STYERS &
KEMERAIT

attorneys+counselors@law

ror Haynes Streer, Suite 1or
Ruleigh, North Carolina 27604
919.600.6270

SryersKemernit.com

gstyers@SeyersKemerait.com
919.600.6273

M. Gray Styers, Jr.
Kuren M. Kemerait
Charlotte A. Mitchell
Deborah K. Ross

June 11, 2010

FILED

Jli1 20
HAND DELIVERED Cleks Offc

N.C. Utilities Commission
Ms. Renne Vance :

Chief Clerk QF:,;&:
North Carolina Utilities Commission 5 458

430 N. Salisbury Street
Raleigh, NC 27603

[ 1.3

Re: In the Matter of Investigation of Integrated Resource
Planning in North Carolina — 2008
DOCKET NO. E-100, SUB 124
In the Matter of Investigation of Integrated Resource
Planning in North Carolina — 2009
Docket Nos. E-100, Sub 118 and E-100, Sub 124

Dear Ms. Vance:

Please find enclosed an original and thirty-one (31) copies of the BRIEF OF
CPI USA NORTH CAROLINA LLC fk/fa EPCOR USA NORTH
CAROLINA LLC, in the above referenced dockets. Also enclosed is a CD
containing an electronic file of the Brief as *“Brief dated 06/11/10”.

We would appreciate your filing the same and returning one "filed" stamped
copy via our courier.

If you have any questions or comments regarding this filing, please do not

hesitate to call me. Thank you in advance for your assistance and r%(’

cooperation, %
Sincerely, ’ \}'

. (*"
M. Gray Styéfs, Jr. “

Enclosures

cc:  All Parties of Record
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FILZ D

STATE OF NORTH CAROLINA JUN 11 90
UTILITIES COMMISSION y &y
RALEIGH Clerk's O
N.C. Utilitigs Cor;lﬁﬁission

DOCKET NO. E-100, SUB 118

DOCKET NO. E-100, SUB 124
BET'ORE THE NORTH CAROLINA
UTILITIES COMMISSION
DOCKET NO. E-100, SUB 118

In the Matter of Investigation of BRIEF OF CPI USA NORTH CAROLINA
Integrated Resource Planning in North LLC f/k/a EPCOR USA NORTH
Carolina — 2008 CAROLINA LLC

DOCKET NO. E-100, SUB 124

In the Matter of Investigation of
Integrated Resource Planning in North
Carolina — 2009

Intervenor CPI USA North Carolina LLC', formerly known as EPCOR USA North
Carolina LLC, through counsel, hereby submits its brief to the North Carolina Utilities
Commission (*Commission™) on Investigation of Integrated Resource Planning in North
Carolina 2008 and 2009 in the above-captioned docket as follows:

L. Introduction

This consolidated docket for integrated resource planning is perhaps the most
comprehensive assessment of electric utilities’ resource planning to date in North Carolina.
Compliance plans in this docket must encompass more than traditional methods of assessing and
projecting current and future demand, they must also include an assessment of supply-side
resources and Renewable Energy Efficiency Portfolio Standards (“REPS™) compliance as

required by Senate Bill 3. Order Scheduling Hearings on 2009 Integrated Resource Pians and

' EPCOR USA North Carolina I.LC was renamed CP1 USA North Carolina LLC effective November 16, 2009, The company’s name was
changed as part of a rcbranding initiative following the transfer of EPCOR Utilities, Inc.’s power generation assets 10 Capital Power Corporation
in July 2009. To maintain consistency with previous filings in Narth Carolina, despite the name change, the acronym EUNC is being used in this
filing.
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REPS Compliance Plans and Consolidating Dockets for Decision, October 19, 2009, pp. 1-3
(“Scheduling Order™).
Electric utilities’ resource planning is governed by N.C. Gen. Stat. § 62-110.1 (c), which
provides:
The Commission shall develop, publicize, and keep current an analysis of the
long-range needs for expansion of facilities for the generation of electricity in
North Carolina, including its estimate of probable future growth of the use of
electricity, the probable needed generating reserves, the extent, size, mix and
general locations of generating plants and arrangements for pooling power to the
extent not regulated by the Federal Power Commission and other arrangements
with other utilities and energy suppliers to achieve maximum efficiencies for the
benefit of the people of North Carolina . . .
Id. In addition, it is the policy of the State of North Carolina “|t]o assure that resources
necessary to meet future growth through the provision of adequate, reliable utility service
include use of the entire spectrum of demand-side options, including but not limited to
conservation, load management and efficiency programs, as additional sources of energy supply
and/or energy demand reductions.” N.C. Gen. Stat. § 62-2 (a) (3a). These two provisions of
North Carolina law, along with corresponding rules, governed the IRP process up until 2008.
After Senate Bill 3 was enacted, the policy of the State and thus the scope of the IRP
process was expanded 1o include an assessment of public utilities’ efforts to:
promote the development of renewable energy and energy efficiency through the

implementation of Rencwable Energy Efficiency Portfolio Standards (REPS) that
will do all of the following:

a. Diversify the resources used to reliably meet the energy needs of
consumers in the State.

b. Provide greater energy security through the use of indigenous energy
resources available within the State.

C. Encourage private investiment in renewable energy and energy efficiency.

d. Provide improved air quality and other benefits to energy consumers and

citizens of the State.
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N.C Gen. Stat. § 62-2 (a) (10). The Commission revised its rules to recognize the additional
obligations under Senate Bill 3 in the [RP process. Scheduling Order, p. 3; Rules R8-60 (c),
(h)4).

Because this is the first time the Commission will fully consider the requirements and
policy of Senate Bill 3 in the IRP process, it is crucial that the Commission’s final order
recognizes these additional obligations and provides appropriate direction and guidance for
future integrated resource planning.

II. EUNC’s Interest

EUNC has an interest in this docket based on its history as a power producer in North
Carolina and its cfforts to convert its facilities into in-state providers of renewable energy and
capacity under Senate Bill 3. The EUNC facilities have supplied energy and capacitly to Progress
Energy Carolinas, Inc. (“Progress”) for more than 20 years. Testimony of Don Reading, Vol.
IV, p. 53, line 1 —p. 54, line 14 and p. 68, line 16 —p. 69, line 1. In its 2008 IRP, Progress
indicated that it anticipated renewing its contracts with EUNC, which were set 10 expire on
December 31, 2009. Progress Energy Carolinas Integrated Resource Plan, September 1, 2008
(“2008 IRP”), p. C-1, footnote [. EUNC spent more than $86 million modifying its North
Carolina plants to utilize biomass and alternative fuels in order to qualify for renewable energy
credits (“RECs”) on 50 to 60 percent of their output under Senate Bill 3. Testimony of Don
Reading, Vol. IV, p. 69, lines 2-7; see Docket No. SP-165. Sub 3. Both plants are qualifying
facilitics (“QFs™) under the Public Utility Regulatory Policies Act of 1978 (*"PURPA™). Order
Issuing Amended Certificates, Accepling Registration Statement and Issuing Declaratory Ruling,
Docket No. SP-165, Sub 3, December 17, 2009. Despite EUNC’s efforts and Progress’ 2008

IRP filing, without explanation, EUNC’s two plants were not included in Progress’ 2009 IRP
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beyond December 31, 2009. Progress Energy Carolinas Integraied Resource Plan, September 1,
2009 (2009 IRP*), p. C-1.2

EUNC is concerned about Progress’ ability to comply with Senate Bill 3’s REPS
requirement in the mid- and long-term, Progress’ resource mix, Progress’ procedure for
contracting with QFs under the requirements of PURPA and the Commission’s avoided cost
orders.

I1L Progress’ 2009 IRP and REPS Compliance Plan Falls Short of Mecting the
Requirements of Senate Bill 3 in the Mid- and Long-Term

This consolidated IRP docket provides the Commission with the first full look at how
renewable energy will become part of the resource mix in utilities’ integrated resource planning.
Senate Bill 3 phases in its REPS requirements over time until the year 2021, when 12.5% of
2020 North Carolina retail sales must be subject to REPS. N.C. Gen. Stat. § 62-133.7 (b) (1).
While the law gives electric public utilities a variety of ways to meet these requirements, id. at
(b) (2), it will take significant advanced planning to achieve Senate Bill 3°s requirements.
Progress’ 2009 IRP filing simply falls short, both in terms of its plans to acquire in-state RECs to
comply with Senate Bill 3 and in terms of its projected resource mix over the planning horizon.

Progress’ 2009 IRP filing shows its ability to meet Senate Bill 3°s initial short-term
requirements by relying heavily on banked out-of-state wind RECs. Testimony of David
Fonvielle, Vol. I, p. 171, line 20 — p. 172, line 17; Testimony of David Fonvielle, Vol. V, p. 145,
line 22 — p. 146, line 8. However, 75% of the RECs required must be generated in-state and
Progress will have a greater need for in-state RECs beginning in 2014, at which point Senate Bill

3 requires that 6% of retail sales be derived from renewable energy resources and cnergy

2 Because EUNC's lucilitics are QFs, they are entitled (o full aveided eosts under FERC's regulations implementing PURPA and the
Commiission’s avoided cost orders. EUNC and Progress are currently in arbitration over the appropriate amount of avoided energy and capacity
costs Progress must pay EUNC. Docket No. E-2, Sub 966, Payment for RECs produced by EUNC’s facilities is separate from payment of
avoided costs. Order Establishing Standard Rates and Contract Terms for Qualifying Facilities. Docket No. E-100, Sub 106, December 19, 2007,
p. 10.
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efficiency measures. Testimony of Don Reading, Vol. [V, p. 57, line 11 — p. 59, line 3; p. 79, line
3 —p. 81, line 17; CPI Progress Energy Cross Examination, Exhibit 2, Vol. V, p. 125, attached
hereto as Exhibit 1 (hereinafter “Exhibit 17*).

Of concemn is that Progress’ REPs Compliance Plan, 2009 IRP, Appendix D — Alternative
Supply Resources NC REPs Compliance Plan, disguises the need for significant RECs by giving
the impression that REC needs are covered through 2016. The future of REC compliance, as
presented in Exhibit 7, assumes that out-of-state wind RECs are spread over the 5-year time
horizon ending in 2016 by showing positive REC carryforward balances for each year (with the
carryforward balance ultimately reaching zero afier fulfilling the need for RECs in 2016)*. 2009
IRP, Exhibit 7 of Appendix D — Alternative Supply Resources NC REPS Compliance Plan, p. D-
13. Progress’ witness Fonviclle testified that, “PEC is already compliant through 2013 and
would need to add only 200GWhs to be compliant in 2014.” Rebuttal Testimony of David
Fonvielle, Vol. V, p. 17, lines 17-18. What is not revealed by Fonvielle’s statement but is
revealed in Exhibit 1, attached hereto and explained below, is that achieving this outcome
requires applying all of the out-of-state wind RECs 1o the period ending in 2014, 2 years earlier
than what is shown in Exhibit 7 of the REPs Compliance Plan, The effect of this is the creation
of an cnormous need for RECs starting in 2015, and a corresponding enormous need for REC-
producing capacity in the same year (the majority of it in-state).

As shown in Exhibit | hereto, Progress will be short 166GWh of RECs in 2014. Mr.
Fonvielle testified this need could be met with “only 25 MWs of wood biomass brought on-line
in 2014.” Vol. V, lines 18-19. However, this assumes the high capacity factors associated with

biomass generation, the energy cost of which could be uneconomic in the off-peak hours. See

? More concerning is that Exhibit 7 does not show the requisite capacity required to generate the RECs required (that are shown in the section
entitled “Projected Resources™). RECs do not materialize out of thin air, they must be generaied by REC-producing capaciiy, and in-state RECs
require in-state REC-producing capacity.
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Testimony of Glen Snider, Vol. V, p. 33, lines 7-9. As shown in Exhibit 1 hereto, assuming a
50% capacity factor, the required REC-producing capacity is 38MW, 50% higher than what Mr.
Fonvielle indicates. What Mr. Fonvielle did not say, but is abundantly clear, is that this need for
REC-producing capacily is greatly magnified in 2015, when Progress’ need for RECs increases
to 1,355GWh, requiring 309MW of REC-producing capacity at a 50% capacity factor. This
need increases in a step-change again in 2016, with a need for 2,560 RECs requiring nearly
585MW of REC-producing capacity. See Exhibit 1.

This creates a scrious concern that Progress will not meet its mid- and long-term REPS
requirements. See Testimony of Kennie Ellis, Vol. III, p. 54, line 21 —p. 55, line 3; p. 57, lines
10-15; Testimony of Jay Lucas, Vol. III, p. 78, lines 3 — 13; 2009 IRP, REPs Compliance Plan, p.
D-13.

One way to prepare to meet the mid- and long-term REPS requirements is to secure in-
state dispatchable REC-producing capacity before the increased requirements of Senate Bill 3 go
into effect. This approach will not only make it more likely that the later requirements are met,
but it will further the overall goals of Senate Bill 3. Acquiring in-state REC-producing capacity
early has several advantages. First, the in-state RECs can be banked and used for future
compliance (up to 7 years). Testimony of David Fonvielle, Vol. I, p. 63, lines 12-13; Vol. V, p.
87, lines 22-24; p. 129, lines 7-9; and, p. 145, line 22 — p. 146, line 8. Second, acquiring in-state
RECs in advance helps spread the cost over several years, avoiding a large impact on Senate Bill
3’s cost caps in a single year. See Testimony of David Fonvielle, Vol. V, p. 145, line 22 — p. 146,
line 8. Third, having banked in-state RECs that can be used over several years smoothes the need
for large acquisitions of RECs in a single year. See Testimony of Kennie Ellis, Vol. IIL, p. 56,

line 17 —p. 57, line 3. Fourth, a plan to secure in-state RECs in advance facilitates contracts for
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larger REC-producing facilities that take a longer time to build or retrofit, but which provide
dispatchable REC-producing energy and capacity. Testimony of Don Reading, Vol. IV, p. 63,
line 1 —p. 64, line 10; Testimony of David Fonvielle, Vol. V, p. 84, lines 18-22.

As an extension of the third point above, the need to add large amounts of REC-
producing capacity at one time (and the adverse consequences of both greater costs and potential
“lumpiness” when compared 1o load) is avoided by using smaller capacity producers over time
and banking the RECs this smaller capacity produces in advance of the need. As an example of
a way to meect this need, at a capacity factor of 50%, EUNC’s 134MW of renewable capacity can
generate nearly 1,470GWh of RECs between 2010 and the end of 2014, which would satisfy all
of Progress’ enormous need for 1,355GWh in 2015 plus leave a surplus of more than 100GWh
for use in future years. By contrast, if this need is not met until 2015, as stated above, nearly
310MW of capacity is required (assuming a 50% capacity factor and 100% renewable output;
this capacity need doubles to more than 600MW if the facility’s output is 50% renewable)*.
Accordingly, by starting early and banking RECs in advance of immediate need, less capacity is
required, and the costs of producing these RECs are spread over time versus a large cost impact
in a single year, thus reducing the risk of exceeding Senate Bill 3°s cost cap. Indeed, Mr.
Fonvielle acknowledges the benefits of this generate-and-bank-over-time approach when talking
about fulfilling Progress’ 2014 need, by remarking that the nced could be satistied by “only
25MW of wood biomass brought on-line in 2014 or as little as 10MWs of landfill gus brought
on-line in 2012.% Testimony of David Fonvielle, Vol. V, p. 17, lines 18-20 (emphasis added).

In addition to contributing to mid- and long-term REPS compliance, purchasing in-state

dispatchable RECs-producing energy and capacity will further the policy behind Senate Bill 3.

* As additionally shown in Exhibit 1, the need for RECs in 2016 requires 584MW of REC-preducing capacily to meet the need in 2016, assuming
a 50% capacity factor and 100% renewable output.
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Fortunately, there are sources of dispatchable in-state RECs from biomass facilities. Testimony
of David Fonvielle, Vol. V, p. 103, line 22, p. 104; line 4; p. 105, lines 2-10; p. 108, lines 12-20.
Two of the policy prioritics of Senate Bill 3 are to “[d]iversify the resources used to reliably
meet the energy needs of consumers in the State,” N.C. Gen. Stat. § 62-2(a)(10)a., and to
“[e]ncourage private investment in renewable energy and energy efficiency.” Id. at (a)(10)c.; see
also Testimony of David Fonvielle, Vol. V, p. 88, lines 17-18. The purchase of in-state RECs-
producing energy and capacity also furthers the State’s efforts to grow a green economy and
“[p]rovide[s] greater energy security though the use of indigenous energy resources available
within the State.” N.C. Gen. Stat. § 62-2(a) (10)b.

Promoting a market for reliable renewable energy not only furthers the policy of Senate
Bill 3, it is also consistent with the federal policy behind PURPA and relates to the
Commission’s avoided cost proceedings. The Commission recognizes and follows the federal
law and policy of promoting small power producers, in particular those that use renewable
resources, in its biennial avoided cost proceedings. See, €.g., Docket No. E-100, Sub 117. These
proceedings set the amount of utilities’ avoided costs, guarantee QFs the right to receive full
avoided costs, and set up a process for the Commission to approve RFPs for QFs that generate
more than 5 megawatts of electricity consistent with the requirements of PURPA. Id. At present,
Progress does not have a Commission-approved RI'P for QFs. Testimony of David Fonvielle,
Vol. V, p. 118, lines 2-3. Instead, Progress has an open RFP process that does not follow the
requirements of the Commission’s avoided cost orders with respect to RFPs for QFs that
generate more than 5 megawatts. See Order Establishing Standard Rates and Contract Terms for
Qualifying Facilities, E-100, Sub 117, filed May 13, 2009, p. 6, 15-16. Moreover, despite its

open RFP, Progress’ 2009 IRP shows a reduction in power purchases from renewable QFs over
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time, 2009 IRP, pp. 22-23, Tables 1 and 2, attached hereto as Exhibit 2. This appears to be
inconsistent with the requirements of Senate Bill 3 and PURPA. It also diminishes rather than
increases the diversity of Progress’ resource mix.

If Progress is committed to meeting its REPS requirements in the mid- and long-term and
integrating Senate Bill 3 into the IRP process, it should have a plan that includes a significant
amount of in-state dispatchable REC-producing energy and capacity. Instead, Progress’ 2009
IRP shows a decline in this amount of this type of power over time and instead shows an increase
in natural gas and nuclear power from its own facilities. Id.; 2009 IRP, pp. 24-25, Figures 4 and
5. And, Progress’ 2009 IRP shows a decline in purchase power over the planning horizon. Id.?
Without such a plan, it is unlikely that Progress will meet the REPS requirements of Senate Bill
3 in the mid- and long-term. 1t is also unlikely that renewable energy will increase as a part of
Progress’ resource mix.

IV. Progress’ Reserve Margin Allows for Additional REC-Producing Capacity

Progress’ stated capacity and reserve margin in its 2009 IRP allows for the addition of
REC-producing capacity, especially since the capacity numbers in the 2009 IRP have not been
revised to reflect the retirement of the Cape Fear and Weatherspoon facilities in its Plan to Retire
550 MWs of Coal Generation without CO2 controls. See Docket No. E-2, Sub 960. Even with
| this additional capacity, Progress’ 2009 IRP indicated that the capacity margins of 11% to 21%

are “appropriate for providing an adequate and reliable power supply.” 2009 IRP, p. 19.

3 This also raises concerns about the rationale for and change in assumptions in Progress’ contract renewal process.
See Testimony of Glen Snider, Vol. V, p. 31, line 1 - p. 32, linc 4. An assumption that capacity from power
purchase agreements will not be available or will not be of sufficient reliability is antithetical to proper resource
planning, which requires that resources be evaluated on a case-by-case basis. EUNC agrees with Public Staff’s
suggestion that this change in assumption as to the termination of PPAs needs further review in the 2010 IRP
proceeding or other dockets. Public Stalfs Proposed Order Approving Integrated Resource Plans and REPS
Compliance Plans, E-100 Subs 118 and 124, June 11, 2010, p. 19.
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Progress’ capacity margins only increase dramatically in the years in which it plans to add
installed generation, which will presumably be included in its rate base.

FERC’s regulations relating to the implementation of PURPA make it clear that in
situations in which a utility has adequate capacity, but is planning capacity additions in the
future, it is appropriate to add capacity from QFs.® Progress’ IRP includes resource additions
over the planning horizon (most of which are undesignated). 2009 IRP, pp. 22-23, Exhibit 2
hereto. In addition, Progress currently has open RFPs for biomass and facilities that produce
RECs, neither of which was approved by the Commission. Furthermore, with respect to adding
capacity, the biomass RFP specifically seeks 40 to 75 MW of “new renewable generation
beginning January 1, 2013 timeframe.” Clearly, Progress’ capacity and reserve margins have
room to accommodate REC-producing additions to capacity.

Both the Commission’s rules and its previous orders allow for some deviation in reserve
margins. Rule R8-60 (i) (3) allows for a 3% deviation from target reserve margins. In addition,
in its last Order Approving Integrated Resource Plans, the Commission highlighted certain risks
that apply to Progress’ reserve margin adequacy. Docket No. E-100, Sub 114, September 19,
2008, p. 15. These risks included:

(1) increasing agc of existing units on the system, (2) the inclusion of a
significant amount of remewables (which are generally less reliable than
supply-side resources) in the plans due to the enactment of a REPS in North
Carolina, (3) uncertainty regarding thc impacts associated with significant
increases in the energy efficiency and DSM programs and the actual results
that will be achieved, (4) longer lcad times for building baseload capacity such
as coal and nuclear, (5) increasing environmental pressures that may cause

additional unit derates and/or retirements, and (6) increases in derates of units
due to extreme hot weather and drought conditions.

$ <[ A]n electric utility system with excess capacity may nevertheless plan to add new more efficient capacity to its system. If purchases from
qualifying facilitics cnable a utility to defer or avoid these new planned capacity additions, the rate for such purchases should rellect the avoided
costs of these additions.” 45 Fed. Reg., No. 38, February 25, [980, p. 12227.
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Id. While the reserves were found to be adequate at that time, the Order stated that “[t|he risks...
should be monitored for adverse effects on the required reserve margin and should be adjusted as
required in the pending planning periods.” 1d. Given (i) the on-going nature of these risks; (ii)
the rule allowing for a 3% deviation, (iii) FERC’s guidance in implementing PURPA; (iv)
Progress® plans to add capacity; and (v) Progress’ imminent need for REC-producing capacity, it
is clear that Progress’ reserve margin allows for additional REC-producing capacity.

Finally, adding REC-producing energy and capacity meets the goals of Senate Bill 3, see
Testimony of David Fonvielle, Vol. V, p. 84, line 9-22, and the geals of the IRP process to have
a balanced, diversified resource mix, see Testimony of Don Reading, Vol. IV, p. 64, line 14 —p.
65, line 16. Since Progress’ reserve margin allows for additional in-state REC-producing
capacity, its IRP should be amended to reflect this need within its reserve margin.

V. Conclusion and Recommendations for the Commission’s Final Order

Based on the foregoing arguments, testimony and exhibits demonstrating that Progress’
2009 IRP raises concerns about meeting the REPS in Senate Bill 3 in the mid- and long-term,
EUNC respectfully requests that the Commission include a finding in its final order in this
docket that Progress® 2009 IRP raises concerns about meeting the REPS in Senate Bill 3, in light
of its projections for purchases of renewable energy and its declining purchases of capacity by
fuel type and representation of renewable energy in its fuel mix through 2024. EUNC further
respectfully requests that the Commission find that Progress’ reserve margin allows for
additional in-state REC-producing capacity.

Based on the reasons set forth in Section I1I above, EUNC respectfully requests that the
Commission require Progress to show the capacity required to generate the RECs needed to meet

the requirements of Senate Bill 3 in the mid- and long-term and any plans to carry forward RECs
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from this capacity. One way to provide this information would be to require it as a part of
Exhibit 3 of Appendix D — Alternative Supply Resources NC REPS Compliance Plan.

Based on the foregoing arguments, testimony, exhibits and statements of state and federal
policy on the importance of developing in-state REC producing capacity, EUNC respectfully
requests that the Commission also include a finding in its final order that there is a significant
need to develop and support in-state REC producers, particularly those that ¢an generate
dispatchable energy and capacity assisting electric utilities to meet the mid-and long term
requirements of Senate Bill 3.

Finally, based on the foregoing arguments, testimony and statements of state law and
federal policy on the importance of developing in-state REC-producing capacity, EUNC
respectfully requests that the Commission’s Order expressly recite and note the importance of
PURPA’s requirements that QFs receive full avoided costs, the requirements in Commission’s
avoided cost orders for RFPS that apply to QFs, and Senate Bill 3’s policy of encouraging
private investment in renewable energy.

Respectfully submitted this the U_ day of June, 2010.

Styers & Kem:alt PLLC Z

By M. Gray Stfers, Jr

Styers & Kemérait, PI..LC
1101 Haynes Street, Suite 101
Raleigh, North Carolina 27604
Telephone:  (919)600-6273
Facsimile:  (919)600-6290

ast )’C!‘S@,SI YET. skemerait.com
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CERTIFICATE OF SERVICE

The undersigned certifies that he has served a copy of the foregoing BRIEF OF CPI USA
NORTH CAROLINA, LLC f/k/a EPCOR USA NORTH CAROLINA LLC upon the parties of
record in this proceeding, or their attorneys, by hand delivery, electronically, facsimile, or by
depositing a copy of the same in the United States Mail, postage prepaid and properly addressed
as follows:

Robert P. Gruber

Executive Director

Public Staff — NC Ultilities Commission
4326 Mail Service Center

Raleigh, North Carolina 27699-4326

Len S. Anthony, Esq.

General Counsel

Progress Energy Carolinas, Inc.
P.O. Box 1551, PEB 17A4
Raleigh, NC 27602

Leonard G. Green, Esq.
Assistant Attorney General
NC Department of Justice
Post Office Box 629
Raleigh, NC 27602-0629

Ralph McDonald, Esq.
Bailey & Dixon, L.L.P.
P O Box 1351

Raleigh, NC 27602

Dwight E. Davis, Esq.
Booth & Associates, Inc.
101l Schaub Drive
Raleigh, NC 27606

Sharon Miller

Carolina Ulility Customer Association
Suite 210- Trawick Professional Ctr.
1708 Trawick Road

Raleigh, NC 27604

Robert Page

Crisp, Page & Currin, LLP
4010 Barrett Drive - Suite 205
Raleigh NC 27609-6622
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Lisa S. Booth, Esq.

Dominion Resources Services, Inc.
Law Department - RS - 2

Po Box 26532

Richmond, VA 23219-6532

Horace P. Payne, Esq.

Senior Counsel

Dominion Resources Services, Inc.
Law Department

120 Tredgar Street

Richmond, VA 23219

Charles A. Castle, Esq.
Senior Counsel

Duke Energy Corporation
526 S. Church Street, Ec03t
Charlotte, NC 28202

John D. Runkle, Esq.

John D. Runkle, Attorney at Law
Po Box 3793

Chapel Hill, NC 27515

Andrea Kells, Esq.

Mcguire Woods, LLP

2600 Two Hannover Square
Raleigh, NC 27601

Joseph Eason, Esq.

Nelson Mullins Riley & Scarborough
P O Box 30519

Raleigh, NC 27622-0519

Christopher J. Blake

Nelson Mullins Riley & Scarborough
P O Box 30519

Raleigh, NC 27622-0519

Steve Blanchard

General Manager

Public Works Commission City of Fayetteville
P O Box 1089

Fayetteville, NC 28302-1089
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David Trego, Esq.

Public Works Commission
P.O. Box 1089

Fayetteville, NC 28302-1089

Gudrun Thompson, Esq.

Southern Environmental Law Center
200 W Franklin Street - Suite 330
Chapel Hill, NC 27516

James P. West, Esq.

West Law Offices, PC

Two Hannover Square, Suite 2325
434 Fayetteville Street

Raleigh, NC 27601

This ! { " day of June, 2010.

yA
/

-I\T.Gray Styers, y /
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CPI PROGRESS CROSS-EXAMINATION
EXHIBIT NO. 2
USE 25% OUT-OF-STATE RECs USED PER YEAR
COMBINED WITH PURCHASED (NO PROJECTED) RECs PER 2009 IRP

PURCHASED RECS'2009 = 2011 -

EXHIBIT

7

EE 2
SOLAR 4 12 12
BIOMASS 266 245 245
HYDRO 11 11
TOTAL PURCHASED and BANKED .:..o:m_.. 2011 281 270 259 810
REPS NEED {GWh} 1144 1160 1184 2397 2429
run out of 1400GYvh of wind RECs in 2015
(71GWh short in 2015, 607GWn short in
Use out-of-state RECs (25% of REPS need) 286 290 296 599 B07 2016)
1 Need for in-state RECs {line 1 minus Ene 2} 858 870 888 1708 1822
Produced in-year (CONTRACTED REC PURCHASES)
EE 285 289 2485 597 605
Solar 12 12 12 12 12
Biomass 245 245 245 0 0
2 TOTAL IN-YEAR-OF-NEED REC PURCHASES 542 546 552 608 617
In-yaar net need (line 1 minus line 2} 316 324 336 1188 1205
Banked in-state purchases {1,355)
Ending REC balance in bank {deficit) {GWh)
Capacity needed (MW) at 50% Capacity Factor to offsat deficit 38 309 584
168 1353 2558
Capacity nesdod (MW) at B0% Capacity Factor to offset deficit 24 193 365
168 1353 2658
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EXHIBIT

Progress Energy - Carolinas
Tubie 1 2009 Annual IRP (Sunmmer)

20 20 ez 293 20049 ZME 2016 207 2018 @13 0%

GENERATION CHANGES

Sited Additions 635 . 950
Undesignated Addibons (1) . 128 ] 238 1,105 1,105 169
Planned Project Uprates 18 &7 10 14
Pollution Control Derates ()
Roirements - Lec 1, 2, 3 357y
gﬂ S R
INSTALLED GENERATION
Nuctear 3,460 3,486 3,543 3543 3,553 3,567 3.567 3,567 3,567 2,567 3,567 3,567 3,567 3,567 3567
Fassll 6,179 5179 5175 4778 4,778 4778 4778 4778 4778 4778 4778 4778 4,778 4T 4778
Combined Cycle 543 1178 1178 2,128 2128 2128 2120 2128 2,128 2128 2,128 2128 2,128 2,128 2,128
Combustion Turbing 3,132 3,132 3,132 3,132 312 32 a2 3132 3,732 3,132 3,432 3132 3,132 3,132 3,132
Hydro 228 228 228 228 220 228 228 228 228 228 228 228 228 228 228
Undealgnated (1) 26 126 126 126 295 633 1,738 2,043 2,843 2,843 2,843 3012
TOTAL INSTALLED * 12560 13203 13,266 13,835 13,048 13,969 13859 14,120 14488 15671 16676 GETE 10678 16,678 18,845
PURCHASES & OTHER RESOURGES
SEPA o5 95 85 109 109 109 108 109 108 109 109 1089 108 108 85 '
NUG QF - Cogen
NUG OF - Renawable ™ 25 25 28 35 40 19 19 19 23 23 23 73 23 24 -
NUG GF - Other .
AER/Reckpart 2
Butior Wamer 220 220 220 220 220 220
Anson CT Tolling Purchass 336 336 218 338 236 338 e 38 a3 336 338 338
Broad River CT 829 828 829 829 829 829 829 628 829 828 B28 338
Southem CC Purchase » BT 150 15
Southem CC Purchame - LT 150 150 150 150 150 150 150 150 150 150
TOTAL SUPPLY RESOURCES 13,789 14462 14678 16613 15529 16621 15622  METS1 15812 17017 WAT2  1TA0Z  TIAM4 1,48 12789
SYSTEM PEAK LOAD 12731 12013 13088 14122 14361 14824 14854 15091 18316 15557 15808 15,061 18317 165,576 16,840
Firm Seles 200 200 200 100 100 100 100 100 100 100 100 100 100 100 100
- Enarpy Efficiency & Damand Response 502 638 707 802 203 1,043 1,126 1,210 1,290 1,385 1427 1474 1,518 1,561 1.600
Syotorn Firm Load aftar DSM 1220 12278 12303 13239 13397 13581 13723 43881 14028 14192 14,381 14586 214798 15015 15,240
RESERVES (2) 1,569 2,175 2,275 2374 Zn 2,040 1,693 1,908 1,885 2,826 3,501 2,086 2,M6 2,129 2058
Lopacity Margm (3) 1% 15% 16% 15% 14% 13% 12% 12% 12% ™ 20% 17% 14% 2% 12%
Rogarve Margn (4) 13% 165 10% 18% 1% 15% 14% 14% 13% 20% 25% 20% 16% %% 14%
ANNUAL SYSTEM ENERGY (GWh) 66,137 88762 67937  €9,224 70,387 71569 72701 7050 74916 76951 708 78,293 79,686 80868 82940
Notoa:

* TOTAL INSTALLED includes Mad-24 unil miing changes.
*" Renewables are asoumad Lo be provided by saurces that am dispatchabla and/r high capatity faclor sources and therefors are counted towards capacity margin. The MW
shown Include potential sources that have not yet been kientified but are expected to be obtained 1o meet PEC's Renewabie Portfollo Standant requlrements.

Footnotes: .
(1) Undesigneted capacity may be replaced by purchases, upmtes, DSM; ora combinatian thereof, Joint cwnarship opporiunities vl be svaluated with basetoad additions,
{2) Reoservas = Total Supply Reaources - Firm Qhligations
(3) Capacity Margln = Reserves / Tatol Supply Resources * 100.
{#) Reserve Margin = Reserves / System Fim Laad after DSt ® 100,
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Progress Energy - Carolinas
Tahie 2 2009 Annual IRP (Winter)

G0 fod  AM2 4243 1314 Mns 168 JeMT uMB MMS 180

GENERATION CHANGES
Sited Additiona 694 a50
Undeaignalad Additions (1) 147 : 201 402 1.12%
Planned Project Upmtes 4 a5 32 190 18
Poliution Control Derates {22} (8)
Refrementa-Lee 4, 2,3 (417)
—_—
INSTALLED GENERATION
Nudear 3622 3,628 3,861 3,623 3,703 33 3721 372 3721 a721 ™
Fosall 5,274 5,274 5374 4,853 4,853 4,853 4,853 4,B53 4,653 4853 4,853
Combined Cycl B26 626 1.320 22710 227 227 2210 2,270 2210 2270 2270
Combustion Turbine 3,647 3,647 3,647 J.547 3.647 3,647 3647 3,847 3,647 3547 3,647
Hydro a8 229 229 229 229 228 220 229 229 2 229
Undesignoted (1) 147 147 7 147 147 348 760 1.B7%
TOTAL INSTALLED * 12398 13,402 14,11 14,839 4,849 14,849 14,867 14,067 15,068 15470 16,536
PURCHASES & OTHER RESOURGES
+ SEPA :1] 95 85 108 109 109 109 109 109 108 109
NUG QF - Cogon
NUG QF - Ronawablo ** 25 25 28 35 40 19 19 18 23 23 23
NUG QF - Other
AEP/Rockport 2
Butler Warner 260 260 260 260 280
Anson CT Tolling Purchoga ans 365 385 365 85 365 W5 385
Broad River CT - 822 gz2 822 822 822 ez B22 822 822 822 822
Southern CC Purchase - ST 150 150 )
Southen CC Purchase - LT 150 150 150 150 150 150 ‘150 150 150 150
Undesignated Purchase
TOTAL SUPPLY RESQURCES 14546 145644 15226 165679 10.594 165713 18,501 16,692 16526 16,238 7,913
SYSTEM FEAK LOAD 1420 11573 173 12776 12985 13213 13407 19,608 13798 14003 14210
Fimm Sales 200 200 100 100 100 100 100 100 100 100 100
Energy Efficlency & Domand Response 410 482 572 686 721 755 787 221 855 891 925
Systam Flm Loxd aftar DSM 11.009 11,091 11,162 12,080 12,264 12,458 12620 12,708 12,943 13,112 13,293
RESERVES {2) 3,830 3,663 4,064 4,480 4311 4116 387 3,805 3,593 3,828 4,621
Capactty Margin (3) 25% 24% 2% 2% 26% 5% 4% 23% 22% 23% 20%
Rescrve Margin {4) 1% 2% 6% Itk 35% 33% % 0% 28% 29% 35%
Notes:

* TOTAL INSTALLED includes Mod-24 unit rating changes. -
- Renewablos are nasumed to be provided by soures that are dispatzhabla and/or high capacity Tector sources and thoreforo are counted owards capacity mangin.  The MW
shown include potential sourcas thet have not yet been identified but are expected W be chtained to meet PEG's Ranawable Portfolio Standard requirements.

Footnotos: .
{1) Undeaignated copacity may ba replaced by purchases, upmtos, DSM; o & combination therecf. Joint cwnership apportunitios wi be evaluated with basaload additions.
{2) Reserves = Tolol Supply Resources - Finn Obligations
(3) Capocity Margin = Resarves / Totel Supply Resources * 100,
{4) Racvrvo Morgin = Reaerves / Syatem Finn Load aftsr DSM * 100.
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