problems with locational

 21  guidance, that it’s too specific?  For example, some of

 22  the things we heard about was driving up land -- land

 23  lease prices in -- in a specific area and essentially

 24  creating too much demand at a specific point on the
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 01  electric system.

 02            MR. O'HARA:  Yeah.  I think we -- yes.  I think

 03  we think the level of detail that’s provided in the

 04  locational guidance now is about that right Goldilocks

 05  balance.

 06            MR. BUFFKIN:  Thank you.

 07            MS. KEMERAIT:  And -- and to follow up, if it

 08  does become, as -- as Mr. Buffkin mentioned, if the

 09  locational guidance becomes too specific, that will be a

 10  real issue for solar developers because it could drive up

 11  land prices.  So we want to have that -- a balance

 12  between enough locational guidance, but not something

 13  that’s too specific that directs all market participants

 14  and solar developers to areas so that the -- the cost of

 15  leases will be exorbitant.

 16            MR. DODGE:  This is Tim Dodge with the Public

 17  Staff.  I just wanted to comment on that briefly, too.

 18  We indicated in our March 22nd comments that we thought

 19  more granular information on locational constraints would

 20  be beneficial, and it would hopefully provide better

 21  project locations where we could avoid some of these

 22  system upgrades.  So I think the Public Staff still views

 23  more granular location information, to the extent it can

 24  be provided, as helpful.
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 01            I think also just to -- I think the -- the

 02  locational guidance that Duke provided was -- was

 03  beneficial.  There were -- there was one element that I

 04  just wanted to note that Duke pointed out at least in

 05  their locational guidance a couple of locations in their

 06  system where there were major transmission upgrades

 07  required that were known to take multiple years, and

 08  earlier today we were talking about the timing of these

 09  projects and being able to meet the COD deadlines for

 10  Tranche 1 or Tranche 2.

 11            And so to the extent that there are zones where

 12  it’s a no go, that project just cannot be built, you

 13  know, if there are plans for upgrades to be implemented

 14  or -- or constructed in that area where projects just

 15  aren’t feasible to be considered for tranche -- you know,

 16  future tranches, it seems to make sense to try to

 17  identify those areas.  So I just wanted to make that

 18  point.

 19            Secondly, and I -- again, this is probably a

 20  conversation that will continue as we build towards

 21  Tranche 2, to the extent the -- there are areas that Duke

 22  can identify where there are right now few constraints --

 23  I mean, right now they’ve identified these -- these area

 24  where there’s thermal loading or congestion and
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 01  constraints, but if there are areas right now where the

 02  -- the system is more open where they haven’t seen as

 03  much development, they could accommodate additional solar

 04  and may provide potentially other benefits, system

 05  benefits.  If those areas, while it might increase

 06  activity in those areas, I think to the extent the land

 07  cost increase, but larger system upgrade costs are

 08  avoided, that would still be a better outcome.

 09            So I think we would be supportive of looking at

 10  whether it’s called a green zone or something where you

 11  could evaluate areas that maybe can accommodate

 12  additional development.

 13            COMMISSIONER BROWN-BLAND:  Thank you, Mr.

 14  Dodge.  Anyone else who is a party have comments on the

 15  locational guidance?

 16                       (No response.)

 17            COMMISSIONER BROWN-BLAND:  All right.  Let’s

 18  hear if the Commission has questions.  Commissioner

 19  Clodfelter.

 20            COMMISSIONER CLODFELTER:  I don’t know exactly

 21  where we are after this discussion, but so let me just

 22  start at a random place.  You want to react to the green

 23  zone idea?  Can you do that?  Is it useful?

 24            MR. QUAINTANCE:  Well, that -- that gets to the
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 01  topic of, you know, what’s the base case --

 02            COMMISSIONER CLODFELTER:  Exactly.

 03            MR. QUAINTANCE:  -- in determining the green

 04  zone, and its -- there’s so much uncertainty.  We -- in

 05  the map you saw, you know, again, the red zones are known

 06  constrained areas.  We intentionally didn’t color the

 07  remainder green because it’s more of an unknown area.

 08            COMMISSIONER CLODFELTER:  Exactly.

 09            MR. QUAINTANCE:  And it would be very difficult

 10  and -- and -- and not very accurate, I would say, to try

 11  to come up with real numbers in any of those areas.  I

 12  mean, really, it’s hard for me to imagine how to do it in

 13  a reliable and a useful way.

 14            COMMISSIONER CLODFELTER:  Well, let me come

 15  back to -- if I may, let me come back, then, to this side

 16  of the room.  I’m a little lost with what I was hearing

 17  over here, so let me ask the question this way.  Tell me

 18  from this side of the room precisely, very specifically,

 19  what do you want Duke to do differently about the

 20  guidance they give you in Tranche 2 than what they gave

 21  you in Tranche 1, recognizing what we’ve been hearing

 22  about the difficulties that they face?

 23            MR. O'HARA:  So we see there’s three -- three

 24  issues:  There’s the level of detail, there’s the timing
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 01  of sharing the locational guidance, and there’s the what

 02  is the base case.

 03            The first one, the level of detail, we think

 04  we’re in the zone of appropriate.  That zone is -- has

 05  room for movement in the more -- more granular direction,

 06  but we’re in the zone of appropriate.

 07            The timing of sharing, we’d like that as early

 08  as possible.  As soon as Duke has access to it, that’s

 09  when we want to see it.

 10            And the -- what’s in the base case, I think the

 11  change that we’d like to see there is give us a list of

 12  the projects that were assumed to be online when you

 13  developed that zone.

 14            COMMISSIONER CLODFELTER:  The constrained zone.

 15            MR. O'HARA:  Correct.

 16            COMMISSIONER CLODFELTER:  What do you say about

 17  those three things?

 18            MR. JIRAK:  All right.  The first one, level of

 19  detail, we’re kind of beating around the bush without

 20  getting specific.  We -- we -- there’s a map.  It shows

 21  you the -- the physical locations of constraint, and

 22  there’s a list of system assets that are constrained.

 23  When we hear this suggestion that we become a little more

 24  granular, we don’t know what that means.  I mean, we
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 01  think that -- that’s -- that’s the view right now.  We

 02  don’t know how else to be more granular, so if there’s

 03  ideas about what that -- when you say you want maybe a

 04  little more granularity, we honestly don’t know how to do

 05  that.  So if there’s ideas -- at least I don’t.

 06            COMMISSIONER BROWN-BLAND:  What if he’s saying

 07  to be as granular as you’re able to and be comfortable

 08  with it?

 09            MR. JIRAK:  I think that’s what we -- that is

 10  what the good constraint map is.  It is the view of the

 11  current constraints on the system geographically.

 12            COMMISSIONER BROWN-BLAND:  So I think he’s -- I

 13  interpret that he’s saying as your level of comfort with

 14  more granular increases --

 15            MR. JIRAK:  Yeah.

 16            COMMISSIONER BROWN-BLAND:  -- could you be more

 17  granular?  He likes the zone --

 18            MR. JIRAK:  Yeah.

 19            COMMISSIONER BROWN-BLAND:  -- but he would like

 20  some improvement.  That’s what I hear from this side of

 21  the room.

 22            MR. JIRAK:  Yeah.  Certainly, if there’s -- if

 23  there’s a way in which we identify to make the map more

 24  granular, we would do that, but at this point we’re not
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 01  aware of, without any specific recommendations, a way to

 02  do that, so -- but we’ll -- we’ll keep it on our radar,

 03  and if there’s a way to do that, we will do so.

 04            Timing, I think it’s just we’re willing to do

 05  it.  I think it’s just a matter of time to run the study

 06  and put it out there.  I don’t think there’s any reason

 07  why we couldn’t do it sooner rather than later.

 08            You all can speak to that.

 09            MR. BYRD:  I mean, the -- the comment was made

 10  earlier that we don’t really --

 11            COMMISSIONER BROWN-BLAND:  State your name

 12  again for the --

 13            MR. BYRD:  I’m sorry.  My name is Mark Byrd,

 14  Transmission Planning, for Duke Energy Progress.  And one

 15  of the issues with what projects are in there is we don’t

 16  -- it would have to be after we know who bids, because

 17  the CPRE bids will be -- not be in the base case.

 18            MR. JIRAK:  I think it’s about they wanted --

 19  they’re asking for the -- what projects are assumed in

 20  locational guidance, not in the base case.

 21            MR. BYRD:  Well, that’s not what I heard, but

 22  anyway --

 23            MR. O'HARA:  Well, Jack represented my question

 24  right.
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 01            MR. BYRD:  Okay.

 02            MR. JIRAK:  So you -- you all want to speak to

 03  providing a list of the projects assumed in this -- in

 04  the -- in the locational guidance.  I -- I think we’ve

 05  already described the criteria that needs to be met.  You

 06  have to either be interconnected or through the study

 07  process and then you’re included.  Can we provide a list?

 08            MR. QUAINTANCE:  I mean, we can -- let us take

 09  that back and -- and consider what we can -- some

 10  verbiage we could put in there about the assumptions that

 11  go into that zone.  I think -- let’s see what we can add.

 12            MR. JIRAK:  Yeah.  I think we could explain

 13  that.  I think once we -- once you understand the

 14  criteria, we’ll put it in writing for you.  You can

 15  obviously look at the queue report and see as of right

 16  around the date that it’s -- the grid locational guidance

 17  is issued, you would know then which projects met that

 18  criteria and which did not.  So I think that would

 19  probably be the easiest way to do it.

 20            MS. KEMERAIT:  And in response to the -- the

 21  question about providing -- this is Karen Kemerait for

 22  NCCEBA -- about how to provide a level of more

 23  granularity, we support what the Public Staff has said,

 24  that if it’s possible, we’d like to see green and yellow
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 01  zones because that would provide some additional

 02  information, if that can be done.

 03            COMMISSIONER BROWN-BLAND:  And we just -- we

 04  just have to hope we don’t have a colorblind issue.

 05            MR. QUAINTANCE:  At this point I’m -- I’m not

 06  sure how to get that granular -- that’s, I guess, more of

 07  a megawatt availability is maybe what you’re asking.  And

 08  I -- I -- I’m really not sure how to come up with a base

 09  case to do that calculation.

 10            COMMISSIONER BROWN-BLAND:  So to Duke, just as

 11  a follow-up on the timing portion, in Tranche 1,

 12  recognizing Tranche 1 was a beta and -- and we’re here to

 13  try to see if we can improve on it, were there issues

 14  with regard to the timing in providing the locational

 15  guidance, or why wasn’t it provided sooner?

 16            MR. JIRAK:  I -- I don’t recall the exact date

 17  that we provided it.  I -- I thought we provided it

 18  fairly early in the process and I think well prior to the

 19  60-day kickoff for the comment period, so it -- it felt

 20  to us like it was provided relatively early in the

 21  process.  Certainly understand developers want it

 22  earlier, and we’ll try to accommodate that as quickly as

 23  possible here for Tranche 2.

 24            COMMISSIONER BROWN-BLAND:  Mr. Dodge?
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 01            MR. DODGE:  Commissioner Brown-Bland, I just

 02  have one follow-up, too, and this goes back to a question

 03  that Ms. Jones raised earlier about the current NCIP

 04  proceeding.  And I just kind of reiterate some of the

 05  points that were made there, that those -- those projects

 06  that are still continuing to enter into the

 07  interconnection queue that are not CPRE are impacting the

 08  baseline for CPRE purposes, so it’s not just a matter of

 09  providing better information here; it’s also a matter of

 10  providing better information for the NCIP process.  So

 11  tools like the pre-application report or other

 12  information like that hopefully will help projects that

 13  are looking to interconnect outside of CPRE to choose

 14  better sites or avoid sites or maybe decide not to build

 15  if it’s likely that they’re going to be constrained in

 16  those locations.

 17            COMMISSIONER BROWN-BLAND:  All right.

 18  Commissioner Mitchell?

 19            COMMISSIONER MITCHELL:  For NCCEBA, the -- my

 20  general impression, which is sort of confirmed, I guess,

 21  by the information the IA provided this morning in his --

 22  in -- in -- in the report -- I’m specifically looking at

 23  page 14 or slide number 14 of their presentation --

 24  suggests that the grid locational guidance provided in
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 01  Tranche 1 didn’t really -- didn’t really -- didn’t really

 02  eliminate or -- or minimize the number of bids received

 03  in what -- what we’re calling the red zones.  Why?

 04            I mean, it looks like to me that -- I mean, the

 05  -- a number of bids were submitted, more -- I mean, 26

 06  for DEC, eight for DEP in the red zone.  Why would

 07  someone bid in a project in a -- in a constrained area?

 08            MR. NORRIS:  I say this not from an informed

 09  perspective as a market participant who -- who took that

 10  measure, but I -- I could imagine that some market

 11  participants that aren’t necessarily fully informed about

 12  the extent of the network upgrades required in particular

 13  areas might assume that there could be interdependent

 14  facilities that would share an upgrade under which via

 15  the pro rata application of that network upgrade to each

 16  facility would be able to compete under the program.  And

 17  so I assume that that is -- that is what they're hoping

 18  will occur, but it may not be based on an informed

 19  perspective.

 20            COMMISSIONER MITCHELL:  Okay.  So if -- if the

 21  -- let’s -- let’s just assume -- let’s assume or agree

 22  that the goal is to -- to drive or encourage projects to

 23  locate away from these constrained areas, thereby

 24  presumably avoiding costly updates, how do you -- how do
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 01  you -- how do you encourage projects to do that?  Aside

 02  -- I mean, I’ve heard the green zone and the yellow zone

 03  issue, but can you be a little bit more specific, because

 04  it’s not there?

 05            MR. O'HARA:  Yeah. This is Brian O’Hara again.

 06  I -- I think this goes back to maybe another idea of what

 07  are some other ways to get additional granularity.  And

 08  so I hear the challenge is -- I heard what Mr. Quaintance

 09  said, is the challenge is if I make these -- whatever

 10  assumptions I make, there’s a level of uncertainty about

 11  how accurate that’s going to be by the time we get around

 12  to -- to actually building.

 13            But if you accept for a moment that there’s

 14  going to be some inaccuracies, but you make a set of

 15  assumptions, we could, I assume, produce a map of the

 16  Duke network, where instead of having a binary red or not

 17  red by line, you could have sort of what Commissioner

 18  Brown-Bland mentioned as sort of a -- or maybe it was Mr.

 19  Jirak mentioned -- available MW on this line section and

 20  this line section.  You have maybe a color-coded map that

 21  shows this section of line has significant available, it

 22  gets less here, it gets less here, it’s constrained here.

 23            So I think the challenge is obviously the

 24  accuracy and how dependable that information is, but
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 01  there are opportunities for getting a lot more

 02  information out there and then caveating it, saying here

 03  are the assumptions that went into developing that

 04  information.

 05            But that level of information, I think, would

 06  help inform our participants in a way that doesn’t drive

 07  everyone to, you know, a very small green zone, then

 08  drives up land prices, but gives a very accurate picture

 09  of the network map.

 10            COMMISSIONER MITCHELL:  One -- one last

 11  question.  I’ll let you -- if you have something to add.

 12            MR. NORRIS:  No.  I was just going to say, I

 13  mean, to the extent that there was any way market

 14  participants could be aware of cases where there are

 15  interdependent facilities interdependent on a -- on a

 16  specific upgrade, that could be valuable because it’s not

 17  necessarily the case that we want zero network upgrades;

 18  it’s just that we want a low amount of network upgrades

 19  applied to any particular project such that they’re still

 20  below avoided cost.  And if you identified, say, it’s a 5

 21  or $10 million network upgrade, but three facilities are

 22  shared on it, that may actually be a good deal for

 23  ratepayers.  So I don’t know if there’s a way to do that

 24  in a -- in a simplified manner, but that’s just one idea
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 01  to -- to put into the mix.

 02            COMMISSIONER MITCHELL:  Yes.  And Duke, can you

 03  -- can you all respond to NCCEBA, please?

 04            MR. JIRAK:  I’m not sure I quite follow exactly

 05  what the request is, and we’ll give you a second to

 06  restate that.  But, I mean, the green zone concept,

 07  again, you know, we can’t say it enough, what value is it

 08  if it -- if you have to make assumptions and those

 09  assumptions could just as well be wrong as they are

 10  right?  What value is it to -- to take the transmission

 11  planners who are doing studies for real projects in the

 12  queue, have them go spend a bunch of time doing studies

 13  that have only very questionable value because you have

 14  to make assumptions about 25,000 MW in the queue that we

 15  -- of which we know probably less than 50 percent --

 16  probably far less than 50 percent will ever be

 17  interconnected?  It’s just the -- the combination of the

 18  lack of value of the estimate, with the cost and time it

 19  would take to do it we just think argues against it.  So

 20  that’s -- that’s our position.

 21            MS. KEMERAIT:  And I think a response to that

 22  would be is that it’s very difficult, then, for market

 23  participants to provide proposals in areas that will have

 24  no or little upgrade cost when there is so much
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 01  uncertainty about what that is going to be based upon,

 02  you know, information that we -- we’ve been provided.  So

 03  it’s a -- it’s very difficult for market participants.

 04            MR. QUAINTANCE:  May I add -- I’m sorry.  It’s

 05  more of an anecdote, but after that map came out or maybe

 06  even before when maybe the rumor got around about some of

 07  those red zones, I can say that recent requests, at least

 08  in the DEP area, have been in that non-red area.  It has

 09  really grown in the northeastern part of DEP.  I can

 10  assume maybe that folks were taking this map to heart.

 11  There are a lot of requests in the queue up there.  Not

 12  many bid.  And, of course, DEP was only looking for 80

 13  MW.  But I think there’s a lot of opportunity in that

 14  zone without being able to quantify it.

 15            MR. JUDD:  If I might contribute.  The question

 16  was asked when these -- the maps were provided.  They

 17  were released on the website, my office just informed me,

 18  on May 10th of 2018.  Bidding was in October.

 19            I can also say, going to the question about

 20  direction, for what it’s worth, in other jurisdictions

 21  lightyears away, one of the ways we have dealt with this

 22  question was to identify specific POIs, such as

 23  substations, and say it’s on you to include in your bid

 24  the price of getting to that POI, and that was it.
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 01  Different situation than here.  I’m suggesting this is an

 02  issue we deal with most everywhere in the country.  Some

 03  folks have tried a simplistic approach of simply saying

 04  here’s a list of substations; all the cost is on you of

 05  getting from your project to that point as opposed to

 06  here, where the point of interconnection is nondetermined

 07  until the bidder presents a bid.

 08            COMMISSIONER BROWN-BLAND:  All right.

 09  Commissioner Mitchell?

 10            COMMISSIONER MITCHELL:  Just I want to follow

 11  up with Duke.  Mr. Dodge recommended some -- some

 12  adjustments that could be made to the grid locational

 13  guidance to provide some additional granularity.  I just

 14  want to make sure I’m -- I understand your -- your

 15  response or your position on what the Public Staff is

 16  recommending here, because ultimately the Commission is

 17  interested, or at least one Commissioner is interested

 18  in, you know, providing the -- the most guidance, the

 19  best guidance that’s -- that’s possible.  So please --

 20  please provide a response.

 21            MR. QUAINTANCE:  I mean, I thought Jack kind of

 22  said it pretty well, but, you know, if we make an

 23  assumption, that -- that would be one of, you know, a

 24  thousand possible future states, and we could come up
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 01  with numbers, and I feel like they would be, you know,

 02  unreliable numbers if we went that route.

 03            MR. JIRAK:  I -- I mean, I feel like I'm

 04  becoming a broken record a bit, but when we hear more

 05  granularity, we -- we just are not clear what that would

 06  mean.  We -- we’ve talked about showing you what’s

 07  constrained.  We’ve talked about why we don’t think it a

 08  makes sense to do all the work required to show you a

 09  theoretical view of some future state where maybe these

 10  circuits “will be green.”  So between those two -- those

 11  two extremes we don’t think the green zone now makes

 12  sense.  We -- we’re doing the red zone view.  We’re not

 13  sure what the -- we -- we have not yet identified a way

 14  to make it more granular.

 15            We think the information we provided is

 16  reasonable.  It seemed to guide some -- some bidders in

 17  looking at projects.  We recognize it’s not perfect, but

 18  it’s -- it’s a function of the size of the queue and the

 19  uncertainty that we have to face -- deal with all the

 20  time about a problem that we don’t have control over.

 21            MR. NORRIS:  Can I offer two specific ideas,

 22  and then we’ll just leave it at that?  So -- so one would

 23  be there must be a degree to which you can provide

 24  guidance on the extent of a network upgrade that would be
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 01  required.  And, you know, the example is a project or --

 02  I think it was one project -- there may have been

 03  multiple -- that was selected in the first tranche with a

 04  very large bid pool that contained a $5 million network

 05  upgrade.  And so presumably there -- there are projects

 06  that will have network upgrades that will, in fact, be

 07  competitive and will be below avoided cost, and perhaps

 08  there is some way in which you can integrate the degree

 09  of congestion or some notion of, you know, an estimate of

 10  how large the upgrade would be.  That would be the first

 11  one.

 12            The second one would be back to what I

 13  mentioned previously, is to the extent that there are

 14  interdependent projects on a single upgrade, that could

 15  be valuable information from our participants because it

 16  is more likely that those projects could compete if they

 17  end up sharing the cost of such network upgrade.

 18            Just putting two ideas there.

 19            COMMISSIONER BROWN-BLAND:  Mr. Jirak, your

 20  response doesn’t change.  It’s still difficult and

 21  speculative in your mind?

 22            MR. JIRAK:  Yeah.  I think that -- that

 23  continues to be our concern.  And to the first question,

 24  I mean, in order for us -- and you all tell me if I’m
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 01  wrong -- in order to know what those future -- the size

 02  of the upgrades, give you a sense of the scale of the

 03  upgrades, we’re back to the same problem of, well, you

 04  only can assess that through a System Impact Study, and a

 05  System Impact Study has to assume a baseline, and so

 06  we’re back to the same question, what do you assume in

 07  that system baseline?  And do you want the transmission

 08  planners going off and doing a bunch of hypothetical

 09  studies with baselines that are uncertain, to come up

 10  with a potential system upgrade if every assumption in

 11  our base case plays out the way we’ve assumed it?  It’s

 12  questionable -- it’s a lot of cost for questionable

 13  value.

 14            COMMISSIONER BROWN-BLAND:  All right.  I think

 15  the Commission understands this issue.

 16            MR. JUDD:  Pardon me.  If I could just correct

 17  a misstatement.  There was no project that has --

 18            COMMISSIONER BROWN-BLAND:  That was 5 million.

 19            MR. JUDD:  -- $5 million.  That was cumulative

 20  of all of the projects that were moved to the PPA stage.

 21  Thank you.

 22            COMMISSIONER BROWN-BLAND:  So we’ll move on to

 23  the third issue.  We’re making good time here.  And

 24  that’s the reasonableness of the energy storage protocol
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 01  that is a part of the CPRE pro forma PPA.  Is that you,

 02  Mr. Buffkin?

 03            MR. JIRAK:  Commissioners, if you -- if you

 04  don’t mind, we have a different set of personnel coming

 05  up to present on that topic and --

 06            COMMISSIONER BROWN-BLAND:  That’s good.  We’ll

 07  give you -- we’ll give you a second.

 08            MR. JIRAK:  Thank you.

 09            COMMISSIONER BROWN-BLAND:  Mr. Layfield, you

 10  could have stayed put.

 11            MR. JIRAK:  Again, looking to the Commission

 12  and the Commission Staff's guidance, if you prefer us to

 13  give the presentation.

 14            COMMISSIONER BROWN-BLAND:  You have a

 15  presentation?

 16            MR. JIRAK:  Yes, ma'am.

 17            COMMISSIONER BROWN-BLAND:  Okay.  We’ll --

 18  we’ll keep the same process.

 19            MR. JIRAK:  Okay.

 20            COMMISSIONER BROWN-BLAND:  You go with the

 21  presentation.

 22            MR. JIRAK:  All right.  I’ll -- I’ll turn over

 23  to Duke colleagues here who will introduce themselves and

 24  their role with the Company.
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 01            MR. ROBERTS:  Okay.  Good afternoon,

 02  Commissioners.  For the record, my name is Sammy Roberts,

 03  and I’m the Director of System Operations, Engineering.

 04  I have about 20 plus years of system operations

 05  experience and another 10 years of utility experience.

 06            MR. JOHNSON:  Good afternoon.  I’m David

 07  Johnson, and I am Manager Director of a group that is

 08  responsible for negotiating and executing third-party

 09  PPAs, managing those contracts through the life of the --

 10  of the PPA, and also responsible for the REPS and CPRE

 11  compliance.

 12            MR. ROBERTS:  All right.  Thank you.  I believe

 13  all of you have copies of the presentation, so we’ll go

 14  ahead and get started.  These are just the topics that I

 15  want to cover, and I’ll try to cover them as briefly as I

 16  can to leave time for questions.

 17            But why -- why do we need storage protocols and

 18  looking at the Tranche 1 storage protocols which utilize

 19  the Sub 148 pricing mechanisms versus the Sub 158

 20  proposed storage protocols and also Tranche 2 storage

 21  considerations?  So next slide.

 22            So I’ll call your attention first to the graph,

 23  and this is just a winter load shape, and we see this --

 24  this type load shape in DEC as well as DEP.  This just
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 01  happens to be a DEP curve.  And so if you look at the top

 02  of the curve, that represents our gross load for winter.

 03  And then if you look at the yellow portion, that’s --

 04  that’s solar output.  And then if you look at the -- the

 05  blue portion, that’s regulating generation.  And then the

 06  green is -- is base load nuclear generation.

 07            Before I get into the -- more description of

 08  the graphic, I will say for Duke Energy in the Carolinas

 09  that storage is a relatively new technology for us, and

 10  so it’s -- it’s one that we’re having to utilize some --

 11  the little experience we have is associated with things

 12  like the Mount Holly microgrid.  We are looking at

 13  installing some small batteries at Hot Springs and Rock

 14  Hill, and so that will give us some more operating

 15  experience.

 16            We also read about what other entities that

 17  have storage are doing, so we’re still trying to learn

 18  and gain knowledge about integrating storage onto our

 19  system from an operating perspective.

 20            But once again, going back to the need for

 21  storage protocols, if you have battery storage and you

 22  have uncontrolled charging and discharging on the system,

 23  you could -- you could theoretically get it at the worst

 24  time, such as during high -- high net demand ramps,
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 01  during excess energy windows, when you have system peak

 02  energy needs and when you have large generator

 03  contingency recoveries, et cetera.  And I’ll explain --

 04  explain that briefly.

 05            You can get it at just the right times.  If you

 06  have it to cover the peak, then that’s a good thing,

 07  right?  If it can -- if it can help you with charging

 08  during excess energy periods, that’s -- that’s a good

 09  thing as well.  But looking at this curve, what I

 10  primarily need from a system operations perspective is

 11  resources across that peak in the early hours, hour

 12  ending 7:00, the hour ending 9:00, let’s say, and then

 13  across the -- going into the evening peak.  Going into

 14  the evening peak, my solar is ramping out, so I have a

 15  high net demand ramp, positive net demand ramp, and so

 16  I’m -- I’m going to need some energy as that solar ramps

 17  out and going into the evening peak hours.

 18            With respect to excess energy, once again, in

 19  that valley when solar is at its max output, that’s

 20  probably when I don’t want to receive discharging from --

 21  from a storage so, thus, the reason for protocols.  It

 22  helps us with reliable operations.  It helps us with

 23  giving the customers value where it’s needed.  And also

 24  it helps us with complying with NERC reliability
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 01  standards.  So next slide.

 02            So this is a typical summer load shape.  And

 03  once again, basically about the same load shape that’s

 04  seen in DEC that’s seen in DEP.  This just happens to be

 05  a DEP load shape.

 06            What I -- what I want to depict here is once

 07  again, you have operational needs, and those operational

 08  needs are when the solar is ramping out in the evening

 09  hours and you’re -- you’re going up to your net demand

 10  peak.  What do I mean by net demand peak?  Once again,

 11  the gross load is the curve at the top of the shape,

 12  including the solar, and then if I take the solar amount,

 13  just looking at the top of the blue region, that’s net of

 14  solar, that’s that gross load net of solar.  That’s what

 15  I mean by net demand load.

 16            And so when I’m -- when I’m going into that net

 17  demand region where my solar is ramping out and I’m going

 18  to the net demand peak in the evening, notice it’s not

 19  the actual peak that occurs around 1600.  That’s when I’m

 20  going to need discharging from a storage device.

 21            So what about Sub 148 versus Sub 158 pricing

 22  windows?  Well, Tranche 1 was aligned with Sub 148

 23  pricing windows, and you can see it’s fairly wide, it’s a

 24  fairly broad amount of hours.  And so really the system
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 01  needs are more so toward those evening hours when the

 02  solar is ramping out, and so it goes from -- I believe

 03  it’s an eight-hour window in Sub 148 to the proposed

 04  four-hour window in Sub 158 which is, once again, based

 05  on system needs.  So next slide.

 06            So this is back to our winter load shape, and

 07  here, comparing Sub 148 versus Sub 158 pricing periods,

 08  you can see that the winter period for Sub 148, you could

 09  be discharging very close to that maximum solar output.

 10  And so that -- is that -- I mean, we -- we could manage

 11  it, but it’s -- it’s just adding to our excess energy

 12  issues that we have to manage.  We would prefer that it

 13  discharge over that peak, those peak hours.  And so Sub

 14  158 establishes a premium peak window, hour ending 7:00

 15  to hour ending 9:00, because we are winter peaking and

 16  we’re morning winter peaking.  And so -- and then Sub 158

 17  also proposes an evening peak window for four hours as

 18  well.

 19            Also, once again, after I start with a heavy

 20  net demand ramp after that hour ending 9:00, if I get

 21  discharging from storage or in that valley area, that’s

 22  really not going to help me with respect to complying

 23  with NERC standards and also managing my -- with managing

 24  my excess energy.  So next slide.
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 01            So basically with Sub 158 we streamlined the

 02  standard, all of our storage protocol, and the protocol

 03  is really looking at being around -- based around the

 04  size of the facility.  For a standard offer with Sub 158

 05  it’s less than or equal to 1 MW, and so you’re not really

 06  projecting a lot of volume of battery capacity with --

 07  under Sub 158.  So considering that, with respect to

 08  Tranche 2 where you could have a substantial amount of

 09  battery capacity, that’s one of the considerations that

 10  we’ll need to make with looking at the Tranche 2

 11  protocols.

 12            Also, as shown on the prior slides, you know,

 13  you noticed, and as I pointed out, the peak pricing

 14  periods are smaller in Sub 148, and I gave you the

 15  reasons for those.  And so that makes it more predictable

 16  as to when you’re going to get charging versus

 17  discharging associated with the battery, so discharging

 18  over the peak hours and charging during -- during the

 19  nonpeak hours.

 20            So this -- this provides the -- or meets the

 21  Commission Order with respect to more granular pricing

 22  periods in Sub 158, plus, as I told you with the

 23  graphics, it basically enhances the reliability that we

 24  maintain on the system for our customers, as well as adds
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 01  to customer value with respect to providing a resource

 02  over those peak hours.

 03            Also in that construct we look at levelized

 04  facility output, and basically what that means is over

 05  that three-hour period your solar plus your battery need

 06  to produce a levelized output over that window, and we’ll

 07  -- we’ll propose allowing a ten-minute ramp associated

 08  with that as well which really balances the interest of

 09  both the developers as well as the customers.  It’s fewer

 10  constraints with respect to the developer, and it also

 11  allows the developer to use some control logic and

 12  basically levelized that output, maximize the use of

 13  batteries and solar for that peak pricing period, and it

 14  provides a predictable output for operations with respect

 15  to the peak window.  Next slide.

 16            Okay.  Considerations for Tranche 2 storage

 17  protocol.  Once again, if we look at the Sub 158 and we

 18  adopted something like that for Tranche 2, that would,

 19  once again, allow for more predictable storage usage.

 20  And we also, you know, thought about having utility

 21  control of the storage, however, there are some -- there

 22  are some issues there, some reasons that it’s not

 23  practical at this time, is that we could be controlling

 24  the battery in a manner that provides wear and tear.  As
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 01  the developer’s asset, we -- we provide control in a

 02  manner that provides wear and tear and limits the life of

 03  the battery.

 04            Also, if the battery is connected behind the

 05  inverter, which in order to ensure that the solar

 06  facility is charging the battery, that would need to be

 07  the case with respect to House Bill 589.  We don’t have a

 08  good industry ANSI quality revenue meter with respect to

 09  metering the battery output.  And also if they were --

 10  even if they were available, connecting it to the

 11  customer’s -- within the customer’s boundary would

 12  introduce some complexities with respect to installation,

 13  ownership, and maintenance, and potential impact to your

 14  facility while we’re performing that maintenance.

 15            And lastly, we have had some discussions about

 16  aggregated battery control systems, but we haven’t

 17  developed that yet.  And so we -- the specs for controls

 18  with respect to Carolina system operations do not exist

 19  yet.  And those control -- that aggregated battery

 20  control would -- would be something that would originate

 21  from an energy management system, and if it’s

 22  distribution connected, go through our distribution

 23  management system to the controller.  If it’s

 24  transmission connected, it would go directly from the
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 01  energy management system to the -- the transmission

 02  facility.  Next slide.

 03            So if we do use the -- or consider to use the

 04  Sub 158 peak pricing periods in the Tranche 2 storage

 05  protocol, then, you know, that would help with respect to

 06  the predictability, as well as the benefit to -- that we

 07  see to customers, as well as system reliability.  And,

 08  also, you know, we -- we could look at considering

 09  options with respect to batteries -- controlling

 10  batteries at a later date.

 11            So just offering in summary why protocols?

 12  Protocols ensure benefit to the customer.  Protocols

 13  ensure benefit to reliable operations.  And once again,

 14  Duke is continuing to learn about storage, and also we’ll

 15  continue to work with or work through the CPRE framework

 16  to develop effective protocols to integrate storage.

 17            And that concludes my presentation.

 18            COMMISSIONER BROWN-BLAND:  Before we move to

 19  Commission Staff, does any of the parties have brief

 20  pointed responses to anything you heard in the

 21  presentation?  Ms. Kemerait.

 22            MS. KEMERAIT:  I have a -- Karen Kemerait for

 23  NCCEBA.  I just have a question for clarification.  These

 24  considerations for Tranche 2 storage protocol, are they
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 01  designed to replace the energy storage protocol that’s

 02  included in Exhibit 10 of the Tranche 1 PPA?  Is that

 03  Duke’s proposal?

 04            MR. ROBERTS:  Right.  So -- so once again, we

 05  had the proposed Sub 158 protocols for 1 MW or less

 06  standard offer, and so what we would do is consider

 07  looking at those protocols.  We would consider adopting

 08  those, which are less constraining on the storage

 09  facility as compared with the Tranche 1 protocols.

 10            MS. KEMERAIT:  So there will be -- so there

 11  will be a more specific proposal that you’ll be providing

 12  than what you’re discussing -- than what you’ve discussed

 13  with the considerations for Tranche 2 storage protocol --

 14            MR. ROBERTS:  Yes.

 15            MS. KEMERAIT:  -- that will be provided later?

 16            MR. ROBERTS:  Yes.

 17            MS. KEMERAIT:  Okay.  But for purposes of this

 18  discussion, all of the Exhibit 10 energy storage protocol

 19  are considered to be overly restrictive and -- and will

 20  not be included in --

 21            MR. ROBERTS:  No.

 22            MS. KEMERAIT: -- the Tranche 2 PPA --

 23            MR. ROBERTS:  Yeah.

 24            MS. KEMERAIT:  -- is that correct?
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 01            MR. ROBERTS:  I wouldn’t say that they are

 02  overly restrictive.  You had two people bid in that were

 03  selected to provide storage in Tranche 1, so I wouldn’t

 04  say that they’re overly restricted.  They’re just what we

 05  considered at the time were needed in order to, once

 06  again, ensure that we’re maintaining reliable operations,

 07  we’re maintaining NERC compliant operations, and we’re

 08  maintaining value for our customers.

 09            MS. KEMERAIT:  So not to make an argument about

 10  overly restrictive, but these current -- the Exhibit 10

 11  protocol are no longer going to be applicable for the

 12  Tranche 2 PPA?

 13            MR. ROBERTS:  There’s probably going to be

 14  flavors of those protocols in the Tranche 2, but, for

 15  example, you know, where one of them restricted to 1

 16  percent of ramping, you know, you may see that percentage

 17  increase to something more commensurate with other

 18  entities.

 19            MS. KEMERAIT:  Thank you.

 20            COMMISSIONER BROWN-BLAND:  All right.  Mr.

 21  Buffkin.

 22            MR. BUFFKIN:  Thank you, Madam Chair.  If you

 23  could flip back to slide three, please.

 24            COMMISSIONER BROWN-BLAND:  And Mr. Roberts, you
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 01  pull that mic a little bit closer to you.

 02            MR. BUFFKIN:  Could you just briefly refresh

 03  our collective recollections about what the LROL is?

 04            MR. ROBERTS:  Yeah.  So Lowest Reliability

 05  Operating Limit is a term established in the 2016 avoided

 06  cost rate hearing, and basically that indicates the

 07  minimum amount of synchronous generation that you need --

 08  regulating generation that you need to maintain online in

 09  order to handle the evening peak, the ramping into the

 10  evening peak, as well as the morning peak for the next

 11  morning.  And so it’s a capacity and a regulation

 12  requirement.

 13            MR. BUFFKIN:  Thank you for that.  And that

 14  LROL is not depicted in the slides on 4 and 5.

 15            MR. ROBERTS:  That’s correct.

 16            MR. BUFFKIN:  But it would be in the same

 17  place, right?

 18            MR. ROBERTS:  It -- it changes from day to day

 19  based on the -- based on the need for looking at the

 20  amount of regulation needed, the amount of evening peak,

 21  the amount of the next morning’s peak.  And also in the

 22  summer, you know, you have a load shape, so it changes

 23  during the summer as well.

 24            MR. BUFFKIN:  Would it be roughly in the same
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 01  place?

 02            MR. ROBERTS:  Yes.  I would say it would be

 03  roughly in the same place for that size peak.

 04            MR. BUFFKIN:  Thank you.  Let me stay with

 05  Duke, but I think this is probably for Mr. Jirak.  I

 06  understood your objections and your comments to the basic

 07  concept of energy storage devices providing other

 08  services, and -- and I understand other service roughly

 09  equal to the term ancillary services that would be used

 10  in the organized market.  And I’ll summarize.

 11            I think those objections were four-fold,

 12  statutory or lack of statutory authorization, valuation

 13  in relation to the cost effectiveness and the

 14  difficulties that that presents, and that other services

 15  are in some  -- some cases incompatible with provision of

 16  energy and capacity, and then fourth, that this would

 17  require a new contract and some time and effort involved

 18  in that.  So I’m interested in -- among these factors,

 19  were one or more of them more important than the others,

 20  or -- or is it -- well, I’ll leave it at that.  Was one

 21  -- one of these factors more important than the other?

 22            MR. JIRAK:  Without having them in front of me,

 23  hard to -- hard to weight them.  I think it depends on,

 24  you know, are we -- if the question is can we do it in
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 01  CPRE, obviously, the question is about whether it fits

 02  within the statutory directives, CPRE is more relevant,

 03  but I -- I don’t know that I -- without consulting the

 04  business folks I could probably -- I could tell you which

 05  is more important than others.  Certainly, a lot of very

 06  complex technical issues there that I can speak to at an

 07  extremely high level, but can’t get -- get real deep with

 08  you.

 09            MR. BUFFKIN:  Okay.  Well, let me stick with

 10  the statutory authorization issue, then.  Other parties

 11  have suggested that the Commission order a stakeholder

 12  process on this energy storage protocol.  If -- if your

 13  view is that other services not permitted under CPRE

 14  statute, what’s your view on stakeholder process, then?

 15            MR. JIRAK:  Certainly, we’re willing to

 16  participate in any process the Commission sees fit.  I

 17  don’t know that changes our perspective that paying for

 18  things other than energy capacity is, you know, arguably

 19  outside the bounds of what HB 589 ruled with respect to

 20  CPRE.  But at times when I heard discussion, the

 21  stakeholder process sounded more broad than just, you

 22  know, can we or can we not do this for CPRE.  It sounded

 23  like there was more of a desire for a general stakeholder

 24  initiative generally, but certainly we defer to the
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 01  Commission what’s the right procedural path forward, and

 02  we’re not going to object to the process.

 03            MR. BUFFKIN:  All right.  I think Mr. Johnson

 04  may have touched on this, maybe even answered it, but,

 05  Duke, you told us in your comments you were still

 06  assessing the storage protocols especially with regard to

 07  ramping limitations and scheduling.  Do you have any

 08  updates on -- on progress as you’ve been assessing that?

 09            MR. ROBERTS:  Right.  Once again, we’re looking

 10  at the proposed Sub 158 protocols and also, you know,

 11  considering -- considering comments from developers, as

 12  well as looking at the system needs from a reliability

 13  and customer benefit perspective, but outside of putting

 14  pencil to paper, we haven’t done that yet.

 15            MR. BUFFKIN:  All right.  Same question with

 16  regard to the deadline for providing the next-day window

 17  for bulk discharge start and end times, and currently

 18  it’s 4:00 p.m.  You’ve heard some people object to that.

 19  Have you made any progress on adjusting that?

 20            MR. ROBERTS:  I’m sorry.  Could you repeat the

 21  question?

 22            MR. BUFFKIN:  Sorry.  Let me back up.  So we’ve

 23  heard from some other parties about the provision in the

 24  energy storage protocol that requires Duke to give the
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 01  next-day discharge start times, and that -- and that

 02  current time is 1600, 4:00 in the afternoon, but you also

 03  said -- have you -- have you made any progress on

 04  adjusting that?  What’s -- what’s your latest thinking?

 05            MR. ROBERTS:  Yeah.  I’m not aware of any

 06  progress on that.

 07            MR. BUFFKIN:  So you still think 4:00 p.m. is

 08  the right --

 09            MR. ROBERTS:  Do -- do I still think it’s

 10  appropriate with respect to providing those day-ahead

 11  times associated with storage discharging?  I mean, I

 12  think the windows, the time windows, are going to be

 13  fairly accurate with respect to the needs for winter load

 14  shapes as well as the summer, and so I think we feel the

 15  granularity that was requested in the Order by the

 16  Commission is met with that.

 17            MR. BUFFKIN:  I understand.  I understand your

 18  view that’s the appropriate time.  Why -- why not

 19  earlier?

 20            MR. ROBERTS:  Well, I mean, if -- if -- I guess

 21  if you provided a longer duration battery, you could

 22  provide for more discharge over the peak, but then you’ve

 23  got to look at the cost associated with that.  You've got

 24  to look at the cost associated with that versus the other
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 01  resources.

 02            MR. BUFFKIN:  All right.  I think I’m back to

 03  the lawyers, then, if I -- if I may continue, and I’d be

 04  interested in hearing from the other parties, too.  Both

 05  the Commission in its Orders and -- and the parties in

 06  their comments have generally characterized the standard

 07  of review for this pro forma PPA as reasonableness or

 08  commercial reasonableness, acceptance in the marketplace.

 09  What are some of the hallmarks of commercial

 10  reasonableness?  What -- what are the things the

 11  Commission should be looking for?

 12            MR. JIRAK:  Yeah.  I think certainly it’s a

 13  relevant factor to consider how other utilities have

 14  handled similar issues and looking at PPA structures in

 15  other utilities.  I think it’s also relevant to consider

 16  what makes Carolinas unique, and the unique operational

 17  and generation factors that influence what’s appropriate

 18  here as compared with -- with what -- how other utilities

 19  have handled it.  So I think -- I think you’ve identified

 20  them well, but I think you can’t -- in the end it’s not a

 21  one-size-fits-all solution, and it has to be assessed on

 22  a -- you know, given the specifics of our system.  I

 23  don’t know if Sammy has any to add to that.

 24            MR. ROBERTS:  I’m sorry.  No.  You’re good,
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 01  you’re good.  Yeah.

 02            COMMISSIONER BROWN-BLAND:  Any other attorneys

 03  want to address the hallmarks of commercial

 04  reasonableness?

 05            MS. KEMERAIT:  Right.  In -- in regard to the

 06  energy storage protocol for the Tranche 1 PPA, we’ve

 07  provided information in our comments, and we believe that

 08  the -- the restrictions will make the -- a solar plus

 09  storage project unfinanceable.  Plus, we think that the

 10  restrictions are overly restrictive and onerous.

 11            And I did want to point out a clarification to

 12  some information that was provided before.  It was only

 13  the Tranche 1 PPA that was reviewed and approved by the

 14  Commission.  There are a number of other documents, the

 15  asset acquisition documents and the EPC Agreements.  And

 16  we as an industry provided substantial comments about the

 17  asset acquisition documents and the EPC Agreement and

 18  provided ways that they could be improved and corrections

 19  to that.  And only minor changes were made to those

 20  agreements and they were never -- and my understanding,

 21  that I think Mr. Judd might be able to clarify, but I

 22  think even the Independent Administrator did not review

 23  or make any changes to those agreements, and then they

 24  never came before the Commission for review or approval.
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 01  And we have believed that they have been -- that they are

 02  all commercially unreasonable documents.

 03            MR. JIRAK:  So can I respond to that just

 04  briefly?  I mean, that’s a completely 180 different issue

 05  than we’re addressing here, but I’m glad to address the

 06  acquisition documents if -- if you want to hear those

 07  topics.

 08            COMMISSIONER BROWN-BLAND:  Well, she tied it to

 09  -- came back and tied it to commercial reasonableness, so

 10  if that’s -- we’ll hear from you.

 11            MR. JIRAK:  Sure.  So, I mean, first of all,

 12  this issue was already litigated once.  Similar to the

 13  market -- post-term market revenues, the Commission has

 14  already heard this issue once before and issued a ruling

 15  on it, so we think the same basis of facts and -- and

 16  logic that led to the Commission’s conclusion the first

 17  time is appropriate this time.

 18            Secondarily, the marketplace delivered asset

 19  acquisition bids that have been successful.  The market

 20  delivered solar plus storage bids that have been

 21  successful.  So the premise that they’re just

 22  fundamentally flawed and unfinanceable is obviously not

 23  the case.  Certainly understand the perspective that they

 24  -- that developers think they should be different, but
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 01  they’re not.  The documents are not so unreasonable that

 02  -- that bidders refuse to bid in projects.  I mean,

 03  that’s kind of basic facts.

 04            COMMISSIONER BROWN-BLAND:  All right.  Mr.

 05  Levitas.

 06            MR. LEVITAS:  Yes.  Thank you.  I would take

 07  issue with the notion that just because a couple of

 08  people successfully financed documents, that that makes

 09  them commercially reasonable with respect to all of these

 10  types of documents.  You've got two storage bids.  You

 11  might have gotten 50 storage bids.

 12            And -- and with respect to the -- the fact that

 13  -- with respect to the PPA that’s been used here, yes,

 14  it’s been financed in the past.  I’ve been involved with

 15  those financings.  I’ve been involved with negotiating

 16  those PPAs.  I don’t believe the fact that that has

 17  occurred necessarily is the definition of commercial

 18  reasonableness.  It’s possible to finance a commercially

 19  unreasonable document.  You may have to pay more to do

 20  it, you may have fewer financing parties who are willing

 21  to transact with you, but it still may be possible to get

 22  it done at a price or with difficulty.  And --

 23            COMMISSIONER BROWN-BLAND:  But that some are

 24  done is a factor to be considered, correct?
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 01            MR. LEVITAS:  Pardon me?

 02            COMMISSIONER BROWN-BLAND:  That some are

 03  financed is a factor to be considered?

 04            MR. LEVITAS:  I think it’s a relevant fact.  I

 05  would agree with that.  But I actually think Mr. Jirak

 06  got closer to the mark when he talked about looking at

 07  what’s done in other jurisdictions with other utilities

 08  and to kind of benchmark for -- for a measure of

 09  commercial reasonableness.  And I -- I would just -- just

 10  to give you one example of that, the -- the PPA that

 11  we’re dealing with here, which is based on the PURPA PPA

 12  that was negotiated, has a section that deals with

 13  assignment, and that section on assignment covers lender

 14  rights, so these -- these PPAs are collaterally assigned

 15  to lenders as part of the security of the financing

 16  package.  And I will just tell you that those terms in

 17  these Duke PPAs do not comport with what we see in most

 18  places in the country, and in order to get lenders to

 19  accept those, it takes a lot of work.

 20            So I just think the -- the fact that we’re able

 21  to -- and I’ve spent a lot of time personally trying to

 22  persuade lenders, yes, you should do this deal even

 23  though you don’t like these terms and this is not what

 24  you see in other jurisdictions, so I just think the test
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 01  is broader than whether some parties manage to succeed in

 02  getting challenging terms financed.

 03            COMMISSIONER BROWN-BLAND:  So in your view,

 04  it’s fair to say you might -- with some extra effort you

 05  might be able to get the financing, but it’s the extra

 06  effort that is -- is sort of adverse to the process, I

 07  guess?

 08            MR. LEVITAS:  That’s right.  We -- we will find

 09  some financing parties who are not willing to

 10  participate, given those terms, or they may charge a

 11  higher cost for financing as a result of those terms.

 12            COMMISSIONER BROWN-BLAND:  All right.  Does the

 13  IA have something on this point?

 14            MR. JUDD:  On commercial reasonableness?

 15            COMMISSIONER BROWN-BLAND:  Yes.

 16            MR. JUDD:  We -- Commissioner, we feel the --

 17            COMMISSIONER BROWN-BLAND:  And the changes that

 18  you did or didn’t make in Tranche 1.

 19            MR. JUDD:  Pardon me?

 20            COMMISSIONER BROWN-BLAND:  And the changes you

 21  did or didn’t make in -- in Tranche 1 based on the

 22  parties’ contributions.

 23            MR. JUDD:  Yeah.  We went through the comments

 24  of the parties.  We found that the final document was
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 01  commercially reasonable as used elsewhere.

 02            May I offer an observation about storage, since

 03  that is the subject that we’re in this segment, or would

 04  you like me to come back to that later?

 05            COMMISSIONER BROWN-BLAND:  Let me -- let me

 06  come back to you.  Mr. --

 07            MR. JUDD:  Thank you.

 08            COMMISSIONER BROWN-BLAND:  -- Buffkin, we’re

 09  still with your questions.

 10            MR. BUFFKIN:  I think I’m done with that one,

 11  but I've got -- I've got just a few more.

 12            COMMISSIONER BROWN-BLAND:  Oh.  So you're

 13  moving on?

 14            MR. BUFFKIN:  Yes, ma'am.  For Ms. Kemerait, I

 15  -- I understood your objections to the ramp rate

 16  provisions, and I’m looking for a little help on some

 17  details or expanding on your arguments.  What exactly is

 18  the objection here?  You feel that Duke hasn’t met its

 19  burden of persuasion to justify these provisions, or --

 20  or is it although they brought sufficient arguments and

 21  information, that -- that the Commission should just

 22  order a different outcome?

 23            MS. KEMERAIT:  Well, I’ll -- Tyler Norris was

 24  going to -- is going to talk a little bit about the ramp
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 01  rate restrictions, but so -- so far, up until today, Duke

 02  has provided no justification for the ramp rate

 03  restrictions, and so what we have been -- what we have

 04  been asking for is justification so that we could have an

 05  opportunity to try to find a solution that would allow --

 06  that would be appropriate, that would allow the energy

 07  plus storage projects to be able to be bid -- to be -- to

 08  be appropriate to be able to be bid into CPRE.

 09            MR. BUFFKIN:  So -- so, then, you just think

 10  they haven’t met their burden of persuasion?

 11            MS. KEMERAIT:  Absolutely, uh-huh.

 12            MR. BUFFKIN:  I understood that their

 13  justification was it’s commercially reasonable.

 14            MS. KEMERAIT:  Their -- they -- they have not

 15  demonstrated that it’s necessary for grid reliability,

 16  and I think that that is what they need to -- to

 17  demonstrate, that a restriction on energy storage must be

 18  necessary to protect grid reliability.  And we’ve

 19  received -- we -- we have heard some information today,

 20  but up -- but it’s been very general information, and up

 21  until today there’s been no justification about why these

 22  ramp rate restrictions are necessary for grid

 23  reliability.  And we’ve been asking for about a year for

 24  that technical justification for these restrictions.
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 01            MR. BUFFKIN:  All right.

 02            MR. O'HARA:  Mr. Buffkin, could I add to that,

 03  if I may -- or go ahead, please.

 04            So just as an example here, so one of the ramp

 05  rate restrictions is a 1 percent per minute ramp rate

 06  restriction while the solar facility is generating.  Just

 07  as an example, the state of Hawaii, which has a lot of

 08  solar and storage on their grid and is a small islanded

 09  grid, so presumably less capable of handling variation

 10  than a larger grid like this, actually has a 5 percent

 11  restriction there.  So -- so 1 -- 1 percent in that case,

 12  you know, doesn’t seem to make a lot of sense to us,

 13  given the differences in those grids, but I think the

 14  bigger issue is what -- what we’d like to see is let’s

 15  have a definition of the problem that’s -- that we’re

 16  trying to solve, and let’s work together to come up with

 17  the right solution to solve that.

 18            So what -- what we see is that there’s a --

 19  there’s presumably a problem that’s being solved, and

 20  what we see is -- is Duke’s answer to that problem.

 21  There’s a lot of expertise in our industry around energy

 22  storage as well, and I think if we work together, we may

 23  find that there are other less restrictive or contractual

 24  or, you know, other solutions to the problems, but we’d
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 01  like the opportunity to -- to work on those together.

 02            MR. NORRIS:  Yeah.  And just to expand on maybe

 03  some of those opportunities, so on one hand we are

 04  hearing a problem definition from the Utility, which is

 05  that they have a new capacity need that’s, say, a three-

 06  hour window on a winter morning.  So we’re trying to

 07  develop solutions to that challenge for the benefit of

 08  ratepayers, and the question is, what sort of operational

 09  restrictions will best allow that?  And what’s been

 10  proposed in the prior PPA was that a battery could not

 11  ramp up to supply that need in less than 20 minutes.  So

 12  you’d have a 5 percent a minute ramp rate, and that’s up

 13  and down.  So a battery would have to sacrifice the

 14  ability to provide that discharge on behalf of ratepayers

 15  for a total of 40 minutes, and -- and that’s, you know, a

 16  two- or three-hour window.

 17            We appreciate that Duke has changed its

 18  position and now is -- is talking about a 10 percent ramp

 19  rate limitation in that scenario, but even there you’re

 20  losing 20 minutes of potential output that we’re all

 21  trying to maximize, again, on behalf of ratepayers, and

 22  it’s unclear to us why, especially if the battery is, in

 23  fact, capable of providing that discharge for a full two-

 24  or three-hour window.
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 01            Now, the other problem definition I believe

 02  that we are starting to hear for the first time is that

 03  they are concerned about a resource being able to provide

 04  discharge for that full window.  They’re worried about,

 05  say, a cutoff point or an unpredictable cutoff in a

 06  period when they’re expecting that capacity output.  And

 07  I think there’s a really reasonable solution we can come

 08  to, which is simply that we state in the PPA that there

 09  will be no ramp rate limitation if you commit to

 10  providing discharge for the full period or some -- say,

 11  it’s a two hour period, but I think we could come to some

 12  agreement on that.

 13            But, again, the -- so the -- the issue that

 14  we’re hearing expressed is a concern about a resource not

 15  providing that output for us for a period of time.  I

 16  think one reasonable solution would be we just say if you

 17  do provide discharge for a two- or three-hour window,

 18  there’s no ramp rate limitation or a substantially lower

 19  ramp rate limitation.

 20            So I think that’s -- that’s the only comment

 21  I’ll make for now on that issue.

 22            COMMISSIONER BROWN-BLAND:  Mr. Buffkin.

 23            MR. BUFFKIN:  Let me stay with Ms. Kemerait, if

 24  I may.  In looking at Protocol Provision Number 9, this

�0076

 01  is something you’ve raised objection to in your comment

 02  about the operating restrictions in Duke’s, in your

 03  words, “unfettered right to add additional and undefined

 04  operating restrictions.”  I think I have the latest

 05  version in front of me, and it -- it references NERC

 06  standards.  It references commercially reasonable manner,

 07  commercially reasonable demonstration.  Are -- are these

 08  not limitations on Duke’s ability to add new

 09  restrictions?

 10            MS. KEMERAIT:  So Mr. Buffkin, is your question

 11  that our objection to Number 9 would limit Duke’s ability

 12  to add additional restrictions?

 13            MR. BUFFKIN:  No.  I understood your objection

 14  was it gave them too much ability to add new

 15  restrictions.  And maybe to say it another way, is where

 16  someone would raise objections to these undefined

 17  restrictions is, you know, that they’re not authorized,

 18  but here we have expressly incorporated by reference into

 19  this protocol what I understand to be limits on adding

 20  new restrictions.  For example, if it wasn’t necessary to

 21  comply with NERC standards, if it wasn’t implemented in a

 22  commercially reasonable manner, those would be limits on

 23  Duke’s ability to add new restrictions.  Am I -- am I

 24  misunderstanding the provisions of the protocol?
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 01            MR. NORRIS:  So I think this -- this is another

 02  example where just the -- the lack of information or

 03  technical justification --

 04            COMMISSIONER BROWN-BLAND:  Be sure the mic’s --

 05            MR. NORRIS:  Sorry about that.

 06            COMMISSIONER BROWN-BLAND:  -- directionally

 07  aimed at you.

 08            MR. NORRIS:  It’s just -- it’s an area where I

 09  think maybe we could resolve it if we -- if we sit down

 10  and really walk through what a scenario like that would

 11  look like.  So what -- what is a -- what is a scenario we

 12  can imagine where a NERC standard changes that does

 13  require an additional operational restriction on the

 14  batteries?  And if we can really hone those in and define

 15  them well and -- and for one, we can then better assess

 16  whether they are, in fact, commercially reasonable, but,

 17  two, it’s the only way that many parties can actually

 18  finance such a PPA.  Because if we don’t know what those

 19  scenarios are or how restrictive they could, in fact, be,

 20  you’re not going to be able to convince a financing party

 21  to step into that risk to finance such an asset.

 22            So all we’re saying is certainly in that

 23  scenario we need to better understand what that scenario

 24  is.
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 01            MR. ROBERTS:  May I answer?

 02            COMMISSIONER BROWN-BLAND:  Yes, Mr. Roberts.

 03            MR. ROBERTS:  Thank you.  So -- so I’ll give

 04  you a great example.  In 2016, NERC changed Standard

 05  BAL-001 from something that was looked at on a monthly

 06  period, you had a month to dilute your performance to

 07  acceptable performance, to a 30-minute window.  So now if

 08  we exceed what’s called our Balancing Authority ACE Limit

 09  for 30 minutes, which that steep net demand ramp in the

 10  morning and in the evening greatly challenges that, then

 11  we've violated a standard.  And, of course, the fines are

 12  up to a million dollars per day per event, over a million

 13  now.

 14            COMMISSIONER BROWN-BLAND:  And, Mr. Roberts,

 15  did you -- did you have any -- any response to Mr.

 16  O’Hara’s mentioning of the -- the restriction in Hawaii

 17  versus the restriction of Duke?

 18            MR. ROBERTS:  Right.  So -- so as I mentioned

 19  earlier, that is one of the areas we’re looking at with

 20  respect to Tranche 2 protocols with respect to that 1

 21  percent ramp rate limitation, and so hopefully we can

 22  come up with something that’s beneficial to all parties.

 23            COMMISSIONER BROWN-BLAND:  All right.

 24            MS. KEMERAIT:  And can I -- can I just add one
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 01  more comment?  Karen Kemerait.  I mean, what we are --

 02  what we are looking for is to have is -- what we’ve been

 03  looking for for the past year is to have a dialogue with

 04  Duke, with Public Staff being part of it, so that we can

 05  understand what those concerns are and to solve for them

 06  so that we can have appropriate energy storage protocol

 07  for -- first, we wanted it for Tranche 1, but now for

 08  Tranche 2.  And then also we think that this is going to

 09  be a really critical precedent for PPAs elsewhere, so

 10  this is a -- this is a really important issue not just

 11  for CPRE, but for all interconnection projects.

 12            And I think that with the stakeholder process

 13  that we’ve asked for, I think that we can come to

 14  solutions, and so we, you know, continue to ask for a

 15  stakeholder process so that we can better understand what

 16  we’re trying to solve for, provide solutions, and then as

 17  part of the stakeholder process we want the Commission to

 18  consider and approve what the -- what the recommendations

 19  and solutions would be so that we can have appropriate

 20  policies for CPRE and then going forward for other

 21  interconnection PPAs.

 22            COMMISSIONER BROWN-BLAND:  Thank you.  Mr.

 23  Buffkin --

 24            MR. BUFFKIN:  Well --
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 01            COMMISSIONER BROWN-BLAND:  -- any more?

 02            MR. BUFFKIN:  Just one more for Ms. Kemerait,

 03  and then a couple for the Public Staff.

 04            COMMISSIONER BROWN-BLAND:  All right.

 05            MR. BUFFKIN:  I’ll -- I’ll be brief.  So on --

 06  on that last point, you’ve all -- you all have had -- at

 07  least had the opportunity to attend stakeholder meetings,

 08  so dialogue is going on.  Have we just reached a point

 09  where you all don’t agree with each other or -- I’m

 10  having trouble understanding you’re saying you want

 11  dialogue and you haven’t had dialogue, but we know

 12  stakeholder meetings have happened, so -- so maybe you

 13  all just don’t agree.

 14            MS. KEMERAIT:  I would not characterize it that

 15  we just don’t agree.  I think that we have had no

 16  opportunity for that sort of discussion.  We did have two

 17  stakeholder meetings that we were very appreciative that

 18  Mr. Judd and the Accion Group organized and included

 19  Duke, market participants, the Public Staff.  I mean,

 20  they were -- there was quite a bit of interest and they

 21  were very well participated in.

 22            However, again, going into both of the

 23  stakeholder meetings, we continued to ask for information

 24  about the energy storage protocol, we asked for
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 01  justification, we asked for the dialogue, and we frankly

 02  did not receive any justification from Duke.  So the

 03  energy storage discussion was extremely limited.  We did

 04  not -- we -- we -- there was no in-depth discussion or

 05  analysis.  So the discussion that we’re having today

 06  before the Commission is by far the most in depth and

 07  greatest discussion that we’ve had about energy storage

 08  since CPRE has begun.

 09            COMMISSIONER BROWN-BLAND:  It’s my -- it’s my

 10  observation that I believe parties on both sides of the

 11  room have heard something new out of these discussions

 12  today, so we -- that’s one of the hopes of the

 13  Commission, is that you’ll find the proceeding helpful to

 14  helping us move along and progress implementation of this

 15  program.

 16            Mr. Buffkin, do you have any more?

 17            MR. BUFFKIN:  Yes, ma'am, just two more, and I

 18  -- I think these are best directed to Public Staff.  You

 19  recommended the parties take into consideration the study

 20  results by the North Carolina Policy Collaborative in

 21  approaching the issues in this proceeding related to

 22  energy storage.  Now, Duke has told us they don’t think

 23  other services are permitted under the CPRE statute.

 24  What’s your view on statutory authorization for that kind
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 01  of compensation under the CPRE program?

 02            MR. DODGE:  So the -- excuse me -- this is

 03  going to carry forward into our discussion on the

 04  dispatchable PPA, I think, a little bit this afternoon,

 05  but we -- I think we recognize the -- the CPRE’s purpose

 06  is to procure energy capacity and environmental

 07  attributes, but in terms of the -- the cost cap that’s

 08  used for determining cost effectiveness, that’s based on

 09  avoided cost.  And you -- as long as you’re below that,

 10  if they’re providing the most cost effective resources to

 11  -- that provide energy capacity and environmental

 12  attributes, but also provide other services to benefit

 13  customers, then we think that those can be recognized or

 14  should be recognized as values.

 15            I think in our March 22nd comments we talked a

 16  little bit about the transparency of the evaluation

 17  process and the net benefit to the grid as well, and that

 18  to the extent that that, I think, is more -- after

 19  Tranche 1 parties are able to evaluate that a bit more

 20  fully and understand that that that may be -- we may see

 21  more -- more innovative bids or bids that may -- may try

 22  to target those that net system or net benefit to the

 23  grid determination, and maybe -- that maybe help

 24  incentivize additional storage.
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 01            MR. BUFFKIN:  Thank you for that.  And my final

 02  question, again, I think for the Public Staff, so House

 03  Bill 589 directed that that energy study by the

 04  collaborative be delivered to the General Assembly, the

 05  Joint Legislative Commission on Energy Policy and the

 06  State’s Energy Policy Council, and to my knowledge.

 07  neither has acted on that study.  To what extent is it

 08  premature for the Commission to do so based on the

 09  results of that study in the absence of any other

 10  legislative direction to take action?

 11            MR. DODGE:  That’s -- that’s a good question.

 12  No.  I mean, it’s hard to avoid storage right now.  It

 13  seems to be coming up in IRPs and avoided cost and CPRE.

 14  It’s a -- it’s a theme that we keep coming back to,

 15  interconnection, so it’s -- it seems to be something that

 16  a lot of work went into to developing that collaboratory

 17  report and some of the -- the potential benefits.  We --

 18  we also recognize that it was a report to the General

 19  Assembly and whether some action would be taken there

 20  first.  But to the extent that there are values

 21  identified in that report and that the Utilities are also

 22  looking at in IRPs and -- and some of their other

 23  modernization plans, I think we -- we think it’s

 24  appropriate for the Commission to look on a larger scale
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 01  at the energy storage protocol.

 02            We’ve -- we’ve recommended a stakeholder

 03  process for -- or not energy storage protocol, but energy

 04  storage that would also include whether the energy

 05  storage protocol could be modified in a way, whether it’s

 06  -- I mean, certainly, when Mr. Roberts attends these

 07  meetings and provides information on how -- you know, how

 08  reliability is key in making sure that the -- the storage

 09  is integrated in a meaningful way, it’s helpful, but we

 10  also want to make sure that we’re not overly conservative

 11  in that application and that some of those other benefits

 12  could be captured, if possible.

 13            MS. CUMMINGS:  Jeff Thomas here, our engineer,

 14  has pointed out to me -- he spent quite a bit of time

 15  with the study -- that there are specific recommendations

 16  in the study that are for the General Assembly to act on

 17  or -- or are more appropriate for the Commission to act

 18  on, like changes to interconnection standards, so that

 19  may be relevant in thinking about recommendations of the

 20  study.

 21            I would also point out from my time at the

 22  Legislature, the Legislature will not hesitate to tell

 23  you if you’ve gone too far, so...

 24            COMMISSIONER BROWN-BLAND:  All right.  Let
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 01  me --

 02            COMMISSIONER CLODFELTER:  But until they do, we

 03  can go as far as we want.

 04            COMMISSIONER BROWN-BLAND:  So I want to come

 05  back to Mr. Judd.

 06            MR. JUDD:  Thank you.

 07            COMMISSIONER BROWN-BLAND:  He asked to make

 08  comments about this general storage protocol issue.

 09            MR. JUDD:  Yeah.  I’ll be very brief.  I just

 10  wanted to, if I could, put this in context.  Neither the

 11  CPRE rules nor the underlying legislation expressly

 12  states that storage should be part of this.  And as I

 13  opened my remarks this morning, I spoke of Tranche 1 as

 14  being a beta test.  Duke agreed to include the storage

 15  opportunity so that we could prompt this sort of

 16  discussion.  What does the market need to participate?

 17  How could we make it work in North Carolina?

 18            I’ll also note that the first time my group,

 19  our group, has been involved in storage was a dozen years

 20  ago, and it was brought in as an experiment by another

 21  jurisdiction, another commission, saying let’s give it a

 22  try.  And it was a small part of a much larger, much

 23  larger conventional RFP.

 24            Also, we have done quite a bit of work with --
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 01  in Hawaii as an independent evaluator.  And, in fact,

 02  it’s not an island, sir; it’s four separate island

 03  systems, which you would think would make it easier to

 04  bring in storage, but it didn’t.  And the first time we

 05  had conversations with them about how can we incorporate

 06  it was easily six years ago.  So my point being that this

 07  takes time.  We walk before we run.  The fact that HECO

 08  -- strike that; I’m sorry -- Duke agreed to bring in

 09  storage as a starting point in Tranche 1 and introduce it

 10  into CPRE to see where it could go was, we thought, a

 11  very good thing.  And we obviously encourage that.  We’re

 12  encouraging expansion of it.

 13            And I just wanted to, if I could, put it in

 14  context.  They were -- it was not like they’re putting up

 15  ways -- a roadblock.  We said let’s put it out there and

 16  see what the market will bring us and then let’s find out

 17  what we need, because each jurisdiction is unique.  Thank

 18  you.

 19            COMMISSIONER BROWN-BLAND:  All right.  Thank

 20  you.  Commissioner Clodfelter, any questions on storage?

 21            COMMISSIONER CLODFELTER:  It’s kind of a

 22  halfway observation and a halfway question, so you can

 23  take it both ways.  When we teed this up this afternoon,

 24  we -- we thought we were going to be talking about issues
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 01  that are right for the Commission to have to express some

 02  viewpoint.  And based on what I’ve heard, it sounds as if

 03  there are going to be some significant new proposals for

 04  the storage protocols in Tranche 2 that they haven’t

 05  fully formulated and you haven’t seen at all.  So my

 06  question about this afternoon is, is it really even

 07  useful for us to continue with this until there has been

 08  a chance for Duke to talk to you about the new proposals,

 09  for you to react to the new proposals?  I think they’ve

 10  heard you.  We’ve clearly heard you, that it needs to be

 11  a very robust discussion and exchange, and I think

 12  they’ve heard that.  And we’ll probably repeat that

 13  several times ourselves.

 14            Is there anything useful, more useful, we can

 15  do?  Is there any issue that you know is not going to get

 16  resolved even if you sit down and discuss a whole new set

 17  of storage protocols?  That’s the real question.  Is --

 18  is there something that’s just not going to get resolved

 19  regardless for Tranche 2?  Yeah.

 20            MS. KEMERAIT:  Yeah.  So Commissioner

 21  Clodfelter, Karen Kemerait with NCCEBA.  We know of no

 22  issue that won’t be able to be resolved.  We are -- as --

 23  as I’ve mentioned, we’re very hopeful that with a

 24  dialogue and a stakeholder process, that we can work
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 01  together to find solutions for Duke’s concerns about grid

 02  reliability.  And then, of course, if we -- if we can’t

 03  reach agreement, we’ll be asking the Commission to -- to

 04  make a determination.

 05            COMMISSIONER CLODFELTER:  Well, we’ll see the

 06  new PPA for Tranche 2 and the proposed new protocols and

 07  it will be teed up then, so...

 08            MS. KEMERAIT:  And I -- it’s difficult for us

 09  to really respond because --

 10            COMMISSIONER CLODFELTER:  We’re not -- I’m not

 11  suggesting you do so.

 12            MS. KEMERAIT:  Right.

 13            COMMISSIONER CLODFELTER:  The very point of my

 14  question is that it’s not right for this afternoon.

 15            MS. KEMERAIT:  Right.  We came -- it’s not

 16  right because we came prepared for the current Tranche 1

 17  and --

 18            COMMISSIONER CLODFELTER:  I -- I respect that.

 19  I understand that.  I think what I’ve heard from this

 20  side of the room is they’re not going to do a repeat.

 21            MR. O'HARA:  Commissioner, what I think is

 22  right for this afternoon --

 23            COMMISSIONER CLODFELTER:  Okay.

 24            MR. O'HARA:  -- and what you’ve heard from -- I

�0089

 01  think from us and from Public Staff is for the Commission

 02  to direct these parties to engage in a stakeholder

 03  process more broadly around storage, so not limited to

 04  just CPRE, with -- with some level of Commission

 05  oversight on that process.

 06            COMMISSIONER CLODFELTER:  Yeah.  Well, that’s

 07  -- that’s -- we heard you on that.  That’s something,

 08  though, right now we’re trying to get Tranche 2 out the

 09  door, and we -- we know that that’s a pending suggestion,

 10  proposal, from several parties that’s broader than that,

 11  and we understand.

 12            I want to make one other observation and only

 13  because of the dialogue that occurred in the last series

 14  of questions, and I’m speaking only as one lawyer and one

 15  Commissioner, but, you know, it’s an interesting statute

 16  in so many ways.  The -- the way I read the statute, and

 17  I think it’s pretty -- pretty clear to me, at least, is

 18  that the compensation structure for the CPRE program

 19  contemplates payments for energy and capacity, but that

 20  operationally the statute contemplates that Duke has --

 21  is entitled to receive every other value stream from --

 22  from these facilities that exists.

 23            Now, maybe, for the reasons that they’ve

 24  articulated, as a practical matter they can’t realize on
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 01  those value streams right now, today, but legally the law

 02  says you’re entitled to get dispatch, operation, and

 03  control in the same manner as if you owned it.  So the

 04  way I read the statute, you’re entitled to those services

 05  any time you’re able to get them.  That’s one law review.

 06            COMMISSIONER BROWN-BLAND:  Commissioner

 07  Mitchell.

 08            COMMISSIONER MITCHELL:  Duke, just a few for --

 09  for you first.  Mr. Roberts, just a very practical

 10  question.  For those instances in which the Companies --

 11  either of the Companies has dispatch down rights through

 12  existing PPAs, how do you execute on those -- how do you

 13  provide those instructions and then make sure they’re --

 14  that the operator follows through?

 15            MR. ROBERTS:  Yeah.  So we have filed the

 16  curtailment protocols and --

 17            COMMISSIONER MITCHELL:  Not -- not a -- so --

 18  so this would be sort of a negotiated contract where

 19  you’ve got the right to -- and I --

 20            MR. ROBERTS:  Okay.

 21            COMMISSIONER MITCHELL:  -- and I’m sorry to

 22  interrupt you.  You may be going down that --

 23            MR. ROBERTS:  Sorry.

 24            COMMISSIONER MITCHELL:  -- path --

�0091

 01            MR. ROBERTS:  Yeah.  So --

 02            COMMISSIONER MITCHELL:  -- but I just want to

 03  make sure we’re talking about the same thing.

 04            MR. ROBERTS:  Yeah.  So in third-party

 05  negotiated contracts, if that’s what you’re referring

 06  to --

 07            COMMISSIONER MITCHELL:  Yes, sir.

 08            MR. ROBERTS:  -- we've had 10 percent

 09  operational issue dispatch down rights, and the way we

 10  execute those currently is through a phone call.  And so

 11  we will -- we’ll call up that third-party control site.

 12  I won’t name names of vendors, but, you know, anyway.

 13  We’ll call up that third-party site, and we’ll request

 14  them to dispatch down to a minimum level, and then we’ll

 15  explain to them that we’ll call them back and tell them

 16  when they can bring their facility back up.

 17            COMMISSIONER MITCHELL:  Okay.  And I assume

 18  that there are electronic controls between your -- your

 19  operations facility and the solar -- solar generating

 20  facility that allow you to be certain that that facility

 21  has --

 22            MR. ROBERTS:  So -- so we can -- we have

 23  monitoring of the output of that site --

 24            COMMISSIONER MITCHELL:  Okay.
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 01            MR. ROBERTS:  -- so, yes, we can -- we can

 02  visually see the reduction in output from --

 03            COMMISSIONER MITCHELL:  Okay.

 04            MR. ROBERTS:  -- that site.

 05            COMMISSIONER MITCHELL:  Okay.  Okay.  And so at

 06  this point in time it’s just by -- through telephone

 07  instruction?

 08            MR. ROBERTS:  That’s correct.

 09            COMMISSIONER MITCHELL:  Okay.

 10            MR. ROBERTS:  For third-party negotiated, yes.

 11            COMMISSIONER MITCHELL:  Okay.  One of the --

 12  one of the points made on your slides as a potential

 13  adjustment for Tranche 2 protocol is that you would

 14  consider -- the Company would consider the option to

 15  negotiate terms for Duke control of batteries at a later

 16  date after control capabilities have been developed and

 17  tested or --

 18            MR. ROBERTS:  Right.

 19            COMMISSIONER MITCHELL:  -- or -- how -- can you

 20  -- can you talk a little bit more about that?  How far

 21  away are you from that, and what have you done, you know,

 22  towards that end?

 23            MR. ROBERTS:  Right.  So basically towards that

 24  end we've just had discussion so far.  We -- we have
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 01  discussed the technical aspects of what would need to be

 02  -- take place with the EMS coding with infrastructure

 03  with respect to communication protocol between EMS and

 04  DMS for cybersecurity reasons.  EMS is Energy Management

 05  System; DMS is Distribution Management System.  To go to

 06  distribution connected batteries, and then for

 07  transmission connected batteries it would be directly

 08  from the Energy Management System to the transmission

 09  connected facility.

 10            And so it -- is it feasible?  Yes.  Have we

 11  laid out the entire engineering design?  No.  We still

 12  have a little ways to go on that.

 13            COMMISSIONER MITCHELL:  And -- and so can you

 14  give me a sense of how much time, like what, you know --

 15            MR. ROBERTS:  Yeah.  So --

 16            COMMISSIONER MITCHELL:  -- how far away are you

 17  from that?

 18            MR. ROBERTS:  So one of the things we are

 19  discussing putting in place is getting some operating

 20  experience through sending a signal from the Energy

 21  Management System through the DMS that’s supposed to go

 22  live sometime later this year to the -- I believe it’s

 23  the Rock Hill site, and just get some operating

 24  experience with controlling that battery once it’s
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 01  installed.

 02            COMMISSIONER MITCHELL:  And the Rock Hill site,

 03  that is a -- is that a Company site?

 04            MR. ROBERTS:  Yes.

 05            COMMISSIONER MITCHELL:  Okay.

 06            MR. ROBERTS:  Yeah.  That’s correct.

 07            COMMISSIONER MITCHELL:  Okay.  Are there any

 08  third-party batteries or energy storage facilities

 09  operating on either of your systems at this point in

 10  time?

 11            MR. ROBERTS:  There may be on a --

 12            COMMISSIONER MITCHELL:  I’m sorry.  Utility

 13  scale.  I’ll be more specific.

 14            MR. ROBERTS:  Yeah.  Utility scale?  No.  Once

 15  again, there -- there -- there may be some connected to

 16  some wholesale PODs that I’m not aware of, but...

 17            COMMISSIONER MITCHELL:  Okay.  But you’re not

 18  aware of any solar plus storage facilities --

 19            MR. ROBERTS:  No.

 20            COMMISSIONER MITCHELL:  -- at this time?

 21            MR. ROBERTS:  No.

 22            COMMISSIONER MITCHELL:  Okay.  Okay.  And do

 23  you know -- you may not know this information, but if --

 24  but if anyone on the Duke side knows this information,
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 01  please -- please answer the question.  But do you know if

 02  any solar plus storage facility has been -- has been --

 03  has made it through the interconnection study process and

 04  will be interconnected at some point in the future from

 05  outside of the CPRE process?

 06            MR. ROBERTS:  I’m not aware.  I guess Bill

 07  Quaintance could probably --

 08            MR. QUAINTANCE:  No, none that are as far along

 09  -- none that are into IA.

 10            COMMISSIONER MITCHELL:  Okay.  Okay.

 11            MR. JOHNSON:  I would say -- I would add --

 12            COMMISSIONER BROWN-BLAND:  Madam court

 13  reporter, could you get that?

 14            MR. JOHNSON:  Oh, I’m sorry.

 15            COURT REPORTER:  I did.  Thank you.

 16            COMMISSIONER BROWN-BLAND:  All right.

 17            MR. JOHNSON:  Dave Johnson here.  I -- I’d add

 18  that we know of at least one large PPA, negotiated PPA,

 19  where there is storage included.

 20            COMMISSIONER MITCHELL:  But that project is not

 21  yet online?

 22            MR. JOHNSON:  It’s not online, no.

 23            COMMISSIONER MITCHELL:  Okay.  And that would

 24  be a project that is not involved in the CPRE process?
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 01            MR. JOHNSON:  That’s correct.  It’s a -- it’s a

 02  solar plus storage.

 03            COMMISSIONER MITCHELL:  Okay.  I have a few

 04  questions for the IA.  So in this Tranche 1 you all

 05  received four bids that included an energy storage

 06  facility.  Three of those were selected as successful or

 07  winning bids.  Can you -- can you sort of describe how

 08  you perceive that?  Was that -- is that a success or do

 09  you -- did -- did that -- did that fall short of your

 10  expectations?  Help us understand sort of the relative

 11  significance of that number.

 12            MR. BALL:  There were four in one --

 13            MR. JUDD:  Go ahead.  Go ahead.

 14            MR. BALL:  Excuse me.  Yes.  The -- there were

 15  four bids submitted with storage.  One of them dropped

 16  out, and then so there were just three that were left for

 17  evaluation, and two of those were selected.

 18            COMMISSIONER MITCHELL:  Okay.  I’m sorry.  So I

 19  stand corrected.  Okay.

 20            MR. JUDD:  Permit me to answer it this way.  In

 21  other jurisdictions, other RFPs, we’ve gotten a more

 22  robust response.  In fact, we have run solicitations that

 23  are strictly for storage for a specific purpose, such as

 24  in the LA Basin we do it to avoid new transmission.
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 01            The response rate and the success rate is not

 02  out of line with some other jurisdictions.  And I’m being

 03  circumspect simply because some information that -- we’re

 04  -- we’re still working through some RFPs elsewhere that

 05  that information is not public.  At the same time, we

 06  completed one in Colorado last year.  It had a very

 07  robust response with storage.  But there were different

 08  criteria, including, and I think this is an important one

 09  I want to share with you, because we are bringing in

 10  storage to CPRE where it must be for a 20-year term a

 11  renewable resource, which would mean the storage must be

 12  recharged from the renewable asset.  In other

 13  jurisdictions we permit the storage after a term of years

 14  to be recharged from the grid.  Typically, it’s five

 15  years because the developer captures all of the ITC

 16  value, then we have a different product when you can

 17  charge it from the grid.  You know, they can charge at

 18  2:00 in the morning and deliver it peak time in the

 19  afternoon, by way of example.

 20            So we have constraints here in CPRE that should

 21  be recognized as may have had a factor in determining the

 22  -- the response.

 23            COMMISSIONER MITCHELL:  Well, we -- we would

 24  appreciate your helping us understand what those
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 01  constraints are, so thank you for -- for that

 02  information.

 03            MR. JUDD:  And we can provide more if -- in

 04  fact, we did provide some as part of the stakeholder

 05  process that was referenced earlier, where we had a list

 06  of all the ways we have used storage in other

 07  jurisdictions.  I’ll make sure that your staff gets that.

 08            COMMISSIONER MITCHELL:  Okay.  One last

 09  question for the -- for the IA.  You indicated that you

 10  -- you all perceive Tranche 1 as a beta for the CPRE

 11  process in general.  And you -- you -- you suggested

 12  that, you know, you -- storage is kind of part of that;

 13  you wanted to see what you would get, including storage

 14  in the -- in the process.  And I -- and I think I heard

 15  you say that you’re encouraging the expansion of -- of

 16  storage.  Can you -- can you explain what you mean by

 17  that or --

 18            MR. JUDD:  We’re -- thank you.  If -- I may not

 19  have been clear enough in trying to be brief in my

 20  remarks.  We are encouraging Duke to revise the

 21  protocols.  We were hoping in the comment period that

 22  preceded Tranche 1 that we would have gotten more

 23  direction from the marketplace as specifics that they

 24  would like changed in the protocols.  From what I’ve
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 01  heard today, I’m hopeful that we will get some of that.

 02  It’s more helpful to have specific -- you know, the ramp

 03  rate, we’d like it to be 10 percent instead of 1 percent,

 04  as opposed to we don’t like the ramp rate.  And I

 05  understand.  It was all rather vague, and it came in in

 06  the process, but with more of that we think that we can

 07  help refine the protocols, and with that we are hopeful

 08  that we can get more expansion of offers for storage.

 09            I -- the point I made just a moment ago about

 10  the recharge of storage, we have been -- I will share

 11  with you, we have been exploring whether there’s a way to

 12  at some point bifurcate, if you will, the storage to make

 13  it so it could be separated from the renewable process.

 14  We don’t see a way to do that in CPRE and stay within the

 15  confines of the legislation.  That’s a -- that’s a huge

 16  one in other jurisdictions.  I -- I will share that with

 17  you.  But we are looking for ways.

 18            We have found, in all candor, Duke and the

 19  parties in interest to be interested in working together

 20  to come up with revisions.  We have more time now.  When

 21  we rolled out storage before, I think it caught some

 22  folks a bit by surprise.  It was new.  We gave it a try.

 23  We’re going to do better.

 24            COMMISSIONER MITCHELL:  Okay.  Thank you.  For
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 01  -- let’s see.  For the Public Staff -- actually, I’m

 02  going to ask NCCEBA a few and then I’ll come back to the

 03  Public Staff.

 04            Can you give us -- can -- can NCCEBA provide

 05  its -- its explanation or its position on for the

 06  relative significance of the storage numbers from Tranche

 07  1?  Let me -- let me be a little bit clearer with my

 08  question.  Under what circumstances could the response

 09  have been more robust?

 10            MS. KEMERAIT:  So this is Karen Kemerait on

 11  behalf of NCCEBA.  Our opinion is, is that the energy

 12  storage response was not robust at all.  There were four

 13  projects that were bid in out of 78.  And I did want to

 14  share that Mike Wallace with Ecoplexus, Ecoplexus had the

 15  two winning storage plus -- excuse me -- solar plus

 16  storage projects.  And he wanted to be here, and I

 17  mentioned he was ill, because he wanted to convey to the

 18  Commission that even though Ecoplexus did bid in projects

 19  to CPRE and did have the two winning projects, that

 20  Ecoplexus has very significant concerns about the energy

 21  storage protocol.

 22            So our view is, is that the vast majority of

 23  the solar developers did not even bid any storage

 24  projects into CPRE, even though there is a substantial
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 01  amount of interest in solar plus storage projects among

 02  the market participants.  So I think that if we can fix

 03  the energy storage protocol and, you know, work together

 04  with Duke to find good solutions, my expectation is, is

 05  that for Tranches 2 and 3 there will be much more

 06  substantial participation with storage projects.

 07            MR. NORRIS:  I’ll just add a couple of

 08  comments.  Part of the inherent challenge is that the

 09  avoided cost rate structure is not particularly valuable

 10  for storage resources.  And as -- as Duke has accurately

 11  sort of portrayed, this is a relatively emerging

 12  technology, it's still nascent, and the rate structure is

 13  not very supportive.

 14            Now, the Sub 158 proposed rate structure in

 15  DEP, it is more supportive and especially in those winter

 16  morning periods.  Of course, the challenge is that the

 17  CPRE procurement on DEP is extremely minimal, and so

 18  we’re unlikely to see a whole -- a whole lot of DEP

 19  storage capacity in Tranche 2 or ever.

 20            And the DEC rate structure, while being a

 21  slight improvement of Sub 148 and Sub 158, may not be

 22  enough to -- to support this if we’re only valuing energy

 23  and capacity.  And, hence, the -- the question, I think,

 24  that was asked previously, would it be appropriate to
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 01  consider the possibility of -- of valuing other value

 02  streams, I would just submit to the Commission that the

 03  South Carolina Legislature just required all utilities in

 04  that state to submit a revised avoided cost methodology

 05  that does account for ancillary services, and so I

 06  believe that filing will be forthcoming soon from Duke

 07  and may be worth taking a look at it, and there may be an

 08  opportunity to take advantage of some of those other --

 09  those other value streams in a way that could make

 10  storage more creative.

 11            And just one final point is because the rate

 12  structure is -- is not quite supportive, all of these

 13  little aspects, they matter a lot because it’s very much

 14  on edge.  And so a difference of a ramp rate of 5 percent

 15  or 10 percent really does make a difference overall on

 16  whether those resources can be cost effective.

 17            COMMISSIONER MITCHELL:  So just so I

 18  understand, Mr. Norris, I mean, are you -- because, you

 19  know, we -- we were talking about the operational

 20  limitations and parameters that are set forth in the

 21  protocols, and you’ve discussed the rate design that’s

 22  now at issue in the avoided cost docket.  So is the rate

 23  design more conducive to pairing storage with the solar

 24  or -- I mean, what’s more important, to the extent one is
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 01  more important than the other?

 02            MR. NORRIS:  I think it’s difficult to say.

 03  Certainly, the -- the fundamental rate structure, I

 04  suppose you could argue, is the most important on a

 05  marginal basis.  And so, for example, the difference

 06  certainly between the Sub 148 and Sub 158 capacity value,

 07  and especially for those winter mornings, that -- that is

 08  accretive, and so I think, you know, if you did see a

 09  substantial amount of CPRE procurement in DEP, you

 10  probably would see more storage bids in Tranche 2, but,

 11  again, especially in DEC because it’s so on edge

 12  everything adds up, and I would say those -- those ramp

 13  rate restrictions certainly do factor in.

 14            COMMISSIONER MITCHELL:  Okay.  Okay.  Thank

 15  you.  Just for the Public Staff, just very quickly.  Will

 16  you summarize the Public Staff’s position on -- on energy

 17  storage at this point?  I mean, you -- you all have

 18  recommended now for -- for some time in this docket in

 19  particular that the Commission order the parties to

 20  engage in discussion or workshopping.  I mean, is that

 21  still your recommendation?  Can you just provide me the

 22  -- the specifics?

 23            MR. DODGE:  Sure.  I’d be happy to.  I mean, I

 24  think the -- the dialogue today kind of exemplifies
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 01  there’s a lot of learning still going on in this, and I

 02  think we’re hearing information that’s been shared from

 03  the Utilities today about some further evaluation that

 04  they’re making of how the energy storage protocol may be

 05  applied in -- in the future.

 06            I think in general, we -- we don’t have the

 07  expertise necessarily to comment on the reasonableness of

 08  the ramp rates or the discharge window specifically.  I

 09  think we’ve tried to, through other dockets such as the

 10  avoided cost docket, to find ways such as targeting

 11  specific hours where the -- we’re providing better price

 12  signals that might incentivize storage or make those --

 13  those other more attractive.

 14            So I think we have tried to work, and -- and

 15  whether it’s in interconnection or avoided cost, to find

 16  ways to, to the extent storage can add value and provide

 17  additional benefits to customers, to make that possible.

 18            We -- I think with regard to the stakeholder

 19  process, I think we did recommend that last fall

 20  initially for energy storage when energy storage protocol

 21  was first being considered, and we did repeat that

 22  recommendation in our March 22nd comments.  I think

 23  there’s -- there’s still a lot of, again, a lot of

 24  learning going on and a lot of information that can be
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 01  shared.

 02            For Tranche 2, I think, again, there may be --

 03  if things are moving on a time frame that provides time

 04  for further discussions to take place on a Tranche 2

 05  energy storage protocol and maybe some further

 06  information sharing, it may be appropriate to limit it to

 07  that purpose, but I think at some point it -- it makes

 08  sense for this -- the questions of energy storage and the

 09  value proposition that it provides to be more broadly

 10  considered by the Commission.

 11            That wasn’t quick.  I’m sorry.

 12            COMMISSIONER BROWN-BLAND:  All right.  We've

 13  worked our way through three issues.  We have one left.

 14  I’m going to take a break here in a minute.  Before we do

 15  that, hearing no objection, we will -- the Commission

 16  will allow Commissioner Patterson to read in the rest of

 17  this technical conference that he was unavoidably not

 18  able to be here for the afternoon session.  And I think

 19  we will now take a brief break until 4:05, and then we’ll

 20  take up the final issue on the dispatchable PPA.  And Mr.

 21  Judd, if -- if the other two gentlemen -- if you don’t

 22  need them by your side, they’re free to sit a little more

 23  relaxed in the back, but I don’t think we’re ready to let

 24  you leave yet.
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 01            (Recess taken from 3:56 p.m. to 4:06 p.m.)

 02            COMMISSIONER BROWN-BLAND:  We are so close, we

 03  do not anticipate coming back tomorrow.  We still want to

 04  end this by 5:30, if at all possible.  Everybody bear --

 05  or sooner -- and everybody please bear that in mind.

 06            So we’re down to the fourth issue, which is the

 07  reasonableness of the dispatchable PPA proposed by First

 08  Solar for the purposes of the CPRE program.  And a little

 09  bit different in this section.  We’re going to start with

 10  First Solar, and I believe they have a presentation for

 11  us.

 12            MR. BREDDER:  All right.  Thank you very much.

 13  Roger Bredder from First Solar.  And as the Commissioner

 14  indicated, I’m going to talk about the issue of

 15  curtailment.  I’m actually not going to go through the

 16  slides in light of where we are in the day.  I want to

 17  just hit a few points and let’s get into a discussion

 18  because I think it’s a fairly, you know, meaty topic.

 19            And, also, I think it fits really well with

 20  having just gone through the storage issue, because the

 21  way I really think about curtailment and flexible solar

 22  is it’s a great intermediate step before you even need

 23  storage.  If you’re operating these -- these assets in a

 24  more flexible way, it allows to resolve some of the
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 01  issues that Mr. Roberts was talking about in terms of

 02  thinking about solar as being this very inflexible asset

 03  that I’ve got to manage around instead of the way we like

 04  to flip it around and look at solar as saying it’s the

 05  most flexible asset you have on your system because it

 06  can ramp, it can load follow, it can dispatch up and down

 07  faster than in any other asset, and so it’s all these

 08  capabilities, but if it’s under a must take contract

 09  construct, you lose all those -- all those benefits.

 10            And so what we’re proposing is -- is basically

 11  moving to a structure where you’re looking at a capacity

 12  payment rather than, you know, having a, you know, even a

 13  limited curtailment, which is what we have on -- on

 14  Tranche 1.  So when you have a 5 and a 10 percent

 15  curtailment rate, there’s kind of two things that happen

 16  with that.  One is, from a developer perspective, we

 17  price in assuming that full right is going to be

 18  utilized.  So if Duke doesn’t end up needing 5 percent or

 19  10 percent in the case of DEP, they essentially have

 20  overpaid for something they didn’t end up using to have

 21  that option.

 22            Conversely, it’s a 20-year contract, so was 5

 23  and 10 percent the right numbers?  I mean, it’s -- you

 24  know, people took a stab at what they thought they needed
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 01  in flexibility, but it might be right or wrong 10 years

 02  from now, right?  So it doesn’t have enough flexibility

 03  in our mind.

 04            When you move to a capacity base structure,

 05  what that introduces is the ability to manage your system

 06  much more robustly, get, from a Duke perspective, the

 07  complete ability to act like that asset is their own and

 08  decide when they need to -- to ramp it.  It allows them

 09  to ramp down certain gas assets that otherwise they have

 10  to keep on min load.  So from an emissions perspective,

 11  you’re going to have lower emissions.

 12            And, you know, the interesting thing -- and

 13  this is a study folks haven’t -- aren’t familiar with it.

 14  We did a study with Tampa Electric where we took their

 15  system and looked at if they operated it with solar as a

 16  must take, all the way down to a situation where it’s

 17  completely flexible like we’re, you know, indicating here

 18  like it’s as a capacity payment, and what came out of

 19  that was the system cost actually went down, not up, in

 20  having that completely flexible system that -- that they

 21  could -- they could operate in -- in the best mode.

 22            So from a developer’s perspective, what that

 23  does for us and why we’re advocates of it, because it --

 24  from a pure contracting perspective, as I mentioned, you
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 01  know, we can handle the 5 or 10 percent, we just have to

 02  gross up for it, so we can -- we can work around that.

 03  But what we’re after is in the long term if the Duke

 04  system, everybody’s system is going to be able to support

 05  more solar in their system, having it in a flexible,

 06  fully dispatchable way about doubles the amount of solar

 07  that you can support in the system before you, you know,

 08  you’ve -- you’ve run into any curtailment issues, and

 09  that’s even before having even to think about battery

 10  storage.

 11            So there’s certainly, you know, an important

 12  place that batteries and storage play in the system, but

 13  we think coupling that with this, you know, kind of

 14  intermediate step on the contracts of -- of having a more

 15  flexible contracting format in place, you can forestall

 16  when you need batteries or limit the amount you need.

 17  And, obviously, batteries are getting cheaper every year,

 18  so if you can push back a few years when you need to

 19  introduce those, then, you know, they become a better

 20  long-term solution as you start to look down the road.

 21            So that’s -- that’s basically the, you know,

 22  the key points I just wanted to open up with to get the

 23  conversation going.

 24            COMMISSIONER BROWN-BLAND:  All right.  Thank
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 01  you.  Did Duke have a presentation on this issue?

 02            MR. JOHNSON:  We do.

 03            COMMISSIONER BROWN-BLAND:  All right.  We’ll

 04  hear that at this time.  He needs his mic back.

 05            MR. BREDDER:  Yeah.  Sorry.

 06            MR. JOHNSON:  My name is David Johnson, again.

 07  And so what I want to start with on the First Solar

 08  proposal, the First Solar proposal, as compared to the

 09  Tranche 1 PPA, there’s two main differences.  One is

 10  pricing, the pricing structure and, two, the

 11  dispatchability.

 12            So for the Tranche 1 PPA structure, Duke has a

 13  dollar per MWh rate, and that’s paid to the seller based

 14  on the energy delivered, so that’s a very important fact.

 15  Under the First Solar proposal, it’s a fixed price, so

 16  you pay $1.00 per MW month or kW month.  It’s a fixed

 17  price.  You know the capacity, so you know the megawatts,

 18  so you -- it’s a fixed payment.  And, of course, you --

 19  they do have a -- the ability to apply a performance

 20  standard and adjust the price or create a penalty if they

 21  don’t deliver in accordance with a theoretical calculated

 22  value.

 23            The Tranche 1 PPA that we have, we have built

 24  in there what we call dispatch down curtailment, and
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 01  we’ve built in there percentages based on analysis that

 02  we’ve done in house, taking into account how many

 03  megawatts of solar that we have currently operating, how

 04  much we are expecting to be operating in the future,

 05  including CPRE, and we’ve run sensitivities on that.  And

 06  so we came up -- we had logic behind the 5 and 10 percent

 07  dispatch down, and that’s, of course, 5 and 10 percent of

 08  the total estimated annual energy production.

 09            MR. JUDD:  Your slide is off.

 10            MR. JOHNSON:  I’m sorry.  Okay.  The other

 11  point I was going to make on Tranche 1 -- the Tranche 1

 12  PPA is we’ve built in controls so that we can actually

 13  send a signal.  Based on the language in the PPA, we can

 14  send a signal to the facility remotely from the operating

 15  center, and it’s different from what Sammy mentioned

 16  earlier.  So under the previous larger negotiated

 17  agreements we have to make a phone call.  Well, under

 18  this we decided let’s put the control language in the

 19  PPA.  So now we can -- you know, when the time comes in

 20  2021 or so, we can hopefully push a button and dispatch

 21  that unit down, and when we need to move it back up, we

 22  simply give that instruction.

 23            And the last point I’ll make about Tranche 1 is

 24  we felt like, as the IA has talked about, we felt like
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 01  that Tranche 1 was successful in awarding approximately

 02  600 bids, 600 MW of bids, well under the AC avoided cost

 03  cap.

 04            So some of the concerns we have with the First

 05  Solar proposal, the fixed price payment structure, that

 06  -- we see that as shifting the risk from -- from the

 07  developer, from the seller to the Duke customer because

 08  of the fixed priced nature, and you’re -- and you’re

 09  using a theoretical value of energy to adjust the -- the

 10  price.  For instance, the risk of sun availability,

 11  that’s all going to be borne by the Duke customer instead

 12  of by the seller.  Under -- again, under the Tranche 1

 13  PPA we pay based on what’s delivered, so the seller has

 14  that risk.  Other items, equipment degradation, that gets

 15  locked in when you’re talking about a fixed price as far

 16  as performance measures, and then facility configuration.

 17  So there’s a number of issues that the risk shifts from

 18  the seller to Duke customers.

 19            PPA performance measures, I mentioned that just

 20  a little bit ago.  Those would require continuous

 21  monitoring.  You’d be using theoretical calculations that

 22  are, you know, complex.  They create cost, administrative

 23  -- more administrative burden, and because you’re using

 24  these theoretical values, it’s going to create more
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 01  disputes than I think what we have today under the PPA.

 02            The potential value of additional control or

 03  dispatchability proposed by First Solar above the Tranche

 04  1 levels that we have, that value, we think, is

 05  uncertain.  We think -- we question whether it’s

 06  necessary.

 07            The dispatch down levels, as I mentioned

 08  before, in Tranche 1 are based on analysis that we’ve

 09  done and the needs that we've projected.  And also the

 10  control of the third-party facility for dispatch down is

 11  allowed in Tranche 1 so, effectively, we can control the

 12  facility.  The only difference is we don’t put it on

 13  automated generation control where it’s automatically

 14  swinging.  What slide am I on here?  Thank you.

 15            The risk of fixed price.  From a recovery

 16  standpoint we do have some risk in South Carolina in

 17  wholesale.  Presumably, in North Carolina if we went

 18  forward, we would get approval to include a fixed price

 19  structure, but we do have other jurisdictions we’d have

 20  to recover.

 21            We’re not -- we’re not clear at this point of

 22  how we would apply the avoided cost cap for a fixed price

 23  bid as -- which is required under House Bill 589.  I

 24  think I heard Roger mention earlier that storage was not
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 01  considered under -- under this proposal, and one of the

 02  comments we were going to make is we could not tell, but

 03  if you did have storage, you’d have to have separate

 04  measures.  It would have to be separate, really, from the

 05  solar facility.

 06            And then lastly, our concern with full control,

 07  I mentioned AGC or automated generation control, it’s

 08  very difficult with a solar facility.  We typically use

 09  coal -- coal units or combined cycle or simple cycle CT

 10  gas units, and it’s very predictable swinging up or down,

 11  versus if you have a solar on automated generation

 12  control, you may be able to predict it swinging down at a

 13  certain point, but the swinging back up is unpredictable

 14  because of sun.  So we just think as compared to what we

 15  currently use that would be uncertain, more uncertain.

 16            So in conclusion, I would say our -- our

 17  positions are the Tranche 1 PPA is tried and true.  It’s

 18  a tried and true method for procuring from solar

 19  resources.  It provides us with what we need for dispatch

 20  curtailment, as we’ve analyzed.  It allows for control to

 21  dispatch down.  We’ve built in the controls in the PPA.

 22  The Tranche 1 results, as I mentioned, as well as

 23  historical use of the same -- similar PPA, proves

 24  viability of the PPA structure.  And as I mentioned
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 01  before, the PPA price structure under the first solar

 02  proposal shifts the risk from the developer to the Duke

 03  customer.

 04            And then the last point is we just think it’s

 05  not advisable to test this completely new PPA structure

 06  for a 600 MW competitive procurement in Tranche 2.

 07            That’s all my comments.  Thanks.

 08            COMMISSIONER BROWN-BLAND:  Mr. Johnson, could

 09  -- outside of this CPRE could you ever foresee the

 10  dispatchable PPA structure or the ability to test it, see

 11  if it can be proven?  Can you -- can you see a scenario

 12  like that?  Or does the overall, you know, summary of --

 13  of your presentation mean you -- you never see that in

 14  the future?

 15            MR. JOHNSON:  Yeah.  That’s -- that’s a good

 16  question.  The TECO study that First Solar provided as

 17  part of their proposal, that had four different modes of

 18  dispatchability.  The fourth one was -- the fourth being

 19  the most flexible, the automated generation control.  The

 20  third was a dispatch down option, which is what we have.

 21  And that paper actually talks about levels of -- of solar

 22  generation being on the order, I think, of mid to high 20

 23  percent range, and I believe right now we’re at somewhere

 24  around 4 percent, I think I heard.
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 01            So if we got, you know, out -- out in time to

 02  those kind of levels, then I would think we would

 03  consider, but I just don’t think we’re there yet.

 04            COMMISSIONER BROWN-BLAND:  All right.  Mr.

 05  McDowell?

 06            MR. MCDOWELL:  Yes.  Hi.  Steve McDowell with

 07  Operations.  Most of my questions are going to be

 08  directed to First Solar, and then I know Mr. Buffkin has

 09  some in addition to this.

 10            First Solar has made a case for the value of

 11  flexible solar.  Would you agree that some of that value

 12  proposition is already provided for in the development of

 13  avoided cost?  The fact that solar production has zero

 14  fuel cost and can provide capacity value is included in

 15  the avoided cost methodology; is that correct?

 16            MR. BREDDER:  Yeah.  I -- I think, you know,

 17  our agreements are so much around, you know, that part of

 18  the value system; it’s more geared around the operation

 19  and the robustness of how the solar asset can be used in

 20  the system.

 21            MR. MCDOWELL:  Right.  However, some of that

 22  value stream that you’ve just mentioned and discussed and

 23  offer insights from certain studies is not presently

 24  accounted for in the avoided cost calculation; is that

�0117

 01  your position?

 02            MR. BREDDER:  Yeah.  That’s correct.

 03            MR. MCDOWELL:  Such as emissions reductions,

 04  ancillary services, frequency voltage, those are not

 05  accounted for in avoided cost, and that is your position,

 06  then, correct?

 07            MR. BREDDER:  Yeah.  Those are incremental

 08  values that aren’t fully captured unless you really can,

 09  you know, fully operate the, you know, the plan at its

 10  full capability.

 11            MR. MCDOWELL:  So First Solar’s proposal, this

 12  capacity based PPA structure, possibly relies on the

 13  rates to be developed to properly represent all these

 14  value streams; is that correct?

 15            MR. BREDDER:  You know, I don’t -- I don’t

 16  think that’s necessary to -- I mean, certainly, it’s

 17  inherent to -- to kind of what values, but we’re not

 18  looking for some increase to avoided cost to make this a

 19  viable concept at all.  It’s -- the only thing I would

 20  say is, and what we’re doing right now with the 5 and 10

 21  percent dispatch, right, we’re putting that in, and

 22  inherently everybody is pricing up and artificially

 23  making their price 5 or 10 percent higher, and they

 24  shouldn’t be burdened with that in comparing it to the
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 01  avoided cost.

 02            MR. MCDOWELL:  Okay.  Thank you.  So as a

 03  developer, does the proposal that First Solar has put

 04  forth, does that proposal work for you if Duke were to

 05  develop fixed rates without attempting to value these

 06  things like emissions reductions and ancillary services?

 07  Does it work for First Solar as a developer?

 08            MR. BREDDER:  It does.

 09            MR. MCDOWELL:  Okay.  Are you familiar with

 10  Duke’s proposed integration service charge in the avoided

 11  cost docket, E-100, Sub 158?

 12            MR. BREDDER:  I’m not personally.  I don’t know

 13  if others are.

 14            MR. WHITE:  I have familiarity with it.

 15            MR. MCDOWELL:  Okay.

 16            COMMISSIONER BROWN-BLAND:  Wait a minute.  You

 17  need the mic.  Could you repeat?

 18            MR. WHITE:  Yes.  Some --

 19            COMMISSIONER GRAY:  Please pull the mic to you,

 20  sir.

 21            MR. WHITE:  Yes.  This is Andy White with First

 22  Solar.  I have some familiarity.  Thank you.

 23            MR. MCDOWELL:  So are you also aware that the

 24  Public Staff and Duke filed earlier this week a
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 01  Stipulation of Partial Settlement regarding solar

 02  integration service charge?

 03            MR. WHITE:  Yes.  I was aware.

 04            MR. MCDOWELL:  So let me read from page 6 of

 05  the Settlement, as filed, “The Stipulating Parties agree

 06  that it is appropriate to consider the ancillary services

 07  cost of adding incremental solar and the potential

 08  applicability of the integration services charged to

 09  solar generations solicited in CPRE Tranche 2 and other

 10  future CPRE tranches.”  Do you accept that as an

 11  appropriate statement of what was in the Settlement?

 12            MR. WHITE:  I’ll -- I’ll take your word for it.

 13  I don’t have the Settlement in front of me.  Thank you.

 14            MR. MCDOWELL:  At a high level, I guess the

 15  parties recognize that there is a real cost for

 16  integrating distributed generation.  In other words,

 17  nonflexible distributed generation creates additional

 18  cost and system operation space.  You accept that?

 19            MR. WHITE:  Could you repeat the question one

 20  more time, please?

 21            MR. MCDOWELL:  So at a high level, I guess the

 22  parties recognize that there is a real cost for

 23  integrating distributed generation.  In other words,

 24  nonflexible distributed generation creates additional
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 01  cost and system operations space.

 02            MR. WHITE:  Nonflexible resources that you

 03  indicate, yes, there would be additional cost, although

 04  what we are proposing is to --

 05            MR. MCDOWELL:  Understand.

 06            MR. WHITE:  -- increase the flexibility of

 07  those types of systems served.

 08            MR. MCDOWELL:  Yes.  And so First Solar’s

 09  proposal that promotes fully dispatchable assets will

 10  provide system operations additional tools needed to

 11  minimize this impact; is that a fair statement?

 12            MR. WHITE:  I wouldn’t necessarily characterize

 13  it as minimizing, but creating additional value streams

 14  that -- that create -- enhance value, not necessarily

 15  just to -- to mitigate some of the -- the challenges that

 16  you outline.

 17            MR. MCDOWELL:  So this is a -- this is a value,

 18  then, that Duke should recognize in developing fixed cost

 19  rates required for First Solar’s proposal?

 20            MR. WHITE:  That’s why we’re here today, is to

 21  consider that very -- that very proposition.

 22            MR. MCDOWELL:  But you also said that those

 23  additional value streams didn’t have to be recognized for

 24  this to make sense for First Solar.  Your proposal works
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 01  with or without those; is that correct?

 02            MR. WHITE:  That’s correct, yes.

 03            MR. MCDOWELL:  Okay.  First Solar’s position,

 04  as stated on page 6 of your comments, is that

 05  "Dispatching utility-scale solar can provide measurable

 06  system cost savings."  Is the dispatch that you’re

 07  referring to -- and this may have been addressed in the

 08  comments from Duke earlier.  Is the dispatch that you are

 09  referring to different than that provided for in the PPAs

 10  associated with CPRE Tranche 1 projects?

 11            MR. WHITE:  I’m sorry.  I’m going to have to

 12  ask you to ask that question one more time --

 13            MR. MCDOWELL:  Okay.

 14            MR. WHITE:  -- because I was referencing page

 15  6.

 16            MR. MCDOWELL:  So page 6 --

 17            MR. WHITE:  Thank you.  Uh-huh.

 18            MR. MCDOWELL:  -- it says, and I quote,

 19  “Dispatching utility-scale solar can provide measurable

 20  system cost savings.”

 21            MR. WHITE:  Great.  So I was reading -- reading

 22  the previous statement, so now that I’ve found my

 23  place --

 24            MR. MCDOWELL:  Okay.
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 01            MR. WHITE:  -- if I could have you reframe the

 02  question, please.

 03            MR. MCDOWELL:  So then the question is, is the

 04  dispatch that you’re referring to different than that

 05  provided for in the PPAs associated with CPRE Tranche 1

 06  projects?

 07            MR. WHITE:  The -- the dispatch is -- is

 08  different than what’s provided for in -- in the Tranche

 09  1, correct.

 10            MR. MCDOWELL:  Can you speak to that, and

 11  especially if it reinforces what comments were made

 12  earlier by Duke?

 13            MR. WHITE:  Sure.  Roger, do you want to

 14  address that?

 15            MR. BREDDER:  Yeah.  It’s just, you know, what

 16  we’re advocating is a -- a fully dispatchable approach

 17  where you’re not -- have a hard stop at 5 percent.  If

 18  Duke had a particular window where they needed 7 percent,

 19  they could go to 7 percent because it -- it optimized,

 20  you know, the cost of the system, because we’re really

 21  looking at the overall reduction of the cost of the

 22  system rather than a single plan because that’s

 23  ultimately the goal.

 24            MR. MCDOWELL:  So let me probe that just a
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 01  little bit further relative to the actual hardware and

 02  software.  First Solar states on page 5 of its comments

 03  that “Dispatchable contracting structures for utility-

 04  scale solar facilities are possible due to advances in

 05  technical capabilities of utility-scale solar control

 06  technology.”  And then it goes on to say “Utility-scale

 07  solar developers are increasingly including these

 08  technologies in their projects today.”  Are you with me

 09  there?

 10            MR. BREDDER:  Correct.

 11            MR. MCDOWELL:  Okay.  So in that the PPAs

 12  associated with Tranche 1 include provisions for -- for

 13  the projects to immediately and fully comply with all

 14  system operator instructions, does this suggest that the

 15  technologies you are referring to are already necessary

 16  to the CPRE Tranche 1 projects?

 17            MR. BREDDER:  Yeah.  I can’t speak to how

 18  various developers are going to achieve that requirement.

 19  I can tell you from a First Solar perspective even

 20  without those requirements, every plant that we build,

 21  you know, has a -- a SCADA and a plant controller that

 22  provide that whole robust capability that you’d have on

 23  any thermal asset in the -- in the system.

 24            MR. MCDOWELL:  Does Duke understand there to be
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 01  something additional to support what First Solar was

 02  proposing in terms of its dispatchability different than

 03  is required in CPRE Tranche 1?

 04            MR. JOHNSON:  Our understanding is that the

 05  First Solar proposal includes a full, flexible AGC,

 06  automated generation control, where you would simply put

 07  the unit on automation and it would follow your load.

 08  And we do that currently with our coal units and gas

 09  units.  And -- and my point before was that’s very

 10  reliable, whereas if you do it with a solar facility, you

 11  don’t know if you’re going to be able to swing because

 12  you don’t know when the sun from moment to moment is

 13  going to be out or in.

 14            MR. MCDOWELL:  Do you have that capability with

 15  the projects that will be developed, the winning projects

 16  from CPRE Tranche 1?

 17            MR. JOHNSON:  No.  We were -- we were not --

 18  our plan is not to put those projects on AGC.  It’s

 19  simply to, as Roger mentioned, to use the plant

 20  controller, and we have requirements built into the PPA

 21  where we can actually control the facilities through the

 22  plant controller from our operating center and send

 23  messages, send orders to dispatch down.  And what I --

 24  what I mean by that, you can -- you can reduce about 10
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 01  percent, 20 percent, you know, whatever you want to do,

 02  or you can go all the way down, turn it all the way off.

 03  Currently, that’s our mode, is on or off, but under CPRE

 04  we can turn it down with this logic, but you've got to

 05  give the order.  You've got to give an order to go down,

 06  then you've got to give an order to go up remotely.

 07            MR. MCDOWELL:  So do you require something

 08  additional at your plants if you’re a winning bid under

 09  your proposal than Tranche 1?

 10            MR. BREDDER:  No.  Absolutely not.  And we've

 11  got a -- a study that we did with NREL that speaks, you

 12  know, quite a lot to this point, where they asked us to

 13  load follow and showed how a solar plant could precisely

 14  follow much more accurately than any thermal plant could

 15  a load dispatch profile, frequency control, same thing.

 16  You know, our plant actually in California had the

 17  capability, and the Utility said don’t need you to do

 18  that, so we sat back with the full capability.

 19            And then they had a system of instability

 20  because one of their nuclear plants -- because they said

 21  we’ve got this big nuclear plant on the line, we don’t

 22  need you guys, they actually called us up and said turn

 23  it on, we need you to do this, and we were able to

 24  completely stabilize the line for them.  So it’s -- it’s
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 01  an interesting study.  If you haven’t gotten hold of it,

 02  I’m happy to provide it for everybody.

 03            MR. MCDOWELL:  I think it’s attached to your

 04  attached to your -- to your filing, yes.  To enable the

 05  proposal offered by First Solar, Duke will have to

 06  determine the components of fixed rate, including energy,

 07  capacity, and any other value streams you can agree to?

 08            MR. BREDDER:  Well, I think, yeah.  I think

 09  from a CPRE 2 process they would simply value based on

 10  the -- on the bid price and compare it to avoided cost.

 11            MR. MCDOWELL:  So in Duke defining what that

 12  fixed rate would have to be to establish that, the

 13  Utility would have to make some assumptions relative to

 14  the energy output, how they would actually dispatch it,

 15  how many megawatt hours there would be associated with

 16  that plant?  Otherwise, somebody gets too much or

 17  somebody gets too little, right?

 18            MR. BREDDER:  Well, I think you’d -- you’d look

 19  at it as fully, you know, the full output of the plant,

 20  just like when you’re putting a, you know, a gas plant or

 21  some other asset in rate base.

 22            MR. MCDOWELL:  But to -- to determine the fixed

 23  rate that you’re asking for, they wouldn’t necessarily

 24  calculate a fixed rate and be paying for, say, energy
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 01  that wasn’t being provided for.

 02            MR. BREDDER:  Well, they’d be -- they’d be

 03  making a capacity payment.  That would be just a fixed

 04  capacity payment, and then it would be subject to

 05  adjustment, to the extent that the plant either failed to

 06  perform as it was supposed to in terms of dispatch or

 07  just didn’t have the capability that it said it -- it

 08  had.  So if it had a, you know, 100 MW capacity and you

 09  ran a test and it didn’t have that capacity, then there

 10  would be a -- a discounting to the -- to the capacity

 11  payment.  So it would work from kind of deducts --

 12            MR. MCDOWELL:  Okay.

 13            MR. BREDDER:  -- rather than --

 14            MR. MCDOWELL:  Right.  Thank you.  Let me get

 15  Duke to respond to the same question about calculating of

 16  fixed cost based on this proposal.  Do you think that you

 17  have to somehow assume model a certain dispatch of those

 18  units in order to get a proper assessment of what fixed

 19  rate should be?

 20            MR. SNIDER:  Glen Snider.  I'm Director of

 21  Resource Planning and Analytics, heavily involved in our

 22  avoided cost IRPs.  Yeah.  You would absolutely -- I

 23  mean, what you’re really looking at is if you’re not

 24  going to get full energy output for various reasons, it
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 01  could be, you know, soilage, degradation, snow cover,

 02  cloud cover, you need to use it to curtail because you

 03  start getting a lot of solar on the system and you have

 04  these LROL issues.

 05            If you’re paying a fixed capacity payment on

 06  one hand that assumes you’re getting full output as

 07  though it’s capacity, but then only getting, let’s say,

 08  70 or 80 percent of that in the energy that was used to

 09  derive the fix capacity payment, you’re, in essence,

 10  overpaying the avoided cost value that you assumed when

 11  you established that fixed payment.  So for 20 years you

 12  live with that fixed payment, irrespective of the output,

 13  and how the output of that unit performs is subject to so

 14  many factors that were listed in these presentations,

 15  that you’re then going to have to sit and try and

 16  litigate for the next 20 years as to was this a natural

 17  occurrence that the customer should bear or was this the

 18  market participants’ issue that they should bear.  And so

 19  you can spend the next 20 years litigating that or you

 20  can just pay for the megawatt hours you get.

 21            And, you know, I think it’s important to note

 22  that that’s -- the structure in Tranche 1 does that, and

 23  I think Tranche 2 it's the way we’re providing as well.

 24  We’re also going to even more granular avoided cost.  If
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 01  you think about the direction I heard this morning from

 02  the previous Order out of the Commission, it’s let’s get

 03  more granular.  Let’s not have three price buckets.

 04  Let’s have more granular price buckets.  Now we’re going

 05  to go backwards.  We’re going to have a single price

 06  bucket, and it’s not even a price bucket per megawatt

 07  hour.  It’s just pay me $1.00 per month whether I deliver

 08  or not.

 09            That just, as Dave pointed out, pushes all that

 10  risk to the consumers for a two-decade period.  We just

 11  don’t think that that’s a good risk/reward balance or the

 12  direction that, you know, the Commission established in

 13  148 that the parties talked to today about getting more

 14  granular.

 15            MR. MCDOWELL:  I think that’s all the questions

 16  I have.

 17            MR. BREDDER:  Speak to that last -- last point.

 18  Just to -- to be clear, we’re not saying you get paid no

 19  matter what you do.  There's adjustments that occur, so

 20  that -- and this is done, you know -- you know, across

 21  the board.  I mean, if you look at every thermal plant,

 22  how it’s contracted historically, you have an energy

 23  payment and a capacity payment.  Solar is actually the

 24  outlier that we move to this pure energy payment
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 01  structure, and that’s just simply because there’s no fuel

 02  cost, so it -- it moved that direction.

 03            But, you know, what we’re suggesting here is no

 04  different than any PPA that utilities all over the

 05  country have been executing for many, many years with a

 06  capacity and energy payment.  And then obviously, you

 07  know, criteria that holds you, that you’ve got the

 08  capability to do what you said you were going to do.

 09            MR. WHITE:  And, again, this is Andy White with

 10  First Solar.  And I would also kind of redirect or -- or

 11  sort of recharacterize or -- or correct the

 12  characterization of -- of the PPA structure that was

 13  before by -- by Mr. Snider, where, you know, if there are

 14  certain -- certain circumstances that cause the facility

 15  to -- to degrade as -- as not expected or -- or there are

 16  certain -- certain soilage, et cetera, that’s where we’re

 17  proposing to shift from an energy only model to that

 18  where -- where the accuracy of the output and the

 19  availability is key here and measuring the -- the

 20  availability of the facility.  And we’ve included a

 21  number of -- number of metrics to make sure that -- that

 22  the pure measure of the -- of the facility is not its

 23  ability just to -- to put energy on the system, but its

 24  -- but its true capacity.
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 01            And so there is -- there is both a measure of

 02  the theoretical energy output of the facility and also a

 03  mechanism by which the Utility can true that up on the

 04  Utility’s demand at certain points, I think, with two or

 05  three days’ notice as called for in the PPA.  So I -- I

 06  would take -- I would kind of recharacterize how you --

 07  how you put forward the -- the PPA as -- as having these

 08  -- these certain scenarios that would result in a lesser

 09  degree of output from the facility that would then be,

 10  you know, imputed upon the -- the consumer.  We -- we

 11  have included those provisions to account for -- prep for

 12  that and allow for the Utility to -- to call on the IPP

 13  to be able to -- to make sure that, you know, we’re

 14  delivering as required by the contract.

 15            MR. SNIDER:  So, you know, we’ve structured

 16  deals like this for, you know, a lot of years with gas,

 17  but you’re not trying to differentiate there.  It’s --

 18  it’s the same issue that -- that we talked about earlier.

 19  It’s a known quantity, and so you measure commercial

 20  availability based on 200 -- let’s say a 200 MW CT, they

 21  guarantee you 200 MW 24/7, with a small window for

 22  maintenance outages.  You then measure commercial

 23  availability and say did you earn that capacity payment.

 24  You’re not trying to delineate with that CT, well, how
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 01  much of the CT wasn’t there due to cloud cover versus

 02  maintenance, how much was soilage versus maintenance, how

 03  much was degradation, how much was this, was that?  It is

 04  simply you’re commercially available and dispatchable

 05  with a known quantity.  That’s why it’s called a capacity

 06  payment, because you’re there with a known quantity.

 07            No matter how many controls you put on a solar

 08  facility, it’s still an intermittent facility.  We’ll see

 09  one day 500 MW on the system, the next day 2,000.  That’s

 10  not capacity.  That’s non-firm energy.  And it has value.

 11  I mean, non-firm energy, that’s why we have an avoided

 12  cost that specifies the value of non-firm energy, but it

 13  is not a capacity dispatchable resource that you can

 14  depend upon for AGC because if I need 2,000 MW tomorrow

 15  and it’s going to be cloudy, I’m only going to get 500

 16  MW, and so that’s very different than 2,000 MW of CT

 17  where I’m paying a fixed price because they’re

 18  guaranteeing me 2,000.

 19            So what this contract does do is it says, yeah,

 20  if we don’t -- if our panels break or something, we’ll

 21  fix them, and that outage is on us.  But you’re having to

 22  delineate was it -- did you have, you know, 30 of your

 23  panels out or was it just cloudy, and then we’re going to

 24  do a theoretical calculation to try and figure out what
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 01  was panel performance versus what was cloud cover to see

 02  what portion of that fixed payment you got, and we’re

 03  going to do that for 20 years.  That’s a -- you know, I

 04  structured deals for 10 years prior to being in the IRP,

 05  you know, group, and I’ve never seen a non-firm energy

 06  product in my 10 years of doing that receive a fixed

 07  monthly capacity payment.  So to say this is standard is

 08  comparing apples and oranges.

 09            COMMISSIONER BROWN-BLAND:  What -- what do you

 10  say, Mr. Snider, to the, you know, the must take versus

 11  the flexibility?  Is it -- is there not a savings or a

 12  benefit?

 13            MR. SNIDER:  No.  I think what’s really

 14  important for the Commission to understand when you start

 15  looking at the studies, I’ll take a little dispute with

 16  it actually provides more value.  All these high levels

 17  of penetration is what causes the need for the additional

 18  ancillaries.  So if I didn’t first have the need, I

 19  wouldn’t need the AGC to help control it.  So what we’re

 20  saying is at high, high, high levels, 15, 20 percent,

 21  you’re going to need to have active control just to be

 22  able to have a stable system.  But it would have been

 23  cheaper, from a systems operations perspective, not to

 24  have all that intermittency in the first place, so you
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 01  are helping to mitigate the intermittency?

 02            It’s not a solution that is better -- you know,

 03  even though they can respond faster, you’re creating the

 04  issue in the first place that you then have to solve.

 05  And, yes, it does mitigate it.  And it’s important to

 06  note that we can do it today.  We’re not limited to 5 or

 07  10 percent in these contracts.  I want to be very clear.

 08  It’s just we have to pay customers, if we go to 12

 09  percent, have to pay for that extra 2 percent.  Well, in

 10  this example they’re paying for it -- whether you use it

 11  or not, you’re paying a fixed capacity payment that would

 12  include a value stream for that.  We can do that today

 13  under the existing contracts.  We can curtail 15 percent

 14  of the time.  We just compensate the extra 5 percent.

 15  That gets you to the same place you are with the fixed

 16  energy payment without all of these theoretical

 17  calculations for 20 years.

 18            And it also sends, you know, these much more

 19  discrete price signals to say here’s when, you know,

 20  capacity and energy have different price values.  And

 21  we’re going to get a lot into that, I’m sure, in the --

 22  in the 158 proceeding, but we’ve gone from three price

 23  periods to nine under the Stipulation to -- to provide,

 24  you know, a very specific, more granular price signal.
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 01  This is two big steps in the opposite direction where it

 02  doesn’t matter when in the day you produce because you’re

 03  just getting a fixed payment.

 04            So if we have nine price buckets and you say

 05  you’re going to produce in the most high period hours

 06  because you’re going to figure some way, well, now I've

 07  got to contractually figure out how to guarantee not only

 08  total energy, but you need this much in this bucket, this

 09  much in this, and this much in this, whereas, if we just

 10  price avoided cost that way, you’re delivering those

 11  hours, you get paid high dollars in the high hours, less

 12  dollars in the lower value hours, and you’re right at

 13  your, you know, your avoided cost.  And now we’re going

 14  to try and contractually, you know, engineer that in, you

 15  know, hundreds of pages of contract that you've got to

 16  live with for 20 years.  It just does not seem -- I’ve

 17  never seen it on a non-firm energy resource be a

 18  successful way to contract.

 19            COMMISSIONER BROWN-BLAND:  All right.  Does

 20  Commission Staff have questions?

 21            MR. BUFFKIN:  I do.

 22            COMMISSIONER BROWN-BLAND:  Be mindful of the

 23  time, please.

 24            MR. BUFFKIN:  Yes, ma'am.  So you all, First

�0136

 01  Solar, were in the room earlier when we were talking

 02  about the energy storage protocol and I asked for the

 03  folks here to offer some views on what exactly the

 04  hallmarks are of commercial reasonableness, and you all

 05  argue that your PPA is reasonable and complies with House

 06  Bill 589 so you didn’t weigh in at that time.  Do you

 07  have any thoughts on what -- what the Commission should

 08  look for to determine whether a proposal is reasonable?

 09            MR. BREDDER:  Reasonable with respect to

 10  storage or...

 11            MR. BUFFKIN:  No.  Whether it ought to be

 12  approved.  We heard things like -- like Duke suggested do

 13  other utilities do it, is it accepted in the marketplace,

 14  was it successful in -- was it accepted in Tranche 1?

 15  These were some of the factors that these folks suggested

 16  that the Commission weigh in determining whether or not

 17  this is a reasonable proposal.  Did they leave anything

 18  out?  Do you agree?  What’s -- what’s the standard we

 19  should be applying here?

 20            MR. BREDDER:  For overall just reasonableness

 21  of contract.  I’m sorry.

 22            MR. BUFFKIN:  Uh-huh.  That’s right.

 23            MR. BREDDER:  Yeah.  I think you -- you know,

 24  there’s obviously -- you've got to look at the whole set
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 01  of facts of -- of, you know, is it producing the lowest

 02  cost result for the -- for the consumer, you know, the

 03  environmental aspects of is it, you know, providing, you

 04  know, benefits on -- on that end?  You know, I think

 05  those are...

 06            MR. BUFFKIN:  Okay.  Those in addition to the

 07  other things we discussed earlier?

 08            MR. BREDDER:  Yes.

 09            MR. BUFFKIN:  Thank you.  I understood your

 10  argument about the dispatchable PPA being consistent with

 11  62-110.8(b), the provision that requires providing the

 12  Utility the right to dispatch and control the facility.

 13  What about the other goals of the CPRE statute, for

 14  example, cost effectiveness, diversification of the

 15  location and distributed resources, and reliably meeting

 16  the needs of the electric consumers?

 17            MR. BREDDER:  Yeah.  I think, you know,

 18  locationally it should not, you know, really change what

 19  happens.  That’s kind of a neutral.  But, you know, with

 20  the other aspects I think it has a positive, you know,

 21  impact on -- on those.

 22            MR. BUFFKIN:  All right.  And might there be

 23  periods of time -- under this dispatchable PPA, might

 24  there be periods of time when the Utility has to pay you
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 01  all a pay -- excuse me -- pay the renewable generator in

 02  the absence of any energy being delivered to the Utility?

 03            MR. BREDDER:  Yeah.  I mean, that’s the whole

 04  point of making it dispatchable.  Now, the reality is

 05  solar is the cheapest resource on the system, so a lot of

 06  this is theoretical, that you really shouldn’t be needing

 07  to curtail.  Really, kind of the irony of the -- the --

 08  the TECO study is by having the flexibility, you actually

 09  use it less.  It’s just inherently knowing that you’ve

 10  got that capability that you use it.

 11            In terms of operationally, I think what the

 12  TECO study showed is these solar assets were, in fact,

 13  not getting curtailed, so, you know, a lot of the

 14  concerns around all these calculations, you know, those

 15  are really on the margin that they need to -- need to

 16  happen.  The most part of the energy is just going to be

 17  called on, you know, whenever it’s available.

 18            MR. BUFFKIN:  Okay.  So I think you said, yes,

 19  there’s time periods when the Utility is going to pay the

 20  renewable generator even though energy isn’t delivered.

 21            MR. BREDDER:  Right, which would be --

 22            MR. BUFFKIN:  Is that consistent with House

 23  Bill 589?

 24            MR. BREDDER:  You know, I -- I -- what I’d say
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 01  is it’s consistent with any other asset that gets rate

 02  based, right, that -- that, you know, when a plant gets

 03  added to the system, you have a peaker.  The peaker

 04  probably is only going to, you know, see, depending on

 05  the, you know, the -- the load scenario, maybe 40 or 50

 06  percent load.

 07            MR. WHITE:  And, also, to -- to add -- again,

 08  this is Andy White with First Solar.  One of the -- you

 09  know, not -- not to lose sight of -- of one of the key

 10  elements of what I would contend of -- of 589’s

 11  legislative directive was that the -- that the renewable

 12  assets could be operated as though they were owned by --

 13  by the Utility themselves and to the highest degree of

 14  operational flexibility that could be afforded to the

 15  Utility, and -- and that’s specifically called out in the

 16  legislation.  I think that that’s a key component of --

 17  of sort of evaluating the -- the effectiveness of -- of

 18  the -- of a PPA, as you suggest, you know, some of the

 19  various metrics.

 20            I would also include, because it goes back to

 21  your prior question as well, where it’s -- evaluating

 22  where it’s also deployed, I would -- would recognize we

 23  did point out some examples as to where this type of

 24  contracting model is in place elsewhere in the US, so
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 01  this would not be a wholly new concept overall in terms

 02  of US energy policy here.  We have -- we have seen it --

 03  this deployed in Hawaii, for example, as well to a

 04  different, but a similar -- similar means in Nevada as

 05  well.

 06            MR. BUFFKIN:  So let’s talk about that a little

 07  bit.  Are there practical differences with how the

 08  electric system is operated in Hawaii and -- and in some

 09  of those other places that were in organized markets that

 10  the Commission should -- should the Commission take that

 11  into consideration in reviewing this dispatchable PPA?

 12            MR. BREDDER:  Each -- each market has to be

 13  analyzed, you know, given its distinct characteristics.

 14  You know, Hawaii has obviously an island or several

 15  islands, as -- as was pointed out, has some unique

 16  challenges to it.  I think what we can do is we can learn

 17  from some of the jurisdictions, you know, like

 18  California, that have had much higher levels of solar

 19  penetration in trying to get ready for what’s going to

 20  happen next because, you know, to the point of you can

 21  say, okay, let’s wait until we get to that point when

 22  we’ve got, you know, 15 or 20 percent energy, you know,

 23  penetration of  -- of renewables on our system before,

 24  then we’ve got to do something.  It’s really hard to play
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 01  catchup.

 02            It’s -- it’s much better to jump in early on

 03  and lay the foundation so you have a robust flexibility

 04  that, you know, as you move up to those levels, which

 05  inherently I think we will, whether through the flexible

 06  solar storage getting added, our system is moving

 07  directionally, that it’s going to be 25, it’s going to be

 08  50 percent renewable, a lot of the challenges I know you

 09  guys are going to have to deal with, you’re pointing up,

 10  you know, are the reality of -- of where the economics

 11  are going to drive utility systems over the next, you

 12  know, 10, 15 years.

 13            MR. BUFFKIN:  Okay.  So Duke says it’s unclear

 14  if First Solar’s proposal addresses solar plus storage.

 15  Can you help me clarify that?  Does -- this dispatchable

 16  PPA could be used in the absence of storage with a solar

 17  PV facility only, or with solar PV plus storage only, or

 18  both?

 19            MR. BREDDER:  Yeah.  You can -- you can work in

 20  the same concepts that -- in the -- in the mark-up we

 21  provided it was really just marking up the PV only

 22  contract, but the same concepts, and to some extent more

 23  so, work with storage where we’ve seen a number of

 24  jurisdictions go to a capacity payment for storage,
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 01  because inherently on storage, once again, over the next

 02  20, 30 years where that peak load moves and all that,

 03  it’s going to change around.

 04            If it’s a capacity payment, the Utility can use

 05  that asset and that storage capability to precisely match

 06  what they need as opposed to in Arizona they went with an

 07  approach that was a targeted payment structure.  You got

 08  paid a bunch more money if you provided power in certain

 09  periods of time.  And, you know, it’s an elegant solution

 10  because it -- it tells people exactly what problem

 11  they’re trying to solve, but the problem they’re trying

 12  to solve today might be a different problem 10 years from

 13  now, and the system has been designed so that it only

 14  prices up power in certain periods when the Utility may

 15  be saying, oh, that’s not the right period I’m solving

 16  for anymore.  They've got to go renegotiate that contract

 17  if that happens.

 18            MR. BUFFKIN:  Okay.  Now, I’ve -- I’ve got your

 19  mark-up here in front of me, and it looks like you did

 20  not update Exhibit 10, the energy storage protocol.

 21            MR. BREDDER:  We did not.  We really wanted to

 22  use this to get the conversation going on this topic and,

 23  you know, given, you know, given the complexity of -- of

 24  introducing, we thought that the first place to start was
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 01  to just mark up the, you know, the contract itself and --

 02  and kind of show what sorts of changes would be needed to

 03  be made.

 04            MR. BUFFKIN:  That being the case, if the

 05  Commission wanted to approve this contract, could it do

 06  that since it’s essentially incomplete?

 07            MR. BREDDER:  I -- I think there would need to

 08  be some, you know, review and discussion among the

 09  parties and, you know, it’s -- it’s -- it’s basically,

 10  you know, it’s -- it’s -- it’s a beta in terms of, you

 11  know, introducing the concept of what it would look like.

 12  And I would think that folks would want to, as you say,

 13  include storage and -- and -- and give it a similar, you

 14  know, treatment.

 15            MR. BUFFKIN:  Final question, do you agree with

 16  the characterization that the dispatchable PPA shifts

 17  risk from the independent power producer to the Utility’s

 18  customers?

 19            MR. BREDDER:  No.  You know, I think it comes

 20  down to putting the right checks and balances in the

 21  contract structure so that the, you know, owner/operator

 22  is being held to the same, you know, level standard that

 23  you -- you’d expect to perform or be able to perform.  We

 24  do all these things inherently in our plants because we
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 01  need to model 8760s.  We need to know how much energy we

 02  have.  We need to understand degradation.  All these

 03  things, we have plant models and systems that -- that we

 04  already do.

 05            So, you know, is it complex?  I take the point,

 06  absolutely, there’s -- there’s more complexity, but in

 07  our view, the long-term benefits of doing it outweigh

 08  taking on the brain damage right now to -- to put those

 09  provisions in place that create the right checks and

 10  balances.

 11            MR. BUFFKIN:  Thank you.

 12            COMMISSIONER BROWN-BLAND:  Commissioner

 13  Mitchell?

 14            COMMISSIONER MITCHELL:  Has the Public Staff

 15  had an opportunity to review this proposal and develop a

 16  position or any recommendations?

 17            MR. DODGE:  Yes.  Thank you, Commissioner

 18  Mitchell.  So I think we -- we have just had a few

 19  discussions about this.  We haven’t looked deeply.  We

 20  have met with First Solar on one occasion and walked

 21  through this presentation, and they answered some

 22  questions as well, and it’s -- it’s been a helpful

 23  discussion.  I think we do agree that the dispatchable

 24  PPA approach proposed by First Solar is arguably more
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 01  consistent with the language in House 589 in that it does

 02  seek to allow the Utility the right to dispatch, own, and

 03  control the facility in the same manner as the Utility’s

 04  own generating resources.

 05            It’s not just comparing it to the Utility’s own

 06  solar generating resources, but the Utility’s other

 07  resources, maybe, you know, peaker plants or other things

 08  that the -- the Utility would be receiving certain types

 09  of benefits from.  And so I think we think that that

 10  aspect of it has merit.

 11            It does require a high level of coordination,

 12  though, between the Utilities.  We’ve heard about some of

 13  the -- the coordination, both -- some technical

 14  challenges that -- that may need to be addressed.  I know

 15  there have been some discussions maybe of -- recently of

 16  some attempts to put solar facilities in North Carolina

 17  on some type of automatic control system that have maybe

 18  not been as successful as hoped, so I think there’s some

 19  -- I’m not sure if Mr. Roberts or maybe Mr. Metz from --

 20  Mr. Metz, if you want to address that.

 21            MR. METZ:  Good day.  Dustin Metz of the Public

 22  Staff.  As we’re meeting with the Company as they host

 23  the TRSG meetings, the Technical Review Standards Group,

 24  there was general conversations brought in the last TRSG
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 01  meeting where their company is trying to roll out and

 02  incorporate AGC like controls.  I wouldn’t go as far as

 03  AGC.  They’re more looking at putting on a plant computer

 04  on the front-end component and looking at more of an

 05  automation system to do dispatch down without the need of

 06  picking up the telephone call.

 07            Some of the conversations that were at least

 08  echoed through the TRSG meeting, that the Utility, even

 09  though it’s in its infant stage, are having some

 10  difficulties in incorporating that technology.  Most

 11  notably, I think one of them was dealing with multiple

 12  inverters.  As we roll forward, as you have a

 13  communication protocol going to different inverters,

 14  well, the Utility has to have -- maintain their

 15  cybersecurity, so they have to go through their buffer

 16  programs, but when you look at deployed across the fleet,

 17  well, every plant controller has to talk to a different

 18  inverter manufacturer.  Some of them are just different

 19  communication protocols.  And that creates unique

 20  challenges.

 21            MR. ROBERTS:  May I make a statement?

 22            COMMISSIONER BROWN-BLAND:  Just a minute.  Mr.

 23  Metz, what kind of meeting was that you were saying?

 24  Could you spell it out?
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 01            MR. METZ:  Technical -- Technical Review

 02  Standards Group, as we talked about in the NCIP

 03  proceeding.  I believe Mr. Williamson had testified on

 04  that, that basically it’s a stakeholder group that Duke

 05  Energy hosts about every quarter, and we bring up general

 06  topics at it at an engineering level.  No lawyers

 07  allowed.

 08            COMMISSIONER BROWN-BLAND:  All right.

 09            MR. METZ:  Just trying to work through the

 10  system.

 11            COMMISSIONER BROWN-BLAND:  Mr. Dodge, were you

 12  complete with -- with that answer to Commissioner

 13  Mitchell’s question?

 14            MR. DODGE:  I -- I had a few other points, but

 15  I didn’t know if Mr. -- if you wanted to let Mr. Roberts

 16  address the question of these recent discussion or...

 17            COMMISSIONER BROWN-BLAND:  Mr. Roberts, you

 18  want to go now or you want to hear the rest of what Mr.

 19  Dodge has to say?

 20            MR. ROBERTS:  I’ll go ahead and make a

 21  statement for the record.

 22            COMMISSIONER BROWN-BLAND:  All right.  Go

 23  ahead.

 24            MR. ROBERTS:  Sammy Roberts, Duke Energy.  So I
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 01  just wanted to make a statement that we haven’t seen the

 02  need to put DEP on solar on a AGC-like control, so -- I

 03  mean, one thing that concerns me from an operational

 04  perspective is if you issue automated dispatch down, and

 05  then you want to -- you need it to come back up to full

 06  power or cloud cover has come over, you’re not -- it’s

 07  not truly a dispatchable resource, so just wanted to make

 08  that statement for the record.

 09            COMMISSIONER BROWN-BLAND:  All right.  Mr.

 10  Dodge.

 11            MR. DODGE:  And -- and I would just agree with

 12  Mr. Roberts in that it’s not what I would consider a -- a

 13  dispatchable resource.  I -- I think part of this model

 14  is kind of just maintaining it in some steady kind of

 15  strategic curtailment, whether -- and building in some

 16  foot room or head room that allows the -- the system to

 17  operate in a more flexible fashion.  It certainly does, I

 18  think, have the potential to provide flexibility.

 19            From a consumer protection perspective, I think

 20  we wanted to also make a point that, you know, there’s

 21  talk about shifting risk because it provides rate

 22  certainty, revenue certainty to the project developer,

 23  but it -- and may shift some of that to customers, so we

 24  certainly have an interest in ensuring that the system,
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 01  once -- if the Utilities and the project developer were

 02  to agree to a dispatchable PPA along these lines, that

 03  the system does then end up operating in the most cost

 04  effective fashion and that it's operating in the way that

 05  it was designed to when it was selected through the

 06  process.

 07            So there are some -- you know, there may be

 08  some incentive for the -- reduced incentive for that

 09  system to operate as efficiently as might be provided

 10  through a -- kind of a must-take PPA paid on a per

 11  megawatt hour basis.  And so while there are performance

 12  metrics that are included in there, going back and doing

 13  some of that analysis from the, you know, theoretical

 14  output to the actual production does require a lot of

 15  coordination.

 16            So I think there’s a lot of -- I mean, it has

 17  some merit, but there’s some -- some aspects of it that I

 18  think need to be further evaluated and fleshed out, you

 19  know, where in terms of if the Commission were to

 20  consider moving forward with something along the lines of

 21  a dispatchable PPA model like this, maybe -- it may make

 22  sense to do it on a more limited scale.  So whether

 23  that’s through some kind of pilot or some smaller carve-

 24  out or something from the CPRE process to allocate some

�0150

 01  portion and -- and take a look at how that performs

 02  relative to a must-take PPA.

 03            I know -- we spoke to the Independent

 04  Administrator about this model as well, and there may be,

 05  you know, may -- it’s hard -- it may be harder to compare

 06  different kinds of models or different kinds of PPAs.

 07  You know, if you start having multiple pro forma PPAs,

 08  that you -- you’re not -- you’re not providing quite as

 09  simple a process.

 10            So those are our main -- main points that we

 11  wanted to address.

 12            COMMISSIONER BROWN-BLAND:  Limited in scale and

 13  limited in length of the contract?

 14            MR. DODGE:  Well, if it’s -- if it’s under

 15  CPRE, it would be a 20 -- 20-year term, so if it’s under

 16  that purpose.  If it’s under some other than -- you know,

 17  outside of CPRE, then a different term may be evaluated.

 18            COMMISSIONER BROWN-BLAND:  All right.

 19  Commissioner Mitchell?  No more?  Commissioner

 20  Clodfelter.

 21            COMMISSIONER CLODFELTER:  Thank you.  Mr.

 22  Dodge’s comments and remarks saved me a lot of Q and A,

 23  so thank you for that.  So I just have a couple -- couple

 24  things in there.  Because of your helpful comments, most
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 01  of what I got are comments rather than questions, but I

 02  -- I want to ask the First Solar folks, it strikes me

 03  that -- and I understand you, that you think this is --

 04  the value proposition works here for solar without

 05  storage, but it strikes me that an awful lot of the

 06  system benefits value comes if this is applied to solar

 07  plus storage, that the value proposition is much, much

 08  greater on a system basis.  Would you agree with that?

 09            MR. BREDDER:  Yeah.  I think our -- our view is

 10  there is value --

 11            COMMISSIONER CLODFELTER:  It -- it works

 12  without storage, but -- but would you agree with me that

 13  if -- if this is applied, this concept is applied to

 14  solar plus storage, the value -- system values are much,

 15  much greater?

 16            MR. BREDDER:  That ultimately it -- I guess the

 17  way I’d phrase it is I think it -- it -- first of all,

 18  forestalls when you need storage --

 19            COMMISSIONER CLODFELTER:  Right.

 20            MR. BREDDER:  -- but ultimately when you get to

 21  storage --

 22            COMMISSIONER CLODFELTER:  Right.

 23            MR. BREDDER:  -- it absolutely becomes a -- a

 24  much better solution than without having a capacity based
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 01  alternative.

 02            COMMISSIONER CLODFELTER:  All right.  The last

 03  thing is a couple of observations, and -- and just

 04  really, I’m not sure that for some of the practical

 05  reasons that the parties have discussed we’re quite ready

 06  for full rollout of this or full adoption of this.  Maybe

 07  what Mr. Dodge suggests is -- is something the Commission

 08  can discuss and consider.  But -- but I want to make a

 09  couple of observations.

 10            The CPRE statute is a capacity procurement

 11  program.  It is not an energy purchase program.  There

 12  are some compensation structures in here that are keyed

 13  off of the amount of energy delivered, but it is not a

 14  program for the purchase of must-take energy.  It is a

 15  purchase of capacity.  So what First Solar is proposing

 16  here is a compensation structure that recognizes that

 17  that’s what you’re buying.  That’s exactly what you are

 18  buying.  That’s what the Legislature has directed you to

 19  buy is to buy capacity, and they’ve given you three ways

 20  to buy.

 21            They’ve said you can buy it from -- the

 22  facility for somebody -- from somebody else.  If you do

 23  that, you’ve got an all-in total acquisition cost.  And

 24  then you allocate that out, you see how much per megawatt
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 01  it costs you to acquire the capacity you’ve bought.

 02  That’s essentially the concept here.  That’s functionally

 03  the concept here.  The difference is you won’t own the

 04  facility under their models; a third party owns it.

 05            Now, I -- I hear you about the complexities

 06  that creates about the owner of the asset is not you, and

 07  that does create some complexity.  But conceptually what

 08  they’re talking about is exactly what’s provided in

 09  (b)(1).  You build -- you buy your own -- you buy a

 10  facility that somebody else has built, and then you have

 11  all the same risks about the energy output from that

 12  facility that you have in your own facility.  That --

 13  that strikes me as -- as not an -- not an issue here.

 14            Same is true with the second methodology, is

 15  you can build your own facility, then you own it and

 16  operate it and you’ve got the same risks about energy

 17  availability.  What’s the energy output of that facility

 18  going to be?  And you've got to manage it.  It’s the same

 19  concept as exactly what they’re talking about.  And so it

 20  strikes me that, conceptually, what these guys are

 21  talking about may be a closer fit to 589 than an energy-

 22  based PPA product.

 23            Now, we’ve got energy-based PPA products in

 24  here.  That’s allowed.  That’s the third option, right?
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 01  I get it.  But it’s -- one of the things in listening to

 02  this discussion that struck me as really curious is that

 03  if you go out and build the solar facility, own it and

 04  operate it, there is no cost cap in the statute.  Isn’t

 05  that interesting?  If you buy the facility from somebody

 06  else, there is no cost cap in the statute.  The only cost

 07  cap that applies -- the only time avoided cost comes in

 08  is if you’re buying the energy and capacity from a third-

 09  party owner, the third branch.

 10            So, you know, I want to come back and put some

 11  context on this, is I think what these guys are -- are

 12  suggesting here really is worth exploring because it

 13  actually fits the statute a lot better.  It fits the

 14  statute a lot better.

 15            Now, practically, I don’t think you can -- I --

 16  I don’t think -- I mean, we’re probably not there

 17  practically to do what they’d say, you know, across the

 18  board, but they’re not so far off.  They’re not so far

 19  off.  That’s -- that’s my observations.

 20            COMMISSIONER BROWN-BLAND:  The Commissioner

 21  made a -- made a comment and gave his view.  Does -- does

 22  Duke want to respond at this time?

 23            COMMISSIONER CLODFELTER:  Something to think

 24  about.

�0155

 01            MR. JIRAK:  Yeah.  Interesting -- interesting

 02  thoughts, and getting the perspective, I think a couple

 03  of points I make is the projected avoided costs we use

 04  have a capacity value in the years in which there’s a

 05  capacity need, and we purchase under the -- under the --

 06  the Power -- the PPA we are purchasing all of the energy

 07  and the capacity; it’s just priced on an energy basis.

 08  So I -- I -- it’s sort of -- it’s sort of nomenclature in

 09  some respects, but we -- we are acquiring all the

 10  capacity to the CPRE resources, but the way in which

 11  payment is tied to is it includ--- the avoided cost

 12  includes the capacity value --

 13            COMMISSIONER CLODFELTER:  Absolutely.

 14            MR. JIRAK:  -- where we have a capacity need.

 15            COMMISSIONER CLODFELTER:  Absolutely.  And so

 16  if you -- if you did what these guys are suggesting,

 17  you’d take that capacity that you bought and you’d pay it

 18  out over a 20-year period in fixed monthly installments,

 19  but you’d aggregate it and you’d derive a present value

 20  for what -- the capacity you bought.  You’d do the same

 21  thing if you built the facility.  You’d take your all-in

 22  cost and you sort of calculate what’s the per megawatt

 23  cost to us of that.  So it -- it’s really not

 24  functionally very different, not -- not at all.
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 01            MR. JIRAK:  Yeah.  Yeah.  I understand the

 02  perspective.

 03            COMMISSIONER BROWN-BLAND:  All right.  If I

 04  don’t hear anything else, I think we’ve come towards the

 05  end.  All right.  I -- I apologize that we had to take

 06  shorter breaks and shorter lunch than we normally do, but

 07  we had a goal.  Seems like we’ve met it.  I was a little

 08  apprehensive about this proceeding, but I found it very

 09  helpful, and I hope you have, too.  Everyone is still

 10  learning.  You know, we started out with a beta.  We’re

 11  still trying to develop this, but -- and perhaps that is

 12  the reason folks have been a little reticent to come out

 13  with absolute statements or -- or deal with each other,

 14  but the Commission would encourage you to be open in your

 15  communications with each other.  I think we witnessed

 16  some of that here today, and I think that it’s made a

 17  difference.

 18            In the beginning, in particular, there were a

 19  number of requests for information or volunteer to follow

 20  up.  Looking for my note here.  I would ask that you

 21  follow up and make filings with that additional

 22  information within seven days of today, if you’re able

 23  to.  If not, let us know, but I think that will be a

 24  reasonable time frame.
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 01            One of the reasons we had this proceeding and

 02  -- and organized it as we did was to eliminate the -- the

 03  -- to reduce the time frame and eliminate the need for

 04  comments, responses, replies, and that sort of thing.

 05  And so when you make those filings, I would ask that you

 06  not make additional comments, but just respond to and

 07  provide the precise information that has been requested.

 08            I want to thank everybody for hanging in here

 09  with me.  Everybody really did contribute, and it was a

 10  good thing, from my perspective, to see.  I particularly

 11  want to thank our Staff for hanging in here, not only the

 12  ones who participated, but the ones I see sitting out in

 13  the -- in the audience.

 14            And if there’s nothing else, we’ll be

 15  adjourned.  Thank you.

 16                  (The hearing was adjourned.)

 17              _____________________________________
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