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. OFRCIAL COPY

STATE OF NORTH CAROLINA

UTILITIES COMMISSION FILED
RALEIGH
| JUN 03 2013
DOCKET NO. E-7, SUB 1033 Clerks Offce

N.C. Utiiities Commission
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of

Application of Duke Energy Carolinas, LLC, )
Pursuant to G.S. 62-133.2 and Commission ) JOINT AGREEMENT AND
Rule R8-55 Relating to Fuel and Fuel-Related ) STIPULATION OF
Costs Adjustment for Electric Utilities ) SETTLEMENT

Duke Energy Carolinas, LLC (“DEC" or the “Company”}, and the Public
Staff - North Carolina Utilities Commission (the “Public St_aff"), referred to herein
as the Stipulating Parties, through counsel and pursuant to G.S. 62-68,
respectfully submit-the following Joint Agreement and Stipulation of Settlement
(“Stipulation”) for' consideration by the North Carolina Utilities Commission
(“Commission”} in this docket.

The Stipulgting Parties agree as follows:

1. BACKGROUND

a. On March 6, 2013, the Company filed an Application with the
~ Commission in this proceeding to adjust its rates and charges pursuant to
GS 62-133.2 and Commissioﬁ Rule R8-55, along with the direct testimony of
Kim H. Smith, Joseph A. Miller, Jr., Robert J. Duncan, Il, David C. Culp, and
Alexander J. (“Sasha”) Weintraub. By virtue of the Application, DEC requested
that its North Carolina retail revenue requirement associated with fuel and fuel-

related (collectively “fuel”) costs of approximately $1,239,694,685 (excluding

gross'receiptsltax and regulatory fee), to be recovered through various fuel cost
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factor riders. The fuel cost factors requested by DEC included Experience
Modification Factor (“EMF”) riders based. on certain fuel over-recoveries, by

customer class, experienced during calendar year 2012.

b. Petitions to intervene were filed by Carolina Industrial Group for

Fair Utility Rates Ill on March 25, 2013, and granted by the Commission on
\

April 1, 2013; by the North Carolina Sustainable Energy Association on
March 26, 2013, and granted by the Commiséioh on April 1, 2013, by Carolina
Utility Customers Association, Inc. on April 3, 2013, and granted by the
Commission on April 4, 2013; and by North Carolina Waste Awareness and
Reduction Net\m_)rk on April 15, 2013, and granted by the Commission on April
18, 2013. |

C. On -Ma_rch 13, 2013, the Commission entered an Order Scheduling
Hearing, Requiring Filing of Testimony, Establishing Discovery Guidelines, and
Requiring Public Notice. That order provided that direct testimony of intervenors
should be filed on May 17, 2013, that rebuttal testimony should be filed on
May 24,2013, ahd that a hearing on this matter would be scheduled for June 4,
2013. On May 17, 2013, the Public Staff filed a motion for extension of time to
file testimony, and on May 20, 2013, the Commission granted the motion,
extending the time for filing Public Staff and intervenor testimony to May 24, 2013
and for filing rebuttal testimony to May 31, 2013. On May 23, 2013, the Public
Staff filed a subsequent motion for extension of time to file testimony, and on

May 24, 2013, the Commission granted the motion, extending the time for filing.
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Public Staff and intervenor testimony to May 3\1, 2013- and for filing rebuttal
testimony to June 3, 2013.

- d. Subsequent to the filing of the Application, the Public Staff has
conducted substantial discovery on the issues raised by the Application and the
direct teStimbny of the Company. The Public Staffs discovery included a
detailed investigation of the performance of the Catawba Nuclear Station
(“Catawba”) and the McGuire Nuclear Station (“AM'cGuire") during the test year.
During the course of that investigation, the Public -Staff requested and reviewe‘d{_
‘numerous documents and interviewed Company personnel.

e. Through this Stipulation, the Company is updating its filing to reflect
the impact of $431,799 of total system ($294,198 NC rétail) fuel costs incurred in
2012 inadvertently omitted in its original filing. These fuel costs represent the
fuel cost compbnent of other purchased power from a qualifying.facility.

f. Prior to the filing of the Public Staff's testimony in this matter, the
Stipulating Parties engaged in discussions and reached agreement in principle
witH respect to the issues presented by the Company's application.

2. NUCLEAR PLANT PERFORMANCE

a. One factor contributing to the Company’s tést year fuel costs was
the performance of its nuclear plants. G.S. 62-133.2(d) and Commission Rule
R8-55 provide that the burden of proof as to the correctness and reasonableness
of any charge and as to whether the test year fuel costs were reasonable and
prudently incurred is on the utility. For purposes of determining the EMF rider, a

utility must achieve either (a} an actual system-wide nuclear capacity factor in the -
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tesi year that is at least equal tou'the national average capacity factor for nuclear
- production facl:illities based o_h the most fec,:ent five-year period available as
reflected in the most 'reéent North American Electric Reliability Corporation’s
" ("NERC”) Generating Availability Report, appropriately weighted for size and type
of plant (the “NERC average”) or (b) an avérage system-wide nuclear capacity
factor, based upon a two-year simple average of the system-wide capacity

factors actually experienced in the test year and the preceding year, that is at

least equal to the national average capacity factor for nuclear production facilities ..

based on the most recent five-year period available as ‘reflected in the most
recent NERC’s Generating Availability Report, appropriately weighted for size
and type of piant, or a presumption is created that the utility imprudently incurred
the fuel costs and that disallowance of those costs is appropriate.

‘b. . Comparing the capacity factor calculations for DEC’s nuclear plants
With the most recent NERC five-year average, DEC exceeded the performance
standard for it.s nuclear blants. Company witness D'uncan stated that the most
recent NERC five-year average was 89.79%. During the test period, the
: Cofnpany's nuclear generation systenﬁ achieved an actual capacity factor of -
91.85%, thereby exceeding the NERC avérage by over two percentage points.

. C. Nevertheless, DEC's nuclear performance wés' affected by the
performance at McGuire Unit 2 and Catawba Unit 2. Although McGuire
exceeded the 'NER,C five-year average during the test beriod, it experienced an
extended refueling outage at Unit 2. Catawba also exceeded the NERC five-year

average. Catawba Unit 1, howevef, experienced a forced outage event resulting
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from a cable failure further éorﬁplicated by a loss of offsite power event for the
station, which extended the Unit 2 re_fueling and mainténance outage underway
at the time.

d. As described in the testimony of Kennie D. Ellis, after extensive
investigation, the Public Staff believes that some of the outage time at McGuire
Unit 2 and Catawba during the test year could have been avoided under efficient
management and economic operations, and at least some of the associated
repiacement power costs should be excluded.

e. DEC disagrees with the Public Stéff’s position., DEC does
acknowledge, however, that although' the Company’s nuclear capacity factor
exceeded the NERC average for the test year, the Catawba and McGuire
outagés exceeded the scheduled outage duration as a result of equipment and .
vendor execution challenges. As part of its continuou$ improvement processes,
' DEC has evaluated and implemented lessons learned from these outages.

f. The Stipulating Parties have reached agreement that DEC will
forgo recovery of $4,542 857 of replacement power fuel expenses incurred
during the test year due to the outage extension at McGuire, as well as $757,143
of interest on that amount, for a total of $5.3 miIlion; Additionally, to the extent
that DEC _succéeds in recoverir_lg quuidated damages from the vendor involved in
;the McGuire outage work‘, DEC agrees to flow back half of the net amount up tp
$257,143 to ratepayers in a future fuel case. '

g. The Stipulating Parties agree that the above amounts represent a

fair and reasonable resolution of the test year fuel costs that the Public Staff
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bélieves should not be recovered from ratepayc::rs because of the challenges
experienced at Catawba and McGuire.

3. GENERAL PROVISIONS

a. DEC's fuel proburerﬁent practices during the test peric;d were
reasonable and prudent.

b. The. parties disagree as to whether Catawba and McGuire were
operated under efficient management and economic ope.rations during the test
year. The parties do agree that the performance of DEC's other base load plants -
during the test period was reasonable and prudent. - |

c. The projected fuel costs for the North Carolina retail jurisdiction for
use in this proceeding are $1,287,001,169. This consisfs of $12,302,413 of
renewable and cogeneration power capacity. costé and $1,274,698,756 of other

fuel costs. The annuél .increa'se in the aggregate - amount of fuel-related
expenses associated with certain purct{ased power costs identified in. 62-
133.2(a1) exceeded two peicent of DEC’s total North Carolina jurisdictional grosé
revenues. for 2012. The annual increase exceeded the North Carolina
jurisdictional gross revenues, however, because the Company jointly dispatched
its generation fleet with Duke Energy Progress, Inc., consistent with the terms of
the Joint Dispatch Agreement (“JDA"), approved by ‘this Commission in
connection with the merger of Duke Enérgy Corporation and Progress Energy,

Inc. (“Merger”), and which has saved DEC’s North Carolina retail customers

$5,683,604 in fuel costs since the close of the Mergér on JLlly 2, 2012. But for
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the operation of the JDA, fhe Company would not have exceeded the two
percent cap.

d. The Company’s aggregate North Carolina retail jurisdictional fuel
expense over-collection for purposes of the EMF was $51,555,143, including the
adjustments described above in Sections 1.e. and 2.f of this Stipulatioﬁ. As
permitted by G.S. 62-133.?;(d) and Commission Rule- R8-55(d)(3), DEC may.
include in t-he EMF .calculétion actual fuel costs and revenues incurred for the
period January 2013 through April 2013. However, DEC elected not to update
fuei costs in this proceeding.

e. The decrease in fuel costs from the amounts approved in Docket
No. E? Sub 1002 should be allocated between the rate classes on a uniform
percentage basis, using the uniform bill adjustment methodology that was
approved by the Commission in Docket No. E-7, Sub 1002.

f. The appropriate prospective fuel cost factors for this proceeding for
each of DEC's rate classes, excluding gross receipts tax (“GRT") and regulatory
fee, should be as follows:i 2.2306 ¢/KWh for the Residential class; 2.3566 ¢/kWh
General class; 2.3980¢/kWh for the Industrial class

g. The appropriate EMF decrement amounts established in this
proceeding, iﬁcluding interést but excluding GRT and regulatory fee, should be
as follows: (0;0534) ¢/kWh fpr the Residential class; (0.1371) ¢/kWh for- the
General class; and (0.1510) ¢/kWh for the Industrial class.

h. Schedules reflecting the stipulated adjustments are attached as

Stipulation Exhibits 1-3.



- 4, AGREEMENT IN SUPPORT OF SETTLEMENT; LEGAL EFFECT
OF STIPULATION

a. The Stipulating Parties shall act in good faith to use their best
efforts to 'recor‘nmend to the Commission that this Stipulation'be accepted and
approved. The Stipulating Parties further agree that this Stipulation is in the
public interest and that they will support the reasonablenéss of this Stipulation
before the Commission, and in any appeal from the Commission’s adoption
and/or enforcement of this Stipulation of portion thereof.

b. The provisions of this Stipulation do not reflect any position
assérted by any of the Stipulating Parties, but reflect instead the compromise and -
settlement ambng the Stipulating Parties as to all of the issues covered hereby.

c. By agreeing to settle this issue, DEC and the Public Staff agree that
DEC in no way -concedes that it was imprudent, unreasonable, inefficient, or
uneconomical in incurrin'g its fuel costs duriﬁg the test beriod or in managing. its
.genera;tion fleet. Additionally, this Stipulation in no way constitutes a waiver or
écceptan-ce of the poéition of any Pérty concerning the reduirements of ‘N.C.
Gen. Stat. § 62-133.2, or North Carolina Utilies Commission Rule R8-55, in any
future proceeding, nor does it constitute a waiver of any right to assert or oppose
a position in any future proceeding or any court. Moreover, this Settlement
Agreement does not establish any precedent with respect to the issues resolved
hereih, and in no way precludes ény Sti.pulating Party herein from advocating an

alternative position or methodology in any future proceeding.
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d. This Stipulation is a product of negotiation among all the Stipulating
Partie—s'arjd no provision of this Stipuilation shall be strictly construed in favor of or
against any Stipulating Party.

e. All pre-filed testimony, affidavits, and exhibits may be received in
evidence without objection, and each Stipulating Party waives all right to cross
examine any witness except to affirm the provisions of this Stipulation and to
explain and clérify testimony consistent with this Stipulation. If questions are
asked by any Commissioner, or if questions afe asked or positions are taken by
‘any person who is not a Stipulating Party, then any .Stipulating Party may
respond to such questions by presenting téstimony or exhibits and cross
examining any witness with respect to such testimony and exhibits.

£ This‘Stipulation is the product of hegotiation and compromise of a
complex set of-issues, énd no portion of this Stipulation is or will be binding on
any of the Stipulating Parties unléss the entire Stipulation is accepted by the
Commission. If the Commission rejects any part of this Stipulation or imposéé
any change or condition on approval of this Stipulation or if the Commission’s
approvél of this Stipulation is rejected or conditioned by a.reviewing court, the
Stipulating Partiés-agree to meet an_d_ discuss the applicable Cdmmission_ or court
order within five business days of its issuance and to attempt in good faith to
determine if they are wiIIin'g to modify the Stipulation consistent with the orc!er.
No Party shall withdraw from the Stipulation prior to corriplying with the foregoing
. sentencé. If any Party withdraws from the Stipulatioﬁ, any Party retains the right

to- seek additional proceedings before the Commission, including cross-



examination of witnesses, with respect to issues addressed by the Stipulation
and no Party shall be bound or prejudiced by the terms and conditidns of the
Stipulation. | |

g. This Stipulation .m.ay be executed in one or more counterparts,
each of which shall be de.emed an origin‘a!, but all of which together shall
constitute one ‘and the same instrument. Execution by fécsimiie signature shall
be deemed to be, and shall have the same effect as, execution by original
signature.

SIGNATURE PAGE FOLLOWS
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This the 3rd day of June, 2013.
DUKE ENERGY CAROLINAS, LLC

By:

Brian L. Franklin

Associate General Counsel
Duke Energy Corporation
Telephone: (980) 373-4465
brian.franklin@duke-energy.com

PUBLIC  STAFF, NORTH CAROLINA
UTILITIES COMMISSION '

AOWM//‘Q&M

Dianna W. Downey

Staff Attorney

4326 Mail Service Center

Raleigh, North Carolina 27699-4326
Telephone: (919) 733-6110
_dianna.downey@psncuc.nc.qov
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This the 3rd day of June, 2013,
DUKE ENERGY CAROLINAS, LLC

By:

Assgtiate General Counsel
Duke Energy Corporation
Telephone: (980) 3734465

brian.franklin@duke-ener_qy.com

PUBLIC STAFF, NORTH CAROLINA
UTILITIES COMMISSION

By:

Dianna W. Downey

Staff Attorney

4326 Mail Service Center

Raleigh, North Carofina 276994326
Telephone: (919) 7338110

dianna.downey@psncuc.ne.qov
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CERTIFICATE OF SERVICE

| certify that | have served a copy of the foregoing on all parties of record
in this proceeding in accordance with NCUC Rule R1-39 by causing the same to
be deposited in the United Stafes Mail, first class postage prepaid, or delivered
by hand delivery or by means of facsimile or electronic delivery upon agreement
of the receiving party.

This the 3rd day of June, 2013.

Dianna W. Downey
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