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1 PROCEEDI NGS
2 COMM SSI ONER CLODFELTER:  When we broke, we had
3 conpleted the presentations and we were ready to deal
4 wth questions, so we'll start first with any questions
5 fromCommssion Staff. M. MDowell? M. MDowell is
6 taking a late lunch. | know he has questions. Let's go
7  ahead and see --
8 MR. McDONELL: | am back and I do have just a
9 couple of questions.
10 COW SSI ONER CLODFELTER:  Ckay.
11 MR, McDONELL: This is for the teamin total,
12 I"mnot sure which individual specifically, but on this
13 slide 10 it was nentioned that PacifiCorp subsequently
14 rejected endogenous retirenent. Wiat's the -- what's the
15 subject matter there?
16 MR FISHER: |'msorry. Wen you say "Wiat's
17 the subject matter" --
18 MR McDOVELL: Yeah. Well, just --
19 MR FISHER. -- in terms of what they reject?
20 MR McDOVELL: -- that decision. Do you have
21 any insights into that?
22 MR, FISHER: Yeah. So PacifiCorp didn't
23 necessarily explain its reasoning in full, but subsequent
24 tothis IRP it started looking a little bit nore closely
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at its Regional Haze obligations, and at least it made
the case that the conplications of |ooking at its
Regi onal Haze obligations and the potential to -- at
| east within the West -- trade off between units with
different Regional Haze obligations made it too difficult
to |l ook at an endogenous retirenent scenario and, rather,
| ook at nore explicit tradeoffs between plants that could
al low for environnental conpliance.

MR, McDOAELL: So that would have been with
tools such as System OQptim zer?

MR FISHER: That's right. It continued to use
System Optim zer and it continued to |ook at unit
retirements. It just took into account a series of
addi tional considerations that have tradeoffs that were
more difficult to inplement within the nodeling
structure.

MR, McDONELL: Gkay. Thank you for that. So
Paci fi Corp apparently uses PLEXOS now, is that correct?

MR FISHER: | believe so.

MR McDOVELL: And PLEXGS and EnConpass have
simlar capabilities or functionality?

MR FISHER: 1'mgoing to turn to Rachel to
discuss this if she’s a part --

M5. WLSON: Sure. They're --
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MR. FISHER -- on this one.

M5. WLSON: They're generally simlar
capabilities, though the two use different al gorithns,
and so you woul dn’t necessarily expect that you m ght get
exactly the same results if you were to put the sane
inputs into the two nodels.

MR, McDOAELL: Ckay. But they work in this --
inasimlar direction or --

M5. WLSON: That's correct. Yes. They have
many of the sane capabilities.

MR McDOVELL: So on your last slide, your
recommrendation for Duke is to revise the coal assessnent
met hodol ogy and update the coal retirenent study. |
think | read that correctly.

M5. WLSON: That's right.

MR, McDOAELL: And in an earlier slide -- and |
don’t know whether to connect these or not; | wote this

- as you stated on an earlier slide, increasingly
sophi sticated energy system nodel s can endogenously

eval uate and optimze unit retirenents and cost effective
replacement. So was -- is that what the recomendation
I's, for Duke to nove to a nodel that -- to nodel the coal
retirenents endogenously in what you are proposing, or is

it --
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1 M5. WLSON: | think our recomrendation is a

2 conbination of approaches, and --

3 MR, McDOVELL: Ckay.

4 M5. WLSON. -- this is -- nodeling unit

5 retirenents is as nuch an art as it is a science, and so

6 oftentimes it involves doing a nodel run, going back and

7 making a change, doing another nodel run, and conpari ng,

8 you know, the results of all of those runs.

9 So | think that our recommendati on would be to
10 use endogenous retirenents where you can. \Wen you can,
11  neke sure that you re taking into account the limtations
12  to endogenous retirenents, and then also performng a
13 unit-by-unit analysis where it could be infornmative or
14 when you're dealing with specific constraints like M.
15  Fisher nentioned that don’t |end thenselves well to
16  endogenous retirements exclusively.

17 MR McDOVELL: Ckay. Thank you for that. |
18 appreciate that clarification. Are you famliar with
19 PacifiCorp’s 2021 IRP and the report that was published
20 earlier this nonth?

21 MR FISHER: So this is Jereny. To be honest,
22 | actually have not been followng as closely for this
23 year’s PacifiCorp process, and | believe that AG

24  consultants may be speaking to that process.
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1 MR. McDONELL: | glanced through the report and
2 read on page 221 that -- and I'Il quote here -- “New to
3 this IRPis using the long-termnodel to consider the
4 retirement of coal endogenously.” So that’'s a quote from
5 their IRP report that was just released in early
6  Septenber.

7 What is discussed as new to the PacifiCorp IRP
8 sounds very simlar to part of the recommendation that

9 you would have Duke take or others m ght suggest, other
10 parties mght suggest. |s that your take on that?

11  Again, | can read this statement fromthe IRP. “Newto
12 this IRP is using the long-termnodel to consider the

13 retirement of coal endogenously,” which is a -- sounds

14 like an evolution fromwhat they were doing earlier and
15 the position they had taken.

16 MR FISHER: Yeah. And | apologize. | don't
17 nean to get us down into the weeds for how PacifiCorp’s
18 I RP process has evolved over the years. It has --

19 MR. McDONELL: Please don't.
20 MR FISHER: | won't. It has evol ved
21 substantially, and Sierra Club and other Intervenors have
22  had substantial concerns with nany of the ways that those
23 anal yses have either been conducted or ultinately
24 determned at the end of the day. So | believe that
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1 comng off of the |ast resource planning process there
2 was a concern anmongst Intervenors and Staff from sel ected
3 states that PacifiCorp should probably return to an
4 endogenous nechani smor include an endogenous mechani sm
5 inthe way that it’'s looking at its coal retirenent
6 assessment. | don't think that the statement that it is
7 conmpletely newto their systemis actually accurate. It
8 was --
9 MR McDOWNELL: Ckay.

10 MR FISHER: -- in 2013.

11 MR, McDOAELL: Al right. | appreciate that.
12 | may ask M. Burgess about that sane statement. He nay
13  be nore famliar

14 Thank you. That's ny final question.

15 M5. WLSON: So I'Il also just add that their
16 use of a new nmodel might have influenced that decision as
17  well. System Optimzer has specific limtations in the
18 way that it does its optimzation, and so that mght also
19 constrain sonewhat its ability to do endogenous

20 retirenents. The shift to PLEXOS m ght have enabl ed

21 PacifiCorp to -- and this is speculation on ny part --

22 mght have enabled PacifiCorp to, you know, revitalize

23 that nethodology for its IRP going forward.

24 MR. McDOAELL: Ckay. Thank you very nuch.
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COW SSI ONER CLODFELTER: | think we'll turn to
Conm ssi oners.  Conm ssi oner Brown- Bl and?

COW SSI ONER BROAN- BLAND:  Thank you. | don’t
have any questions.

COW SSI ONER CLODFELTER:  Conmi ssi oner Gray?

COW SSI ONER GRAY:  Thank you as well. | have
no questions.

COMM SSI ONER CLODFELTER:  Chair Mtchel | ?

CHAIR M TCHELL: | do have a few. And you al
just bear with ne here because renenber I'’ma | awer, so
the technical stuff is difficult for me, so just forgive
kind of questions that may be -- that may sound j ust
st upi d.

But help ne understand -- | nean, |’'ve |istened
to you all’s presentation today, followed al ong as you' ve
descri bed your recomendations. And | think | get them
for the nost part and the limtations that you all have
described with respect to the tools that Duke used and
the way that Duke enployed its analysis, but at the end
of the day, what is going to be -- let’'s assune for a
mnute that Duke took -- followed your reconmendations
and perforned its analysis as you woul d have |iked them
to. \Were does that |ead? Wiat's the outcome?

M5. WLSON: So I'll start. | think it |eads
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1 to, first off, an assessment of, or a conclusion, rather,
2 of which econo--- which units, rather, are providing
3 value to the systemand which are not at this point. And
4 in addition to that, looking forward, if there are units
5 that are providing value today, is there a date at which
6 Duke anticipates those units are no |onger going to be
7 valuable, and if yes, what is that date.

8 They woul d provi de backup to their analysis.

9 W would be able to see workpapers that, you know,

10 denonstrate their methodol ogy, that we could follow

11 through to see those cal cul ations and see the evidence

12 that that analysis was done. So that would be Step 1 is,
13 you know, redoing this rank ordering of unit retirement
14 dates to truly be economc

15 And then the second would be an optim zed

16  replacenent portfolio that allows EnConpass to select the
17  resources that could nmost economcally replace retiring
18 coal. And we'd like to see a nore diverse set of

19 resource options that mght include additional DSM

20 neasures, and then, you know, solar, both on and offshore
21 wnd and storage.

22 CHAIR M TCHELL: Ckay. So thank you for that.
23 And so just make sure I've got it. Were Duke to perform
24 its analysis as you ve recommended, what we have at the
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1 end of that exercise is an understanding on a plant-by-
2 plant basis as to when it -- as to when it would be --
3 when it becones uneconomcal; is that --
4 M5. WLSON. That was a unit-by-unit basis, but
5 otherw se, yes.
6 CHAIR M TCHELL: Gkay. Unit-by-unit basis.
7 Okay. |I'mwth you there. Ckay.
8 MR FISHER. Can | take it one step further, if
9 that's okay, because | think I mght be interpreting your
10 question as well as what kind of outcone would we expect
11 to see that's different fromwhat we’ve seen
12 And | suspect that part of the process of using
13 the sequential peaker nmethod in the way that Duke has
14 used it has resulted in additional value being put into
15 the later retired units in a way that is not necessarily
16 consistent with what we’'d actually see in the future. So
17 what we'd actually expect to see is as we retire units
18 today, we replace the performance requirements of those
19 wth a new portfolio, and then we have a new assessnent
20 that happens in a future year as to what the remaining
21 value is of the units that are comng in place.
22 And while there mght be some changes to the
23 value of those future retire--- of future retired units
24  that changes by virtue of having changed our portfolio
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today, it’'s not necessarily a substantially increased
val ue on those on a go-forward basis. And it m ght
actually be a substantially decreased value. [|f we have
a really high renewable portfolio, you may, in fact, have
a very |l ow energy value to those coal units sonetine in
the future.

And so | think that running through the process
that we’'re recommending, you' d actually see a
substantially different portfolio of units retiring, and
we think probably earlier than Duke has put forward right
now.

CHAIR M TCHELL: Ckay. GCkay. Al right.
That’s very helpful. | appreciate your follow up there.

Ckay. And then Ms. Wlson, you indicated sort
of second that you would -- that the actual nodel would
optimze the resource mx going forward. And so howis
that --

M5. WLSON:. Well -- and let me clarify.
Optim ze the resource mx going forward in conjunction
with that unit retirement date because Duke did optimze
its resource mx, but only after it had determned the
econom ¢ retirement path.

CHAIR M TCHELL: Gkay. So that -- you kind of

antici pated, you know, where |'mgoing. So just explain
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1 that to nme in a very basic way, sort of what Duke did
2 versus what woul d happen were they to conduct the
3 analysis as you have suggest ed.
4 M5. WLSON. Sure. So the econom cs of unit
5 retirenent have to do with two things. The first is the
6 cost to actually operate your coal-fired unit, and then
7 the second thing would be the cost of any replacenent
8 resources that are -- that would fill in after that unit
9 retires.
10 And so, you know, today or even five years ago
11  the cost of those replacement resources that we would
12 suggest that Duke woul d consider, so solar, wind, battery
13 storage, are higher than what the expectation is that
14 those costs will be in the future. And so if you are
15 overlooking the capacity optim zation as it goes al ong
16 wth unit retirenent, you are not considering the fact
17  that those costs will be falling over time and taking
18 into consideration when the cost of those replacenent
19 resources mght become cheaper than the cost to operate
20 your -- continue to operate your coal unit.
21 CHAIR M TCHELL: Okay. Okay. So a little bit
22 nore, help me understand what Duke did specifically
23 versus what you would do, what you would have them do.
24 M5. WLSON:. So when Duke was |ooking at its
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1 replacenment resources, it was |ooking at the cost of a
2 CI. That's a relatively mature technol ogy. There can be
3 some decrease in cost associated with conmodities, but
4 generally that's expected to be relatively flat over
5 tine, particularly in conparison to solar and w nd and
6 storage which have been and will be continuing to fall.
7 And so when Duke | ooks out at various unit
8 retirenent dates in the future, you mght anticipate that
9 coal is getting nore expensive, the cost of that
10 replacement CT is staying the sane over time, whereas
11  when you're conparing the cost of retirement, say, in
12 2023 to a non-fossil portfolio, maybe the coal stil
13 | ooks good, but in 2024 coal mght be getting a little
14 nore expensive, whereas your replacenment portfoliois
15 getting a little bit cheaper. And so you'll find that
16 wth those change in costs, nmaybe 2024 is then your
17 economc retirenent date for that particular unit.
18 CHAIR M TCHELL: Ckay. Gkay. Al right.
19  Thank you very nuch. That's very hel pful. Gkay. | have
20 nothing further for these witnesses. Thank you.
21 MS. WLSON: Thank you
22 COW SSI ONER CLODFELTER:  Conm ssi oner Duffl ey,
23 anything?
24 COMM SSI ONER DUFFLEY:  Thank you for your
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presentation. | have no further questions.

COW SSI ONER CLCDFELTER:  Conmi ssi oner Hughes?

COW SSI ONER HUGHES:  Yes. Just one question,
and it's kind of a preview for maybe the third topic
we're going to discuss, but on one of your slides you did
have this line tucked in. [It’'s, you know, recognizing
| mpacts on transm ssion | oading and constraints as just
one of the really hard things about all this nodeling.
haven't heard you or anyone el se el aborate on that and
kind of give solutions to that. Does what you're
proposi ng address that or just any -- you know, a few
t houghts on where we are now with our nodeling versus
that constraint and where we should be.

M5. WLSON: Sure. Those things can certainly
be incorporated into the current nodeling in specific
ways. And sone of those are to set up different areas in
the nodel that represent transm ssion constraints, so you
can essentially set up the flows between different areas
as being open or being sonewhat limted to represent
those constraints that mght exist.

QG her ways to do that within the nodel are to
add interconnection costs to the cost of specific
resources that mght be added as replacenents. There are

a number of, |I'll say, also transm ssion solutions, and
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1 one of the benefits to technol ogies |ike solar and

2 storage are that they are highly nodular and you can

3 construct themin any size essentially that you want. So

4 they mght be a solution to alleviate sone of these

5 transmssion constraints, siting themin specific |oad

6 pockets that could actually help power flow nore

7 efficiently.

8 And that’s just, you know, a nunber of

9 different things to consider. Duke would also have to

10 use nore sophisticated power flow nodels to map those

11 constraints nore accurately than what can be done in

12 EnConpass or other simlar types of nodels.

13 And if Jereny has anything to add, 1'd --

14 MR FISHER:  Yeah.

15 M5. WLSON. -- welcome his response.

16 MR FISHER. Let me just add in one nore step
17 there, is that there are sone circumstances in which

18 either the retirement of a unit or the addition of new
19 resources does cause a substantial change to the way that
20 transmission is otherwise flowwng. | think that's |ess
21 likely overall in Duke's service territory where there is
22 a substantial amount through interconnection than sone of
23 the utilities that we find in the West, where they're

24  really quite long distances and singular transm ssion
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1 lines between spaces where those constraints are both
2 meaningful and highly expensive to potentially remedy.
3 | think for the nost part what we’ve seen other
4 utilities do, is they run these optimzation nodels and
5 then they look at the inplications on their transm ssion
6 system see what kinds of renedies are required in order
7 for people to go there and then tweak the results in
8 order to be able to hit those renmedies, and then you | ook
9 at the final cost on the back side of that.
10 COW SSI ONER HUGHES:  Just a quick follow up.
11 Thank you for that, both of you. Your, | think, mddle
12 approach, Ms. WIlson, was adding the cost of transm ssion
13 somehow into the nodel, and that’s the one I'm
14  particularly interested in because | was under the
15 inpression that there could be sonme very substantia
16 transm ssion cost in Duke's territory depending kind of
17 their resource mx noving forward, and that just -- |
18 just wondered if that's going to need to be nodel ed nore
19 accurately in the future. And so, | mean, you know, to
200 ne it seens like you re second approach woul d nake sense,
21 and ny gut feeling is that that could have significant
22 inpacts on the nodel, but | may --
23 M5. WLSON: So Duke does do this, as do nost
24 utilities to some extent, in calculating a transm ssion
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1 adder that gets included with the capital cost of a

2 specific resource that's selected. You know, the

3 challenge there is that each of the resources, depending

4 on where they' re being cited, could have a very different

5 transm ssion adder that needs to be associated with them

6 Sone of them that interconnection cost m ght

7 be zero, and for others it mght be quite a bit higher,

8 so depending on where the resource is sited, you know.

9 Duke may need to get nore granular with respect to that
10 to take into consideration those differing

11  interconnection costs.

12 COW SSI ONER HUGHES:  Thank you for that. |

13 appreciate it.

14 COW SSI ONER CLCDFELTER:  Anything further?

15 COW SSI ONER HUGHES: Not hi ng further.

16 COW SSI ONER CLCDFELTER:  Conmi ssi oner

17  MKi ssick?

18 COW SSI ONER McKI SSICK: - Conmmi ssi oner

19 dodfelter, just one or tw questions. O course, you
20  heard Duke today tal k about, you know, noving to the use
21 of the EnConpass systemor nodeling, you know, in 2022
22 and beyond. It’s cone up also in the course of your

23  presentation. And, of course, that's supposed to provide
24  additional capacity -- capacity expansion nodule, a
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production cost nobdule, and it’s supposed to help in
cooptim zing, you know, early retirenent of the coa

fleet, but what is it that you woul d state or suggest or

recommend that EnConpass could do nore than what they are

articulating and stating that they intend to use it for?
| mean, if you were to today sit back and | ook into that
crystal ball to say what additional capacities that it
needs or should evaluate in terms of attributes and
concerns or costs, what would they be?

M5. WLSON: So in contrast to what Duke is
doing now, which is a two-step or I'll say a two-nodel
process, they use System Optim zer for the capacity
expansi on conponent and then ProSimfor the production
cost or dispatch conponent, which involves transferring
the buildout that comes from System Qptimzer to a
different nodel for a whole new analysis. EnConpass has
the ability to do both of those functions, and so there
Is no transfer of data fromone nodel to the other
You' re bringing everything under one platform
essentially.

The second thing that | woul d say that
EnConpass has the ability to do better than System
optim zer is to nodel resources at a higher |evel of

granularity. So the dispatch patterns for solar, w nd,
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1 and battery storage, there can be quite a bit of hourly
2 variation. And |'msorry, ny husbhand is talking to
3 soneone behind. The pleasures of working from hone.

4 COW SSI ONER McKI SSICK: | understand. | get

5 it.

6 M5. WLSON: EnConpass is able to better node
7 those hourly patterns as well as any subhourly

8 adjustnents. System Optimzer uses something called a

9 load duration curve, where it stacks its hours from

10 periods of high load to |ow | oad and does the dispatch
11  that way. So you might get an overestimte of the anount
12 of energy that’'s comng fromfossil-fired units,

13 particularly coal, because you re representing sonething
14 - and | apol ogize for the hand notions -- sonething that
15 looks like this (indicating) as opposed to sonething that
16 looks like this (indicating), and varies, you know, day
17 to day or hour to hour.

18 So, you know, there are certainly capabilities
19 that EnConpass has that are an inprovenent over System
20 Optimzer and allow for better integration of the types
21 of variable resources that Duke is going to be adding to
22 its system

23 COWMM SSI ONER McKI SSICK: Ckay.  And you

24  mentioned earlier, | believe, in your comrents about the

Advantage Court Reporting
919.803.7486

OFFICIAL COPY

Oct 27 2021



E100, Sub 165 Technical Conference -- Volume 2

Page: 26

© o0 N o o B~ W N

N N N NN PR R R R R R R R
A W N P O © 00O N o 0o B~ O w NN -, o

fact that one thing that isn't appropriately taken into
consi deration in nethodology that's presently being used
I s decreasing costs that will occur in the future when it
cones to wind, solar, battery storage. How do you
appropriately analyze today what the rate and anmount of
decline will be in the future with any degree of accuracy
beyond it being nmere specul ation?

M5. WLSON. So the only certainty that we have
about the future is that it’s going to be very uncertain.
That being said, there are a number of publicly available
forecasts that | ook at these costs over tine in sone
detail. Mst of themare largely in agreement about the
direction of these decreases, though they vary sonmewhat
interns of magnitude. And so | think it’'s inportant to
survey all of those sources. Duke also |ikely subscribes
and purchases forecasts fromthird-party vendors. So
it’s inportant to survey the [andscape of what people are
sayi ng about costs and to adjust their resource costs
accordingly.

It’s also useful to do -- we nentioned this and
it’s atopic for a later time period, but an all-resource
procurenent. It often occurs that the costs that actual
vendors come forward with are nuch | ower than what the

utilities were expecting, and | think that's been the
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utility experience in a nunmber of different
jurisdictions.

You know, when industry press is reporting on
t hese procurements that different utilities have done,
then it always seens |ike there's a buzz online about,
oh, did you see this very low cost for wind or wnd
paired wth storage or solar paired with storage. And so
it’s always hel pful to survey the market and find out
exactly what these resources are going to cost nowto
| mpl ement on your system

COW SSI ONER McKI SSICK: Thank you.
Conm ssioner Clodfelter, | don't have any further
questions. | appreciate you sharing your thoughts and
per specti ve.

M5. WLSON. Thanks.

COW SSI ONER CLCDFELTER:  Ckay. Thank you
Ms. Wlson, | think you answered the one question | had
when you were answering the Chair’s questions, but just
to be sure I've got it fixed in my head correctly, the
reason you say that Duke' s process inflates the value of
the later retired units is because it uses a benchnark
that's fixed at the present point in time and not a
benchmark that evolves over time. Did|l get it

correctly?
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1 M5. WLSON: | think you' re talking about two
2 separate things.

3 COMM SSI ONER CLODFELTER:  Then correct ne.

4 Then why does Duke's process inflate the value of the
5 later units retired?

6 M5. WLSON. Yeah. Gkay. So when Duke is

7 doing its analysis -- and there’s a nice table in the
8 IRP, | believe it’'s Table 11B that details, via nany

9 lines that go back and forth across the page, the

10 direction that its analysis takes. And so as we know,
11  Duke establishes a rank order, and then it retires those
12  units over the course of tine for over the analysis

13 period.

14 The Allen units retire first. And in Duke's
15 analysis, when the Allen units retire, that retirement
16 date is locked in, so Duke's nodeling then proceeds,
17 assuming that the Allen units no |onger exist, that

18 they're no |longer providing energy to the system So
19 that energy that woul d have ot herw se been provided by
20  Allen needs to be provided by some other unit further
21  down the line.

22 And this continues to be true as Ciffside
23 retires, as Mayo retires. And so again, those other
24 larger units that retire later are forced in Duke's nodel
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1 to pick up the slack because there’s nothing else,
2 there’s no replacenent resource that's been included in
3 its nodeling to generate that energy.
4 So if you | ook at Duke's analysis, you m ght
5 assume because these |ater units are generating nore
6 because they re picking up the generation of these other
7 units, that they are therefore higher value to the
8 system but if we'd been replacing those resources over
9 tine as they retire, as happens in reality because you
10 have to be able to nmeet your reserve nargin and serve

11  your custoners’ annual energy requirenents, that val ue
12 woul d change because we m ght be getting nore energy from
13 solar, nore energy fromw nd, and we don’t need the coal
14 units to be generating as nuch as we do in Duke's

15 anal ysis.

16 And so what Duke is suggesting, that you add
17 value to your remaining coal units as other units retire,
18 and | would say that that's not correct. The operations
19 wll alnost certainly change because of both the

20 retirenent and the replacenment resources on the system
21 but that doesn't necessarily mean that those |ater

22 retirenent units are nore valuable to Duke.

23 Oh.  You're on nute, Conmi ssioner.

24 COW SSI ONER CLCDFELTER:  Thank you. |’ m gl ad
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1 | asked because that was nuch different than ny
2 understanding and you' ve cleared me up. | suppose, in
3 fact, if I'mthinking about it, if what's required as
4 units retire is that the later units, the remaining units
5 have to cycle nore frequently, they could actually
6 operate less efficiently at a higher cost potentially,
7 could they not?
8 M5. WLSON: That's one possibility, certainly.
9 COW SSI ONER CLCDFELTER:  So there are a nunber
10 of possibilities. Gkay. | thank you for clearing that
11  up for nme. And that's all | had, so --
12 CHAIR M TCHELL: Commi ssioner O odfelter,
13  have anot her question.
14 COW SSI ONER CLCDFELTER:  Ckay. Go right
15  ahead.
16 CHAIR M TCHELL: Al right. M. WIson, then
17 - so Conm ssioner O odfelter asked you a question,
18 and you said | think you're sort of mxing up two things.
19  So you answered the question about the value of the sort
20 of remaining units, but to his question about the Net
21 CONE, using the Net CONE, just walk ne through one nore
22 time your opinion as to that.
23 M5. WLSON. So Net CONE can be useful in
24 certain regul atory dockets, and Duke mentioned that they
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1 use it for avoided cost. The avoided cost docket is a
2 value for capacity, and so that Net CONE is used to
3 determne essentially the price for a new unit entering
4  the market, so how nuch we pay to PURPA generators, or in
5 PIJM you know, the price that someone | ooking to cone
6 into the market mght receive. That's quite a bit
7 different fromthe analysis that we're doing here where
8 it’s not just about capacity, but it's also about the
9 energy that's being provided to the system
10 And so the use of Net CONE as a benchnmark
11 doesn't take into account that energy val ue that you
12 mght be getting from other replacenent resources, which
13  can be much greater and | woul d expect to be nuch greater
14 than a CT.
15 CHAIR M TCHELL: Ckay. And so does the use of
16 Net CONE preclude the systemfrom-- just kind of walk ne
17  through the practical inplication there, what -- because
18 | just want to make sure |’ munderstandi ng exactly what
19  your issue with the use of Net CONE is beyond what you've
20  just told ne.
21 M5. WLSON. So we tal ked about one use of Net
22 CONE which is that it’s not as dynam c as the cost of
23 other resources. And so continuing to use a CT m ght
24 push back a retirement date later in tine because the
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1 costs are staying relatively constant over time than
2 mght using the optimzation with a different set of
3 |lower cost resources.
4 CHAIR M TCHELL: Okay. Al right. 1 think
5 finally get -- | know you've now said that a couple
6 times --
7 M5. WLSON: That's okay.
8 CHAIR M TCHELL: -- so thank you
9 M5. WLSON. And | was going to ask if Jereny
10 wanted to chipin --
11 CHAIR M TCHELL: Ckay.
12 M5. WLSON: -- in case we interpret things
13 differently, which happens all the tine.
14 CHAIR M TCHELL: Al right. Finally got it.
15 Al right. Jereny, you' re up
16 MR FISHER: No. | was hoping to maybe give --
17 nmaybe a tangible exanple of this mght be you can expect,
18 for exanple, a resource |ike solar provides a substantial
19 anount of energy relative to its capacity valuation
20 right, and so a replacenent portfolio for a coal plant
21 that includes, for exanple, a substantial anount of
22 solar, say, paired with storage may, in fact, have a
23  better value to Duke's systemoverall than a CT al one
24 woul d.
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So even once that CT is netted out for its
energy value so that it becones Net CONE rather than its
G oss CONE cost, there are substantial elements that that
repl acement energy comng fromsolar plus storage bring
to the systemthat you re not otherwise realizing froma
gas CT al one.

So if we are really just conparing capacity to
capacity, then maybe it’s a reasonable benchmark to
consider in that space, but we're not just conparing
capacity; we're doing integrated capacity plus energy
mechani sm

CHAIR M TCHELL: Gkay. That hel ps, too. Thank
you very much, both of you

COW SSI ONER CLCDFELTER:  Thank you both for
those |ast series of answers to several questions. They
have been very helpful. | appreciate it.

MR, McDOWELL: Conmi ssioner O odfelter?

COW SSI ONER CLCDFELTER:  Yes. M. MDowel | .

MR, McDOAELL: | would like to hear from Ms.
Wl son again on her response to you. | was a little bit
confused by it. She was suggesting -- all right. Let ne
talk to her, | guess. | guess you were suggesting in
your response that the way Duke went through the process,

the first retired unit, say it was diffside 5 is taken
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1 out of the mx, that energy has to be made up by units
2 already there, it's not replaced, and so automatically
3 that adds value to all the existing units, including al
4 the coal units.
5 So that kind of suggests that in their
6 nodeling, their run doesn't provide for the -- for
7 reliability or their reserve margin requirenent in that
8 year that it was retired. Can you answer that again,
9 because | was a bit confused by the response?
10 M5. WLSON: Sure. And this is why it’s
11  inportant that Duke separates into Steps 2 and Step 3.
12 Step 2 is just the determnation of what it calls its
13 economc retirenent date, and so it uses cost and prices.
14 It is not building a reliable system You are right.
15 That step doesn't occur until Step 3.
16 MR MDOWMELL: Sure.
17 M5. WLSON:. And so we’re suggesting that those
18 steps need to occur sinultaneously, both the economc
19 retirement date and the replacenent resources, because
20 they exert some influence over each other.
21 MR, McDOWELL: Okay. That's helpful. Thank
22 you. | appreciate it.
23 COMM SSI ONER CLCDFELTER:  Ckay. Thank you
24 both. We'll go back to Ms. Thonpson and M. Smth, and
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1 let me knowif you had -- you only used about 35 m nutes
2 of your allotted hour in the presentation, so | don't
3 knowif you have other presenters.

4 M5. THOWSON. No. Thank you, Comm ssioner

5 Cdodfelter. That concludes the presentation fromour --
6 from SACE, et al., and CCEBA and NCSEA on this topic.

7 COW SSI ONER CLCDFELTER:  Then thank you

8 Thank you all

9 And with that, we'll then nove to Ms. Force for
10 the Attorney General’s presentation.

11 M5. FORCE: Yes. (Good afternoon. Again, ny
12 name is Margaret Force. And for the Attorney General’s
13 Oficel'd like to introduce you to Edward Burgess, who |
14  don’t see yet, but we will shortly. He has worked on the
15 reports that were filed in this docket, along with our

16 coments, and is the Senior Director for Strategen

17 Consulting. He has extensive experience working with

18 econom c anal yses, tech--- regulatory support, and

19 resource planning, anmong other things. There are nore
20 details about his experience and qualifications in

21 attachnents that are already in the docket. So wthout
22 further adieu, |'d just like to turnit over to M.

23  Burgess.

24 COW SSI ONER CLCDFELTER: M. Burgess, glad to
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1 have you with us.
2 MR. BURGESS: Thank you, Ms. Force, and thank
3 you, Conmi ssioners. Can you hear ne okay?
4 COW SSI ONER CLODFELTER:  (Nods affirnmatively.)
5 MR BURGESS: Ckay. And now | will attenpt to
6 share ny screen, if | can be given permssion to do so.
7 Okay. Al right. Can you see the presentation now?
8 COM SSI ONER CLCDFELTER:  Yes.
9 MR BURGESS: Al right. First, just alittle
10 bit about nyself and ny firm Strategen. W're a
11  professional services firmwhere |’'ve worked for about
12 six years, and | have about a decade of experience
13 working as a consultant in the energy industry on a |ot
14  of |eading-edge energy issues, including resource
15 planning. W’ve worked with public and private sector
16 clients around the country on technical nodeling issues,
17 strategic planning, and regulatory and public policy
18  issues.
19 W' ve been fortunate to work with the Attorney
20 Ceneral's Ofice on this Duke I RP proceeding over the
21 last year and a half or so, and | will be presenting on
22 two of the segments we have lined up, the first one
23  being, of course, coal retirements, and then later on the
24 grid inpacts.
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1 Regarding the coal retirements panel, what |
2 want to cover in this presentationis alittle bit about
3 what we observed in Duke’s nodeling and some of our own
4 recomrendations regardi ng econom c coal retirements and
5 the use of endogenous sel ection which we recommend as a
6 way to optimze resource additions and requirements at
7 the sane tine through a conprehensive nodeling process.
8 W'l talk alittle bit about some of the critiques we
9 had of Duke's sequential peaker approach which had
10 shortcomngs in terns of the arbitrary groupings and
11 rankings that we think nade, you know, the results of
12 that potentially suboptimal, and then we'll talk alittle
13  bit about sonme of our recommendations and recommended
14  directives going forward.
15 So first, just to give alittle bit of a review
16  of what Duke's approach was in the 2020 | RP and what our
17  reconmendation was in evaluating coal retirenent
18 decisions, you know, of course Duke has the sequenti al
19  peaker nethod which was conducted as a separate anal ysis,
20  you know, prior to the core resource selection process.
21  And, you know, this process, you know, | think as Duke
22  has mentioned, is one that they devel oped internally.
23 It’s not, you know, sort of a standardized net hodol ogy.
24 It was not integrated into the core IRP optimzation
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1 nodel. And in our view, it also introduced a |ot of
2 unnecessary steps that, you know, could introduce bias
3 into the retirement date selection and so, you know,
4 we'll talk alittle bit about sone of those.
5 In contrast, you know, Strategen and the
6 Attorney CGeneral reconmended a different approach that
7 incorporates endogenous selection and optimzes the
8 resource additions and the retirements within the same
9 conprehensive nodeling process. And so, you know, this
10 allows for those decisions to be eval uated
11  simultaneously. It doesn’t, you know, require us to
12 worry about, you know, some kind of hypothetical proxy
13 unit like a peaker -- a CT peaker plant, and it doesn’'t
14 necessarily presume, you know, what the replacenment
15 resource woul d be. You know, in some cases, you know,
16 the coal retirenents assume that there would be a default
17 replacenent of natural gas. And, you know, we think it
18 al so avoids sone suboptimal outcones that would be nore
19 likely in a sequential approach.
20 So what exactly does an endogenous retirement
21 analysis correctly do and what are some of the
22 limtations? | think we've heard a little bit about that
23 wth the last presentation, but, you know, | want to
24 reiterate some of these issues. And an endogenous
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approach does correctly optimze for a lot of the key
cost categories that you would encounter at a coal plant,
so that woul d include 100 percent of the ongoing fuel
costs, 100 percent of the ongoing variable O&M costs, and
it al so does nodel, you know, nost of the increnental
capital investnents and ongoing fixed O&M costs over many
years or the plant’s |ife, except for a small fraction of
t hese which, you know, we see in the final years of the
plant’s life, you know, prior to its retirenent date
where, you know, there are sone limtations in terns of
how t he nodel i ng has to work.

So the limtations, you know, it may not
correctly nodel that small fraction of increnental
capital investnents in the final years of the plant life.
You know, this is due really to sone conputational issues
in terms of how these optimzation software tools work
and are very difficult to, if not inpossible, to resolve,
but in our viewthis is kind of a small discrepancy that
can be corrected through other avenues. And, you know,
Strategen has recommrended sone of these other avenues
that can be pursued to provide a nore accurate result.

You know, one sort of note. You know, we're
tal ki ng about sone of the increnental capital costs.

want to make sure this doesn’t get confused with what we
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often refer to as subcosts or potentially stranded costs.
You know, they' re already incurred and, you know, it's --
our viewis it’'s not appropriate to include any of those
subcosts and stranded costs in a forward | ooking
retirement analysis, and that’s true regardl ess of

whet her it’s endogenously nodel ed or not.

So the basic point is that, you know, the vast
majority of these ongoing costs at the coal plants would
be correctly optimzed under an endogenous approach. You
know, there are some mnor limtations, but we don't
think that necessarily outweighs the benefits of taking
t hat approach in nodeling, you know, nost of the coal
plant costs through the single-step optim zation process.

W also heard a little bit about this, so |
won't reiterate it too nuch, but, you know, there are
other utilities that are taking a simlar approach to
nmodel ing their coal retirenents. PacifiCorp we heard
about, and | think M. Fisher nentioned he wasn't as
famliar with the 2021 IRP, but |I do want to confirm
that, you know, PacifiCorp i s now using an endogenous
model i ng approach to its coal retirenents in the nost
recent process.

They -- you know, they do have sone

simplifications that | want to highlight in terms of how
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1 they doit. So, you know, rather than just letting the
2 nodel select retirement dates in any possible year, they
3 dosort of limt it to a fewdiscrete years that could
4 occur. So, you know, for exanple, Unit 2 of that
5 hypothetical plant mght be able to retire in 2023 or '26
6 or '29, you know, usually kind of coinciding with when
7 they mght have a major overhaul of that unit. And so,
8 you know, that would ultinmately be when you intend to see
9 the nodel select retirement anyways to try to avoid sone
10 of those overhaul costs. You could |ook at every year.
11 You know, that would be nore precise. But, you know,
12 that also increases the, you know, the conputationa
13 requirements of doing it that way.
14 W al so have been involved with the current
15  Xcel Energy resource planning process, and so they don't
16 have quite as a sort of granular approach, but they do
17 have what’'s sort of an integrated nodel that actually
18 uses EnConpass, and so they | ook at, again, not every
19 year, but different potential retirement dates and that
20 - and, you know, fully nodel the different kind of fixed
21  cost scenarios that would energe fromthose different
22 dates. And so to do that they have set up the nodel in a
23 way that can sort of have each retirement date as sort of
24 a different option to select, while sort of nmaking sure
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1 that that individual unit is only at -- you know, only in
2 there one time in the nmodel. [It’s not duplicating the
3 unit in the nodel.

4 You know, Duke raised some, you know, valid

5 concerns about endogenous selection, you know, as we sort
6 of had our back and forth here with the comments and

7 discovery. And, you know, for the 2020 IRP, "Il just

8 note that, you know, they did -- they used System

9 Optimzer, as we’ve discussed, you know, to optim ze

10 their resource selection except for the, you know, the
11  large amobunt of resources that were preselected or forced
12 in under some of the scenarios.

13 And | just want to point out that System

14  Optimzer, it can do endogenous nodeling of retirement

15 dates. Duke chose not to use this capability, and the
16 main reason why that they expressed was these ongoi ng

17 capital and fixed O&M expenses of retirenment candidate
18 wvaries, you know, with that date, so it becomes this

19 dynamc problemthat -- | think is how they characterized
20 it, and that the System Qptim zer tool just can't do that
21 sort of dynam c change to those expenses. And so, you
22  know, | think while that's true, as we nentioned, you
23 know, I'Il explainin a mnute, you know, there are sone
24  workarounds to this that could be explored either with
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System Qptim zer or with EnConpass or any other tool.

To just give you sort of a bhit of an
illustration of what we sort of nean, you know, why we're
sort of leaning towards this endogenous approach, you
know, we think it’s inportant not to sort of throw the
baby out with the bath water, if you wll, in terms of
t hese nodel ing choices and that, you know, the endogenous
approach can still capture a Iot of the inportant
details.

And so just as an illustrative exanple, you
know -- and this is a graph. [It’'s just hypothetical.

You know, what if we |ooked at sort of year-over-year
costs of continuing to operate a coal plant. These are
made up nunbers. They're not, you know, reflective of
any particular unit. But in this case we're |ooking at,
you know, what if the nodel |ooked at an accel erated
retirenent in the year 2026 versus the year 2030, and
sort of what, you know, this is trying to illustrate is
that in that sort of 2026 case you still capture, you
know, a lot of the cost savings fromthe retirement in
the later years, which is shown by the red outlined bars.
And then there's still, you know -- but there's a snal
fraction of savings that are not necessarily captured by

the nodel, and that’s sort of yellow over orange outline
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1 in, you know, in those final years due to the
2 conputational limt.
3 So, you know, this is actually a discrepancy in
4  the nodel and -- but we still think it’'s close to an
5 optimal date because it reflects, you know, a |ot of
6 those inportant costs and benefits in those later years
7 before they' re, you know, after the retirenent.
8 You know, if the nodel selects this 2026 date,
9 vyou know, in fact, the actual cost savings could be
10  higher than what the nodel showed, and so that actually
11 leads us to believe this is a somewhat conservative
12 approach to finding the date, and then these additional
13  savings could then later be subtracted fromthe final
14 result to give a nore precise net present value for the,
15 you know, subsequent portfolio analysis.
16 And so that was our recomnmendation, is, you
17  know, you could sort of address these dynam c issues in
18 the post-nodeling step and still capture, you know, a |ot
19 of the cost and benefits of an earlier retirenent.
20 So as | nmentioned, you know, we offered a few
21 solutions to addressing, you know, these concerns over
22  endogenous nodeling. You know, we came up with at |east
23 three strategies and provided sone of these in a response
24 to one of Duke's data requests, so | won't go into a |ot
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of detail here just because it quickly gets technical and
in the weeds. | did include an appendix slide that folks
can take a look at. But, you know, we outlined a
scenari o- based approach, a multiple resource nethod which
woul d be simlar to Xcel or PacifiCorp’s approach, and
then finally our sort of post-nodeling adjustnent which
was what we recomended.

You know, all these approaches could be used to
conprehensively nodel the retirenent of all the coa
units in Duke's fleet simultaneously. They would all,
you know, automatically factor in reliability
constraints. And, you know, as | mentioned, there' s sone
more information about these in the appendix slide.

Just a few notes on Synapse’'s approach and the

- you know, using the EnConpass nodel. You know, we did

want to note that Synapse used Duke's coal retirement
dates rather than endogenous selection. Now, EnConpass
I's technically capabl e of doing endogenous retirenents,
as | nentioned. You know, it’s our sort of understanding
that part of the reason Synapse took that approach is to
do nore of an apples-to-apples conparison to try to mmc
Duke’s portfolio with as few changes as possible. That
may not necessarily reflect, you know, what is truly

optinmal, but did want to note that and that, you know, if
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1  EnConpass is used going forward, | think it would be
2 worth ensuring that the endogenous capability would be
3 used going forward.
4 Let’s see. Just shifting gears a little bit,
5 you know, back to some of the issues that we identified
6 in Duke's sequential peaker nethod, | mentioned this
7 briefly, but what's worth reiterating, that, you know,
8 Duke included these groupings in its analysis and
9 Dbasically grouped units together in the sequential peaker
10 approach and when it was comng up Wwth its initia
11  ranking nmethods. And so, you know, this really, | think,
12 is an issue because it decreases the flexibility that the
13 nodel has to choose a | east cost pathway. You know,
14 you're basically |ooking at much |arger size of
15 generation resources when you’'re thinking about
16 retirement decisions, so rather than having the
17 flexibility to maybe stagger retirement dates, you know,
18 over a period of time, you have, you know, a big chunk
19 comng off the systemall at once, and that really
20 increases, you know, the |unpiness of these -- of the
21 replacement generation and | think has some distorting
22 effects in the nodeling.
23 So, you know, our reconmendation was to | ook at
24 the, you know, retirements on an individual basis rather

Advantage Court Reporting
919.803.7486

OFFICIAL COPY

Oct 27 2021



E100, Sub 165 Technical Conference -- Volume 2 Page: 47
1 than these arbitrary groupings, you know, and recognize
2 that, you know, | think, you know, Duke brought up sone
3 issues around how we m ght consider the costs that are
4 comon to some of these plants and, you know, | think
5 that there could be sone solutions there, but that
6 shouldn't hold us up fromlooking at a unit-by-unit
7 anal ysis.

8 | did want to comment, too, on the -- you know
9 not only the sort of econom c dates that Duke ultimtely
10 selected, but the earliest practicable dates that were in

11  their analysis and in Portfolio C.  Their retirenent

12 dates there were based -- you know, several of the plans
13 were based on a presuned natural gas replacenent which
14 you know, it’'s not clear to us that that would

15 necessarily be the optimal solution. You know, for 10 of
16 the coal units the earliest practicable retirement date
17 was set based on that presuned need to construct onsite
18 natural gas capacity.

19 So, you know, the notion that that these new
20 gas resources are necessary and optiml was nore or |ess
21 predeterm ned even before the model could identify what
22 an optimal portfolio mght look Iike. And | think this
23 is increasingly relevant, these earliest practicable

24  dates, since Duke has, you know, recently filed a
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1 nodification in South Carolina to its |RP which used
2 these earliest practicable dates for its preferred
3 portfolio. And so | think it’'s really inportant that we
4 get a handle on, you know, how these dates are being
5 selected and, you know, are they really necessary, or
6 what are the limtations that driving those earliest
7  practicable dates.

8 So the reconmendation here as to the nodel, you
9 know, when we’'re doing the econom c nodeling, you know,
10 to allowit to sort of freely select any retirement date
11  based on those econom cs al one, and then we could take a

12 look later to say, you know, what are the -- what m ght
13 an earliest practicable date be that's -- and then we

14 could specify if there is some sort of true, you know,

15 engineering limtation that prevents, you know, the units
16 fromretiring before a certain date, then we can | ook at
17 that later. But it’s still good to understand, you know,
18 on an econom ¢ basis, you know, what the nodel would

19  choose.

20 So just to kind of get to the conclusion here,
21 in terns of sone of the reconmmended directives that we
22  woul d suggest, you know, one would be for -- to require
23  Duke to inplenent endogenous selection of its coal

24 resources in EnConpass or any other tool that ends up
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1 being used as part of the core optimzation process. |If
2 Duke believes that there are limts in the software, you
3 know, regarding these ongoing capital expenditures, then,
4 you know, there may be ways to address that, some of
5 which we suggested. W recommended the Conm ssion to
6 require Duke to allow each unit to be retired
7 independently in the nodel without these groupings or
8 rankings. If --

9 You know, and | should nention, you know, it

10 was brought up that the -- you know, one of our

11  suggestions maybe was to look at the larger units first,
12 and that didn't make sense to Duke because they didn't

13  have -- because those were nore efficient units or nore
14  val uabl e.

15 You know, | think it’s inportant to think about
16 -- | mean, the overall cost is still inportant in this
17  case and, you know, we can think about, you know, which
18 units are nore efficient, but, you know, they all m ght
19 be sort of less efficient relative to a replacenent, so |
20 think you really have to think about not only the

21 marginal cost of these units, but what is the sort of

22 magnitude of the generation that we're replacing to get
23 toreally the least cost in terns of the net present

24  val ue perspective.
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1 Third, if adjustments to retirement dates are
2 made due to, you know, sort of certain practical
3 engineering limtations, then | think that still it would
4  be good for Duke to provide the results of the economc
5 nodeling before and after those adjustments. And then in
6 addition, it may be beneficial to -- in addition to the
7 sort of portfolio-w de nodeling, to have that be
8 acconpanied by a unit-by-unit analysis, sort of simlar
9 to, I think, what we heard about in the |ast
10 presentation, but that, | think, helps us really dial
11  into, okay, which are the -- which are the kind of |east
12 efficient units on the systemthat we really ought to
13  focus on, you know, getting off the system because they
14 can -- you know, they're costing ratepayers nore than we
15 need to be paying. And so that would be hel pful,
16  think, you know, as a sort of an acconpanying step.
17 And then finally, you know, for additiona
18 transparency, this whole process allow ng, you know,
19 Intervenors the opportunity to conduct their own nodel
20 runs. And there could be a fewdifferent ways to do
21 that. One would sinmply be have Duke provide all the data
22 and assunptions and their EnConpass nodel runs and that
23 - so0 others could basically have that at the sane
24 starting point and then make their own tweaks. That

Advantage Court Reporting
919.803.7486

OFFICIAL COPY

Oct 27 2021



E100, Sub 165 Technical Conference -- Volume 2 Page: 51
1 presunes that Intervenors have the resources and
2 expertise to do their own nodeling. But, you know, as we
3 have seen, there are some that have run EnConpass in this
4  proceeding, and so that mght be a possibility.
5 The other would be to require Duke to provide
6 those, you know, nodel, license, and training to the
7 Intervenors so that they can do their own runs.
8 And then third, you know, would be sinply to
9 allowlIntervenors to make a request to Duke to conduct a
10 nodel run with different input assunptions, and they
11  would -- and Duke woul d produce those results on behal f
12 of the requestor.
13 So those are just some of our thoughts on sone
14 possi bl e recommendations going forward into this. And |
15 think with that, | -- yeah. That's the end of ny
16 presentation on this topic, and |I'd be happy to answer
17 any questions you may have.
18 COW SSI ONER CLODFELTER:  Thank you for that,
19 M. Burgess. W'I|| start questions with Conm ssion
20 Staff.
21 MR. McDOAELL: Conmi ssioner Clodfelter, | have
22 just one question, | think, of M. Burgess, and it’s
23 basically the sane question | had for Ms. Wlson. It’'s
24 related to PacifiCorp’s 2021 IRP which M. Burgess made
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1 reference to.
2 The statement that | read to her out of that
3 IRPwas “Newto this IRP is using the |ong-termnodel to
4 consider the retirenent of coal endogenously.” Do you
5 have any insights as to the value that Pacifi Corp
6 approved to making that change to do that endogenously?
7 It may beinthe IRP. | admt | did not read the whole
8 IRPfromearly September, but I don’t know, naybe you did
9 and maybe they've nade a conparison of what it was under
10 the old techniques versus the new techniques. Do you
11 have any insights there?
12 MR. BURGESS: Yeah. And | -- I've not followed
13 the whole history going back to when it was, | think,
14 2013 that M. Fisher nentioned. But, you know, | think
15 that -- and |’ve been involved with this cycle, but they
16 did -- ny understanding is that they have now returned to
17 or inplenented in this cycle the endogenous nodeling
18 approach in PLEXCS, the nodel that they're using. And
19 so, you know, | don't know all the reasons why they naybe
20 stopped doing that and went back to it, but, you know,
21 maybe it has something to do with themnow noving to this
22  PLEXOS nodeling platformor, you know.
23 But in any case, that is what they re doing.
24  There are limtations to that, as | nentioned. You know,
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1 they sort of have these kinds of discrete time steps that
2 they use. There's other factors, |ike they have
3 basically, you know, forced in sone resources | think
4 you know, simlar to maybe what Duke has done, so not al
5 of the resource additions are sort of endogenously
6 selected by the model, but | think that, you know, it is
7 in many respects sort of going in that direction to, you
8 know, an endogenous remmant that we’'d like to see.

9 MR, McDOAELL: So you don’'t know when this 2021
10 cycle for them if they did the analysis the old way and
11  the new way and then conpared themin the |RP, do you?

12 MR BURGESS: | don't believe so. | -- you

13 know, they had indicated pretty early on in the beginning
14 of the sort of stakehol der process |eading up to them

15 releasing the final plan that they were going to use an
16  endogenous approach. | think that was -- you know, they
17 indicated that as -- in early 2020 and | think -- yeah.
18 | mean, | think part of the reason is that they' re just
19 sinply looking at, you know, the history fromthe |ast

20 cycle where they did these unit-by-unit anal yses, and

21 there was -- it becane pretty clear | think to a |ot of
22 the parties that there was a | ot of uneconom c coal on

23 the system and so, you know, how do you sort of eval uate
24 an orderly retirenent to sonme of those units, and | think
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1 the best way to do it is really through that
2  conprehensive endogenous approach, so --
3 MR. McDONELL: Ckay. Thank you.
4 MR. BURGESS: -- | don't understand why they
5 mght have done it now, but that probably was part of the
6  thinking.
7 MR, McDOAELL: Al right. That's all | have,
8  Conmmi ssi oner.
9 COW SSI ONER CLCDFELTER:  Thank you. W'l
10 turn to the Conm ssioners, starting wth Conm ssioner
11 Brown- Bl and.
12 COW SSI ONER BROAN- BLAND:  Thank you,
13  Commi ssioner Clodfelter. No questions at this tine.
14 COW SSI ONER CLCDFELTER:  kay. Conmi ssi oner
15 Gay?
16 COW SSI ONER GRAY:  Thank you. No questions.
17 COW SSI ONER CLCDFELTER:  Chair Mtchel | ?
18 CHAIR M TCHELL: | have no questions. Thank
19  you.
20 COW SSI ONER CLCDFELTER:  Conmi ssi oner Duffley?
21 COMM SSI ONER DUFFLEY:  Thank you. No
22 questions.
23 COW SSI ONER CLCDFELTER:  Conmi ssi oner Hughes?
24 COMWM SSI ONER HUGHES:  Yes. | have one
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1 question. A couple of you have nentioned how to treat
2 sone costs in your analysis, and I'mtrying to wap ny
3  brain around whether the revenue requirenent treatnment of
4  some costs makes a difference because we -- there are
5 different options for dealing with sone costs. It’s not
6 a pure economc froma private conpany that invests in
7 something. There is a process for recovering some costs.
8 And is there a way of dealing with undepreciated coa
9 value that could inpact an analysis where Duke m ght have
10 justification for including some cost?
11 Sorry if that wasn't clear. I'mstill trying
12 to wap it around ny head, the difference between the way
13 the accounting for revenue requirements is dealt with and
14 just a pure econom c sone costs can never be recovered,
15 because they can be recovered under sone circumstances.
16 MR BURGESS: Yeah. That's a good question.
17 -- you know, as far as these nodels go, | nean, really
18 the goal is to figure out what decisions do we need to
19  make going forward, right? So we |ook at future costs,
20 operating costs, increnmental capital. But, you know, the
21 presunption is that all those subcosts, those are
22 decisions that were nade in the past; we're not going to
23 change those now. You know, there is the question of
24  what does that mean for cost recovery of those resources
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1 if they retire early. | mean, in sonme respects that's
2 partly a decision, you know, the Comm ssion will have to
3 make about, you know, do you do something different in
4 terns of accelerated depreciation or securitization. You
5 know, there's different avenues for that.
6 | think, you know, one thing, though, | would
7 - to keep inmndis that | think froma utility's
8 perspective, there -- you know, there is some potential
9 risk that they would face, you know, under an early
10 retirement scenario about whether or not those costs are
11  recoverable, and so that may be leading themto want to
12 find a nodeling outcone that fairly closely nmatches the
13 retirement dates with the depreciation schedul es because
14 otherw se, you know, it's a little uncertain what's going
15 to happen. More kind of that -- those kind of choices
16 can be laid out. Maybe there’s, you know, nore room for
17 flexibility on how we treat, you know, different
18 retirement dates.
19 COMM SSI ONER HUGHES: Interesting. Thank you.
20  No further questions.
21 COMM SSI ONER CLODFELTER:  Thank you.
22  Conmi ssioner MKissick?
23 COWMM SSI ONER McKI SSICK: - No questi ons.
24 COW SSI ONER CLCDFELTER:  Thank you. And M.
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1 Burgess, | have nothing for you, either. Thank you for
2 your presentation. M. Force?
3 M5. FORCE: | just want to thank you for the
4 opportunity for our participation.
5 COW SSI ONER CLODFELTER:  We appreciate it. W
6 appreciate it. W'l hear fromyou on a |ater topic.
7 M5. FORCE: (kay.
8 COMM SSI ONER CLODFELTER:  And that neans M.
9 Ednondson, you're batting cleanup.
10 M5. EDMONDSON:.  Yes. Last, but not least, we
11 have our panel. Let's see when they'|ll cone on. Here
12 they go. Jeff Thomas, Dustin Metz. Both are engineers
13  with our Energy Division. And then Bob H nton who is
14  Director of our Econom c Research Division. And Jeff is
15 going to drive the presentation.
16 COW SSI ONER CLCDFELTER:  Great. Good
17  afternoon, gentlemen. Take it away.
18 MR THOMAS: (kay. Are you able to see this
19 all right? See if everyone can see me and hear ny
20 presentation?
21 COW SSI ONER CLCDFELTER:  You're com ng through
22 loud and clear.
23 MR, THOVAS: Geat. Ckay. So one of the
24 Dbenefits of going last is that nuch of the material has
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1 been covered already, so | wll hopefully be brief and
2 focus on the unique perspective that the Public Staff is
3 bringing to this, so as the Public Staff has identified
4 in our coments, has been -- ny nane is Jeff Thomas with
5 the Energy Division.
6 And so the difference between exogenous and
7 endogenous coal retirement is essentially just how that
8 retirenent is treated, whether it’s done within the node
9 or whether it's specified outside the nodel and input
10 into the nodel. And so the Public Staff thought we
11 believe that there’s value in determning those
12  retirement dates within the nodel based upon, obviously,
13  sone considerations that have to be taken into account.
14  And Duke has -- and the Intervenors and the AG have
15 addressed many of these, such as, you know, the
16 conplexity as you consider these nultiple pernutations of
17 retirement dates and timng. These nodels can get very
18 conplex to solve and take hours or even days to run.
19 And then whether or not you retire just coal
20 or sone nodels are actually able to | ook at endogenous
21 retirenent of even new units as they cone in, or natura
22 gas or existing solar or battery, so you really have to
23 focus on the types of units that you believe could be
24  economcally retired, and then al so how i nportant those
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1 retirenent dates and what external factors affect those
2 dates. So, you know, practical limtations are not
3 always captured by the model. [’'Il get into that a
4 little bit nore, and it’'s already been addressed to some
5 extent. But, you know, the nodel is an inperfect
6 representation of reality, and oftentimes the model just
7 doesn’t know things that system planners know, and those
8 -- sometimes those conplications and those factors can't
9 always be translated into linear optimzation, whichis
10 the basis of all of these nodels.
11 So we've been through this several times now
12 and I'mstarting to nmenorize this diagram but the coal
13 retirement obviously in Duke's 2020 IRP is this four-step
14  process, with Step 1 and Step 2 kind of happening
15 separate -- it's this sequential peaker method -- to
16 establish those dates, and then the output of that
17 analysis is fed into the portfolio optimzation. And so
18 this is the exogenous portion that |I’'m speaking of, when
19 you take those outside results and then you put theminto
20  your portfolio.
21 Now, this is the sequential peaker nethod, the
22 Step 2. It's very iterative, and Duke in their IRPs did
23 a great job of explaining exactly how they ranked those
24 coal units for the sequential peaker method, the statute
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1 -- the standards by which they evaluated them But for
2 each unit that date is, you know, |ocked in and then the
3 nodel is run and this analysis is conpleted to finally
4 arrive at that date, and then that unit is |ocked in and
5 then it’s repeated.
6 And so the Public Staff in our coments, we
7 really identified two main concerns wwth this. First, as
8 as other Intervenors have noted, is only conbustion
9 turbines are considered as replacements. | think Ms.
10 Wlson did a great job in explaining why that is not
11  optinmal because the cost of a CT is relatively standard,
12 it’s relatively steady, it's a mature technol ogy, versus
13 alternative replacenments such as storage or solar, those
14 can -- those costs curves are declining much faster, and
15 so the date that you have to build those retirement units
16  obviously affects the cost of that retirement. And so if
17  you're evaluating your net benefit and your retirement
18 date based upon a CT, this could result in a less than
19 optinal retirement date.
20 And then al so anot her, you know, thing to note
21 is, you know, the retirenent -- this method really just
22 looks at each plant in isolation. And so, for exanple,
23 you know, in general, the retirenent dates that Duke
24 found in this nethod aligned with their ranking of the
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1 units in terns of useful ness, except for the Roxboro 3
2 and 4 were retired before Units 1 and 2.
3 Now, what this does is now you ve locked in a
4  Roxboro 1 and 2 retirenent date, assuming that 3 and 4
5 are operating to the end of their depreciable Iife, but
6 now you' ve run the Roxboro 3 and 4 sequential peaker
7 method and you've actually retired it before 1 and 2. So
8 now that does call into question whether the Roxboro 1
9 and 2 retirement date was accurate and whether it was not
10 -- in fact, there was some interaction between 1 and 2
11 and 3 and 4 operating sinultaneously that maybe caused
12 the suboptinal result. So these are all just concerns
13  wth the sequential peaker nethod.
14 Certainly, the Public Staff believes that the
15 sequential peaker method was generally reasonable for
16  planning purposes and there was a | ot of analysis that
17 went into these dates. By no neans is it a -- is it an
18 unreasonabl e nmet hodol ogy, but we believe that the
19  endogenous retirement nethodol ogy where you are able to
20 find both the when and the what sinultaneously could
21 provide benefits to ratepayers in terms of establishing
22 those truly economc retirenent dates.
23 So many nodel s that actual |y include endogenous
24 retirenent, does include it as an option, a toggle you
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1 can turn on and off. And as |’'ve already spoken to,
2 there are benefits with using that option and that’s one
3 of those that you' re using the sane assunptions to pick
4 your retirenent date as you are to pick your resource
5 replacenent. That can be fuel, capital cost, and in
6 general | believe Duke used many of the same assunptions,
7 but there are sonme external assunptions that conflicted
8 wth the capacity expansion nodel, primarily, you know,
9 the sequential peaker nethod, assum ng that Roxboro woul d
10 be replaced with a CT. And, in fact, Roxboro was

11 replaced with a conbined cycle in the capacity expansion
12 nodel. So endogenous retirement would attenpt to resolve
13 some of those with sone -- obviously, there are sone

14  trade-outs there which I will get to.

15 And then it does require -- the benefits of

16  endogenous retirement is it does allow you to select from
17 a suite of resources that can replace that, and you're

18 able to take into account build schedul es, how nuch time
19 it takes to deploy some of these resources, if there's

20 any included interconnection costs that nust be

21 considered, and then as well as your unit comm tment

22 during the replacement process.

23 That was sone of the challenges, as |’ve

24 already spoken to, the conplexity, and the nodel solve
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1 tinme is one factor. And then, you know, as |’ve said,
2 there are some practical factors that the nodel is --
3 sonetines it doesn’t know that unless you teach the
4 nodel, is if you just let the nodel solve with economc
5 retirenent of coal units, it can ignore inportant factors
6 such as the transm ssion support or ancillary services
7 that are provided by those coal units if those are not
8 constraints within your nmodel, tinelines to build and
9 obtain permtting.
10 As we saw -- for exanple, as we saw in
11  Domnion's 2021 I RP update, their Plan A utilized an
12 endogenous retirement option. And while the Public Staff
13 has not yet filed its comment on that plan, it didn't
14  open -- that that plan actually retired 2,500 MV of
15 nostly coal in 2023 al nmost inmediately upon the nodel
16 starting. And, obviously, that's -- if that's truly
17 economc, the Public Staff still has sone investigation
18 to do on that and as -- other Intervenors as well, but
19 obviously that -- we have concerns with that much coal
20  being dropped off the systemall at once and whether it’s
21 practical to be able to replace that and keep the system
22 reliability to a level that customers expect.
23 And, al so, some of the challenges here are
24 sinply untested results. [It's one thing to go fromusing
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1 a nodel that the utility is famliar with and turning on
2 the endogenous retirenent option, but at the sane tine,

3 if Duke is attenpting to transition entirely from System
4  Optimzer and ProSiminto a single nodel that has both

5 capabilities of expansion planning and production cost

6 nodeling, and so the utilities have to becone confortable
7 wth that nodel as well.

8 You can't just type in all your inputs and

9 press run and then go shut down Allen the next day

10  because that’'s what the nodel tells you to do. You

11  really need to understand what -- why this nodel is

12 nmeking these decisions, and you need to be able to see
13 into the black box, as it were, and do additional

14 anal ysis based on those results, |ike detailed unit-Dby-
15 unit analysis of, you know, the first fewretirenents

16 that are selected by the nodel just to ensure that those
17 dates are robust under a variety of planning assunptions,
18 price scenarios, and that you can maintain system

19 reliability perhaps using even nore advanced nodel s such
20 as SERVM the Astrape nodel that was used to calculate
21 sone of the load follow ng under additional solar

22 scenarios in the avoided cost docket.

23 And then al so endogenous retirenent, as |’'ve
24 said, added a lot -- adds a | ot of conplexity and nodel
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1 solve time and obviously tradeoffs, but sonetines this
2 may not be necessary. Maybe they're -- nmaybe retirenent
3 dates have already been set by |egislation or maybe
4 there’s only a couple handful of plants to retire and
5 you've already retired nost of the older coal units, so
6 the utility has to, and regulators have to | ook at, you
7 know, how inportant it is to economcally select these
8 dates as well when they' re considering the added
9 conplexity.
10 And so we’'ve kind of been over this a little
11  bit, but | just wanted to, fromour perspective as well,
12 there are some plans, you know, that don't use endogenous
13 retirement. Qbviously, System Optim zer, one that does
14 not. The DI EM nodel which was used in the C ean Energy
15 Plan from Executive Order 80, this also did not use
16  endogenous retirement. The retirenent dates for coal
17 units were sel ected based upon a variety of scenarios for
18 retirement that were proposed and used in that plan, but
19 those were selected outside the nodel and input into the
20 nodel .
21 And then there are many national nodels, large
22 nodel s that use endogenous retirenent or at |east have
23 the option such as the ReEDS nodel, which is a well-known
24 nodel maintained by the National Renewabl e Energy
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1 Laboratory, as well as NEMs, which is used by the Energy
2 Information Admnistration. That is the underlying nodel
3 for the annual energy outlook. And so that has an option
4 to retire endogenously nost thermal units, although nost
5 new technol ogies do stick around for their entire
6 lifetine.

7 Qovi ously, EnConpass has the ability to use

8 endogenous retirenent, and Duke is considering now

9 whether to use that -- although sonme utilities have used
10 the EnConpass nodel, such as Xcel Mnnesota. W spoke to
11 the Mnnesota staff, who al so has EnConpass |icense, to
12 anal yze those I RPs, but, you know, those coal retirenment
13 units are set by -- have to be approved by M SO and often
14  have to neet certain M SO requirenents, and so they did
15 not use their endogenous retirement option in the |ast

16 IRP that they ran, despite having the capability.

17 PLEXCS obviously has the capability, as

18 PacifiCorp in 2021 used in their P02 portfolio, and the
19  Dom nion 2021 update used endogenous retirement, but only
200 inPlan A It’s also referred to in Domnion's plan as
21 economc retirement, but essentially they' re the sane

22 thing here in terns of the nodeling and how t he nodel

23  selected those dates.

24 And then also the Brattle Goup, who has done a
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1 lot of analysis in the utility industry, has an Xpand
2 nodel, and that nmodel al so has the capability to node
3 coal retirenents endogenously.
4 Ckay. And so finally, | was not able to build
5 any slides off this, but the Public Staff is -- we're
6 exploring actually obtaining an EnConpass |icense as well
7 in advance of the 2022 IRP, and so we sat down with
8 Anchor Power Solutions' staff for a training session on
9 the 28th to better understand sone of the retirenent
10 functionality. | was unable to get those slides into
11 this presentation, but | just wanted to kind of explain
12 some of the features that we found interesting in the
13  EnConpass nodel and sonme of the limtations found.
14 So obviously, you know, Duke’s noted the
15 conplexity of the what/when decision, but, you know, we
16 feel that the -- at least fromour short experience
17  working with the training in the EnConpass nodel, that
18 there are some guardrails there that can help provide
19 additional accuracy to endogenous retirement, while
20 addressing sone of Duke's concerns about dynamc -- the
21 dynamc capital CapEx in coal plants, as well as the
22 selection of resources and the many different
23 permutations.
24 So first, the -- as Ms. Wlson specified, you
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1 know, EnConpass works by essentially conparing the
2 benefits provided by a particular unit to the cost of
3 operating that unit. And so depending on the unit of
4 time in which you optimze over, you |l ook at net benefit
5 over that entire period. So if you're only |ooking at a
6 single year or two years, it's very easy for a coal unit
7 to be endogenously retired because it just takes a mld
8 weather winter for that unit to not generate nuch
9 benefit. Meanwhile, the CapEx and the O&M can be
10  substantial.
11 So generally, if you use a |onger optimzation
12 period, you'll really capture when those units truly do
13 fall outside of their net benefit to the ratepayer to the
14  system But, you know, using a shorter time period can
15 also provide additional granularity and you can -- a
16  shorter tine period allows you to specify nore tine
17  periods. |Instead of using, say, a three-season nodel
18 wth 12 representative hours, you mght be able to use a
19 four-season nodel with a full 24-hour day of the week,
20  weekday/weekend granularity.
21 And so really, you know, you woul d expect that
22  the endogenous retirenent of coal in EnConpass woul d be
23 multiple nodel runs, perhaps a |onger capacity expansion
24 run to truly find when those get in the ballpark and then
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1 shorter runs to kind of narrow down on what really is the
2 Dbest date for retirenent.

3 And so obviously, as |’'ve already tal ked about,
4  the nodels don't always capture constraints that exist in
5 the real world, such as transm ssion constraints,

6 planning, regulatory constraints, interconnection, queue
7 reform things like long -- outage schedul es for

8 transm ssion upgrades, and we see that in Domnion’s plan
9 where a lot of capacity was immediately retired in 2023.
10 But EnConpass does allow you to put in certain
11 guardrails in that to address those concerns, such as

12 limting the amount that can be retired in one year, with
13 the recognition that it's difficult to build enough

14 replacenent generation in a certain year. And you can

15 al so, you know, place reasonable restrictions on the

16 amount of new capacity that can be built to replace that,
17 which also would have the effect of limting retirement.
18 If your nodel wants to build 10,000 MNof solar in a

19 single year to help replace retiring 2,500 MV of coal
20 obviously you're going to have to put reasonabl e bounds
21 on the anmpunt that you can -- of solar that you can
22 interconnect each year.
23 You can al so place restrictions on specific
24 units. So you mght say that certain units have to be
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1 retired by a date certain if you had, say, legislation
2 that set an end date. You could also say we know that we
3 can't retire this unit until 2025. And the nodel can
4  handle that as well; it can exclude a certain unit from
5 retirenent until a certain year based upon practica
6 considerations.
7 You know, you have to nmake sure, though, that
8 those restrictions that you place are reasonabl e and
9 based inreality, because the nodel is sinply selecting
10 the nost economc retirement dates that it can, and so
11  you want to make sure that any constraint you add on the
12  nodel is going to increase costs, and so you want to nmake
13 sure that those constraints are reflecting reality.
14 Oherw se, they' re going to thensel ves produce an
15  uneconom c portfolio.
16 So the nodel -- so Duke did adjust the dynamc
17  CapEx schedules, and that is a legitimte concern. The
18 dynam ¢ CapEx spending on existing coal, that feature
19  does not exist in EnConpass. You can put in discrete
20  CapEx expenses that you have in particular years that are
21 above and beyond any fixed O&M but generally the nodel
22wl then respond by trying to avoid those costs. And so
23 you can’'t then -- the nodel won't, by itself, adjust that
24 to go -- you know. to elimnate that spend or to have
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some sort of ranp down of CapEx.

So these are things that probably could be
addressed through iterative nodeling of these retirenent
dates to play with that feature and to better understand
it, but the Public Staff recognizes that that is a
concern, but at the same tine we want to make sure that
we're not mssing the forest for the trees. And if that
dynam ¢ spend is capturing, you know, a certain amount of
$10 million of cost that may not have been included, but
at the same time we're saving $1 billion by retiring
these -- by using endogenous retirenent dates, obviously
we need to put things in perspective and do what’'s
benefi--- what's best for ratepayers over the long term

A coupl e other interesting things that
EnConpass can do is they can actually create so-called
retirement projects where the retirement of a unit m ght
be set by a certain date, but the nodel can optimally
sel ect fromvarious options, such as an exanple that was
shown to us was three options for a coal unit, either
keep the coal unit running, retire the coal unit by a
certain date, or convert the coal unit to natural gas.
And then you could also include, say, a carbon caption
sequestration scenario for the right type of

circunstances. So that kind of alternative scenario
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1 analysis is already enbedded in EnConpass and can be used
2 to help facilitate the endogenous retirenent by providing
3 the nodel with different options which can then be
4 selected and the nmost optinal option selected.

5 I n addition, EnConpass can al so, through

6 sensitivity analysis, can explore the benefits of

7 securitization by creating different retirenent --

8 different rates for the different debt and equity ratios
9 and different rates for debt and equity. The nodel can
10 actually explore that, okay, it can pick a retirenent

11  date based upon no securitization, but then it can also
12 -- now you can explore what would happen if you had a

13 certain anount of securitization, maybe that changes the
14 optinmal retirenent date, maybe it sinply reduces the net
15 present cost of an entire portfolio through | ess debt

16  paynents.

17 So this is something that -- another feature of
18 the nodel that | think could play into the endogenous

19 retirement feature and provide a better picture of the
20 optimal way to retire the fleet. Not just the dates and
21 the replacement, but what we do with the unanortized
22  balance, how we mnimze rate shock on customers who, you
23 know, who m ght be sinultaneously paying for both the
24 replacenment resource as well as the retired coal unit.
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1 So overall, you know, the -- inplenmenting an
2 endogenous retirenent in EnConpass, it is -- it seened --
3 it appeared fairly straightforward in that the deno that
4 we went through, though obviously the full data set that
5 Duke will be using wll be nore conplex and there will be
6 nore interactions between these, and it wll increase the
7 amount of tinme that the nodel takes to solve, and
8 obviously it will create -- it will have the effect of --
9 and to a certain degree it will be a black box. You put
10 your inputs in the nmodel and the nodel spits out these
11  retirement dates.
12 And so, you know, the Public Staff hopes that
13 by having an EnConpass |icense and being able to explore
14 deeply the assunptions that underpin those endogenous
15 retirement dates, if used by Duke, and then we shoul d be
16 able to kind of peel back the layers of that black box.
17 And so endogenous -- just a closing remark.
18  You know, endogenous retirenent, it's -- in resource
19 planning it's not new, but it is newto some utilities.
20 And as | said before, you know, the utility has to become
21 confortable. The regulars have to becone confortable
22 that the endogenous retirement is built upon a sound data
23 set, a sound input data set, sound assunptions around
24 Dboth practical limtations and just the econom c and
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1 operational characteristics of the units that are | oaded
2 into EnConpass, but | believe it’s a useful tool for
3 holistically planning this system and | believe that the
4  benefits against the sequential peaker method or other
5 exogenous net hods coul d provide a nuch nore ideal and
6 optimal retirenent schedule for coal for ratepayers. And
7 that's my -- that's what | have.

8 COW SSI ONER CLCDFELTER:  Thank you. M. Mtz
9 and M. Hinton, | assunme you' re available for questions,
10  but not presenting independently; is that correct?

11 MR, METZ: That is correct.

12 COW SSI ONER CLODFELTER: Al right. | wll

13 tell you one thing, I'mvery glad we nade the decision to
14 record this and transcribe it because M. Thonas, you

15 covered an awful lot of material in a very short time, so
16 I'mglad we have it -- we're going to have it down on

17  paper so we can reviewit.

18 And with that, we'll see if we have questions.
19 Unless there’s any other presentation, we'll see if we

20  have questions.

21 MR. THOVAS: No other presentation.

22 COW SSI ONER CLODFELTER: M. MDowel | ?  Ckay.
23 MR, McDONELL: | think it's extremely val uable
24 that Public Staff was able to attend the kind of overview
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1 of that because | think Jeff’s comments were very
2 appropriate in this. | have one question. The Public
3 Staff recommended that Duke consider inplementing
4  stochastic optimzation in its expansion nodel,
5 stochastic optim zation
6 Now, | have a -- | have a friend that got this
7 doctorate in mathematics and statistics from C enson
8 College -- University, | guess, and | was going to ask
9 himabout stochastic versus determnistic, but ever since
10 NC State won the football game |ast weekend that resource
11  has dried up, so | would like to ask the Public Staff to
12 explain that statement that they comrented, recommendi ng
13  Duke consider inplenenting stochastic optimzation. Can
14 you explain that in very sinple terns that even
15  Commi ssioner Clodfelter can understand? What's different
16  about this and the current nodeling enployed by Duke?
17 MR THOMAS: Sure. So I'Il start off first by
18 saying that EnConpass does have the ability to use
19 stochastic optimzation. |It's kind of the |last envel ope
20 within their nodeling paradigm But essentially, right
21  now | believe this conment was nmade in regards to carbon
22 policy in our coments.
23 But essentially, right now Duke assumes, their
24  nodel assunes that a carbon price will start their Plan
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1 B, the Portfolios B and beyond, assume that a carbon
2 price will start in 2026 and will escalate by $5 a year
3 and to infinity until the end of the nmodeling horizon.
4 And that’s a determnistic nodel. That is certain. The
5 nodel knows it’'s going to happen, so the nodel can plan
6 for that.
7 But the problemis, as we all know, we’ve all
8 been anticipating this carbon price since 2009, so we
9 don't know when it will start and we don't know if it
10 will be $5 or $20 or $1, and we don’t know what the
11 escalation rate is. There's a lot of uncertainty there.
12 And so stochastic optim zation is essentially you're
13  building a portfolio considering that uncertainty, okay,
14 but you may not produce an optimal portfolio for any
15 particular final -- what actually happens, but you're
16 trying to mnimze your regrets, right? If we assune
17 that a $5 carbon price is going to be enacted in 2026,
18 and Duke plans its systemfor that based on that
19 determnistic nodeling, and then there's a carbon price
20 of $100 inplemented in 2024, obviously, the systemthat
21  we've built is not going to be optiml anynore. W'l
22  have regrets. Al those natural gas plants will have to
23  be shuttered, and we' Il really have a | ot of costs that
24 are going to |linger because of that.
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1 And so stochastics tries to -- essentially, one
2 way to test stochastics is to do what's called a Mnte
3 Carlo simulation where you run many, nmany, many scenari os
4 wth many, nmany different outcomes fromthat carbon
5 pricing, and then you try to find an optinal portfolio
6 that’s nost optimal for nost of those scenarios.

7 Oftentinmes stochastic optimzation you'll build
8 a scenario tree where if this happens, then we assune the
9 next choices are, you know, if A happens, then our next
10 choices are Bor C Dbut if A doesn't happen, then our

11  next choices are Dor E. And you try to optimze over

12 that entire suite of choices to give you a single

13 portfolio that best positions you nore to respond to that
14 uncertainty.

15 MR, McDONELL: That was an excel | ent

16 explanation. So does that have inplications on the

17 retirement analysis that we’'re focused on here?

18 MR THOMAS: So certainly. So if you were to
19 -- so that’'s a great point, actually, because let’'s say
20 Duke were going to do stochastic optim zation based on
21 uncertainty only in carbon policy. Wll, if they did
22 their sequential peak method, then they' re going to pick
23 retirenent dates for those coal units based on that
24  outside analysis. Then they' re going to put those dates
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1 in and they' Il be unchangeable. Those dates will not be
2 able to be adjusted based upon the carbon pricing.

3 But if you were to do endogenous retirenent and

4  the stochastic optimzation based upon carbon policy,

5 then your retirement dates of your coal units are going

6 to adjust on the fly based upon the carbon price that’s

7 actually used in each determ nant age stochastic

8 scenario.

9 So the hope is that if you couple both of those
10 techniques, the endogenous retirenent and the stochastic
11  nodeling, that your nodel woul d select for you retirement
12 dates that are -- that put Duke in the best position to
13 respond to both a delay in carbon pricing or an
14  acceleration. And the thing to remenber there is that,
15 you know, let’s say you run that nodel, you build a 10-
16 year plan based on that stochastic optimzation. In 10
17  years you mght | ook back and say, well, now that we know
18  what happened, what we did, the dates that we retired
19 those plants, well, it wasn't ideal, it wasn't totally
20 optimal, but you built the nost optimal plan for the
21 uncertainty.

22 It’s like carrying a rain jacket out with you
23 when you don’t know whether it’s going to rain or not.
24  You have to carry the jacket wth you and it's not

Advantage Court Reporting
919.803.7486

OFFICIAL COPY

Oct 27 2021



E100, Sub 165 Technical Conference -- Volume 2 Page: 79
1 optimal. You don't want to carry the jacket. And if
2 it’s sunny, you're going to wish you hadn’t brought the
3 jacket. But if it were torain, you d be glad that you
4  brought it. And that’'s the type of |east regrets of
5 planning that can sometines acconpany that stochastic
6 optimzation.
7 MR, McDOAELL: Thank you very much. | better
8 quit there while I'mstill in good graces with
9 Commssioner Codfelter. Thank you.
10 MR, THOVAS: You're wel come.
11 COW SSI ONER CLCDFELTER: I f you ever were.
12 Let’'s see if Conm ssioners have questions. Conm ssioner
13 Brown-Bland? You're on nute. You're on nute. No
14 questions?
15 COW SSI ONER BROMWN- BLAND:  ( Shakes head
16 negatively.)
17 COW SSI ONER CLODFELTER:  Ckay. Conmi ssi oner
18 Gay?
19 COMM SSI ONER GRAY:  No questions, sir.
20 COW SSI ONER CLCDFELTER: Al right. Chair
21 Mtchell?
22 CHAIR M TCHELL: Just a quick one. M. Thonas,
23  thank you for the explan--- | mean, thank you for your
24  presentation in general and thank you for your response
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1 to Steve's question. That's very helpful for ny
2 understanding and | appreciate your thoroughness.
3 Hel p ne understand sort of real-world
4 inplication here. |If Duke were to transition to the type
5 of nodeling that you are -- sort of the type of process
6 that you are advocating and sort of simlarly that M.
7 Wlson seens to be advocating, what does it do to sort of
8 real-world ability to construct facilities that are going
9 to be necessary to, you know, to neet the utility's
10 needs? Do we -- and | just -- there may be a really good
11 response to that question. | just wonder, you know, if
12 it’s -- you know, the utility needs lead tine and, you
13 know, sort of has to make certain choices at certain
14 points in time to get those facilities constructed and
15 into service. Do you all see any problems with the
16  approach that you're advocating, problens specifically
17 wth the utility's ability to construct and neet its
18 needs? Does ny question make sense?
19 MR. THOVAS: Yeah. | think so, but I -- you
20  know, | understand the, you know, the concern, right, is
21 that we're going to layer all these conplex nodeling
22 tools in there and then, you know, we’'re going to see
23 drastic changes in the capacity expansion plan every two
24  years based on, you know, whether or not sone certainty
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1 is resolved and things of that nature.
2 So | think -- just to take a step back,
3 think, you know, Duke has -- you know, you can’t build a
4 conbined cycle in a year, so we have to understand that
5 certain decisions have to be nade in the face of that
6 uncertainty. And so using endogenous retirenent and, you
7 know, specifically also the stochastic optimzation, you
8 know, that's going to give you in -- right now, when |
9 run that nodel right now, it’'s going to say based upon
10 the uncertainty that you' re facing, this is the best
11 plan. And if that plan says to build a conbined cycle in
12 four or five years, you kind of need to get started on
13  that.
14 And if three years into the building when
15 you're about to turn on that conbined cycle, if that
16  carbon pricing you thought was going to turn on suddenly
17 doesn't or nmaybe it’'s stronger than you expected, your
18 hope is that other aspects of the plan have kind of
19  hedged your bets. Mybe you've built nore of a certain
20 resource to anticipate that carbon price noving one way
21  or the other.
22 So | think there always is going to be a tine
23 at which a line in the sand has to be drawn and a
24  resource has to be built, but the purpose of this
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1 modeling is to build a plan that’'s robust enough in the
2 face of that uncertainty, that once you ve built the unit
3 and turnit on, you don't have regrets because of the way
4 you built -- the way you’ ve optimzed the rest of your
5 system
6 CHAIR M TCHELL: Gkay. And that's a very
7 helpful explanation. M. Mtz, did you want to add
8 sonething?

9 MR METZ: | think the overall nodel aids in
10  understanding of when | need to start planning new

11  generation resources which would go into siting, and it
12 also has to conplenment how the utilities have to plan

13 their transmssion system So | think it'sis it the

14 chicken or the egg. But this is a first point where the
15 utility can identify and say, hey, we need to retire a
16 resource; if we retire it, what do we need to doinits
17 absence? Wiere do we start building generation? How do
18 we have to start building a transm ssion systenf

19 CHAIR M TCHELL: Ckay. Al right. And

20 listening to you explain this, M. Thomas, | realize you
21 answered ny question when you presented to us, so thank
22 you for going through it again for ne.

23 MR. THOWAS. Sure.

24 CHAIR M TCHELL: And thank you M. Metz.
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1 COW SSI ONER CLODFELTER: Al right. W'l
2 nmove to Conmi ssioner Duffley.
3 COW SSI ONER DUFFLEY: Thank you. | have one
4 question, and it's with respect to your black box
5 comments and your concerns about this black box, and
6 other speakers have tal ked about the lack of visibility
7 of this nodel when it spits out Allen needs to retire at
8 this point in time. Wat suggestions do you have to
9 conbat that lack of visibility on how did the nodel cone
10 up with its choices, basically?
11 MR THOMVAS: Sure. So there’s a couple
12 different things that can be done. So the Attorney
13  General made a great -- the Attorney General’s
14  presentation had a great suggestion just to allow
15 Intervenors nore insight into the nodel by Duke providing
16 those inputs or somehow nodeling |icenses being made
17 available, being able to just open up the nodel and | ook
18 specifically at all of the -- all the inputs and
19 assunptions. And what's nice about EnConpass is that al
20 of that data can be exported to Excel in a way that
21 wasn’t really always the sanme with System Optimzer. So
22 you could print out all of the fields, all the
23 paraneters, all the variables, and | et people pour over
24 that through Excel
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But | woul d say, you know, as these nodels get
more conplex, it’s this black box method, and the problem
is becoming -- it’s just going to get worse. W' ve
tal ked about that in I SOP stakehol der conferences. |
woul d say, in my opinion, one of the greatest ways to
peel back that problem the black box |ayer, is through
sensitivity anal yses.

And so Duke often does these kind of high
| evel , you know, |ow fuel, high fuel, |low carbon, high
carbon capital cost sensitivities, and really | think
doi ng analysis on that and conparing those results can
hel p you understand what's really driving particul ar
retirements, you know, having multiple fuel forecasts
enbedded in there at different |evels or changing capital
cost of particular resources and -- will help show how
the linear optimzation nodels that are used to underpin
EnConpass are naking their decisions and where those are
being -- where those choices are being nade, because they
are conplex. But, you know, sometimes, you know, what --
you know, the sensitivity analysis results that Duke has
presented in the past are often presented kind of, now,
we ran some sensitivities and here’'s a difference in NPV
and then they nove on. And that's fine, and we do our

own kind of analysis of those results as well.
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1 But | think really kind of digging deep into
2 those and using those as a tool to explore why a coal
3 unit was retired on a certain date, is it because gas is
4 cheap -- so cheap in the future, is it because
5 replacenent resources are getting nore -- are declining
6 in cost faster than the -- than expected or -- and al
7 those kind of features, and a little bit deeper dive into
8 those results | think can help peel back sonme of that.
9 But it’'s always going to be a black box, but
10 looking into the nodel and | ooking at how i nportant
11  variables change results can really help you kind of peer
12 inside that.
13 COW SSI ONER DUFFLEY: Thank you. That was
14 very helpful. | don't have any other questions.
15 COW SSI ONER CLODFELTER:  Conm ssi oner Hughes?
16 COW SSI ONER HUGHES: No questions. Thank you.
17 COW SSI ONER CLODFELTER:  Conmi ssi oner
18  MKi ssick?
19 COMWM SSI ONER MeKI SSI CK: - Just one or two
20 questions. And first, I'd like to say | really
21 appreciate your presentation. |t was very thoroughly
22 done. And I'mglad to see that the Public Staff does
23 have a license and that they' re getting the training they
24  need to use EnConpass as a nodel .
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1 Now, | et ne ask you this, you talk about the
2 functionality of EnConpass and |’'ve heard a | ot about
3 that today, but based upon your communications wth Duke,
4 to the extent there have been communications wth Duke
5 related to EnConpass, do you see themusing the
6 functionality of EnConpass to take into account the
7 exogenous retirement type factors that you articulated a
8 need for themto utilize noving forward?
9 MR THOVAS: So | think Duke -- as they've
10  shown today, Duke has tal ked today a | ot about their
11  method, the sequential peaker nmethod, and | believe Duke
12  believes that that was -- it is a very robust nethod and
13 it required a deep analysis of operational cost and
14 dynam c CapEx, so |'mnot trying to disparage that
15 method, and | think Duke may decide that they want to
16 stick with that nethod going forward into 2022. They’ ve
17 not really said one way or the other | think what they
18 plan to use, but | think fromtoday' s presentation,
19 Dbelieve that M. Snider and his teamwould prefer to use
20 that nethodology at least at first.
21 But, you know, as | said, you know, it does
22 take additional effort to try that endogenous retirenent.
23 Dominion was able to present one scenario wth endogenous
24  retirenent, and | think I would -- | would Iike, and we
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1 still have to have conversations about this wth Duke
2  between now and Septenber 2022, but | would like to see
3 at least sonme portfolios or at |east some sensitivities
4 which do include this endogenous retirement with some of
5 the practical considerations inplemented and reasonably
6 justified. And that will take extra tinme and effort on
7 Duke's part, and | recognize that, but | do believe
8 there’s value in at least exploring it in 2022, and
9 depending on how the Commi ssion views it, perhaps having
10 some of the primary portfolios rely on endogenous

11 retirement instead of the sequential peaker nethod.

12 COW SSI ONER MeKI SSICK: My observation today,
13  based upon the presentation we received, and | thought

14  about asking thema question about it in particular, was
15 whether with the adoption and noving forward with

16  EnConpass they still plan to primarily use the sequenti al
17  peaker nethod. But it sounded to ne as if that was stil
18 the path they were headed down; it's just that they saw
19 other potential uses and variables that could be utilized
20 by noving that way.

21 Now, | et ne ask you this because, | mean,

22  obviously you can go in and you can deal with things

23 dealing with the, you know, exog--- ny gosh, getting

24  ready to mspronounce the word -- but what I'mtruly
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1 trying todrill down tois this, if you go out there and
2 model all of this and you | ook at all the variables that
3 are there, and even if you assume the sane type of
4 assunptions that Duke is making about noving toward, you
5 know, conbustion turbines, at any point in time in using
6 EnConpass can you then also | ook at what potential
7 stranded costs would be if you end up with these
8 conbustion turbine units out there at sone point in the
9 future? Obviously, you' re extrapolating and going pretty

10 far out in time, but does it have that functionality?

11 MR THOMAS: That's a good question. |’ m not
12  entirely sure, to be honest. The EnConpass nodel is

13 quite conplex and we've had -- | believe Duke has

14 probably had nmore conversations about the general

15 functionality of the nmodel with Anchor Power Sol utions
16 than we have. But our focus is particularly just focused
17 on the endogenous retirement function. But if it’s not
18 something that's built into the nodel, certainly it's

19 sonething that can be done post hoc after the nodel has
20  been run.

21 But generally, when you' re determ ning your

22 optimal retirenent dates, the sunk cost, the unanortized
23 balance of plant, is -- it's typically not a factor in
24 that decision. How do you deal with those costs going
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1 forward, how you allocate them and how you recover them
2 whether you securitize themor you accelerate
3 depreciation, those are nore ratenaki ng questions because
4  the assunption that the nodel has is that those
5 unanortized plant balances or stranded costs, they' re
6 going to be paid by ratepayers one way or another.

7 They're not going to be disallowed, in other words.

8 And so that assunption says, you know, don’t

9 make decisions now based upon noney that you’ve already
10 spent because that will lead to suboptinal solutions.

11 COW SSI ONER MeKI SSICK: So what you' re

12 indicating is that whether you securitize the debt for

13 the early retirenent of coal generating facilities or

14 whether you look at potential stranded costs that could
15 Dbe involved if you noved the conbustion turbine route and
16 have to deal with how that inpacts ratepayers at some

17  point, those are all going to be separate independent

18 nmatters that would not really come to play in utilizing
19  EnConpass as a tool, is that correct, or that -- but at
20 the sane tine you said it could be kind of layered on as
21 a variable, but it's an independent decision that’'s

22  probably nade concurrently, but it's --

23 MR THOMAS. | think --

24 COMM SSI ONER McKISSICK: -- but it's not really
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1 a part of what EnConpass would typically be used for. |Is
2 that what |’'m hearing?

3 MR, THOVAS: | think so. And | just wanted to
4  meke sure, just to understand and nake sure |'m

5 understanding your question. So you're saying if -- not
6 - you're not so much tal king about the stranded assets

7 of coal once we retire; you re saying if we build a bunch
8 of conbined conbustion turbines now and then in 15 years
9 we find that we actually need to early retire those and
10 build replacement resources then, you know, what happens
11 then? Does EnConpass consider that?

12 COW SSI ONER McKISSICK: At the outset. That's
13 correct. | nean, if --

14 MR, THOVAS: Yeah.

15 COW SSI ONER McKI SSICK: -- you went out there
16  and you built the combustion turbines, then how far out
17 - | nean, you're going 15 years in these I RPs, but how
18 far out are you neking these assessnments? Wat |'m

19 hearing you say, as it relates to EnConpass, you're

20 Dbasically looking at early retirement of coal and not

21  thinking about the debt that's out there already invested
22 that mght need to be securitized with the coa

23 generating facilities, nor would you be | ooking at

24  necessarily the cost that could be stranded assets from
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1 conbustion turbine units going in at sone point at a

2 future date?

3 MR. THOVAS: Yeah. That's -- | recognize

4 that's the coal stranded assets that's going to be

5 addressed in build inpact analysis, but, you know, as |

6 was talking a little bit before about stochastics, and it

7 1s possible that kind of using that uncertainty analysis

8 you mght -- you know, you mght see that -- that it’s

9 likely that sone of these conbustion turbines that you' re
10  building over the next 10 years mght be retired early.
11 You know, whether or not EnConpass can actually include
12 that in their optimzation algorithm I'mreally not

13 sure. |'d have to speak a little bit with them and

14 Dbetter understand how the nodel can do that. But

15 typically when a new unit is built in EnConpass, it

16 extends out through its life. The nmodel would not retire
17 that early, and so that’'s not really going to be a factor
18 in its expansion plan.

19 There mght be a way to nmake all new units that
20 are built be eligible for endogenous retirement. |’ mnot
21 sure if that’'s a possibility. And Ms. WIlson may know
22 nmore. | Dbelieve she’s worked with the nodel extensively.
23  But, you know, that’s obviously going to add significant
24  conputational tinme, where you have a nodel that’'s, you
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1  know, building new units and i medi ately second guessing
2 the build of that unit. | mean, you're -- you know, you
3 mght take what normally would be a three-day nmodel run
4 and stretch it into a three-week nodel run.

5 So certainly, | think it mght be possible, but
6 | don’t know enough about the intricacies of the nodel to
7 say whether or not it can do that.

8 COMM SSI ONER MeKI'SSICK: - And so | know little
9 about the intricacies of the nodel except for what |'ve
10 read and heard. | thought | would | ook to you for

11 additional insights. But |I'munderstanding your -- your
12 characterizations of capability, functionality, and the
13 way it nost likely would be utilized, so | thank you for
14 your presentation and for your feedback.

15 MR THOVAS: Sure.

16 COW SSI ONER CLODFELTER:  Ckay. Gentlenen

17  thank you. And M. Thonas, | hope you get a prize for

18 all the heavy lifting you did doing this presentation.

19 M. Mtz and M. Hinton, you two |ook good in suits and
20 ties. Thank you all. Ms. Ednondson, is there anything
21  else?

22 MS. EDMONDSON: That is all on this issue.

23 COMWM SSI ONER CLODFELTER:  Ckay. Thank you

24 M. Burns, don't go away. We're at 4:00. If we runto
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1 5:00, can we take care of M. Levitas or not?
2 MR. BURNS: That woul d be fine.
3 COW SSI ONER CLCDFELTER:  Ckay. W can do it?
4 MR. BURNS. Yes, sir. | believe we can.
3) COW SSI ONER CLODFELTER:  Ckay.
6 MR, BURNS. M. Levitas is here and can speak
7 uponthat if he feels like it, but based on our
8 conversations, if we could push to 5:00 and finish him
9 and the other Intervenor witness by 5:00, | think we'd be
10 in good shape.
11 COW SSI ONER CLODFELTER:  All right, because
12 know he’s got problems tonorrow and that’s why --
13 MR. BURNS. Yes, sir.
14 COW SSI ONER CLCDFELTER:  -- | want to be sure
15 we get himin. But first I'"'mgoing to have to give our
16 court reporter our afternoon break. |'mnot going to
17 push her through the afternoon break, so --
18 MR, BURNS: Under st andabl e.
19 COW SSI ONER CLODFELTER:  -- M. Breitschwerdt,
20 | think given where we are, and we’'ve heard an awful | ot
21 today and we’ve got a good -- good grasp on this issue,
22  I'mnot sure we really need rebuttal on this issue,
23 especially given the constraints we've got with our
24 wtness availability right now |'mgoing to sort of
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1 plow ahead.
2 MR, BREI TSCHVERDT: Press on. Sounds good.
3 Thank you, sir.
4 COMM SSI ONER CLODFELTER:  Al'l right.
5 Understood. | appreciate your accommodating all we're
6 trying to nanage here. Thank you for that.
7 W' ||l break and come back at 4:10, and we’ll
8 start with the second topic, and we' Il start first with
9 the Intervenor presentation on the second topic. 4:10.
10 MR BURNS: Thank you.
11 (Recess taken from3:58 p.m to 4:10 p.m)
12 COW SSI ONER CLODFELTER: Let's go ahead and
13 get started. And M. Burns, since you ve got the w tness
14 here, I'mgoing to turn it over to you, and we'll start
15 on Topi c Nunber 2.
16 MR. BURNS: Thank you, Conmi ssioner C odfelter.
17 1"mJohn Burns representing Carolinas Cean Energy
18  Business Association. Thanks to Gudrun Thonpson and Nick
19 Jimenez for adjusting on the fly. W are going to
20 present Steve Levitas as the first witness on the issue
21 of all-source procurenent, then we understand that
22  Conm ssioners will -- the Conm ssioners will ask
23 questions of M. Levitas, and then M. Jimenez will take
24  over with another witness on the issue of all-source
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1  procurenent.
2 CCEBA is happy to sponsor the testinony of
3 Steve Levitas, who is a menber of the board of directors
4  of CCEBA and Senior VP of Regulatory and Government
5 Affairs at Pine Gate Renewables. Mst inportantly, M.
6 Levitas was the Co-Chair, along with Jack Jirak of Duke,
7 of the Conpetitive Procurement Subconm ttee of Governor
8 Cooper’s North Carolina Energy Regul atory Process, or
9 NERP, and he is going to discuss issues related to all-
10 source procurenent in the current docket. M. Levitas,
11 take it away.
12 MR LEVITAS: Thank you, John. Good afternoon,
13 Conmmi ssioner Clodfelter and menbers of the Conm ssion.
14  appreciate the opportunity to participate in this
15 technical conference and share sone thoughts with you
16  about all-source procurement on behal f of CCEBA, and |
17  personally thank you for accommodating ny schedul e.
18 As you consider the role of all-source
19  procurenent in the utility planning process, there are
20  four primary points I'd like to share with you on behal f
21 of CCEBA.
22 First, we believe that all generation resources
23 should be conpetitively procured. Second, we believe
24  that resource procurenent, to the extent not
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1 legislatively prescribed otherw se, should be directly
2 linked to and driven by the integrated resource planning
3 process. Third, we believe that conpetitive procurenent
4 should be open to all resource types and generation
5 providers that can neet the identified resource need.
6 Fourth, we believe that any new al | -source procurenent
7 process should be inplemented in connection with Duke's
8 next IRP cycle and that in the interim absent new
9 legislative direction, the Conm ssion should require
10 immediate |arge-scale procurement of renewabl e energy
11 pursuant to G S. 62-110.8. CCEBA would strongly oppose
12 delay in additional conpetitive procurement --
13  conpetitive renewabl e procurenment pending the
14 inplenmentation of a new all-source procurenment process.
15 W believe such delay would make it inpossible to achieve
16  CGovernor Cooper’s decarbonization goals.
17 Beyond these four primary points, |'ll share a
18 few thoughts with you about the design of all-source
19  procurenent prograns and how they are integrated into the
20  planning process.
21 Wth respect to ny first point, the benefits of
22 conpetitive procurenent are obvious and wel| understood.
23 It drives cost down for ratepayers and spurs innovation,
24 W have seen those benefits in Duke's inplenentation of
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t he CPRE program whi ch has saved hundreds of mllions of
dollars for North Carolina ratepayers. CCEBA as | said,
bel i eves that all generation resources should be
conpetitively procured.

But assumi ng one agrees with that prem se, how
do we decide what resources should be procured? One of
the primary goals of any integrated resource plan
proceeding is to identify the current and future resource
needs of a regulated utility. To understand the
potential role of all-source procurenent in the IRP
process, one needs to start by considering the
rel ationship between utility planning and procurenent.

Under the traditional paradigm which has been
followed by the North Carolina utilities and this
Commi ssion in the past, planning and procurenent are
I ndependent activities. Duke has described the IRP
process as a continuous planning exercise that in any
specific proceeding sinply provides a “snapshot in tinge”
of the utility's resource needs.

Under this view, the I RP does not necessarily
determ ne what resources will be procured by the utility
and it certainly doesn't directly drive the procurenent
process. Rather, when the utility decides that it has a

need for a particular volune and type of new generation
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1 resource, it typically files a petition for a certificate
2 of public convenience and necessity to obtain perm ssion
3 to build, operate, and rate base that generation asset.

4 In nost cases one woul d expect the proposed resource to
5 Dbe consistent with the nost recently approved | RP, but |
6 don't understand that to be a requirement of |aw

7 I n approving a requested CPCN and neking a

8 finding that the proposed resource is reasonable and

9 prudent, the Conmm ssion may well require the utility to
10 denonstrate that the resource is cost effective relative
11 to other alternatives, but that has not typically been
12 done by requiring the utility to conduct a conpetitive
13 solicitation in which nultiple resources are able to

14 conpete to provide the identified resource need.

15 Anmong ot her problens with this approach, it

16 doesn't lend itself to consideration of a portfolio of
17  diverse resources, including, and this is of tremendous
18 inportance to CCEBA, ones owned and operated by parties
19 other than the utility.

20 One way to link planning to procurement woul d
21 be for the Conmssion to determne through the integrated
22  resource planning process how much and what type of new
23 generation should be procured. Under this approach,

24 which is | think simlar to what's occurring in South
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1 Carolina, investor-owned utilities nust meticul ously and
2 enpirically eval uate resource needs and propose a
3 specific preferred resource portfolio for the Conm ssion
4 to approve, nodify, or reject. That approved resource
5 plan would then presumably define the resources that the
6 utility nmust conpetitively procure.

7 Al ternatively, under all-source procurenent,

8 the IRP process does not initially produce such a

9 prescriptive plan with respect to resource type. And |et
10 me just digress and say for a nonent -- | think Duke

11  points this out in their materials -- all-source

12 procurenment nmeans many things to many people, and so

13 there's not one exact definition of the term so |'m

14 going to describe it as | understand it, which is based
15 heavily on the way it’'s been inplenented in Col orado.

16 So in this approach, the preferred resource

17 portfolio is devel oped through a three-step process.

18 First, the Comm ssion conducts a proceeding to consider
19 the range of potential resource needs and a range of

20  possi bl e assunmptions about key paraneters, such as fuel
21 cost, carbon pricing, capacity factors, stranded asset

22 risks, and denmand-si de managenent penetration.

23 | want to especially underscore this point.

24 Al -source procurenment does not elimnate the need for an
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1 admnistrative proceeding in which nmany of the same
2 issues that confront you in the IRP -- this IRP
3 proceeding nust be litigated. Once that step is
4 conmpleted, the utility conducts a conpetitive
5 solicitation to secure firmpricing for various projects
6 that may be selected for the preferred portfolio.
7 Finally, the utility proposes and the
8 Conmission approves a preferred portfolio based on the
9 determnation of what is nost prudent and reasonable in
10 light of the bid prices, the risk presented to
11 ratepayers, and any other applicable policy goals. Al-
12 source procurenment directly links the planning and
13 procurenent processes and ensures that the nost cost-
14  effective option for meeting the resource need is
15 selected.
16 You'll note that there were two parts to ny
17 last sentence. The first was | said directly links the
18 planning and procurenent processes. That brings ne to
19 the second key CCEBA point. W strongly believe that
20 absent express legislative direction to the contrary, al
21 utility generation procurement should be directly driven
22 by the planning process. In our view, the IRP should not
23  be a paper exercise, but should lead directly to
24  conpetitive procurenment of generation resources. This
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1 position is consistent with the reconmendations of the
2  NERP Conpetitive Procurenent Subcommttee report, or the
3 commttee that M. Jirak and | co-chaired.
4 And | et ne just share two rel evant excerpts
5 fromthe subcommttee report which, by the way, | believe
6 we provided as a supporting exhibit to ny conments. Page
7 7 of the report, and this was a consensus position of
8 diverse stakehol ders, including Duke, “In the event that
9 a specific capacity or energy need is identified in any
10 IRP, such need should be filled through an all-source RFP
11 that clearly defines the operational and other
12 characteristics of the needed resource, absent any unique
13 circunstance.” That's the end of the quote.
14 As an aside, it’'s inportant to note that the
15 report referred not just to capacity needs, that is,
16 where demand exceeds supply and new resources are needed
17 for that basis, but also to energy needs, which is to say
18 where there is a nore -- potentially nore cost-effective
19 or less risky way to supply energy to customers over the
20  planning period.
21 And then skipping to the next recommendation in
22 our report which deals with the topic you' ve just
23  finished covering, |'maquoting again, “If determned to
24  be reasonable as part of an IRP, the Conm ssion should
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direct the utility to conduct one or nore all-source RFPs
to assess whether particular coal units can be retired in
a cost-effective manner” -- skipping a parenthetical --
“through the procurement of replacement generation.”

The second part of my earlier sentence was
“ensuring that the nost cost-effective option for meeting
the resource need is the one selected.” All-source
procurement hel ps achieve this goal by opening the
procurenment process to generation providers other than
the investor-owned utility.

As you know, in regul ated generation narkets,
custoners typically are made to bear the construction and
operating risk associated with generation resources owned
by the monopoly utility. [It's the rare occasion when
regulated utilities are not allowed to recover from
ratepayers nmost of the inpact of construction delays and
cost overruns. In addition, regulated 10QUs typically
continue to recover generation plant cost regardless of
their operating perfornance.

By contrast, where energy and capacity are
provi ded by independent power producers such as our
menbers, they're not -- they, not the ratepayers, bear
all these risks. Specifically, IPPs get paid only for

the energy they actually produce and deliver. |[If they
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1 fail to deliver, they |ose revenue. That's not true for
2 10U,

3 Anot her inportant issue is what the ownership
4 and cost recovery nodel is for any conpetitively procured
5 resources. Under CPRE no procured renewabl e generation
6 resources are rate based, which would mean that the

7 utility would be allowed the full capital cost, recovery
8 of the full capital cost of the resource, plus an

9 approved rate of return recovered over the useful life of
10 the asset.

11 Rather, there are two alternative forms of cost
12 recovery. The first is for the utility to purchase power
13 froman independent power producer, such as ny conpany,
14 pursuant to a contract for a termof years. The second
15 is for the utility to act as a market participant that

16  conpetes and recovers cost just like an IPP, that is,

17  through defined production revenues for a defined period
18 of tinme.

19 CCEBA bel i eves CPRE has served ratepayers wel |
20 and is an excellent approach to procurenent and cost

21 recovery. However, it’s well known that Duke and ot her
22 utilities would prefer to be able to own in rate base new
23 renewabl e generation resources, and House Bill 951, as
24  passed by the House, would nmodify CPRE to allow it to do
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1 so. It remains to be seen what, if anything, on this
2 issue wll be enacted into | aw and whet her the
3 Legislature will assign any role to the Commssion in
4  deciding appropriate ownership splits, so | don't intend
5 to say any anything about that issue here, but if such a
6 statutory change is nmade, CCEBA believes that any
7 resource to be rate based and resources to be rate based
8 have to be separately -- should be separately procured
9 fromPPA resources. That's because it's difficult to
10 conpare the cost of utility-owned rate base assets whose
11 full cost plus an authorized rate of return is recovered
12 over the useful l[ife of the asset, to independently owned
13 assets that contract to sell energy capacity for a
14 defined termthat is shorter than the facility's full
15 useful life.
16 In order to make such a conparison, a so-called
17 termnal value nust be attributed to the independently
18 owned asset for the remainder of its useful life after
19 the initial contract period. That presents severa
20 problens. As an initial matter, it's far fromcertain
21 that the IPP will even seek to sell its output to the
22 utility after the initial contract period, which as you
23 know for CPRE has been 20 years. MNarket opportunities
24 for IPPs in 20 years may be dramatically different from
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1 what they are today. That aside, calculating the
2 termnal value is highly speculative and a controversi al
3 proposition. As a result, the NERP subcommttee
4  recomrended that PPA resources and utility-owned
5 resources be separately procured, not procured in
6 conpetition with each other. As | nentioned, CCEBA
7 supports this approach, and | believe Duke does as well.
8 There’'s al so a conmpelling case to be nade that
9 isin other states such as Virginia, Mchigan, and
10 Colorado, any utility owned and rate based assets shoul d
11  be conpetitively procured through a build/own transfer
12 nodel under which independent third parties convey assets
13 to the utility at commercial operation potentially
14 somewhere earlier in the cycle. In addition to the
15 direct cost benefits of this approach, there very well
16 may be -- tax benefits could be possible to convey at
17 some later point intim and still realize those -- fully
18 utilize the tax benefits.
19 Finally, let me offer a few thoughts with
20 respect to the questions posed by the Conmssioninits
21  Order scheduling this technical conference. |[|’ve already
22 generally described how an al | -source procurement process
23  mght work. As to who should be involved in creating and
24 admnistering that process, CCEBA strongly favors a
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process that is established and overseen by the

Conm ssion as part of the integrated resource planning
process rather than one that is separately adm nistered
by the utility.

As with CPRE, there is a need to involve an
I ndependent adm ni strator or independent evaluator in the
procurenment process, the latter, in our view, being
acceptable if the utility and its affiliates are not
conpeting agai nst independent market participants.

CCEBA supports the Conm ssion's adoption of
rul es governing all sorts of procurenent, which could
potentially allow such a process to be utilized in
conjunction with Duke's 2022 IRP submttal. As stated
above, CCEBA also believes it’'s essential that any such
process not delay or otherwise interfere with additional
renewabl es procurement under 62-110.8 subject, again, to
any nodification of that statute that may be nade by
| egi slation this session.

Wth regard to statutory authority and the need
for new | egislation on these subjects, another question
you posed, |’ve not conducted a thorough review of
Chapter 62 with this issue in mnd, but 1'd share the
follow ng prelimnary opinions.

First, the Conm ssion has very broad powers
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1 under GS. 62-30 to “supervise and control” public
2 utilities as it deems necessary.
3 Second, as you know, G S. 62-110.8, as
4 currently witten, already provides for the conpetitive
5 procurenent of renewable resources, with the Conm ssion
6 having the authority to determ ne what procurenent should
7 berequired after this year. | don’t see any reason why
8 the Commission, in exercising that authority, couldn't
9 require that the need and cost effectiveness of
10 additional renewables be based on an all-source
11 procurenent process.
12 Next, | think the Conm ssion clearly has the
13 authority under current law to deny a CPCN application by
14 a wutility if the utility has not denonstrated the
15  prudence of the proposed facility by showing that it has
16 prevailed in an all-source conpetitive procurenment
17  process.
18 Finally, | believe that under current |aw the
19  Commi ssion can disallowrecovery of the cost of the
20 continued operation of existing fossil fuel plants unless
21 the utility dermonstrates through conpetitive procuremnment
22 that there is not nore -- are not nore cost effective
23 alternatives for ratepayers.
24 As with any formof all-source procurenent

Advantage Court Reporting
919.803.7486

OFFICIAL COPY

Oct 27 2021



E100, Sub 165 Technical Conference -- Volume 2 Page: 108
1 under any of these scenarios, the Conm ssion woul d need
2 to establish applicable assunptions with respect to the
3 paraneters | mentioned earlier, fuel cost, carbon
4 pricing, capacity factors, and stranded asset risk.

5 In closing, et ne comrend to you the Rocky

6 Muntain Institute’s 2020 report entitled How To Build

7 Cean Energy Portfolios, A Practical Guide to M xed

8 Generation Procurenent Practices. | apologize that |

9 didn’t think to submt a copy in advance, but 1'd be

10 happy to do so after today.

11 The report contains a wealth of information

12 about conpetitive procurenents around the country and

13 analysis of best practices, and enphasized three things
14  that |’'ve touched on in nmy comments, the benefits of

15 linking planning and procurenent, the need to design a
16 systemfor the procurenent of portfolios of resources,
17  not just individual generation units, and the inportance
18 of considering not just short-termcost, but |ong-term
19 risk to ratepayers, what RM and others refer to as a

20 least-regrets analysis. And | believe, Conm ssioner

21 Codfelter, you nay already be famliar with this report
22 since you received a thank you in the acknow edgenent

23 section.

24 | also want to say in closing that in order to
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1 accommodate ny schedule, | am preceding John Wl son, but
2 | do want to say that CCEBA is very supportive of M.

3 WIlson's views on these matters. He's a |eading national
4  expert on this subject. And |I'msorry that | wasn't able
5 to follow himand have the benefit of hearing what he had
6 tosay first, but I think it's very likely that we woul d

7 agree on nost issues.

8 So thank you, again, for the opportunity to

9 share these thoughts. [|'d be happy to answer any

10 questions.

11 COW SSI ONER CLODFELTER:  Thank you, M.

12 Levitas. Let’'s see. Are there questions from Conm ssion
13 Staff?

14 MR, McDOAELL: Conmi ssioner Codfelter, | do

15 not have any questions.

16 COW SSI ONER CLCDFELTER: Al right. Thank

17 you. We'Il turn to the Conm ssioners. Conm ssioner

18  Brown-Bl and?

19 COW SSI ONER BROAN- BLAND:  No questions for M.
20  Levitas.

21 COW SSI ONER CLODFELTER: Al right.

22  Comm ssioner Gay?

23 COW SSI ONER GRAY:  No questions, but thank M.
24  Levitas for his presentation.
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1 COMM SSI ONER CLCDFELTER:  Chair Mtchel | ?
2 CHAIR M TCHELL: Just one question. And M.
3 Levitas, you've explained this in your remarks, but |
4 want you to do it again just for ny benefit. Explain the
5 linking -- explain how the all-source RFP would work in
6 conjunction with the planning process, how do the two go
7 together?
8 MR. LEVITAS: So as | mentioned, | favor the
9 Colorado nodel, and that is -- it is a, by definition,
10 integrated process of planning and procurement. And so
11  in the first phase of the process, the Conm ssion does
12 two things. It considers generally what it’'s trying to
13 solve for with respect to resource needs, which may be
14 contingent on the prices that are obtained through the
15  procurenent process. So the Conm ssion may say we think
16 it mght make sense to retire these coal plants, we're
17  not exactly sure what pricing we'll get and whether we
18 w | actually save noney for ratepayers, but we have
19  enough reason to think that -- that the market would
20 support the transition, so we're going to go out into the
21 market and get pricing with the goal of procuring new
22 resources and retiring ol d ones.
23 As | mentioned, the other thing that has to
24 happen in that first phase of the proceeding is the
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1 Conmssion, through a -- typically through a litigated
2 process or settlenent, would have to have sonme way of
3 establishing the paraneters or certain assunptions to be
4 fed into the portfolio developnent. A particularly
5 obvious exanple of that is what assunption is nmade about
6 gas prices, because the procurement that you' re going to
7 do wth respect to a gas plant is going to be for the
8 capital cost. It’s not going to be for firmgas pricing.
9 Soif you're comparing, say, gas to solar plus storage,
10 you're going to need to know about the -- you're going to
11 need to make an assunption about what it’'s going to cost
12 you to run that gas plant. Simlarly, with respect to
13 the solar and the storage, you' re going to have to nake
14 an assunption about its capacity factor and how nmuch it
15 operates in order to -- for those resources to be
16  conpared.
17 So all that happens in the first phase. Then
18 the utility goes into the marketplace and conducts an
19 RFP. It gets real bids back that are going to lead to
20 real awards, assum ng the Conmm ssion approves the plan,
21 and then the utility in conjunction, what | mentioned,
22 wth an independent eval uator, would prepare a proposed
23 portfolio that is based on a conbination of the
24 assunptions that the Conm ssion has approved and the
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1 market pricing that it’s obtained through the conpetitive
2 solicitation and then present that portfolio to the
3 Commission for approval. And assum ng the Conm ssion
4 approves it, the utility would enter into contracts with
5 the parties that have been identified in the RFP, and it
6 would contract to procure those resources.

7 CHAIR M TCHELL: So just to follow up there,

8 froma timng perspective, though, | nean, you know, the
9 |IRP has been a long -- you know, it's a forward-I| ooking
10 process. W go out 15 years. So is the procurenent that

11 you're -- of which you speak, is it a long-term-- |

12 mean, are we |ooking 15 years out? Are we solving for

13 the nost -- for the first need identified in Phase 1?

14 Hel p me understand the tim ng.

15 MR LEVITAS: That's a really good question,

16 and | believe one of the earlier wtnesses tal ked about
17 this timng issue. And, obviously, the -- | think M.

18 Snider testified that the new resources have to be

19  procured on a schedule that would allow the existing

20 resource to be retired, so that's the first thing. But |
21 think nore directly to your question, Chair Mtchell, the
22 - these procurements would occur in tranches or stages.
23 So you may do a 15-year plan that gives you a long-term
24 projection of what the likely needs are, but the actual
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1 all-source procurement would be based on sone definition
2 of near-term needs.

3 So if you said, okay, what we're trying to take
4 alook at is retiring Roxboro, and so we’'re going to | ook
5 at a portfolio of resources to replace that plant by 2026
6 or sone date, that's all you woul d be doing in that

7 initial procurement. And you would have a series of

8 procurenents. It mght be possible that there would be

9 nore than one round comng out of a single | RP proceeding
10 if you're having biennial |IRP proceedings, or it may be
11 that the way to think about it is that every two years

12 you're having a procurenent that is driven by the nost

13 up-to-date IRP process. But you would not be commtting
14  at day one to procurenment of all of the resources that

15 were projected to be needed over a 15-year period.

16 CHAIR M TCHELL: Okay. That's helpful. Thank
17  you for that.

18 COW SSI ONER CLCDFELTER:  Anything further?

19 CHAIR M TCHELL: ( Shakes head negatively.)

20 COW SSI ONER CLCDFELTER:  Conmi ssi oner Duffley?
21 COWM SSI ONER DUFFLEY:  So thank you, M.

22 Levitas, for your presentation. | just had a follow up
23 question to Chair Mtchell’s question. In this type of
24  scenario where you woul d be doing it every two years, and
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we heard M. Snider talk about, you know, a tine frame
that he thought that the need naybe in the 24/’ 25 tine
frame was going to be pushed out, how -- | mean, how has
Col orado dealt with that, or has anyone dealt with that

I f you set up a procurement process and the need does not
materialize?

MR LEVITAS: | can’t say that | have direct
experience with that situation. | think, you know, if it
Is the case that Governor Cooper’'s decarbonization goals
becone the |aw of the state, it will not be possible to
| npl enent those goal s w thout regular procurements
occurring alnmost every year. And so we' || see, you know,
what happens in the Legislature. | don't want to
specul ate about that. But -- and by the way, | should
al so mention there's federal |egislation pending that
could also be a driver for this.

So if there is any sort of external driver with
respect to -- specifically with respect to
decar boni zation, that is going to create a new type of
need, so the need is not just from you know, does the
supply neet the demand. It is we've got an established
policy goal in the state, and we have to systematically
go about inplenenting and achieving it.

COWM SSI ONER DUFFLEY:  Gkay. Thank you. And

Advantage Court Reporting
919.803.7486

OFFICIAL COPY

Oct 27 2021



E100, Sub 165 Technical Conference -- Volume 2 Page: 115
1 so that would -- that would go along with we're going to
2 retire this certain coal unit at this certain tine, and
3 that’'s where you kind of see the -- this type of
4 procurenent requirenment?

5 MR LEVITAS.: That's right.

6 COW SSI ONER DUFFLEY: Okay. Thank you for

7 that. | don’t have anything further

8 COW SSI ONER CLCDFELTER:  Thank you

9  Commi ssioner Hughes?

10 COW SSI ONER HUGHES: Yes. | have a question
11  about just transm ssion cost and interconnection cost.
12 You know, | know how we’'re doing it with the CPRE, but
13 just moving forward with your approach, who woul d bear
14  the risk of transm ssion costs that, say, cone in nuch
15  higher than, you know, the original proposal? It seens
16 like you could lock in -- | mean, you could lock in the
17  generation cost, but then the transm ssion cost just

18 seenmed to be a noving target often

19 MR LEVITAS: Right. Well, | guess the first
20 thing that | would say is that where you do have an

21 external policy driver, particularly with respect to

22 carbon, or for that matter if you had a need with respect
23 to systemreliability, if you have a firmneed, that is,
24 you've got to have new generation either because you've
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1 got a plant that's got to be retired and you've got to
2 replace it, or because you have an environmental policy
3 goal that has to be achieved under state or federal [|aw,
4 then, you know, absent some off-ranp that says you don’t
5 have to do it under certain circunstances, then it’'s
6 necessary to achieve the goal, and the objective is how
7 do you achieve it in the least cost way and the | east
8 risky way, the least regrets way.

9 And you're absolutely right, Comm ssioner

10  Hughes, that transm ssion costs are the unknown, the

11  question mark. The cost of generation is continuing to
12 go down. That's not the obstacle that we face in, you
13 know, our energy future. It is transm ssion cost and
14 upgrade cost.

15 You know, | think that what -- you know, what
16 woul d expect woul d happen is that if you have an

17 identified portfolio and you have not -- and the

18 transm ssion or upgrade cost, interconnection cost of
19 that portfolio have not been fully studied and fully

20 evaluated, that you may want to have that be a

21 contingency. In other words, | nean, in an ideal world
22  the decision about the portfolio would be nade when those
23 costs are fully known. And I'd need to think about it
24  further, but | don't think that it’s inpossible to do
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1 that.
2 | don’t think in CPRE to date we’ve seen a |ot
3 of shift in transmssion cost fromthe time awards were
4 made until the time the contracts were signed. There's
5 certainly the potential for that to occur, but | think
6 the short answer to your question is in an ideal world
7 the selection of the preferred portfolio would be nade
8 after the costs were known so you woul dn’t have that risk
9 of cost increases.
10 COW SSI ONER HUGHES: (kay. | appreciate that.
11  No further questions.
12 COW SSI ONER CLCDFELTER:  Conmi ssi oner
13 MKissick?
14 COW SSI ONER MeKI SSICK: Thank you,
15 Commi ssioner Clodfelter. Just one question. You' ve
16  spoken of Colorado. How longstanding is this experience
17 in Colorado, and what's the track record been |ike?
18 MR LEVITAS: | believe M. WIson can speak to
19 that in detail, and it's certainly discussed in detail in
20 the Rocky Muntain Institute report | mentioned. M
21 recollection and ny belief is that there was a -- they’ve
22  been sort of working on inplenenting this for the better
23 part of a decade, but the really successful detailed,
24  fully flushed out version of this they may have only done
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1 once. | think it started in 2016 and concl uded around

2 2019, if I’mremenbering correctly.

3 | can tell you that it was wildly successful.

4  They had a huge nunber of bids. The pricing that cane in

5 was incredibly attractive and resulted in significant

6 savings for ratepayers.

7 COW SSI ONER McKI SSICK: - Thank you. No further

8 questions.

9 COW SSI ONER CLCDFELTER: M. Levitas, | want
10 to ask you one question that's really rolling around in
11  ny head, and so | want to get your help with how | should
12 think about this.

13 You, in your presentation, urged the Conm ssion
14 not to delay continued rounds in the CPRE process under
15 the existing statute after the end of a 45-nonth period,
16 not to delay that waiting for a nuch larger all-source
17  procurenent, but continue to let that nodel continue to
18 operate. And so this is the question that's rolling

19 around in ny head. The statute that authorizes the

20 Comm ssion to continue that programsays we are to base
21 that continuation upon the showi ng of need in the

22 utility's nost recent integrated resource plans. And so
23 | look at the integrated resource plans on file and

24 currently under consideration, and in the base case

Advantage Court Reporting
919.803.7486

OFFICIAL COPY

Oct 27 2021



E100, Sub 165 Technical Conference -- Volume 2

Page: 119

© 00 N o o B~ W N

N D NN N R R R R R R R R R
5 W N P O © 0O N O o N~ W N -, O

wi t hout carbon, no new renewabl e resources are
economcally selected. Al the additional renewable
resources are |egacy resources from PURPA or fromthe
exi sting CPRE programor the South Carolina procurenent
program So what’'s ny basis of need if I'"mgoing to say
the base case is the reasonable planning case? Wat is
the need if it is shown for another round of CPRE
procurenent ?

MR LEVITAS. Wll, thank you for that
question, Conmm ssioner Codfelter. The first thing |
woul d say again is that this deck nmay get reshuffled by
the Legislature, and we’' Il see where that |ands, so we
should be mndful of that. But in the absence of
| egi slation, ny response would be, well, first of all,
that | do think that given how far along you are with
this IRP process, that it would nake sense to conplete
this IRP cycle for the purpose of making that decision.
So that's the first thing. So -- and maybe that’'s what
you envision. |'mnot sure. The last IRP is several
years old. You're well into a current |IRP process. So
that’s the first thing I would say.

| f you shoul d decide to accept the base case
scenario and then identify no need, then it may well be

that you woul d not be inclined, naybe don't have the
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1 authority to order additional renewables procurement, as
2 | suggested. Inplicit in my reconmrendation is, you know,
3 the positions and testinmony that you have received from
4 us and others that the base case is not the appropriate
5 scenario and that -- and as the South Carolina Conm ssion
6 has found is not the appropriate scenario and is
7 reflected in Duke's resubmttal in South Carolina, so
8 there -- ny -- | don't want to get into litigating those
9 issues, but there are certainly nultiple pathways in

10 front of you that could lead you to a different

11 concl usi on.

12 COW SSI ONER CLCDFELTER:  Thank you for that.
13 | won't press you further onit. | just want you

14 thinking about the same question that we’'re rolling

15 around in our head. And to the extent you have thoughts
16 to share, we are interested in hearing. Thank you.

17 That's all | have. And | believe, M. Burns,
18 that's going to conclude with M. Levitas; am| correct?
19 MR. BURNS. Yes, sir.

20 COW SSI ONER CLODFELTER: Ckay. | tell you

21 what, given the hour, and we’'ve -- the Chair has had to
22 leave us already, so rather than start anything new,

23 we’' |l break for the day. Thank everybody for a very

24 efficient and well-organized day. |'mlooking forward to
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1 arepeat tomorrow. So we'll be back tonorrow norning at
2 9:30aam And remind me again, who is to be up next?

3 MR. BURNS: It will be the SACE Intervenors
4 wth the witness that is M. WIlson, John WI son.

5 COW SSI ONER CLODFELTER:  Very good. 9:30 a.m

6 tonorrow. Check in in advance, nmake sure you have no

7 technol ogy problens, and we' Il resune at 9:30. Take

8 care.

9 (The technical conference was recessed, to be
10 continued on Cctober 1, 2021, at 9:30 a.m)
11
12
13
14
15
16
17
18
19
20
21
22
23
24
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