DUKE ENERGY CAROLINAS

Oneray.  OFFICIAL COPY  ooovisas

Carolinas

Mailing Address:
ECO3T { PO Box 1006
Charlotte. NC 2820(-1006

LARA SIMMONS NICHOLS
Associate General Counsel
704.382.9960 OFFICE
704.382.4494 FAX
lara.nichols@duke-anergy.com

August 31, 2009 FILED
SEP  { 2003

Clerks iika
N.C. Utilites Cormrmission

VIA OVERNIGHT MAIL

Ms. Renne C. Vance, Chief Clerk
North Carolina Utilities Commission
4325 Mail Service Center

Raleigh, North Carolina 27699-4325

RE: Duke Energy Carolinas’ 2009 Integrated Resource Plan
and 2009 REPS Compliance Plan
Docket No. E-100, Sub 124

Dear Ms. Vance:

Pursuant to N.C. gen. Stat. § 62-133.8 and Commission Rules R8-60, R8-62(p)
and R8-67, I enclose the 2009 Duke Energy Carolinas Integrated Resource Plan (“IRP”)
and 2009 Renewable Energy and Energy Efficiency (“REPS”) Compliance Plan for ﬁlmg
in connection with the referenced matter.

The 2009 Duke Energy Carolinas IRP contains certain confidential information
(portions of the tables on page 113). The 2009 REPS Compliance Plan contains certain
confidential information concerning acquisition of renewable resources. Accordingly, 17
complete copies of the 2009 IRP and 2009 REPS Compliance Plan are being filed under
seal and should be treated confidentially pursuant to N.C. Gen. Stat. §132-1.2 and
protected from public disclosure. In addition, Appendix E of the Annual Plan contains
Duke Energy Carolinas' most recent FERC Form 715. Because the FERC Form 715

contains critical energy infrastructure information that should be kept confidential and

non-public, Duke Energy Carolinas is also filing it under seal and requests that the
Commission treat this information as confidential and protect it from public disclosure.

I also enclose 14 public versions of the 2009 IRP and 2009 REPS Compliance
Plan for filing with the Commission. The confidential information has been redacted
from these public versions. The Company will provide a copy of the confidential
information to parties to this proceeding upon execution of an appropriate confidentiality
agreement with Duke Energy Carolinas.

Y (memg

www.duke-energy.com


mailto:lara.nichofs@duke-energy.com

Thank you for your attention to this matter, Please let me know if you have any
questions.

Sincerel y,

Lara Slmmons
pa
Enclosures

cC: Parties of Record



CERTIFICATE OF SERVICE

DOCKET NO. E-100, SUB 124

I hereby certify that a copy of the Duke Energy Carolinas 2009 Annual Plan and 2009
REPS Compliance Plan was mailed, first-class, postage prepaid, to each of the following:

Antoinette R. Wike, Chief Counsel
Public Staff — N. C. Utilities Commission
4326 Mail Service Center

Raleigh, NC 27699-4326

Robert F. Page

Crisp, Page & Currin, LLP
4010 Barrett Drive, Suite 205
Raleigh, NC 27609-6622

Richard M. Feathers, Assoc. General Counsel
NC Electric Membership Corporation

P O Box 27306

Raleigh, NC 27611-7306

D. Michael Parker
P O Box 100
Hillsborough, NC 27278

Larry Leake
P O Box 451
Marshall, NC 28753

Len S. Anthony, Deputy General Counsel
Progress Energy Carolinas, Inc.
Regulatory Affairs/ PEB 17A4

P O Box 1551

Raleigh, NC 27602-1551

Joe Satterfield, Manager
Blue Ridge Mountain EMC
POBox9

Young Harris, GA 30582

City Manager

City of Concord

P O Box 308

Concord, NC 28026-0308

Lisa S. Booth / Horace Payne

Dominion Resources Services, Inc./Law Dept-RS-2
P O Box 26532

Richmond, VA 23219-6532

Leonard G. Green, Assistant Attorncy General
Attorney General's Office, Utilities Section

P O Box 629

Raleigh, NC 27602-0629

Ralph McDonald

Bailey and Dixon, L.L.P.
P O Box 1351

Raleigh, NC 27602

Joseph Eason & Christopher J. Blake
Nelson Mullins Riley & Scarborough, LLP
P O Box 30519

Raleigh, NC 27622-0519

Debbie W. Harden

Womble Carlyle Sandridge & Rice, PLLC
One Wachovia Center, Suite 3500

301 South College Street

Charlotte, NC 28202-6025

John D. Runkle
Attomey at Law

P O Box 3793

Chapel Hill, NC 27515

Bemnard L. McNamee

McGuire Woods, LLP (for Dominion)
One James Center, 901 East Cary Street
Richmond, VA 23219-4030

Craig A. Conrad, Exec. VP & General Manager
Carteret-Craven EMC

P O Box 1490

Newport, NC 28570-1490

Mayor Rick Coleman
Town of Dallas

210 North Holland Street
Dallas, NC 28034

Gregory C. Locke

Electricities of North Carolina, Ine.
1427 Meadow Wood Blvd.
Raleigh, NC 27604



Edward Niblock

Fibrowatt, LLC

One Summit Square, Suite 200
1717 Langhorme-Newton Road
Langhorne, PA 19047

Jimmy Maney, City Manager
City of Kings Mountain

101 West Gold Street

P O Box 429

Kings Mountain, NC 28086

Larry Kernea, General Manager
Murphy Electric Power Board
Box 1009

Murphy, NC 28906

Rick Presnell, General Manager
New River Light & Power Company
PO Box 1130

Boone, NC 28607

Tracy Kimbrell & Henry Campen, Jr.

Parker Poe Adams & Bernstein, LLP

150 Fayetteville Street Mall, Suite 1400

Raleigh, NC 27602

W. Mark Griffith

Poyner Spruill LLP

P O Box 1801

Raleigh, NC 27602-1802

Joseph H. Joplin, General Manager
Rutherford EMC

186 Hudlow Road

P O Box 1569

Forest City, NC 28043-1569

Mayor Warnie Bishop
Town of Enfield

P O Box 699

Enfield, NC 27823

Mayor Dolan Atkinson
Town of Lucama

111 South Main Street
Lucama, NC 27851

Mayor J. Vines Cobb, JR.
Town of Pinetops

P Q Drawer C

Pinetops, NC 27864

Charles H. Guerry, Exec. Vice President
Halifax EMC

P O Box 667

Enfield, NC 27823-0667

Andrea Kells

McGuire Woods, LLP

2600 Two Hannover Square
Raleigh, NC 27601

Kurt Olson/Staff Counsel & Rosalie Day/Palicy Director
N C Sustainable Energy Association

P O Box 6465

Raleigh, NC 27628

Kevin O’Donnell, CFA

Nova Energy Consultants, Inc.
1350 SE Maynard Road, Suite 101
Cary, NC 27511

Michael S. Colo

Poyner & Spruill LLP

P O Box 353

Rocky Mount, NC 27802-0353

Steve Blanchard, General Manager

Public Works Commission, City of Fayetteville
P O Box 1089

Fayetteville, NC 28302-1089

Mayor Howard Moore
Town of Black Creck
POBox 8

Black Creek, NC 27813

Mayor James W. Gibson
Town of Forest City

P O Box 728

Forest City, NC 28043

Mayor Mike Keel

Town of Macclesfield

P O Box 185
Macclesfield, NC 27852

Mayor William H. Edmunson
Town of Stantonsburg

PO Box 10

Stantonsburg, NC 27833



Mayor Gavin A. Brown
Town of Waynesville

P O Box 100
Waynesville, NC 28786

Mayor Robert B. Spivey
Town of Windsor

P O Box 508

Windsor, NC 27983

David J. Falls, Manager
Tri-State EMC

Box 68

McCayesville, GA 30555

This the 31" day of August, 2009.

William P. Whisnant, Town Manager
Town of Winterville

2571 Railroad Street

P O Box 1459

Winterville, NC 28590

Town of Highlands
P O Box 460
Highlands, NC 28741

Associate Gener unsel

Duke Energy Corporation

P. O. Box 1006 (EC03T)

Charlotte, North Carolina 28201-1006
704.382.9960 phone
lara.nichols@duke-energy.com



OFFICIAL COPY

Mo Eneray.
The Duke Energy Carolinas
Integrated Resource Plan
(Afnnual Report) s; ,ﬂ I;;;D
£-100, dot1ad RNy

September 1, 2009




TABLE OF CONTENTS
ABBREVIATIONS . . . . . ... .. ... .. o o
FORWARD . .. . . .. . e
EXECUTIVESUMMARY. . . . . . . . . o oo

LINTRODUCTION . . . . . . . . et e et
II. DUKE ENERGY CAROLINAS CURRENTSTATE . . . . . ... ... ..
Overview . . . . . . . . e e e e
Existing Generation PlantsinService . . . . . . .. ... ... .. ..
FuelSupply . . .. . .. .. . . . ..
Renewable Energy Initiatives . . . . . . . ... ... ... ......
Current Energy Efficiency and Demand Side Management . . . . . . .
Wholesale Power Sales Commitments. . . . . .. .. .. .......
Wholesale Purchase Power Agreements . . . . . . ... ........
Planning Philosophy with regard to Purchased Power . . . . . . . . ..
Legislative and Regulatory Issues . . . . . . ... ... ... .....
[1I. RESOURCE NEEDS ASSESSMENT (FUTURESTATE) . . . . ... ...
LoadForecast. . . . . . . . ... .. .. . . ... .. ...
Changes to Existing Resources . . . . . . . ... ... ... .....
Load and Resource Balance . . . . . ... ... .. .........
IV. RESOURCE ALTERNATIVES TO MEET FUTURE ENERGY NEEDS . .
V. OVERALL PLANNING PROCESS CONCLUSIONS . . .. .. ... ..
APPENDICES. . . . . . . . . . e e e e e e
Appendix A: Quantitative Analysis. . . . . . . . ... ...
Appendix B: Duke Energy Carolinas Spring 2008 Forecast . . . . . . .
Appendix C: Existing Energy Efficiency and Demand-Side
ManagementPrograms . . . . .. ... .. .. ........
Appendix D: Supply-Side Options Referenced In The Plan. . . . . . . .
Appendix E: 2009 FERCForm715. . . . . . .. ... .. .. ....
Appendix F: Cross Reference Table for
IRP Regulatory Requirements . . . . . ... ... ...

OO e A



2009 Integrated Resource Plan — abbreviations
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Environmental Protection Agency EPA
Federal Energy Regulatory Commission FERC
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Heating, Ventilation and Air Conditioning HVAC
Integrated Gasification Combined Cycle IGCC
Integrated Resource Plan IRP
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Maximum Achievable Control Technology MACT
Nantahala Power & Light NP&L
NC Depariment of Environment and Natural Resources NCDENR
NC Green Power NCGP
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FORWARD

The Duke Energy Carolinas 2008 Integrated Resource Plan (IRP) (Docket No. E-100, Sub
118), filed November 3, 2008 and updated April 29, 2009 was the first biennial report under
the revised Commission Rule R8-60.

Commission Rule R8-60 Appendix A subparagraph (h) (2) requires by September 1 of each
year in which a biennial report is not required to be filed, an annual report to be filed with the
Commission containing an updated 15-year forecast of the items described in R8-60
subparagraph (c) (1), as well as significant amendments or revision to the most recently filed
biennial report, including amendments or revisions to the type and size of resources
identified, as applicable. The following updates to the 2008 IRP are provided in the Duke
Energy Carolinas 2009 IRP Annual Report.

a)
b)
¢)
d)
€)
f)
2
h)
i)
1)
k)
1)

15-year forecast

Short term action plan

Escalation rates for resource options

Existing Generation Plans in Service

Renewable Energy Initiatives

Energy Efficiency and Demand Side Management peak and energy impacts
Wholesale Power Sales Commitments

Legislative and Regulatoty Issues

Fundamental fuel, energy, and emission allowance prices
Generating units projected to be retired

Load and Resource Balance

Changes to existing and future resources

m) Overall planning process conclusions incorporating a) through 1) above



EXECUTIVE SUMMARY

Duke Energy Carolinas (Duke Energy Carolinas) or (the Company), a subsidiary of Duke
Energy Corporation, utilizes an integrated resource planning approach to ensure that it can
reliably and economically meet the electric energy needs of its customers well into the future.
Duke Energy Carolinas considers a diverse range of resources including renewable, nuclear,
coal, gas, energy efficiency (EE), and demand-side management (DSM)' resources. The end
result is the Company’s Integrated Resource Plan (IRP) or Annual Plan.

Consistent with the responsibility to meet customer energy needs in a reliable and economic
manner, the Company’s resource planning approach includes both quantitative analysis and
qualitative considerations. Quantitative analysis provides insights on future risks and
uncertainties associated with fuel prices, load growth rates, capital and operating costs, and
other variables. Qualitative perspectives such as the importance of fuel diversity, the
Company’s environmental profile, the stage of technology deployment, and regional
economic development are also important factors to consider as long-term decisions are
made regarding new resources.

Company management uses all of these perspectives and analyses to ensure that Duke
Energy Carolinas will meet near-term and long-term customer needs, while maintaining
flexibility to adjust to evolving economic, environmental, and operating circumstances in the
future. The environment for planning the Company’s system continues to be the most
dynamic in Duke Energy Carolinas’ 100-year-plus history. As a result, the Company
believes prudent planning for customer needs requires a plan that is robust under many
possible future scenarios. At the same time, it is important to maintain a number of options
to respond to many potential outcomes of major planning uncertainties (e.g., federal
greenhouse gas emission legislation).

Planning Process Results

Duke Energy Carolinas’ resource needs increase significantly over the 20-year planning
horizon even after incorporating the impact of the current recession to forecasted load. The
Buck and Dan River combined cycle units along with the EE and DSM programs will fulfill
this need through 2015. However, even if the Company ful]iy realizes its goals for EE and
DSM, the resource need grows to approximately 5,500 MW* by 2029. This IRP outlines the
Company’s options and plan for meeting the long-term need. The factors that influence
resource needs are:

o Future load growth projections;

* Reduction of available capacity and energy resources (for example, due to unit
retirements and expiration of purchased power agreements); and

e A 17 percent target planning reserve margin over the 20-year horizon.

' Throughout this IRP, the term EE will denote conservation programs while the term DSM will denote Demand
Response programs consistent with N.C. Gen. Stat. 62-133.8 and 133.9.

2 This figure does not match the Load and Resource Balance valucs shown on pages 43 duc to inclusion of the
Buck and Dan River CC, old flect CT retirements, additional unscrubbed coal retirements and EE & DSM.



A key purpose of the IRP is to provide management with information to aid in making the
decisions necessary to ensure that Duke Energy Carolinas has a reliable, diverse,
environmentally-sound, and reasonably-priced portfolio of resources as these resources are
needed over time. In order to focus upon near term decisions that are required over the next
year or two, the analysis focuses on the near-term resource needs (from the present until
2015) and the time frame in which new nuclear capacity could be in place. There is
sufficient time in later IRPs to focus on specific peaking resources needed for the 2015-2020
timeframe.

As approved by the North Carolina Utilities Commission (NCUC) and the Public Service
Commission of South Carolina (PSC SC), Duke Energy Carolinas is conducting project
development work to evaluate the addition of the proposed William States Lee, 111 Nuclear
Station in Cherokee County, South Carolina. The analysis of new nuclear capacity contained
in the IRP focuses on the impact of various uncertainties, such as load variations, nuclear
capital costs, the impact of greenhouse gas legislation, fuel prices, and the availability of
options such as federal loan guarantees that can help reduce the costs to customers for this
greenhouse gas-emission free base load resource.

With regard to the timeframe for new nuclear capacity, the IRP analysis provided three key
insights: 1) inclusion of new nuclear capacity in the Company’s portfolio of resources results
in lower costs to customers (in net present value of revenue requirements) than portfolios
without new nuclear capacity; 2) a regional partnership approach, allowing Duke Energy
Carolinas and other companies to own partial shares of new nuclear units, would provide
additional benefits to customers, if such opportunities arise; and 3) a commercial operation
date (COD) around 2021 for sole ownership of one or two nuclear units by Duke Energy
Carolinas is lower cost for customers than a COD around 2018. In addition, to the
quantitative analysis showing the advantages of a later COD, a later date allows time for the
Company to further explore the development of a regional nuclear strategy and to pursue
legislation needed to minimize the financing costs ultimately borne by customers. The
Company will continue to pursue a Combined Construction and Operation License (COLA)
from the NRC,

Both DSM and EE programs play important roles in the development of a balanced, cost-
effective portfolio. Renewable generation alternatives are also necessary to meet North
Carolina’s Renewable Energy and Energy Efficiency Portfolio Standard (REPS) enacted in
2007. Energy savings resulting from EE programs may also be used in part to meet the
REPS obligations. The Company has also prepared a REPS Compliance Plan as a part of its
resource planning activities.

In light of these analyses, as well as the public policy debate on energy and environmental
issues, Duke Energy Carolinas has developed a strategy to ensure that the Company can meet
customers’ energy needs reliably and economically. Importantly, Duke Energy Carolinas’
strategic action plan for long-term resources maintains prudent flexibility in the face of these
dynamics.



The Company’s accomplishments in the past year and action to be taken in the next are
summarized below:

Continue to seek reguiatory approval of the Company’s energy efficiency plan which
includes a greatly-expanded portfolio of demand-side management and energy
efficiency programs, and continue on-going collaborative work to develop and
implement additional EE and DSM products and services.

» In the first quarter of 2009, Duke Energy Carolinas received approval to

implement its proposed energy efficiency programs in North Carolina and
South Carolina. In addition the Company reached agreement with several
parties, to its North Carolina application for regulatory treatment of the
financial aspects of its proposed energy efficiency and demand response
programs. The NCUC recently conducted a hearing on the regulatory
treatment of the Company’s plans; the PSCSC will conduct such a hearing in
the latter half of 2009.

Continue construction of the 825 MW Cliffside 6 unit, with the objective of bringing

this additional capacity on line by 2012 at the existing Cliffside Steam Station.

License, permit, and begin construction of new combined-cycle/peaking generation.
» Duke Energy Carolinas received the Certificates of Public Convenience and

Necessity (CPCN) from the NCUC for 1,240 MW (total) of combined-cycle
natural gas generation at the Buck Steam Station and the Dan River Steam
Station in June 2008.

Buck combined cycle (CC) project: Since the filing of the 2008 IRP, the
schedule for the Buck CC project has been updated to eliminate the proposed
phase-in of the project from combustion turbine (CT) operation in 2011 prior
to the CC phase. The current plan is for the Buck combined cycle to be
operational by the end of 201!1. Project implementation is underway and
construction is expected to begin by the first quarter of 2010.

Dan River CC project: Since the filing of the 2008 IRP, which reflected the
Dan River CC project available for the summer of 2012, the project schedule
has been updated to reflect a commercial operation date by the end of 2012,
due to the lower forecasted load. This IRP demonstrates the need for the
project for system reliability and the opportunity to reduce project cost
through project synergies with the Buck combined cycle project during this
timeframe. Uncertainties such as load forecast and energy efficiency
accomplishments; however, could impact the ultimate timing of the Dan
River CC project will continue to be monitored and the schedule could be
further adjusted. The air permit application for the project was submitted in
October 2008, with the final permit expected to be received by the end of
2009. Major equipment has been purchased and is scheduled for delivery in
2010 and construction is scheduled to begin the first quarter of 2011.

Continue to preserve the option to secure new nuclear generating capacity.
» The Company filed an application with the NRC for a COLA in December

2007.

» The NCUC and PSCSC approved the Company’s request for approval of its

decision to continue to incur nuclear project development costs.



» The Company will continue fo pursue project development, appropriate
recovery, and evaluation of optimal time to file the Certificate of Public
Convenience and Necessity (CPCN) in S.C.

» The Company will pursue available federal, state and local tax incentives and
favorable financing options at the federal and state level.

» The Company will assess opportunities to benefit from economies of scale in
new resource decisions by considering the prospects for joint ownership
and/or sales agreements.

¢ Continue the evaluation of market options for traditional and renewable generation
and enter into contracts as appropriate.

» PPAs have been signed with developers of solar PV, landfill gas, thermal
resources. Additionally, renewable energy certificates (RECs) purchase
agreements have been executed for, purchases of unbundled RECs from
wind, solar PV, solar thermal and hydroelectric facilities.

» Duke Energy Carolina’s Distributed Generation Solar photovoltaic (PV)
program received regulatory approval from the NCUC to install 10 MW (DC)
of PV generation that will be sited on customers” property.

¢ Continue to monitor energy-related statutory and regulatory activities.



I. INTRODUCTION

Duke Energy Carolinas has an obligation to provide reliable and economic electric service to
its customers in North Carolina and South Carolina. To meet this obligation, the Company
conducted an integrated resource planning process that serves as the basis for its 2009 IRP.,

Integrated resource planning is about charting a course for the future in an uncertain world.
Arguably, the planning environment continues to be more dynamic than ever. A few of the
key uncertainties include, but are not limited to:

» Load Forecasts: How elastic is the demand for electricity? Will environmental
regulations such as greenhouse gas regulation result in higher costs of electricity and,
thus, lower electricity usage? Can a highly successful energy efficiency program
actually flatten or even reduce demand growth? At what pace will recovery from the
current economic conditions affect the demand for electricity?

» Nuclear Generation: Is the region ready for a nuclear revival? What is the timeframe
needed to license and build nuclear plants? What level of certainty can be established
with respect to the capital costs of a new nuclear power plant?

e Greenhouse Gas Regulation: What type of greenhouse gas legislation will be passed?
Will it be industry-specific or economy-wide? Will it be a “cap-and-trade” system?
How will allowances be allocated? To what degree will carbon offsets be allowed?

e Renewable Energy: Will utilities be able to secure sufficient renewable resources to
meet renewable portfolio standards? Will a federal standard be set? Will it have a
“safety valve” price?

¢ Demand-Side Management and Energy Efficiency: Can DSM and EE deliver the
anticipated capacity and energy savings reliably? Are customers ready to embrace
energy efficiency? Will an investment in DSM and EE be treated equally with
investments in a generating plant?

e Building Materials Availability and Cost: How long will the demand for building
materials and equipment continue to be depressed and will there be significant price
increases and lengthened delivery times when the economy rebounds? Is this an
aberration or a long-term trend?

o Gas Prices: What is the future of natural gas prices and supply? Will enhanced
natural gas recovery techniques open up new reserves in the United States?

o Coal Prices: What is the future of coal prices and supply? What impact will
increased regulatory pressure on the coal mining industry have on availability and
price?

Duke Energy Carolinas’ resource planning process seeks to identify what actions the
Company must take to ensure a safe, reliable, reasonably-priced supply of electricity for its
customers regardless of how these uncertainties unfold. The planning process considers a
wide range of assumptions and uncertainties and develops an action plan that preserves the
options necessary to meet customers’ needs. The process and resulting conclusions are
discussed in this document,




II. DUKE ENERGY CAROLINAS CURRENT STATE

Overview

Duke Energy Carolinas provides electric service to an approximately 24,000-square-mile
service area in central and western North Carolina and western South Carolina. In addition
to retail sales to approximately 2.41 million customers, Duke Energy Carolinas also sells
wholesale electricity to incorporated municipalities and to public and private utilities. Table
2.1 and Table 2.2 show recent historical values for the number of customers and sales of
electricity by customer groupings.

Table 2.1
Retail Customers (1000s, by number billed)
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Residential 1,669 1,710 1,758 1,782 1,814 1841 1,874 1,909 1,952 2,052
General Service | 276 280 288 293 300 306 312 318 323 334
Industrial 9 8 8 8 8 8 8 7 7 7
Nantahala P&L | 60 61 63 64 66 67 68 70 71 paie
Other 10 10 11 11 11 12 13 13 13 14
Total 2,023 2,070 2,128 2,159 2,198 2,234 2,275 2,317 2,366 2,407
(Number of customers is average of monthly figures)
*x*Nantahala P&L customer counts for 2008 are included in the class customer counts
Table 2.2
Electricity Sales (GWH Sold - Years Ended December 31)
[1999 [2000 [2001 [2002 [2003 [2004 [2005 [2006 [2007 [ 2008
KElectric Operations
Residential 21,394 [ 22,334 | 22,715 | 23,898 [ 23,356 | 24,542 | 25,460 | 25,147 | 26,782 | 27,335
General Service 21,458 | 22,467 | 23,282 | 23,831 | 23,933 | 24,775 | 25,236 | 25,585 | 26,977 | 27,288
Industrial 29,767 | 29,632 | 26,784 | 26,141 | 24,645 | 25,085 | 25,361 | 24,396 | 23,829 | 22,634
Nantahala P&L 992 1,070 1,057 1,099 1,134 1,163 1,227 1,256 1,255 4
Other® 284 295 279 269 268 267 266 269 276 284
Total Retail 73,895 | 75,797 | 74,121 | 75,238 | 73,336 | 75,832 | 77,550 | 76,653 | 79,119 [ 77,541
Sales
Wholesale sales” 0,000 0,000 0,000 0,000 2,359 1,969 2,251 2,318 2,326 2,332
Total GWH Sold | 73,895 | 75,797 | 74,121 | 75,238 | 75,695 | 77,801 | 79,801 | 78,971 | 81,445 | 79,873

* Other = Municipal street lighting and traffic signals

® Wholesale sales include sales to NC and SC municipal customers, Western Carolina University, City of
Highlands and the joint owners of the Catawba Nuclear Station (Catawba Qwners). Short-term, non-firm
wholesale sales subject to the Bulk Power Market sharing agreement are not included.

**#*Nantahala P&L sales for 2008 are included in the class sales




Existing Generation Plants in Service

Duke Energy Carolinas’ generation portfolio is a balanced mix of resources with different
operating and fuel characteristics. This mix is designed to provide energy at the lowest
reasonable cost to meet the Company’s obligation to serve customers. Duke Energy
Carolinas-owned generation, as well as purchased power, is evaluated on a real-time
basis in order to select and dispatch the lowest-cost resources to meet system load
requirements. In 2008, Duke Energy Carolinas’ nuclear and coal-fired generating units
met the vast majority of customer needs by providing 46.6% and 53%, respectively, of
Duke Energy Carolinas’ energy from generation. Hydroelectric and CT generation and
economical purchases from the wholesale market supplied the remainder.

The tables below list the Duke Energy Carolinas plants in service in North Carolina and
South Carolina with plant statistics, and the system’s total generating capability.
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Table 2.3
North Carolina *>~%

NAME UNIT SUMMER WINTER | LOCATION PLANT TYPE

CAPACITY | CAPACITY

MW MW
Allen 1 165.0 170.0 { Belmont, N.C. Conventional Coal
Allen 2 165.0 170.0 | Belmont, N.C. Conventional Coal
Allen 3 265.0 274.0 | Belmont, N.C, Conventional Coal
Allen 4 280.0 286.0 | Belmont, N.C. Conventional Coal
Allen 5 270.0 279.0 | Belmont, N.C. Conventional Coal
Allen Steam Station 11450 1179.0
Belews Creek 1 1110.0 1135.0 | Belews Creek, Conventional Coal
N.C.
Belews Creek 2 1110.0 1135.0 | Belews Creek, Conventional Coal
N.C.

Belews Creek Steam 2220.0 2270.0
Station
Buck 3 75.0 76.0 | Salisbury, N.C. Conventional Coal
Buck 4 38.0 39.0 | Salisbury, N.C. Conventional Coal
Buck 5 128.0 131.0 | Salisbury, N.C. Conventional Coal
Buck (4] 128.0 131.0 | Salisbury, N.C. Conventional Coal
Buck Steam Station 369.0 377.0
Cliffside 1 38.0 39.0 | Cliffside, N.C. Conventional Coal
Cliffside 2 38.0 39.0 | Cliffside, N.C. Conventional Coal
Cliffside 3 61.0 62.0 | Cliffside, N.C. Conventional Coal
Cliffside 4 61.0 62.0 | Cliffside, N.C. Conventional Coal
Cliffside 5 562.0 |, 568.0 | Cliffside, N.C. Conventional Coal
Cliffside Steam Station 760.0 7700
Dan River 1 67.0 69.0 | Eden, N.C. Conventional Coal
Dan River 2 67.0 69.0 | Eden, N.C. Conventional Coal
Dan River 3 142.0 145.0 | Eden, N.C. Conventional Coal
Dan River Steam 276.0 283.0
Station
Marshall 1 380.0 380.0 | Terrell, N.C., Conventional Coal
Marshall 2 380.0 380.0 | Terrell, N.C. Conventional Coal
Marshall 3 658.0 658.0 | Terrell, N.C. Conventional Coal
Marshall ) 4 660.0 660.0 | Terrell, N.C. Conventional Coal
Marshall Steam 2078.0 2078.0
Station
Riverbend 4 94.0 96.0 | Mt. Holly, N.C. Conventional Coal
Riverbend 5 94.0 96.0 | Mt. Holly, N.C. Conventional Coal
Riverbend 6 133.0 136.0 | Mt. Holly, N.C. Conventional Coal
Riverbend 7 133.0 136.0 | Mt. Holly, N.C. Conventional Coal
Riverbend Steam 454.0 464.0
Station
TOTAL N.C. 73020 MW | 7421.0 MW
CONVENTIONAL
COAL
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NAME UNIT SUMMER WINTER | LOCATION PLANT TYPE
CAPACITY | CAPACITY
MW MW
Buck 7C 250 30.0 | Salisbury, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Buck 8C 25.0 30.0 | Salisbury, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Buck 9C 12.0 15.0 | Salisbury, N.C. Natural Gas/Oil-Fired
Combustion Turbine
Buck Station CTs 62.0 75.0
Dan River 4C 0.0 0.0 | Eden, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Dan River 5C 24.0 31.0 | Eden, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Dan River 6C 240 31.0 | Eden, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Dan River Station CTs 48.0 62.0
Lincoln 1 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 2 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 3 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 4 79.2 93.0 | Stanley, N.C, Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 5 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 6 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 7 79.2 93.0 | Stanley, N.C. Natural Gas/Oil-Fired
Combustion Turbine
Lincoln 8 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln % 79.2 93.0 | Stanley, N.C. Natyral Gas/Qil-Fired
Combustion Turbine
Lincoln 10 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 11 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 12 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 13 79.2 93.0 | Stanley, N.C. Natural Gas/QOil-Fired
Combustion Turbine
Lincoln 14 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 15 79.2 93.0 | Stanley, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Lincoln 16 79.2 93.0 | Stanley, N.C. Natural Gas/Oil-Fired
Combustion Turbine
Lincoln Station CTs 1267.2 1488.0
12



NAME UNIT SUMMER WINTER | LOCATION PLANT TYPE
CAPACITY | CAPACITY
MW MW
Riverbend 8C 0.0 0.0 | Mt. Holly, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Riverbend 9C 22,0 30.0 | Mt. Holly, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Riverbend 10C 220 30.0 | Mt. Holly, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Riverbend 11C 20.0 30.0 | Mt. Holly, N.C. Natural Gas/Qil-Fired
Combustion Turbine
Riverbend Station CTs 64.0 920.0
Rockingham 1 165.0 165.0 | Rockingham, N.C. | Natural Gas/Qil-Fired
Combustion Turbine
Rockingham 2 165.0 165.0 | Rockingham, N.C. | Natural Gas/Qil-Fired
Combustion Turbine
Rockingham 3 165.0 165.0 | Rockingham, N.C. | Natural Gas/Qil-Fired
Combustion Turbine
Rockingham 4 165.0 165.0 | Rockingham, N.C. | Natural Gas/Qil-Fired
Combustion Turbine
Rockingham 5 165.0 165.0 | Rockingham, N.C. | Natural Gas/Oil-Fired
Combustion Turbine
Rockingham CTs 825.0 825.0
TOTAL N.C. COMB. 2266.2 MW | 2540.0 MW
TURBINE
McGuire 1 1100.0 1156.0 | Huntersville, N.C. | Nuclear
McGuire 2 1100.0 1156.0 | Huntersville, N.C. | Nuclear
McGuire Nuclear 2200.0 2312.0
Station
TOTAL N.C. 22000 MW | 2312.0 MW
NUCLEAR
Bridgewater 1 11.5 11.5 } Morganton, N.C. | Hydro
Bridgewater 2 11.5 11.5 | Morganton, N.C. Hydro
Bridgewater Hydro 23.0 23.0
Station
Bryson City 1 0.48 0.48 | Whittier, N.C. Hydro
Bryson City 1 0.5 0.5 | Whittier, N.C. Hydro
Bryson City Hydro 0.98 0.98
Station
Cowans Ford 1 31.3 81.3 | Stanley, N.C. Hydro
Cowans Ford 2 81.3 81.3 | Stanley, N.C. Hydro
Cowans Ford 3 81.3 81.3 | Stanley, N.C. Hydro
Cowans Ford 4 81.3 81.3 | Stanley, N.C. Hydro
Cowans Ford Hydro 325.2 325.2
Station
Dillshoro 1 0.175 0.175 | Dillsboro, N.C. Hydro
Dillsbhoro 2 0.05 0.05 | Dillsboro, N.C. Hydro
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NAME UNIT SUMMER WINTER | LOCATION PLANT TYPE

CAPACITY | CAPACITY

MW MW

Dillsboro Hydro 0.225 0.225
Station
Lookout Shoals 1 9.3 9.3 | Statesville, N.C. Hydro
Lookout Shoals 2 9.3 9.3 | Statesville, N.C. Hydro
Lookout Shoals 3 9.3 9.3 | Statesville, N.C. Hydro
Lookout Shoals Hydro 279 27.9
Station
Mountain Island 1 14 14 | Mount Holly, N.C. | Hydro
Mountain Island 2 14 14 | Mount Holly, N.C. | Hydro
Mountain Island 3 17 17 | Mount Holly, N.C. | Hydro
Mountain Island 4 17 17 | Mount Holly, N.C.
Mountain Island 62.0 62.0
Hydro Station
Oxford 1 20.0 20.0 | Conover, N.C. Hydro
Oxford 2 20.0 20.0 | Conover, N.C. Hydro
Oxford Hydro Station 40.0 40.0
Rhodhiss 1 9.5 9.5 | Rhodhiss, N.C. Hydro
Rhodhiss 2 11,5 11.5 | Rhodhiss, N.C. Hydro
Rhodhiss 3 9.0 9.0 | Rhodhiss, N.C. Hydro
Rhodhiss Hydro 300 30.0
Station
Tuxedo 1 3.2 3.2 | Flat Rock, N.C. Hydro
Tuxedo 2 3.2 3.2 | Flat Rock, N.C. Hydro
Tuxedo Hydro Station 6.4 6.4
Bear Creek 1 9.45 9.45 | Tuckasegee, N.C. | Hydro
Bear Creek Hydro 9.45 9.45
Station
Cedar Cliff 1 6.4 6.4 | Tuckasegee, N.C. | Hydro
Cedar CIiff Hydro 6.4 6.4
Station
Franklin 1 0.5 0.5 | Franklin, N.C. Hydro
Frankiin 2 0.5 (.5 | Frankiin, N.C. Hydro
Franklin Hydro 1.0 1.0
Station
Mission 1 0.6 0.6 | Murphy, N.C. Hydro
Mission 2 0.6 0.6 | Murphy, N.C. Hydro
Mission 3 0.6 0.6 | Murphy, N.C. Hydro
Mission Hydro Station 1.8 1.8
Nantahala 1 50.0 50.0 | Topton, N.C. Hydro
Nantahala Hydro 50.0 50.0
Station
Temnessee Creek 1 9.8 9.8 | Tuckasegee, N.C. | Hydro
Tennessee Creek 9.8 9.8
Hydro Station
Thorpe 1 19.7 19.7 | Tuckasegee, N.C. | Hydro
Thorpe Hydro Station 19.7 19.7
Tuckasegee 1 2.5 2.5 | Tuckasegee, N.C. | Hydro
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NAME UNIT SUMMER WINTER | LOCATION PLANT TYPE
CAPACITY | CAPACITY
MW MW
Tuckasegee Hydro 25 2.5
Station
Queens Creek | 1.44 1.44 | Topton, N.C. Hydro
Queens Creek Hydro 1.44 1.44
Station
TOTAL N.C. HYDRO 617.8 MW 617.8 MW
TOTAL N.C. 12,386.0 12,890.8
CAPABILITY MW MW
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Table 2.4
South Carolina *"%%*
NAME UNIT SUMMER WINTER | LOCATION PLANT TYPE
CAPACITY CAPACITY
MW MW
Lee 1 100.0 100.0 | Pelzer, S.C. Conventional Coal
Lee 2 100.0 102.0 | Pelzer, S.C. Conventional Coal
Lee 3 170.0 170.0 | Pelzer, S.C. Conventional Coal
Lee Steam Station 370.0 372.0
TOTAL S.C. 370.0 MW 3720 MW
CONVENTIONAL
COAL
Buzzard Roost 6C 22.0 22.0 | Chappels, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
Buzzard Roost 7C 22.0 22.0 | Chappels, S.C. | Natural Gas/Oil-Fired
Combustion Turbine
Buzzard Roost 8C 220 22.0 | Chappels, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
Buzzard Roost 9C 22.0 22,0 | Chappels, S.C. | Natural Gas/Oil-Fired
Combustion Turbine
Buzzard Roost 10C 18.0 18.0 | Chappels, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
Buzzard Roost 11C 18.0 18.0 | Chappels, S.C. | Natural Gas/Oii-Fired
Combustion Turbine
Buzzard Roost 12C 18.0 18.0 | Chappels, 8.C. | Natural Gas/Oil-Fired
Combustion Turbine
Buzzard Roost 13C 18.0 18.0 | Chappels, S.C. | Natural Gas/Oil-Fired
Combustion Turbine
Buzzard Roost 14C 18.0 18.0 | Chappels, S.C. | Natural Gas/Oil-Fired
Combustion Turbine
Buzzard Roost 15C 18.0 18.0 | Chappels, 5.C. | Natural Gas/Qil-Fired
' Combustion Turbine
Buzzard Roost Station 196.0 196.0
CTs
Lee 7C 42.0 42.0 | Pelzer, S.C. Natural Gas/Qil-Fired
Combustion Turbine
Lee 8C 42.0 42.0 | Pelzer, S.C. Natural Gas/QOil-Fired
Combustion Turbine
Lee Station CTs 84.0 84.0
Mill Creek 1 74.42 92.4 | Blacksburg, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
Mill Creek 2 74.42 92.4 | Blacksburg, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
Mill Creek 3 74.42 92.4 | Blacksburg, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
Mill Creek 4 74.42 92.4 | Blacksburg, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
Mill Creek 5 74.42 92.4 | Blacksburg, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
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NAME UNIT SUMMER WINTER | LOCATION PLANT TYPE
CAPACITY | CAPACITY
MW MW
Mill Creek 6 74,42 92.4 | Blacksburg, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
Mill Creek 7 74.42 92.4 | Blacksburg, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
Mill Creek 8 74.42 92,4 | Blacksburg, S.C. | Natural Gas/Qil-Fired
Combustion Turbine
Mill Creek Station CTs 595.4 739.2
TOTAL S8.C. COMB 8754 MW 1019.2 MW
TURBINE
Catawba 1 1129.0 1163.0 [ York, S.C. Nuclear
Catawba 2 1129.0 1163.0 | York, S.C. Nuclear
Catawba Nuclear 2258.0 2326.0
Station
QOconee 1 846.0 865.0 | Seneca, S.C, Nuclear
Oconee 2 846.0 865.0 { Seneca, S.C. Nuclear
Oconee 3 846.0 865.0 | Seneca, S.C. Nuclear
Oconee Nuclear 2538.0 2595.0
Station
TOTAL S.C. 4796.0 MW 4921.0 MW
NUCLEAR
Jocassee 1 170.0 170.0 | Salem, S.C. Pumped Storage
Jocassee 2 170.0 170.0 | Salem, S.C. Pumped Storage
Jocassee 3 195.0 195.0 | Salem, S.C. Pumped Storage
Jocassee 4 195.0 195.0 | Salem, S.C. Pumped Storage
Jocassee Pumped 730.0 | 730.0
Hydro Station
Bad Creek 1 340.0 340.0 | Salem, S.C. Pumped Storage
Bad Creek 2 340.0 340.0 | Salem, S.C. Pumped Storage
Bad Creek 3 340.0 340.0 | Salem, S.C. Pumped Storage
Bad Creek 4 340.0 340.0 | Salem, S.C. Pumped Storage
Bad Creek Pumped 1360.0 1360.0
Hydro Station
TOTAL PUMPED 2090.0 MW 2090.0 MW
STORAGE
Cedar Creek 1 15.0 15.0 | Great Falls, S.C. | Hydro
Cedar Creek 2 15.0 15.0 | Great Falls, S.C. | Hydro
Cedar Creek 3 15.0 15.0 | Great Falls, S.C. | Hydro
Cedar Creek Hydro 45.0 45.0
Station
Dearborn 1 14.0 14.0 | Great Falls, §.C. | Hydro
Dearborn 2 14.0 14.0 | Great Falls, S.C. | Hydro
Dearborn 3 14.0 14.0 | Great Falls, S.C. | Hydro
Dearborn Hydro 42.0 42.0
Station
Fishing Creck 1 11.0 11.0 | Great Falls, S.C. | Hydro
Fishing Creek 2 9.5 9.5 | Great Falls, S.C. | Hydro
Fishing Creek 3 9.5 9.5 | Great Falls, 5.C. | Hydro
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NAME UNIT SUMMER WINTER | LOCATION PLANT TYPE

CAPACITY | CAPACITY

MW MW

Fishing Creek 4 11.0 11.0 | Great Falls, S.C. | Hydro
Fishing Creek 5 8.0 8.0 | Great Falls, S.C. | Hydro
Fishing Creek Hydro 49.0 49.0
Station
Gaston Shoals 3 1.0 1.0 [ Blacksburg, S.C. | Hydro
Gaston Shoals 4 1.0 1.0 | Blacksburg, S.C. | Hydro
Gaston Shoals 5 1.0 1.0 | Blacksburg, S.C. | Hydro
Gaston Shoals 6 1.7 1.7 | Blacksburg, S.C. | Hydro
Gaston Shoals Hydro 4.7 4.7
Station
Great Falls 1 3.0 3.0 | Great Falls, §.C. | Hydro
Great Falls 2 3.0 3.0 | Great Falls, §.C. | Hydro
Great Falls 3 3.0 3.0 | Great Falls, S.C. | Hydro
Great Falls 4 3.0 3.0 | Great Falls, S.C. | Hydro
(reat Falls 5 3.0 3.0 | Great Falls, S.C. | Hydro
Great Falls 6 3.0 3.0 | Great Falls, S.C. | Hydro
Great Falls 7 3.0 3.0 | Great Falls, S.C. | Hydro
Great Falls 8 3.0 3.0 | Great Falls, S.C. | Hydro
Great Falls Hydro 240 24.0
Station
Rocky Creek 1 2.9 2.9 | Great Falls, S.C. | Hydro
Rocky Creek 2 2.9 2.9 | Great Falls, 8.C. | Hydro
Rocky Creek 3 2.9 2.9 | Great Falls, S.C. | Hydro
Rocky Creek 4 2.9 2.9 | Great Falls, S.C. | Hydro
Rocky Creek 5 4.8 4.8 | Great Falls, §.C. | Hydro
Rocky Creek 6 4.8 4.8 | Great Falls, S.C. | Hydro
Rocky Creek 7 2.9 2.9 | Great Falls, S.C. | Hydro
Rocky Creek 8 2.9 2.9 | Great Falls, S.C. | Hydro
Rocky Creek Hydro 270 27.0
Station
Wateree 1 17.0 17.0 | Ridgeway, S.C. | Hydro
Wateree 2 17.0 17.0 | Ridgeway, S.C. | Hydro
Wateree 3 17.0 17.0 | Ridgeway, 8.C. | Hydro
Wateree 4 17.0 17.0 [ Ridgeway, S.C. | Hydro
Wateree 5 17.0 17.0 | Ridgeway, §.C. | Hydro
Wateree Hydro Station 85.0 85.0
Wylie 1 18.0 18.0 | Fort Mill, S.C. Hydro
Wylie 2 18.0 18.0 | Fort Mill, S.C. Hydro
Wylie 3 18.0 18.0 | Fort Mill, S.C. Hydro
Wylie 4 18.0 18.0 | Fort Mill, S.C. Hydro
Wylie Hydro Station 72.0 72.0
99 Islands 1 1.6 1.6 | Blacksburg, S.C. | Hydro
99 Islands 2 1.6 1.6 | Blacksburg, 8.C. | Hydro
99 Islands 3 1.6 1.6 | Blacksburg, §.C. | Hydro
99 Islands 4 1.6 1.6 | Blacksburg, S.C. | Hydro
99 Islands 5 1.6 1.6 | Blacksburg, S.C. | Hydro
99 Islands 6 1.6 1.6 | Blacksburg, S.C. | Hydro




NAME UNIT SUMMER WINTER | LOCATION PLANT TYPE
CAPACITY | CAPACITY
MW MW
99 Islands Hydro 9.6 9.6
Station
Keowee 1 76.0 76.0 | Seneca, S.C. Hydro
Keowee 2 76.0 76.0 | Seneca, S.C. Hydro
Keowee Hydro Station 152.0 152.0
TOTAL S.C. HYDRO 510.3 MW 510.3 MW
TOTAL S.C. 8641.7 MW 8912.5 MW
CAPABILITY
Table 2.5
Total Generation Capability **~%*
NAME SUMMER CAPACITY | WINTER CAPACITY
MW MW
TOTAL DUKE ENERGY CAROLINAS 21,027.7 21,803.3
GENERATING CAPABILITY

Note a: Unit information is provided by state, but resources are dispatched on a system-wide basis.

Note b: Summer and winter capability dogs not take into account reductions due to future environmental

emission controls.

Note ¢; Summer and winter capability reflects system configuration as of September 1, 2009.

Note d: Catawba Units | and 2 capacity reflects 100% of the station’s capability, and does not factor in the
North Carolina Municipal Power Agency #1°s (NCMPA#1) decision to sell or utilize its 832 MW retained

ownership in Catawba.

Note e: The Catawba units’ multiple owners and their effective ownership percentages arc:

(NCEMC)
NCMPA#

| Agency (PMPA)

CATAWBA OWNER
Duke Energy Carolinas
North Carolina Electric
Membership Corporation

Piedmont Municipal Power

PERCENT OF OWNERSHIP
19.246%
30.754%

37.5%
12.5%
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Fuel Supply

Duke Energy Carolinas fuel usage consists primarily of ¢oal and uranium. Oil and gas
are currently used for peaking generation, but natural gas usage will expand when the
Buck and Dan River Combined Cycle units are brought on-line.

In recent years, Duke Energy Carolinas has burned approximately 19 million tons of coal
annually; however, due to the current recession, the expected burn for 2009 is
approximately 15 million tons of coal, with the burn returning to levels of the recent past
over the next two or three years. Coal is procured primarily from Central Appalachian
coal mines and delivered by the Norfolk Southern and CSX Railroads. The Company
continually assesses coal market conditions to determine the appropriate mix of contract
and spot market purchases in order to reduce exposure to the risk of price fluctuations.
The Company also evaluates its diversity of coal supply from sources throughout the
United States as well as international sources.

Due to the current recession, Eastern U.S. coal market prices have dropped precipitously
from the all-time highs experienced in 2008. Forward market prices for two years out are
in the same range as those seen in 2006-2007. In the short term, there are no economic or
supply drivers leading the Company to pursue coal quality and regional supply
diversification. However, the Company’s goal is to develop greater supply and
transportation flexibility in order to leverage changing opportunities in the increasingly
volatile domestic and international markets, so the Company continues to evaluate long
term strategies to achieve this goal.

To provide fuel for Duke Energy Carolinas’ nuclear fleet, the Company maintains a
diversified portfolio of natural uranium and downstream services supply contracts
(conversion, enrichment, and fabrication) from around the world. Duke Energy Carolinas
relies on long-term contracts to cover the largest portion of its forward requirements in
each of the four industrial stages of the nuclear fuel cycle. By staggering long-term
contracts over time, the Company’s purchase price for deliveries within a given year
consists of a blend of contract prices negotiated at many different periods in the markets,
which has the effect of smoothing out the Company’s exposure to price volatility.
Diversifying fuel suppliers reduces the Company’s exposure to possible disruptions from
any single source of supply.

As fuel with a low cost basis is used and lower-priced legacy contracts are replaced with
contracts at higher market prices, nuclear fuel expense is expected to increase in the
future. Although the costs of certain components of nuclear fuel are expected to increase
in future years, nuclear fuel costs on a kWh basis will likely continue to be a fraction of
the kWh cost of fossil fuel. Therefore, customers will continue to benefit from the
Company’s diverse generation mix and the strong performance of its nuclear fleet
through lower fuel costs than would otherwise result absent the significant contribution of
nuclear generation to meeting customers’ demands.
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Renewable Energy Initiatives

Duke Energy Carolinas continues to pursue its renewable energy strategy, which can be
characterized as one of diversification. Specifically, Duke Energy Carolinas seeks to
build its portfolio of renewable resources through a combination of the following: (1)
development of renewable energy resources owned and/or operated by Duke Energy
Carolinas; (2) power purchase agreements; and (3) purchases of unbundled RECs.
Duke Energy Carolinas’ approach to building this portfolio of renewable resources is
guided by the requirements of the NC REPS law and the possibility of additional state
or federal legislative requirements that would promote renewable energy specifically or
otherwise promote reduction in greenhouse gas emissions.

With respect to owned renewable energy resources, Duke Energy received NCUC
approval in 2009 for its Distributed Generation Solar PV program to build, own, and
operate a total of 10 MW (DC) of solar PV projects on customer sites and/or Duke
Energy owned property. Implementation of this program has begun, with the current
expectation that construction of an initial phase of projects will begin prior to year-end
2009, and the program in its entirety is expected to be fully implemented by the end of
2010.

Additionally, Duke Energy has continued to explore the possibilities of generating
renewable energy through either co-firing biomass at existing coal-fired stations or
repowering coal-fired stations as dedicated biomass-fired power stations. Preliminary
biomass fuel supply assessments have been completed for the supply sheds surrounding
the Carolinas coal-fired stations. These assessments were based on forest inventory data
and surveys of potential suppliers. While these assessments indicate biomass fuels are
available, they are not market forecasts and do not consider the potential impacts of the
emerging bio-energy and bio-fuels industries. The Company plans to commission market
forecasts for selected supply sheds later this year.

Phase 1 studies have been completed for co-firing biomass at all Carolinas coal-fired
stations and for repowering Dan River Unit 3 for 100% biomass. The co-firing study
evaluated three co-firing options at each station (co-milling, separate injection, and
gasification), while the repowering study evaluated both stoker and bubbling fluidized
bed technologies with capacities ranging from 60 to 100 MW when additional turbine
work was included. The Phase 1 studies were designed to provide high level cost
estimates and to identify the most promising options that would then be evaluated further.

Phase 2 siting studies and/or engineering studies will be commissioned later in 2009 for
the leading alternatives. These evaluations will involve more detailed operational
analysis and cost estimates. A one-month test burm was planned for Buck in late July, but
the start date was delayed due to on-going regulatory discussions with North Carolina
Department of Environment and Natural Resources (NCDENR). A three month trial is
planned for summer/fall at Lee Steam Station. Both tests will use the co-milling method
of co-firing.

Also within the category of Duke Energy-owned renewable resources, the Company
continues to operate one of the largest fleets of hydroelectric power stations in the
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nation. While much of the Company’s existing fleet of hydro plants does not qualify
under the NC REPS law, certain existing assets do qualify based on recent Commission
rulings. Additionally, the Company continues to evaluate opportunities to add new
hydro generation capacity to its fleet that would qualify as renewable under NC REPS.

With respect to Power Purchase Agreements and REC purchases, the Company has
entered into multiple contractual agreements for renewable resources and continues to
negotiate and pursue additional such agreements. In a broad sense, the Company
considers renewable energy resources in four categories: solar, swine waste, poultry
waste, and general renewables. This aligns with the NC REPS law which requires
certain amounts of renewable energy to come from solar, swine waste, and poultry
waste. With respect to these categories, the Company has entered into agreements
pertaining to solar energy and general renewables, but has yet to enter into any
agreements for swine waste or poultry waste resources. With respect to swine waste
and poultry waste resources, the Company has expressed to the Commission in separate
filings the challenges in meeting these requirements (most recently in a Joint Motion
filed on August 14, 2009 under Docket E-100 Sub 113, which was a joint motion with
Progress Energy Carolinas, Dominion North Carolina Power, North Carolina Electric
Membership Corporation, North Carolina Eastern Municipal Power Agency and North
Carolina Municipal Power Agency Number 1). Nonetheless, the Company remains
committed to procuring or developing these renewable resources, provided they are
available and it is in the public interest to do so. Further, the Company is in active
dialogue with other electric suppliers in the state to collaboratively procure these
resources, which are aggregate obligations of all electric suppliers under the NC REPS
law. This collaborative effort is in response to the Commission’s recent order which
directed the electric suppliers to proceed in this manner.

With respect to solar resources and general renewable resources, the Company has
entered into several power purchase agreements and unbundled REC purchases,
including agreements for landfill gas, hydro, wind, solar PV, and solar thermal
resources. Some of the REC purchase agreements have been executed under the
Company’s “standard offer” program which was first initiated in January of 2009 with
the intent to offer a streamlined process for contracting for renewable resources with
smaller producers. Others agreements have been entered into on a negotiated basis
outside of the standard offer parameters. Some of these negotiated agreements include
agreements to purchase unbundled RECs, from both in-state and out-of-state renewable
energy resources. The Company has found that wind RECs on the national market are
available at very cost-effective prices, and as such as chosen to make some purchases of
these, as permitted under the NC REPS law.

Additionally, Duke Energy Carolinas continues to search for ways to bring additional
forms of renewable energy online in the Carolinas. Specifically, the Company believes
that wind energy could play a meaningful role in the Carolinas. Despite the scarcity of
wind resources in much of the southeast, wind development could be technologically
viable in certain locations; namely the Appalachian Mountains and the coastal/offshore
regions. Additionally, there may be opportunities to promote small-scale wind
technologies that are viable in lower wind speeds, or to transmit wind power into the

22




Carolinas from other states where the wind resource is more abundant. Each of these
options has its own set of challenges, but the Company continues to actively explore
ways to make these options viable for the Carolinas. And aside from wind energy, the
Company also continues to explore other innovative manners of producing renewable
energy from various biomass and biogas processes including alternative manners to
satisfy the swine waste and poultry waste requirements.

The Company also continues to support numerous green power programs in the
Carolinas. The North Carolina GreenPower (NCGP) Program and South Carolina’s
Palmetto Clean Energy (PaCE) Program are programs supporting renewable energy.
Their mission is to encourage renewable generation development from resources such as
solar, wind, hydro, and organic matter by enabling electric consumers of the Carolinas,
businesses, organizations, and others to help offset the cost of higher cost green energy
production. Duke Energy Carolinas supports NCGP and PaCE by facilitating voluntary
customer contributions to the program through the use of our customer support center and
billing system. Also, at the request of Duke Energy Carolinas, NCGP created a Carbon
Offset Program for North Carolina and South Carolina customers interested in “canceling
out” the carbon dioxide produced from their daily activities. The Carbon Offset program
empowers customers who seek to offset their carbon dioxide emissions from today’s
energy intensive lifestyle.

Current Energy Efficiency and Demand-Side Management Programs

Duke Energy Carolinas uses EE and DSM programs to help manage customer demand in
an efficient, cost-effective manner. These programs can vary greatly in their dispatch
characteristics, size and duration of load response, certainty of load response, and
frequency of customer participation. In general, programs include two primary
categories: EE programs that reduce energy consumption (conservation programs) and
DSM programs that reduce energy demand (demand-side management or demand
response programs and certain rate structure programs).

Demand Response — Load Control Curtailment Programs

These programs can be dispatched by the utility and have the highest level of certainty.
Once a customer agrees to participate in a demand response load control curtailment
program, the Company controls the timing, frequency, and nature of the load response.
Duke Energy Carolinas’ current load control curtailment program is:

o PowerManager for cycling of air conditioners

In the near-term, customers in NC will remain on the previous vintage of load control
program, Residential Air Conditioning Load Control. However, once the Company
receives an order from the NCUC approving the regulatory treatment of energy
efficiency, these customers will migrate to the PowerManager program over time.

Demand Response — Interruptible and Related Rate Structures

These programs rely either on the customer’s ability to respond to a utility-initiated signal
requesting curtailment or on rates with price signals that provide an economic incentive
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to reduce or shift load. Timing, frequency and nature of the load response depend on
customers’ voluntary actions. Duke Energy Carolinas’ current interruptible and time of
use curtailment programs include:

o Interruptible Power Service (North Carolina Only)
¢ Standby Generator Control (North Carolina Only)
PowerShare — a non-residential curtailable program
o PowerShare Mandatory
o PowerShare Voluntary
o PowerShare Generator

o Rates using price signals
o Residential Time-of-Use (including a Residential Water Heating rate)
o General Service and Industrial Optional Time-of-Use rates
o Hourly Pricing for Incremental Load

On September 1, 2006, firm wholesale agreements became effective between Duke
Energy Carolinas and three entities, Blue Ridge Electric Membership Cooperative,
Piedmont Electric Membership Cooperative, and Rutherford Electric Membership
Cooperative, These contracts added approximately 48 MW of demand response
capability to Duke Energy Carolinas’,

Energy Efficiency Programs

These programs are typically non-dispatchable, conservation-oriented education or
incentive programs. Energy and capacity savings are achieved by changing customer
behavior or through the installation of more energy-efficient equipment or structures. All
effects of these existing programs are reflected in the customer load forecast. Duke
Energy Carolinas’ existing conservation programs include:

Residential Energy Star® rates for new construction
Non-Residential Energy Assessments

Residential Energy Assessments

Low Income Energy Efficiency and Weatherization Program
Energy Efficiency Education Program for Schools
Residential Smart $aver® Energy Efficient Products Program
Smart $aver® for Non-Residential Customers

A description of each current program can be found in Appendix C.
The Company received approval in both North Carolina and South Carolina to implement

the new programs listed above. The projected impacts from those programs are included
in this year’s assessment of generation needs.

} Thosc demand-response impacts are already included in the forecast of loads for these customers, so no
additional demand response capability was modeled in the analysis for this IRP.
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Wholesale Power Sales Commitments

Duke Energy Carolinas currently provides full requirements wholesale power sales to
Western Carolina University (WCU), the city of Highlands, City of Concord, Town of
Dallas, Forest City, Kings Mountain, Lockhart Power Company, Due West SC, and
Prosperity, SC. The Company is also committed to serve the full power needs of three
cooperatives (Blue Ridge Electric Membership Corporation (EMC), Piedmont EMC and
Haywood EMC) and the supplemental needs of one other cooperative (Rutherford EMC).
Blue Ridge EMC, Piedmont EMC and Rutherford EMC are also co-owners with Duke
Energy Carolinas of the Catawba Nuclear Station. These customers’ load requirements
are included in the Duke Energy Carolinas load obligation (see Chart 3.1 and Cumulative
Resource Additions to meet a 17 Percent Planning Reserve Margin).

In 2005, Duke Energy Carolinas and North Carolina Municipal Power Authority]
(NCMPALI) began a backstand agreement of up to 432 MW (depending on operation of
the Catawba and McGuire facilities) that expired December 31, 2007, but has been
extended through 2011.

In 2006, firm wholesale agreements became effective between Duke Energy Carolinas
and three entities, Blue Ridge EMC, Piedmont EMC, and Rutherford EMC. Duke
Energy Carolinas will supply their supplemental resource needs through 2021. This need
grows to approximately 448 MW by 2011 and approximately 580 MW by 2021. The
analyses in this IRP assumed that these contracts would be renewed or extended through
the end of the planning horizon.

In addition, Duke Energy Carolinas has committed to provide backstand service for
North Carolina EMC throughout the 20-year planning horizon up to the amount of their
ownership entitlement in Catawba Nuclear Station. On October 1, 2008, the Saluda
River (SR) ownership portion of Catawba ceased to be reflected in the forecast dueto a
sale of this interest to Duke Energy Carolinas and NCEMC, which resulted in the
elimination of any obligation for Duke Energy Carolinas to plan for Saluda River’s load.
NCEMC purchased a portion of Saluda’s share of Catawba which served to increase the
NCEMC total backstand obligation.

Duke Energy Carolinas has entered into a firm shaped capacity sale with NCEMC that
began on January 1, 2009, and expires on December 31, 2038. Initially, 72 MW is
supplied on peak with the option to NCEMC to increase the peak purchase to 147 MW by
2020.

The table on the following page contains information concerning Duke Energy Carolinas’
wholesale sales contracts.
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WHOLESALE SALES CONTRACTS

Note 2: The annual commitment shown is the ownership share of Catawba Nuclear Station and is Included in the load forecast

Equivalent cap

lucied as a portion of the Catawba Nuclear Statlon resource.

Note 1: The analysas in this Annual Plan assumed that the mnﬁcls will bs renewed or extended through the end of the planning horizon.

Contract Contract
Wholesale Customer | Dasignation Type Tem Commitment
B ) 2000 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
NCISC Municipalities
Full Native Load 284 285 288 290 288 289 291 292 294 296
City of Cancord, NC Requirements |Priority December 31, 2018 with
Town of Dallas, NC |annual renewals. Can be
Town of Forest City, NC terminated on one year
Town of Kings Mountain, NC notice by either party after
Lockhart Power Company current contract term.
Town of Due West, 5C
Town of Prosperity, 5C
See Note 1
NPEL Wholesale Full Native Load 0 13 14 14 15 15 16 17 17 18
Western Carolina University [Requirements |Priority Annual renewals. Can be
Town of Highlands, NC terminated on one years
notice by either party.
See Note 1
Blue Ridge EMC Full Natlve Load  |December 31, 2021 183 185 190 194 195 199 02 206 210 214
See Note 1 Requirements  |Priority
Piadmont EMC Full MNative Load Decermber 31, 2021 85 87 BB €0 91 92 84 96 97 99
See Note 1 Requirements _|Priarity
Rutherford EMC Partial Native Load December 31, 2021 62 62 170 174 202 205 219 224 228 233
See Note 1 Reguirements __|Priority
Haywood EMC Full Native Load  |December 31, 2021 21 22 2 22 23 2 23 24 24 24
See Nots 1 Requirements _|Priority
January 1, 2010 through
Gresnwood Full Native Load December 31, 2018 0 52 52 52 52 52 53 53 53 54
Sew Note 1 Requirements _|Priority
NCEMC Catawba Mative Load Through Operating Life of 687 687 687 687 687 687 a7 687 687
See Note 2 Contract Priority/System|Catawba Nuclear Station and
Backstand Firm McGuire Nuclear Station
NCMPAY Generation Native Load 73 73 73
Backstand Priofity January 1, 2008 through
December 31, 2011
January 1, 2008 through
NCEMC Shaped Capacity [Native load  |December 31, 2038 72 72 97 g7 97 97 97 122 122 122
_|sale Priority




Wholesale Purchased Power Agree'ments

Duke Energy Carolinas has secured various purchased power contracts with power
marketers and non-utility generators that are currently in effect or will begin over the next
couple of years. In 2009, the overall summer capability of the purchased power contracts
is approximately 742 MW. The capability in megawatts varies depending on the start
times, duration, and capability of each contract. The majority of these contracts (459
MW) will expire at the end of 2010,

Planning Philosophy with regard to Purchased Power

Opportunities for the purchase of wholesale power from suppliers and marketers are an
important resource option for meeting the electricity needs of Duke Energy Carolinas’
retail and wholesale customers. Duke Energy Carolinas has been active in the wholesale
purchased power market since 1996 and during that time has entered into contracts
totaling 2500 MWs to meet customer needs. The use of supply side requests for proposal
(RFPs) continues to be an essential component of Duke Energy Carolinas’ resource
procurement strategy. In particular, the purchased power agreements that the Company
has entered into have allowed customers to enjoy the benefits of discounted market
capacity prices and have provided flexibility in meeting target planning reserve margin
requirements.

The Company’s approach to resource selection is as follows:

The IRP process is used to identify the type, size, and timing of the resource need. In
selecting the optimal resource plan, Duke Energy Carolinas begins with an optimization
model that selects the resource mix that minimizes the present value of revenue
requirements (PVRR) for a given set of assumptions. The levelized cost method used for
generation options serves as a proxy for either self-build or long-term purchased power
opportunities. From the optimization step, several diverse portfolios of resources are
selected for further detailed production costing modeling and ultimate selection of a
resource plan for the IRP.

Once a resource need is identified, the Company determines the options to satisfy that
need and determines the near-term and long-term actions necessary to secure the
resource. The options could include a self-build Duke Energy Carolinas-owned, a Duke
Energy Carolinas-owned acquired resource {new or existing), or a purchased power
resource. The Company consistently has issued RFPs for peaking and intermediate
resource needs. For example, following the identification of peaking and intermediate
resource needs, the Company issued a RFP in May 2007 for conventional intermediate
and peaking resource proposals of up to 800 MW beginning in the 2009-2010 timeframe
and up to 2000 additional MW beginning in the 2013 timeframe. Potential bidders could
submit bids for purchased power or for the acquisition of existing or new facilities. Ten
bidders submitted a total of forty-five bids spanning time periods of two to thirty years.
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The bid evaluation considered price, operational flexibility, and location benefits.
Ultimately, the Company determined that none of the proposed bids provided sufficient
advantages to offset the multiple benefits of the proposed Buck and Dan River projects.
The consideration of purchase power options was described in the Company’s CPCN
application for these facilities and addressed in testimony. The Commission issued the
CPCNss for the Buck and Dan River projects in June 2008,

The Company alse issued an RFP for renewable energy proposals in 2007. This RFP
process produced proposals for approximately 1,900 megawatts of electricity from
alternative sources from 26 different companies. The bids included wind, solar, biomass,
biodiesel, landfill gas, hydro, and biogas projects. The Company entered into PPAs for a
large solar project and several landfill gas facilities. In addition, the Company continues
to receive unsolicited proposals for renewable purchased power resources and has entered
into several PPAs as a result of unsolicited proposals.

The 2008 and 2009 IRP plans included over 3000 MWs of “New CT” capacity, in
addition to existing and committed resources for the Cliffside Modernization project and
Buck and Dan River combined cycle projects, as well as Lee Nuclear. The “New CT”
resources reflect an identified need for peaking capacity that wili be refined in future
IRPs and could be met through self-build or purchased resources, or a mix.

Although Duke Energy Carolinas evaluates the competitive wholesale market for
peaking and intermediate resources, the Company’s purchased power philosophy does
not currently include soliciting purchased power bids for baseload capacity. Duke
Energy Carolinas views baseload capacity as fundamentally different from peaking and
intermediate capacity. Currently, there are two key concemns regarding relying upon the
wholesale market for baseload capacity. First, generation outside the control area could
be subject to interruption due to transmission issues more so than generation within the
control area. Second, supplier default could jeopardize the ability to provide reliable
service. The Company therefore believes that Duke Energy Carolinas-owned baseload
resources are the most reliable means for Duke Energy Carolinas to meet its service
obligations in a cost-effective and reliable manner.

In addition, the Company examines unsolicited bids for purchased power or resource
acquisitions and is alert to opportunities to purchase power or resources.

Legislative and Regulatory Issues

Duke Energy Carolinas, which is subject to the jurisdiction of federal agencies including
the Federal Energy Regulatory Commission (FERC), Environmental Protection Agency
(EPA), and the NRC, as well as state commissions and agencies, is potentially impacted
by state and federal legislative and regulatory actions. This section provides a high-level
description of several issues Duke Energy Carolinas is actively monitoring or engaged in
that could potentially influence choices for new generation.
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Air Quality

Duke Energy Carolinas is required to comply with numerous state and federal air
emission regulations such as the Nitrogen Oxide (NOx) State Implementation Plan (SIP)
Call ozone season NOx cap-and-trade program, the Acid Rain Program’s annual sulfur
dioxide (SO2) cap-and-trade program, and the 2002 North Carolina Clean Smokestacks
Act.

As a result of complying with the North Carolina Clean Smokestacks Act, Duke Energy
Carolinas will reduce (SO2) emissions by about 75 percent by 2013 from 2000 levels.
The law also requires additional reductions in NOx emissions by 2007 and 2009, beyond
those required by the federal NOx SIP Call, which Duke Energy Carolinas has and will
achieve. This landmark legislation, which was passed by the North Carolina General
Assembly in June of 2002, calls for some of the lowest state-mandated emission levels in
the nation, and was passed with Duke Energy Carolinas’ input and support.

The following graphs show Duke Energy Carolinas® NOx and SO2 emissions reductions
to comply with the federal NOx SIP Call and the 2002 North Carolina Clean
Smokestacks Act.

Duke Energy Carolinas — Coal Fired Plants
Sulfur Dioxide Reductions (tons)

250,000 80% Reduction 1997-2013 —_
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Duke Energy Carolinas — Coal Fired Plants
Nitrogen Oxides Reductions (tons)
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Clean Air Interstate Rule (CAIR)

The EPA finalized its Clean Air Interstate Rule (CAIR) in May 2005. The CAIR limits
total annual and summertime NO, emissions and annual SO2 emissions from electric
generating facilities across the Eastern U.S. through a two-phased cap-and-trade program.
Phase 1 begins in 2009 for NO, and in 2010 for SO,. Phase 2 begins in 2015 for both
NOy and SO2. On July 11, 2008, the U.S. Court of Appeals for the District of Columbia
(D.C. Circuit) issued its decision in North Carolina v. EPA vacating the CAIR. The EPA
filed a petition for rehearing on September 24, 2008 with the D.C. Circuit asking the
court to reconsider various parts of its ruling vacating the CAIR. In December 2008, the
D.C. Circuit issued a decision remanding the CAIR to the EPA without vacatur. The
EPA must now conduct a new rulemaking to modify the CAIR in accordance with the
court’s July 11, 2008 opinion. This decision means that the CAIR as initially finalized in
2005 remains in effect until the new EPA rule takes effect. The court did not impose a
deadline or schedule on the EPA. It is uncertain how long the current CAIR will remain
in effect or how the new rulemaking will alter the CAIR. Past and future developments
related to the CAIR do not impact existing requirement that Duke Energy reduce its SO2
and NOx emissions under North Carolina Clean Smokestacks Act.

Federal Clean Air Mercury Rule (CAMR)
In May 2005, the EPA published the Standards of Performance for New and Existing

Stationary Sources: Electric Utility Steam Generating Units for control of mercury, better
known as the Clean Air Mercury Rule (CAMR). The rule established mercury emission-
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rate limits for new coal-fired steam generating units, as defined in Clean Air Act section
111(d). 1t also established a nationwide mercury cap-and-trade program covering
existing and new coal-fired power units.

On February 8, 2008 the D.C. Circuit issued its opinion in New Jersey v. EPA, vacating
the CAMR. Subsequent appeals of the court’s decision were denied, meaning there is no
longer a CAMR. The D.C. Circuit’s decision vacating the CAMR creates uncertainty
regarding future mercury emission reduction requirements and their timing. EPA has
begun the process of developing a rule to replace the CAMR. The replacement rule is
expected to establish maximum achievable control technology (MACT) emission limits
for mercury. It is also possible that EPA could move to develop MACT emission limits
for hazardous air pollutants other than mercury. EPA has not announced a schedule for
this rulemaking, but it’s likely to take several years to complete. Typically compliance
with MACT limits is required three years after the limits are established.

Both North Carolina and South Carolina issued final CAMR rules in early 2007, North
Carolina included in its 2007 rule a requirement that Duke Energy develop a mercury
control plan for each coal fired unit in the state by 2013 and implement the plan by 2018.
This regulation is not affected by the vacature of CAMR and will not be affected by
whatever rule EPA develops as a replacement for CAMR. Based on current plans that
include retirement of 1000 MW of older coal-fired capacity, Buck Units 5 & 6 are the
only units in North Carolina that would be in operation in 2018 that do not have any
plans for mercury control. All other units that will be in operation will have wet Flue Gas
Desulphurization (FGD) systems with or without Selective Catalytic Reduction (SCR).
A plan for mercury control for Buck will be developed by 2013. The NC regulation will
allow offsetting the mercury control requirement at Buck by enhancing mercury control
at another unit that has wet FGD.

&8 Hour Ozone Standard

On March 12, 2008 EPA revised the 8 hour ozone standard by lowering it from 84 to 75
parts per billion. In March of 2009 the State of North Carolina submitted its
recommendations for area designations for the 2008 standard. EPA is expected to take a
year to finalize the recommendations at which time the state will have until March of
2013 to develop a SIP for compliance. Any additional controls that are required by the
SIP would likely need to be in place prior to the 2015 ozone season. It is not known at
this time if additional NOx controls will be required on Duke Energy Carolinas units.

Global Climate Change

At the federal level, the U. S. House of Representatives on June 26, 2009, passed H.R.
2454, the American Clean Energy and Security Act of 2009. The bill establishes a
greenhouse gas (GHG) cap-and-trade program that includes the electric utility sector.
Under H.R. 2454 the cap-and-trade program would start in 2012. The U.S. Senate has
taken up debate of climate change legislation in several committees. The debate is
expected to eventually reach the Senate floor but it is not known when that will occur. If
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the Senate eventually passes legislation that differs from the House version, there will be
a conference to try and reconcile the House and Senate versions into a single bill that
each would then have to pass before it becomes law. The GHG emissions from the Duke
Energy Carolinas generating units will almost certainly be regulated under any federal
GHG cap-and-trade program that is enacted.

The U.S. EPA, in response to a 2006 Supreme Court decision, issued an advanced notice
of proposed rulemaking in July of 2008 seeking comment on alternative ways in which
EPA could regulate GHG emissions under the Clean Air Act. In April of 2009 EPA
issued a proposed Endangerment and Cause and Contribute Finding for Greenhouse
Gases under the Clean Air Act. EPA could take final action on the proposal before the
end of 2009. EPA’s proposal specifically targets GHG emissions from new motor
vehicles and new motor vehicle engines and if finalized would not regulate GHG
emissions from electric generating facilities. It is possible that EPA could eventually
regulate greenhouse gas emissions from the electric utility sector.

Renewable Portfolio Standard (RPS)

The North Carolina General Assembly enacted a Renewable Portfolic Standard (RPS)
that requires specific actions by North Carolina utilities to acquire and incorporate set
amounts and types of renewable energy in the supply portfolio as well as established cost
caps for consumers.

In 2009 the U.S. Senate Committee on Energy and Natural Resources issued the
American Clean Energy Leadership Act of 2009. The legislation includes a national
renewable portfolio standard (RPS) provision that begins at 3% in 2011 and increase to
15% in 2021. It is expected that the Senate will attempt to combine this and climate
change legislation into a single bill. In the House, the H.R. 2454 climate change bill
passed on June 26, 2009 includes a federal renewable portfolio standard provision that
begins at 6% in 2012 and increases to 20% in 2021. These two RPS proposals likely
define the boundaries of the debate and the requirements of any potential federal RPS
requirement that might be enacted.
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II1. RESOURCE NEEDS ASSESSMENT (FUTURE STATE)

To meet the future needs of Duke Energy Carolinas’ customers, it is necessary to
understand the load and resource balance. For each year of the planning horizon, Duke
Energy Carolinas develops a load forecast of energy sales and peak demand. To
determine total resources needed, the Company considers the load obligation plus a 17
percent target planning reserve margin. The capability of existing resources, including
generating units, energy efficiency and demand-side management programs, and
purchased power contracts, is measured against the total resource need. Any deficit in
future years will be met by a mix of additional resources that reliably and cost-effectively
meets the load obligation.

The following sections provide detail on the load forecast and the changes to existing
resources.

Load Forecast

The Spring 2009 Forecast includes projections of the energy needs of new and existing
customers in Duke Energy Carolinas service territory. Certain wholesale customers have
the option of obtaining all or a portion of their future energy needs from other suppliers.
While this may reduce Duke Energy Carolinas obligation to serve those customers, Duke
Energy Carolinas assumes for planning purposes that certain existing wholesale customer
load (excluding Catawba owner loads as discussed below) will remain part of the load
obligation.

The forecasts for 2009 through 2029 include the energy needs of the wholesale and retail

customer classes as follows:

e Duke Energy Carolinas retail, including the retail load associated with Nantahala
Power and Light (NP&L) area
Duke Energy Carolinas wholesale municipal customers served firm as native load.
NP&L area wholesale customers Western Carolina University and the Town of
Highlands

o NCEMC load relating to ownership of Catawba

Blue Ridge, Piedmont and Rutherford Electric Membership Cooperatives’

supplemental load requirements

Hourly electricity sale to NCEMC starting in January 2009

Haywood EMC load requirements starting in January 2009

The city of Greenwood SC load requirements starting in January 2010 _

Undesignated wholesale load of approximately 200 MWs in 2013, 400 MWs in 2014,

600 MWs in 2015 and 800 MWs in 2016 and beyond in recognition of potential

wholesale load sales.

Notes (b), (d) and (e) of Table 3.2 give additional detail on how the four Catawba Joint
Owners were considered in the forecasts. Per NCUC Rule R8-60 (i) (1) a description of
the methods, models and assumptions used by the utility to prepare its peak load (MW)
and energy sales (MWH) forecasts and the variables used in the models is provided on
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pages 4-6 of the Duke Energy Carolinas 2009 Forecast shown in Appendix B. Also, per
Rule R8-60 (i) (1) (i) a forecast of customers by each customer class and a forecast of
energy sales (KWH) by each customer class is provided on pages 9-14 and pages 19-23
of the 2009 Forecast Book. Also, the forecasts shown below in Tables 3.2 and 3.3 are not
the same as those shown on pages 24-27 of the Duke Energy Carolinas Spring 2009
Forecast Book, primarily because the Spring 2009 Forecast Book’s peak forecasts include
the total resource needs for all Catawba Joint Owners. It also does not include the
undesignated wholesale load used for planning purposes.

Duke Energy Carolinas retail sales have grown at an average annual rate of 1.1 percent
from 1993 to 2008. (Retail sales, excluding line losses, are approximately 84 percent of
the total energy considered in the 2009 IRP in 2009.) The following table shows
historical and projected major customer class growth rates. The projected major
customer class growth rates include the impacts of EE, carbon dioxide (CO2) price
impact on demand, and plug-in hybrid vehicles but not wholesale sales.

Table 3.1

Retail Load Growth (kWh sales)

Time Total Retail | Residential General Industrial Industrial
Period Service Textile Non-Textile
1993 to 1.1% 2.1% 3.1% -6.3% 0.7%
2008

1993 to 1.1% 1.9% 3.6% -4.5% 0.5%
2003

2003 to 1.1% 2.7% 2.3% 9.8% 1.0%
2008

2008 to 1.0% 1.5% 1.7% -7.0% 0.1%
2029

A decline in the Industrial Textile class was the key contributor to the low load growth
from 2003 to 2008, offset by growth in the Residential and General Service classes over
the same period. Over the last 5 years, an average of approximately 48,000 new
residential customers per year was added to the Duke Energy Carolinas service area.

Duke Energy Carolinas’ total retail load growth over the planning horizon is driven by
the expected growth in Residential and General Service classes. Over the forecast
horizon, the closing of Textile plants is expected to continue, especially in the near term
as the US Bi-Lateral Trade Agreement with China has expired. The Other Industrial class
is also expected to decline in the near turn due to the weak economy. In the long term
several sectors, such as Rubber & Plastics and Food, are projected to show solid growth
whereas other sectors, such as Furniture and Electronics, are projected to decline.
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(Additional details on the current forecast can be found in the Duke Energy Carolinas
Spring 2009 Forecast in Appendix B.)

The current 20-year forecast of the needs of the retail and wholesale customer classes,
which does not include the impact of new energy efficiency programs, projects a 1.5
percent average annual growth in summer peak demand, while winter peaks are
forecasted to grow at an average annual rate of 1.4 percent. The forecast for average
annual territorial energy need is 1.6 percent. The growth rates use projected 2009
information as the base year with a 17,489 MW summer peak, a 15,997 MW winter peak
and a 89,515 GWH average annual territorial energy need.

If the impacts of new energy efficiency programs are included, the average annual growth
in summer peak demand is 1.4 percent, while winter peaks are forecasted to grow at an
average annual rate of 1.3 percent. The forecast for average annual territorial energy
need is 1.4 percent. The growth rates use projected 2009 information as the base year
with a 17,479 MW summer peak, a 15,997 MW winter peak and an 89,442 GWH
average annual territorial energy need.

A tabulation of the utility’s forecasts for a 20- year period, including peak loads for
summer and winter seasons of each year and annual energy forecasts is shown below.
The load forecast for the 2009 IRP which includes the undesignated wholesale load but
does not include new energy efficiency programs is shown below:
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Table 3.2
Load Forecast without Energy Efficiency Programs
YEAR>%¢ SUMMER WINTER TERRITORIAL
mw)’ MW ENERGY (GWH)
2010 17,668 16,165 89,315
2011 17,995 16,433 90,427
2012 18,246 16,624 91,550
2013 18,450 16,820 91,946
2014 18,791 17,115 93,338
2015 19,198 17,449 95,118
2016 19,650 17,822 97,205
2017 19,867 17,986 98,194
2018 20,136 18,177 99411
2019 20,405 18,380 100,776
2020 20,705 18,615 102,480
2021 21,009 18,849 104,311
2022 21,324 19,096 106,306
2023 21,658 19,360 108,511
2024 22,012 19,641 110,861
2025 22,363 19,922 113,277
2026 22,731 20,223 115,791
2027 23,092 20,511 118,227
2028 23,444 20,791 120,572
2029 23,787 21,065 122,802

The load forecast for the 2009 TRP which includes the undesignated wholesale load and
also includes new energy efficiency programs, as reflected in Section 4, is shown below:
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Table 3.3
Load Forecast with Energy Efficiency Programs
YEAR™"*%* SUMMER WINTER TERRITORIAL
MW’ MW) ENERGY (GWH)
2010 17,629 16,136 89,005
2011 17,923 16,362 89,843
2012 18,121 16,521 90,535
2013 18,287 16,643 90,629
2014 18,597 16,905 91,766
2015 18,962 17,195 93,200
2016 19,357 17,474 94,820
2017 19,531 17,642 95,581
2018 19,770 17,768 96,552
2019 20,011 17,942 97,565
2020 20,253 18,143 98,795
2021 20,526 18,250 100,494
2022 20,841 18,541 102,489
2023 21,175 18,805 104,694
2024 21,544 19,086 107,035
2025 21,895 19,411 109,460
2026 22,263 19,668 111,975
2027 22,609 19,912 114,411
2028 22,961 20,236 116,745
2029 23,304 . 20,510 118,985

Notea:  The MW (demand) forecasts above are not the same as those shown on pages 24-27 of the
Duke Energy Carolinas Spring 2009 Forecast Book, primarily because the Spring 2009
Forecast Book’s peak forecasts include the total resource needs for all Catawba Joint Owners.
Tt also does not include the undesignated wholesale load used for planning purposes.

Noteb:  As part of the joint ownership arrangement for Catawba Nuclear Station, NCEMC and SR
took sole responsibility for their supplemental load requirements beginning January 1, 2001.
As a result, SR’s supplemental load requirements above its ownership interest in Catawba are
not reflected in the forecast, Beginning in October 1, 2008, the SR ownership portion of
Catawba is not reflected in the forecast duc to a sale of this interest, which caused SR to
become a full-requirements customer of another utility.

Notec:  The load forecast includes Duke Energy Carolinas’ contract to serve Blue Ridge, Piedmont
and Rutherford EMC’s supplemental load requirements from 2006 through 2028. A new
contract between Duke Energy Carolinas and NCEMC provides additional hourly electricity

sales to NCEMC beginning in January 2009,

Noted:  As part of the joint ownership arrangement for the Catawba Nuclear Station, the NCMPAL1
took sole responsibility for its supplemental load requirements beginning January 1, 2001. As
a result, NCMPA1 supplemental load requirements above its ownership interest in Catawba
Nuclear Station are not reflected in the forecast. In 2002, NCMPAL1 entered into a firm-
capacity sale beginning January 1, 2003, when it sold 400 MW of its ownership interest in
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Catawba. In 2003, NCMPA1 entered into another agreement beginning January 2004, when
it chose not to buy reserves for its remaining ownership interest (432 MW) from Duke Energy
Carolinas. These changes reduce the Duke Energy Carolinas load forecast by the forecasted
NCMPAL1 load in the control arca (974 MW at 2008 summer peak ) and the available capacity
to meet the load obligation by its Catawba ownership (832 MW). The Plan assumes that the
reductions remain over the 20-year planning horizon.

Note e:  The PMPA assumed solc responsibility for its supplemental load requircments beginning
January 1, 2006. Therefore, PMPA supplemental load requirements above its ownership
interest in Catawba Nuclear Station are not reflected in the load forecast beginning in 2006.
Necither will the PMPA ownership interest in Catawba be included in the load forecast
beginning in 2006, because PMPA also terminated its existing Interconnection Agreement
with Duke Energy Carolinas effective January 1, 2006. Therefore, Duke Energy Carolinas is
not responsible for providing reserves for the PMPA ownership interest in Catawba. These
changes rcduce the Duke Encrgy Carolinas load forecast by the forecasted PMPA load in the
control arca {503 MW at 2008 summer peak) and the available capacity to meet the load
obligation by its Catawba ownership (277 MW). The Plan assumcs that the reductions remain
over the 20-year planning horizon.

Note i:  Summer peak demand, winter peak demand and territorial energy arc for the calendar years
indicated. (The customer classes are described at the beginning of this section.) Territorial
energy includes losses and unbilled sales (adjustments made to creatc calendar billed sales
from billing period sales).

Changes to Existing Resources

Duke Energy Carolinas will adjust the capabilities of its resource mix over the 20-year
planning horizon. Retirements of generating units, system capacity uprates and derates,
purchased power contract expirations, and adjustments in EE and DSM capability affect
the amount of resources Duke Energy Carolinas will have to meet its load obligation.
Below are the known or anticipated changes and their impacts on the resource mix.

New Cliffside Pulverized Coal Unit

In March 2007, Duke Energy Carolinas received a CPCN for the 825 MW Cliffside 6
unit, which is scheduled to be on line in 2012. Duke Energy Carolinas received an air-
quality permit from the North Carolina Division of Air Quality (NCDAQ) in January
2008. Construction began immediately following the issnance of the air permit and is
underway.

Bridgewater Hydro Powerhouse Upgrade

The two existing 11.5 megawatt units at Bridgewater Hydro Station are being replaced by
two 15 megawatt units and a small 1.5 megawatt unit to be used to meet continuous
release requirements, which is scheduled to be available for the summer peak of 2012.

Jocassee Unit 1 and 2 Runner Upgrades
Capacity additions reflect an estimated 50 MW capacity up-rate at the Jocassee pumped
storage facility from increased efficiency from the new runners to be installed in 2011.
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Belews Creek Lower Pressure Rotor Upgrade

Capacity additions reflect an estimated 26 MW capacity up-rate at Belews Creek Steam
Station due to increased efficiency from new low pressure turbine rotors on Units | and 2
to be installed in 2009 and 2010.

Buck Combined Cycle Natural Gas Unit

Economic factors in 2008 and 2009 have caused increased uncertainty with regard to
forecasted load and near term capital expenditures. Due to the current recession impact
on forecasted load there is not a need for additional capacity in the summer of 2011.
Because of this the Buck combined cycle project will not be phased-in and will proceed
straight to a combined cycle unit to be operational by the end of 2011 and available by
the summer of 2012, Project implementation has begun to meet this operational date.

Dan River Combined Cycle Natural Gas Unit

The air permit application was submitted in October 2008, with the final permit expected
to be received by the end of 2009. Major equipment is scheduled for delivery in 2010
and construction is scheduled to begin the first quarter of 2011. Since the filing of the
2008 IRP, which refiected the Dan River CC project available for the summer of 2012,
the project schedule has been updated to reflect project availability by the summer of
2013, due to the lower forecasted load.

Although the reserve margin may be higher than the targeted 17% in 2013, this IRP
reflects an operation date by the end of 2012 for a number of reasons, including:

o  Over 1000 MWs of unrealized resources associated with renewables, EE and
DSM, and capacity up-rates in the 2013 timeframe.

e The potential for quicker rebound of the economy than currently estimated in the
load forecast.

e Maintains project synergies with the Buck combined cycle project.

With the planned retirement of over 1,600 MWs of cycling coal generation the Buck and
Dan River combined cycle units will be needed to fill the Company’s continued long
term need for additional efficient cycling capability to maintain system reliability.
Furthermore, significant environmental risks could result in additional retirements of
cycling coal-fired generation thereby increasing the need for Dan River to be operational
by the summer of 2015.

Multiple variables that could impact the ultimate timing of the Dan River combined cycle
project will continued to be monitored.

Riverbend, Buck and Dan River Combustion Turbine De-rates

The available system capacity is reviewed every spring. In the 2009 review there were
multiple de-rates among the old fleet combustion turbine fleet at Buck, Dan River and
Riverbend totaling 124 MWs. These turbines were installed in the late 1960°s and early
1970’s and are approaching end of life, with increasing difficulty in finding parts required
for optimal operation,
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Short term capacity needs to maintain an acceptable reserve margin can be met with any
combination of built or purchased generation, purchase power agreements, or increased
DSM. In addition, the timing of the Dan River project can continue to be optimized.

Generating Units Projected To Be Retired

Various factors have an impact on decisions to retire existing generating units. These
factors, including the investment requirements necessary to support ongoing operation of
generation facilities, are continuously evaluated as future resource needs are considered.
Table 3.4 reflects current assessments of generating units with identified decision dates
for retirement or major refurbishment. There are two requirements related to the
retirement of 800 MWs of older coal units. The first, a condition set forth in the NCUC
Order in Docket No. E-7, Sub 790, granting a CPCN to build Cliffside Unit 6, requires
the retirement of the existing Cliffside Units 1-4 no later than the commercial operation
date of the new unit, and retirement of older coal-fired generating units (in addition to
Cliffside Units 1-4) on a MW-for-MW basis, considering the impact on the reliability of
the system, to account for actual load reductions realized from the new EE and DSM
programs up to the MW level added by the new Cliffside unit*. The requirement to retire
older coal is also set forth in the air permit for the new Cliffside unit, in addition to
Cliffside Units 1-4, of 350 MWs of coal generation by 2015, an additional 200 MWs by
2016, and an additional 250 MWs by 2018. If the North Carolina Utilities Commission
determines that the scheduled retirement of any unit identified for retirement pursuant to
the Plan will have a material adverse impact of the reliability of electric generating
system, Duke may seek modification of the this plan. For planning purposes, the
retirement dates for these 800 MWs of older coal are associated with the expected
verification of realized EE load reductions, which is expected to occur earlier than the
retirement dates set forth in the air permit.

Table 3.4 shows the assumptions used for planning purposes rather than firm

~ commitments concerning the specific units to be retired and/or their exact retirement
dates. The conditions of the units are evaluated annually and decision dates are revised
as appropriate. Duke Energy Carolinas will develop orderly retirement plans that
consider the implementation, evaluation, and achievement of EE goals, system reliability
considerations, long-term generation maintenance and capital spending plans, workforce
allocations, long-term contracts including fuel supply and contractors, long-term
transmission planning, and major site retirement activities.

4 Ref NCUC Docket No. E-7, Sub 790 Order Granting CPCN with Conditions, March 21, 2007



Table 3.4
Projected Unit Retirements
STATION CAPACITY | LOCATION DECISION | PLANT TYPE
IN MW DATE

Buck 4* 38 Salisbury, N.C. 10/01/2011 | Conventional Coal
Buck 3* 75 Salisbury, N.C. 10/01/2011 | Conventional Coal
Cliffside 1* 38 Cliffside, N.C. 10/01/2011 | Conventional Coal
Cliffside 2* 38 Cliffside, N.C. 10/01/2011 | Conventional Coal
Cliffside 3* 61 Cliffside, N.C. 10/01/2011 | Conventional Coal
Cliffside 4* 61 Cliffside, N.C. 10/01/2011 | Conventional Coal
Dan River 1* 67 Eden, N.C. 10/01/2012 | Conventional Coal
Dan River 2* 67 Eden, N.C. 10/01/2012 | Conventional Coal
Dan River 3* 142 Eden, N.C. 10/01/2012 | Conventional Coal
Buzzard Roost 6C:_ 22 Chappels, S.C. 6/01/2012 | Combustion Turbine
Buzzard Roost 7Cﬂ 22 Chappels, S.C. 6/01/2012 | Combustion Turbine
Buzzard Roost 8C 22 Chappels, S.C. 6/01/2012 | Combustion Turbine
Buzzard Roost 9cfﬂ 22 Chappels, S.C. 6/01/2012 | Combustion Turbine
Buzzard Roost IOCH 18 Chappels, S.C. 6/01/2012 | Combustion Turbine
Buzzard Roost 11C 18 Chappels, S.C. 6/01/2012 | Combustion Turbine
Buzzard Roost ]2Cﬂ 18 Chappels, S.C. 6/01/2012 | Combustion Turbine
Buzzard Roost 13Cﬂ 18 Chappels, S.C. 6/01/2012 | Combustion Turbine
Buzzard Roost 14Cﬂ_ 18 Chappels, S.C. 6/01/2012 | Combustion Turbine
Buzzard Roos}_‘ 15C 18 Chappels, S.C. 6/01/2012 | Combustion Turbine
Riverbend 8C 0 Mt. Holly, N.C. 6/01/2012 | Combustion Turbine
Riverbend 9C 22 Mt. Holly, N.C. 6/01/2012 | Combustion Turbine
Riverbend IOCZ 22 Mt. Holly, N.C. 6/01/2012 | Combustion Turbine
Riverbend 11C 20 Mt. Holly, N.C. 6/01/2012 | Combustion Turbine
Buck 7C 25 Spencer, N.C. 6/01/2012 | Combustion Turbine
Buck 8C“ 25 Spencer, N.C. 6/01/2012 | Combustion Turbine
Buck 9C 12 Spencer, N.C. 6/01/2012 | Combustion Turbine
Dan River 4C" 0 Eden, N.C. 6/01/2012 | Combustion Turbine
Dan River 5C 24 Eden, N.C. 6/01/2012 | Combustion Turbine
Dan River 6C 24 Eden, N.C. 6/01/2012 | Combustion Turbine
Riverbend 4* 04 Mt. Holly, N.C. 6/01/2015 | Conventional Coal
Riverbend 5* 94 Mt. Holly, N.C. 6/01/2015 | Conventional Coal
Riverbend 6* 133 Mt. Holly, N.C. 6/01/2016 | Conventional Coal
ijerber:il_‘d 7* 133 Mt. Holly, N.C. 6/01/2017 | Conventional Coal
Buck Sm 128 Spencer, N.C. 1/01/2020 | Conventional Coal
Buck 6 128 Spencer, N.C. 1/01/2020 | Conventional Coal
Lee 1:' 100 Pelzer, S.C. 1/01/2020 | Conventional Coal
Lee 2“' 100 Pelzer, S.C. 1/01/2020 | Conventional Coal
Lee3 170 Pelzer, S.C. 1/01/2020 | Conventional Coal
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Notes:

* Retirement assumptions associated with the conditions in the NCUC Order in
Docket No. E-7, Sub 790, granting a CPCN to build Cliffside Unit 6.

e The old fleet combustion turbines retirement dates were accelerated based on
derates in 2009, availability of replacement parts and the general condition of the
remaining units.

***  For the 2009 IRP process, remaining coal units without scrubbers were assumed
to be retired in 2020. Based on the continued increased regulatory scrutiny from
an air, water and waste perspective, these units will likely either be required to
install additional controls or retire. If a decision is made to control any of these
units, they will be removed from the retirement list.

Load and Resource Balance

The following chart shows the existing resources and resource requirements needed to
meet the load obligation, plus the 17 percent target planning reserve margin. Beginning
in 2009, existing resources, consisting of existing generation and purchased power to
meet load requirements, total 21,157 MW. The load obligation plus the target planning
reserve margin is 20,462 MW, indicating sufficient resources to meet Duke Energy
Carolinas’ obligation. The need for additional capacity grows over time due to load
growth, unit capacity adjustments, unit retirements, existing DSM program reductions,
and expirations of purchased-power contracts. The need grows to approximately 3,640
MW by 2019 and to 7,490 MW by 2029. Assumptions made in the development of this
chart include:

Cliffside 6 is built by the summer of 2012 and included in Existing Resources
Coal retirements associated with Cliffside 6 Ruling and Permits are included

No conservation programs are included

Existing DSM programs end in 2009 and are not replaced

Buck/Dan River combined cycle facilities are not included in Existing Resources
Renewable capacity is built or purchased to meet the NC REPS

No retirements of old fleet CTs or Buck, Dan River and Lee Steam Stations are
included

AR ol e
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Chart 3.1
Load and Resource Balance
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IV. RESOURCE ALTERNATIVES TO MEET FUTURE ENERGY NEEDS

Many potential resource options are available to meet future energy needs. They range
from expanding EE and DSM resources to adding new generation capacity and/or
purchases (including renewables) to the Duke Energy Carolinas system.

Following are the generation (supply-side) technologies Duke Energy Carolinas
considered in detail throughout the planning analysis:

Conventional Technologies (technologies in common use)
o Base Load — 800 MW supercritical pulverized coal units
e Base Load — Two 1,117 MW nuclear units (AP1000)
e Peaking/Intermediate — 632 MW natural gas combustion turbine facility
comprised of four units
e Peaking/Intermediate — 620 MW natural gas combined cycle facility comprised
of 2-on-1 units with inlet chilling and duct firing

Demonstrated Technologies (technologies with limited acceptance and not in
widespread use):
e Base Load - 630 MW class IGCC

Renewable Technologies
¢ On Shore Wind (15% contribution to capacity on peak)
e Solar PV (50% contribution to capacity on peak)
¢ Biomass Firing
o Woody Biomass Firing
o Poultry Waste Firing
o Hog Digester Biogas Firing
e Landfill Gas

A portion of the REPS requirements was also assumed to be provided by EE and DSM,
co-firing biomass in some of Duke Energy Carolinas’ existing units, and by purchasing
Renewable Energy Certificates (RECS) from out of state, as allowed in the legislation.

EE and DSM programs that were considered in the planning process:
EE and DSM Program Screening

The Company uses the DSMore model to evaluate the costs, benefits, and risks of DSM
and EE programs and measures. DSMore is a financial analysis tool designed to estimate
the value of a DSM/EE measure at an hourly level across distributions of weather and/or
energy costs or prices. By examining projected program performance and cost
effectiveness over a wide variety of weather and cost conditions, the Company is in a
better position to measure the risks and benefits of employing DSM/EE measures versus



traditional generation capacity additions, and further, to ensure that DSM resources are
compared to supply side resources on a level playing field.

The analysis of energy efficiency cost-effectiveness has traditionally focused primarily
on the calculation of specific metrics, often referred to as the California Standard tests:
Utility Cost Test (UCT), Rate Impact Measure (RIM) Test, Total Resource Cost (TRC)
Test, Participant Test, and Societal Test. DSMore provides the results of those tests for
any type of energy efficiency program (demand response and/or energy conservation).

The use of multiple tests can ensure the development of a reasonable set of DSM/EE
programs, indicate the likelihood that customers will participate, and also protect against
cross-subsidization.

Energy Efficiency and Demand-Side Management Programs

Duke Energy Carolinas has made a strong commitment to energy efficiency and
demand-side management. Duke Energy Carolinas has proposed a new save-a-watt
approach that fundamentally changes both the way these programs are perceived and
the role of the Company in achieving results. The new approach recognizes EE and
DSM as a reliable, valuable resource, that is, a “fifth fuel,” that should be part of the
portfolio available to meet customers’ growing need for electricity along with coal,
nuclear, natural gas, and renewable energy. The “fifth fuel” helps customers meet their
energy needs with less electricity, less cost and less environmental impact. The
Company will manage EE and DSM as a reliable “fifth fuel” and provide customers
with universal access to these services and new technology. Duke Energy Carolinas
has the expertise, infrastructure, and customer relationships to produce results and make
it a significant part of its resource mix. Duke Energy Carolinas accepts the challenge to
develop, implement, adjust as needed, and verify the results of innovative energy
efficiency programs for the benefit of its customers.

The EE and DSM plan will be updated annually based on the performance of programs,
market conditions, economics, consumer demand, and avoided costs.

» Duke Energy Carolinas has reached a settlement with the North Carolina Public
Staff, Southern Alliance for Clean Energy, Environmental Defense Fund, Natural
Resources Defense Council, and the Southem Environmental Law Center to its
North Carolina application for regulatory treatment of the financial aspects of its
proposed energy efficiency and demand response programs. Under this
agreement, if approved by the North Carolina Utilities Commission, the
Company will agree to an earnings cap on efficiency programs, increased energy
efficiency impacts in years 3 and 4 of the program, and recovery of lost margins.
Additionally, this agreement, along with the approval of save-a-watt in Ohio,
forms the basis for the Company’s proposal in South Carolina.

The Duke Energy Carolinas’ proposed EE plan also complies with the requirement set
forth in the Cliffside Unit 6 CPCN Order” to spend at least 1% of annual retail revenue

3 Ref NCUC Docket No. E-7, Sub 790 Order Granting CPCN with Conditions, March 21, 2007.
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requirement from the sale of electricity on future conservation and demand response
programs each year, subject to appropriate regulatory treatment. The proposed settlement
will increase the Company's potential EE impacts significantly over the coming years, as
used in the analysis for this IRP. However, pursuing energy efficiency and demand-side
management initiatives will not meet all our growing demands for electricity. The
Company still envisions the need to build clean coal, nuclear, and gas generation as well
as cost-effective renewable generation, but the save-a-watt approach could address
approximately half the 2015 new resource need.

Table 4.1 provides the base case projected load impacts of the conservation and DSM or
demand response portfolio of products and services through 2033. These were included
in the base case IRP analysis. The projected load impacts from the conservation
programs were based upon three bundles of the save-a watt portfolio of programs. This
was accomplished by allowing a new bundle to enter every four years. The conservation
impacts were assumed at 85% of the target impacts from the NC Settlement on the EE
proposal. The projected load impacts from the DSM programs are based upon the
continuing as well as the new demand response programs.

Table 4.2 provides a high case scenario which uses the full target impacts of the save-a-
watt bundle of programs for the first five years and then increases the load impacts at 1%
of retail sales every year afier that until the load impacts reach the economic potential
identified by the 2007 market potential study. ®

8 The load impacts in the high cnergy efficiency case have been reduced to account for the load reductions
from the customer price response to the inclusion of higher projected clectric rates for the cost of carbon
compliance in the load forecast.
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Table 4.1
Base Case Projected Load Impacts
Conservation and Demand-Side Management Programs
= : i % i . ;
Conservation Program Load Impacts Demand-Side Management Program Impacts Total
MWH MW Summer Peak MW Summer Peak
Year Residential | Non-residential Total Total IS | SG | PowerShare | Power Manager Total MW Impacts
2005 59,710 13,972 73,682 10| 282| 92 219 593 603
2010 251,430 58,487 309,917 39| 282| 92 244 81 700 739
2011 470,897 113,657 584,555 721 282] 92 248 210 831 903
2012 805,626 209,104 | 1,014,730 125| 282| 92 247 322 943 1,069
2013 1,042,262 275,088 | 1,317,350 le4 | 282 92 248 322 944 1,108
2014 1,245,931 322,141 | 1,572,072 194 | 282 | 92 249 322 945 1,139
2015 1,523,586 395,542 | 1,919,128 236 282| 92 250 322 946 1,182
5 2016 1,884,568 500,912 | 2,385,480 293 282| 92 251 322 047 1,240
2017 2,064,230 548,881 | 2,613,110 33| 282| 92 253 322 049 1,286
2018 2,266,115 593,843 | 2,859,958 36| 282| 92 253 322 949 1,315
2019 2,542,551 668,247 | 3,210,799 394| 282 92 254 322 950 1,345
2020} 2,908,695 775,567 | 3,684,262 452 | 282 | 92 256 322 952 1,404
2021 3,009,326 807,214 | 3,816,540 4831 282| 92 256 322 952 1,436
2022 3,009,414 807,170 | 3,816,584 483 282| 92 258 322 954 1,438
2023 3,009,438 807,186 | 3,816,624 483 | 282| 92 259 322 955 1,439
2024 3,017,662 809,197 | 3,826,859 4831 282 ( @2 260 322 956 1,440
2025] 3,009,337 807,189 | 3,816,525 483 | 282 92 261 322 957 1,441
2026] 3,008,263 807,306 | 3,816,569 483 | 282 | 92 262 322 958 1,442
2027 3,009,326 807,214 | 3,816,540 483 | 282| 92 263 322 959 1,443
2028 3,017,663 809,192 | 3,826,855 483 282| 92 265 322 961 1,445
2029] 3,009,254 807,179 | 3,816,433 483 | 282| 92 265 322 961 1,445




Table 4.2

High Case Projected Load Impacts
Conservation and Demand-Side Management Programs
Conservation Program Load Impacts Demand-Side Management Program Impacts Total
MWH MW Summer Peak MW Summer Peak
Year | Residential | Non-residential Total Total IS SG Power Share | Power Manager| Total MW Impacts
2009| 59,710 13,972 73,682 10 282 92 219 593 603
20000 251,430 58,487 309,917 39 282 92 244 81 700 739
2011 553,997 133,714 687,711 85 282 92 246 210 831 916
2012 947,796 246,005 1,193,800 147 282 92 247 322 943 1,090
2013] 1,042,262 275,088 1,317,350 163 282 92 248 322 944 1,107
2014 1,249,931 322,141 1,572,072 194 282 92 249 322 945 1,139
2015] 1,665,930 432,496 2,098,426 258 282 92 250 322 946] 1,204
& 2016 2,131,757 566,614 | 2,698,371 331 282 92 251 322 947 1,278
2017 2,606,557 693,086 | 3,299,643 425 282 92 253 322 949| 1,374
2018] 3,108,075 814,481 3,922,556 502 282 92 253 322 949| 1,451
2019] 3,673,343 965,448 4,638,791 570 282 92 254 322 950 1,520
2020] 4,232,100 1,128,436 | 5,360,536 657 282 92 256 322 952 1,609
2021 4,993,526 1,339,451 | 6,332,978 802 282 92 256 322 952 1,754
2022| 5,626,168 1,509,022 | 7,135,189 903 282 92 258 322 954 1,857
2023| 6,282,821 1,685,166 | 7,967,988 1,009 282 92 259 322 955 1,964
2024] 6,983,198 1,872,570 8,855,769 1,082 282 92 260 322 956 2,038
2025] 7,659,793 2,054,571 ] 9,714,364 1,191 282 92 261 322 957 2,148
2026] 8,374,170 2,246,568 | 10,620,738 1,302 282 92 262 322 958] 2,260
2027] 9,105,731 2,442,499 | 11,548,230 1,462 282 92 263 322 959| 2,421
2028] 9,881,746 2,649,808 | 12,531,554 1,582 282 92 265 322 961 2,543
2029| 10,616,011 2,847,556 | 13,463,567 1,704 282 o2 265 322 961 2,665




V. OVERALL PLANNING PROCESS CONCLUSIONS

Duke Energy Carolinas’ Resource Planning process provides a framework for the
Company to access, analyze and implement a cost-effective approach to meet customers’
growing energy needs reliably. In addition to assessing qualitative factors, a quantitative
assessment was conducted using a simulation model.

A variety of sensitivities and scenarios were tested against a base set of inputs for various
resource mixes, allowing the Company to better understand how potentially different
future operating environments such as fuel commodity price changes, environmental
emission mandates, and structural regulatory requirements can affect resource choices,
and, ultimately, the cost of electricity to customers. (Appendix A provides a detailed
description and results of the quantitative analyses).

The quantitative analyses suggest that a combination of additional baseload, intermediate
and peaking generation, renewable resources, EE, and DSM programs is required over
the next twenty years to meet customer demand reliably and cost-effectively.

The new pulverized coal units at Cliffside (Cliffside Unit 6) and the new combined cycle
facilities at the Buck and Dan River Steam stations have received CPCNs from the
NCUC and were incorporated in the base generation. In addition, Duke Energy Carolinas
has included DSM/EE and renewable resources consistent with the Company’s energy
efficiency plan approved in North Carolina and to meet the REPS. Approximately 200
MWs of nuclear up-rates were demonstrated to be cost effective in the 2008 IRP and
specific projects are being developed to be implemented in the 2012-2016 timeframe.
While near-term, there are no significant additional capacity needs beyond these
committed and planned additions, the Company has capacity needs in 2016 and beyond.

As approved by the North Carolina Utilities Commission and the Public Service
Commission of South Carolina, Duke Energy Carolinas is conducting project
development work to evaluate the addition of the proposed William States Lee, III
Nuclear Station in Cherokee County, South Carolina. The analysis of new nuclear
capacity contained in the IRP focuses on the impact of various uncertainties, such as load
variations, nuclear capital costs, the impact of greenhouse gas Jegislation, fue] prices, and
the availability of options such as federal loan guarantees that can help reduce the costs to
customers for this greenhouse gas-emission free base load resource.

The IRP analysis included sensitivities on each of the uncertainties described below:

Load Variations: The base case load forecast incorporates the impact of the current
recession, projected energy efficiency achievements, demand destruction associated with
the implementation of carbon legislation, new wholesale sales opportunities and the
impact associated with future plug-in hybrid vehicles. The high and low load forecast
sensitivities were developed to reflect a 95% confidence interval.

Nuclear Capital Costs: The project escalation rate was lower than the rate included in the
2008 IRP to reflect the current market trends and projections. For sensitivities the
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nuclear capital cost was varied on the low end to reflect the impact of minimal project
contingency and varied on the high side to reflect increased labor and material cost.

Greenhouse Gas Legislation: Based on the momentum in the United States Congress
with regards to greenhouse gas legislation, a base case assumption for CO2 prices was
selected based on the CO2 reductions associated with the Dingle/Boucher bill proposed
in the fall of 2008. Variations in CO2 prices were made to reflect the impact of carbon
offsets on allowance prices currently being debated in the Waxman/Markey Bill (HR
2454).

Fuel Prices: The base case gas and coal price projections were based on the Duke
Energy’s fundamental price forecasts, which are updated annually. A high cost fuel
scenario was evaluated which reflects the impact increased demand on natural gas and
regulatory challenges to the coal mining industry. The lower cost fuel scenario represents
enhanced natural gas recovery methods that open up increased reserves in the United
States and lower demand on coal.

Nuclear Financing Options: The 2008 IRP incorporated tax and financing savings for the
nuclear options. The Energy Policy Act of 2005 included incentives for new nuclear
generation including production tax credits (PTCs) and federal loan guarantees (FLGs).
In addition, state and local incentives are available to support new nuclear development.
Also, the impact of collecting construction financing costs prior to commercial
operations, thereby lowering the ultimate cost to customers, was incorporated into the
analysis. Such treatment is allowed in both North Carolina and South Carolina, but to
different degrees. The nuclear cost, referenced as “traditional financing” in the 2009
Annual Plan, include state and local incentives, and the ability to obtain construction
financing cost prior to commercial operation. PTCs were included as traditional
financing for the portfolios with a nuclear commercial operating date (COD) of 2018-
2019 but not for a COD of 2021-2023. The nuclear cost, referenced as “favorable
financing” included both the PTCs and FLGs. The potential opportunities to take
advantage of these incentives were evaluated as sensitivities because (1) there is
uncertainty regarding the inclusion of PTCs due to the construction and operation timing
requirements; and (2) the limited number of facilities that will qualify for FLGs.
However, it is important to continue to include these benefits as sensitivities because
there are currently proposals in the CO2 legislation being debated that could expand these
programs.

The results of the quantitative and qualitative analyses suggest that a combination of
additional baseload, intermediate, and peaking generation, renewable resources, and EE
and DSM programs are required over the next 20 years. The near-term resource needs
can be met with new EE and DSM programs, completing construction of the Buck, Dan
River, and Cliffside Projects, as well as pursuing nuclear uprates and renewable
resources.

With regard to the timeframe for new nuclear capacity, the IRP analysis provided three

key insights: 1) inclusion of new nuclear capacity in the Company’s portfolio of
resources results in lower costs to customers (in net present value of revenue
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requirements) than portfolios without new nuclear capacity; 2) a regional partnership
approach—allowing Duke Energy Carolinas and other companies to own partial shares of
new nuclear units — would provide additional benefits to customers, if such
opportunities arise; and 3) a COD around 2021 for sole ownership of one or two nuclear
units by Duke Energy Carolinas is lower cost for customers than a COD around 2018. In
addition to the quantitative analysis showing the advantages of a later COD, a later date
allows time for the Company to further explore the development of a regional nuclear
strategy and to pursue legislation needed to minimize the financing costs ultimately borne
by customers. The Company will continue to pursue a COLA from the NRC.

To demonstrate that the Company is planning adequately for customers, a portfolio
incorporating the impact of impending carbon legislation was selected for the purposes of
preparing the Load, Capacity, and Reserve Margin Table (LCR Table).

This portfolio consisted of 3,350 MW’ of new natural gas simple cycle capacity, 2,234
MW of new nuclear capacity, 961 MW of Demand-Side Management, 483MW of
Energy Efficiency, and 458 MW of renewable resources was selected. The portfolio
included the Cliffside Unit 6 and Buck and Dan River CC Projects.

However, significant challenges remain such as obtaining the necessary regulatory
approvals to implement the demand-side, energy efficiency, and supply-side resources,
finding sufficient cost-effective, reliable renewable resources to meet the standard,
integrating renewables into the resource mix, and ensuring sufficient transmission
capability for these resources. In light of the qualitative issues such as the importance of
fuel diversity, the Company’s environmental profile, the stage of technology deployment
and regional economic development, Duke Energy Carolinas has developed a strategy to
ensure that the Company can meet customers’ energy needs reliably and economically
while maintaining flexibility pertaining to long-term resource decisions. The Company’s
accomplishments in the past year and action to be taken in the next are summarized
below:

¢ Continue to seek regulatory approval of the Company’s energy efficiency plan
which includes a greatly-expanded portfolio of DSM and EE programs, and
continue on-going collaborative work to develop and implement additional EE
and DSM products and services.

» In the first quarter of 2009, Duke Energy Carolinas received approval to
implement its proposed EE programs in North Carolina and South
Carolina. In addition the Company reached agreement with several
parties, to its North Carolina application for regulatory treatment of the
financial aspects of its proposed energy efficiency and demand response
programs. The NCUC recently conducted a hearing on the regulatory
treatment of the Company’s plans; the PSCSC will conduct such a
hearing in the latter half of 2009.

? The ultimate sizes of any gencrating unit may change somewhat depending on the vendor selected.

51



Continue construction of the 825 MW Cliffside 6 unit, with the objective of
bringing this additional capacity on line by 2012 at the existing Cliffside Steam

Station.

License, permit, and begin construction of new combined-cycle/peaking
generation.

>

Duke Energy Carolinas received the CPCN from the NCUC for 1,240
MW (total) of CC natural gas generation at the Buck Steam Station and
the Dan River Steam Station in June 2008.

Buck CC project: Since the filing of the 2008 IRP, the schedule for the
Buck CC project has been updated to eliminate the proposed phase-in of
the project from CT operation in 2011 prior to the CC phase. The current
plan is for the Buck CC to be operational by the end of 2011. Project
implementation is underway and construction is expected to begin by the
first quarter of 2010.

Dan River CC project: Since the filing of the 2008 TRP, which reflected
the Dan River CC project available for the summer of 2012, the project
schedule has been updated to reflect a commercial operation date by the
end of 2012, due to the lower forecasted load. This IRP demonstrates the
need for the project for system reliability and the opportunity to reduce
project cost through project synergies with the Buck combined cycle
project during this timeframe. Uncertainties such as load forecast and
energy efficiency accomplishments; however, could impact the ultimate
timing of the Dan River CC project will continue to be monitored and the
schedule could be further adjusted. The air permit application for the
project was submitted in October 2008, with the final permit expected to
be received by the end of 2009. Major equipment has been purchased and
is scheduled for delivery in 2010 and construction is scheduled to begin
the first quarter of 2011.

Continue to preserve the option to secure new nuclear generating capacity.

>

>

>

>

>

The Company filed an application with the NRC for a COLA in
December 2007.

The NCUC and PSCSC approved the Company’s request for approval of
its decision to continue to incur nuclear project development costs.

The Company will continue to pursue project development, appropriate
recovery, and evaluation of optimal time to file the CPCN in S.C.

The Company will pursue available federal, state and local tax incentives
and favorable financing options at the federal and state level.

The Company will assess opportunities to benefit from economies of
scale in new resource decisions by considering the prospects for joint
ownership and/or sales agreements.

Continue the evaluation of market options for traditional and renewable
generation and enter into contracts as appropriate.

>

PPAs have been signed with developers of solar PV, landfill gas, thermal
resources. Additionally, REC purchase agreements have been executed
for, purchases of unbundled RECs from wind, solar PV, solar thermal and
hydroelectric facilities.

» Duke Energy Carolina’s Distributed Generation Solar PV program
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received regulatory approval from the NCUC to install 10 MW (DC) of
PV generation that will be sited on customers’ property.
¢ Continue to monitor energy-related statutory and regulatory activities.

The planning process must be dynamic and adaptable to changing conditions. While this
plan is the most appropriate resource plan at this point in time, good business practice
requires Duke Energy Carolinas to continue to study the options, and make adjustments
as necessary and practical to reflect improved information and changing circumstances.
Consequently, a good business planning analysis is truly an evolving process that can
never be considered complete.

The seasonal projections of load, capacity, and reserves of the selected plan are provided
in tabular form below.
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Summer Projections of Load, Capacity, and Reserves
for Duke Energy Carolinas 2008 Annual Plan

2010 2011 2012 2013 2014 2015 2016 2017 2018 2018 2020 2021 2022 2023 2024 2028 2026 2027 2028 2029

Load Forecast
1 Duke System Peak 17668 17995 18246 1B450 18791 18,198 19,650 16867 20136 20405 20705 21,008 21324 21656 22012 22363 22731 23092 23444 23,787
Reductions o Load Forecasl
2 New EE Programs {(39) @2) (125) (163)  (194)  (236) (293) (33) (366)  (304) (452) (483)  (4B3)  (483) (483) (483)  (4B3)  (4B3)  (4B3)  (4B3)
3 Adjusted Duke Systam Peak 17628 17922 18121 18286 13598 16,962 19,357 19,530 19,770 20,010 20,253 20,528 20,841 21175 21520 21880 22248 22609 22061 23304
Cumulalive System Capacity
4 Generatlng Capacity " 19015 " 18916 7 19,866 7 20773 " 2,437 " 21,155 7 21,018 7 20966 ° 20833 7 20,833 " 20833 " 20207 © 20207 7 20207 7 20207 " 20207 20207 20207 20207 20207
5 CapacityAddlians 13 50 1464 665 18 51 81 0 0 0 0 0 0 0 0 ] 0 0 0 0
6 Capacity Derates 2y 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
7 Capacity Retirements 0 0 (85"  (300) 0 {188y  (133) (133 0 0 (626) 0 0 0 0 0 0 (] 0 0
8 Cumuiative Genarating Capacity 19916 19966 20773 214137 21155 21,018 20066 20833 20833 20,833 20207 20207 20207 20207 20307 20207 20207 20207 20207 20207
Purthase Conlracts
¢ Cumulative Purchasa Contracts 765 2 212 166 166 143 142 143 143 143 140 139 130 130 130 130 130 130 130 130
Sales Coniracts
10 Caiawba Owner Backstand ) (121 (47 @47
'ﬁ 11 Catawba Owner Load Folowing Agreement (23) (23}
12 Cumulative Fulure Resource Additions
Base Load 0 0 0 0 0 0 0 0 0 0 0 M7 M7 2234 2234 2234 2234 2234 273 2234
Peakingntamediata @ a ¢ ] ] a 632 63z 1264 1264 1896 180§ 1606 1896 1896 1,896 1896 2528 3,160 3,350
Renewables 1 27 m 175 179 183 220 224 318 337 3N 405 420 420 420 435 435 458 458 458
13 Cumulative Production Capaciy 20595 20161 21209 21431 21499 29344 21,060 21832 22558 22577 22644 23764 237I0 24887 24487 24902 24002 25556 26,180 26378
Reserves wio Demand-Side Management
14 Generaling Resenes 2870 2239 3088 3145 2802 2381 2604 2301 2788 2566 2360 3238 2828 3712 3356 3022 2654 2047 3228 3074
15 % Reserve Margin 168% 125% 170%  172%  156% 126% 135%  118%  141%  128%  117%  158%  141%  175%  156% 138% 119%  130% 141% 132%
16 % Capacily Margin 144%  11.1%  145%  147%  135% 112%  118%  105% 124%  114%  104%  136%  123%  149%  135% 121% 107%  115%  123%  117%
Demand-Side Management
17 Cumulative DSM Capacity 650 a30 543 944 845 946 47 849 949 852 052 952 954 855 956 957 958 958 %61 561
ACLC (15/5G 818 618 618 818 618 616 618 818 618 618 618 618 618 618 618 618 618 818 818 618
New DSM Program Projection 81 212 125 326 a27 326 129 ki1 331 3 34 k"] 336 3 338 329 340 s 3 343
18 Cumulsiive Equivalert Capacity 21,208 20991 22152 22375 22444 22200 22907 22781 23507 23520 23566 24716 24724 25842 25843 25859 25860 26515 27,149 27,339
Resarves wf DSM
19 Generaling Reserves 3669 3068 4031 4080 2847 3327 3551 3250 3737 3518 3312 4100 3882 4667 4314 3970 3612 3906 4189 4035
20 % Reserve Margin 208% 174% 222% 224% 207% 175%  E3%  166% 1B9%  17.6%  16A%  204%  186% 220% 200% 162% 162% 173%  182%  17.3%
21 % Capacity Margin 172% 146% 182% 183% 174%  149% 155% 143%  159% 150%  144% 17.0% 157% 1B1%  167% 154%  140% 147%  154%  14.8%



Winter Projections of Load, Capacity, and Resarves
for Duke Energy Carolinas 2009 Annual Plan

0910 1011 1MH2 1243 134 145 15M6 16M7 178 18MS 1920 201 2022 2223 2324 24725 2506 26R7 2728 2829

Load Forecast
1 Duke System Paak 16,165 15433 16624 16820 17,115 17449 17822 17986 18177 18,380 18615 1BB49 19,096 19,360 19641 19822 20223 20510 20781 21,065
Reduttions io Load Forecast
2 NewEE Programs (29 M)} 103y (177 (10} (254) (348) (344} {400) (438) (472) (599)  (555) [555)  (S55)  (555)  (655) (655}  (555)  (55%)
3 Adjusted Duke System Peak 16138 16361 16522 16642 16006 17,195 17474 17842 17,767 17942 18143 18250 18,541 18805 19086 19,367 19,668 19956 20,236 20510
Cumulative System Capacity
4 Generating Capacily " 20,766 " 20,638 " 20,639 " 20880 * 21,405 ° 21860 " 21878 " 21740 " 21688 " 21,555 ~ 21,555 * 21555 " 20,20 " 20829 " 20928 * 20920 " 20920 " 20829 " 20920 " 20929
5 Capacity Additions 7 13 0 1464 B85 18 51 81 (] 0 0 0 0 0 0 o 0 0 0 0
6 Capacity Derates (141} 12 0 0 0 0 0 [ ()} 0 0 0 0 0 0 ) 0 0 0 0
7 Capacity Retirerents 0 0 0 (857  (300) 0 (188) (133 (133) 0 0 (626 0 o o ¢ 0 0 0 0
8 Cumistive Generating Capacity 20638 20633 20,689 21405 21860 21878 21740 21888 2155 21555 21566 20920 20920 20029 20029 20929 20028 200679 20820 20820
Purchase Contracts
9 Cumulative Purchase Corntracts 268 e 319 166 166 143 143 143 143 143 140 139 130 130 130 130 130 130 130 130
Sales Coniracis
10 Catawba Owner Backstand (1) “n “n

b 11 Catawba Owner Load Following Agresment {23) 23)

12 Cumuiative Future Resource Additicns

Base Load 0 0 0 0 0 0 0 0 0 0 0 0 M7 N7 223 223 2234 224 224 2234
Peaking/rtemediate 0 0 0 0 0 0 0 632 632 1,264 1,264 18956 1806 1886 1826 1896 14896 1896 2528 3,160
Renewables 3 L) 27 17 175 179 183 220 224 318 37 n 405 420 420 420 435 435 458 458
13 Cumulative Pmoduction Capacity 21413 0828 20938 24,785 22300 22190 22006 22683 22554 23280 23,296 23335 24477 24402 25800 25609 25624 25524 26079 26911
Resarves wio Demand-Side Management
14 Generating Rasarvas 5277 4467 4486 5142 5284 5004 4502 5041 4787 533 5153 5085 5937 5888 6524 6243 585 5668 6043 6401
15 % Resarve Margin 27%  273%  27.0%  308%  3M3%  29.4%  263% 286% 269% 298% 284%  27.9%  320%  302%  M2%  322% 3% 284%  299%  M.2%
16 % Capacity Mangin 246% 214% 213% 236% 238% 225% 208% 222%  212%  229% 221%  218% 243% 232% 255% 244% 232% 221%  230% 23B%
Demand-Side Management
17 Cumulative DSM Capacity 455 586 698 700 701 702 704 105 705 To8 708 708 10 Eak| 712 713 T4 75 7 7
ACLC /IS /SG 74 4 4 ar4 ar4 74 4 374 ar4 374 374 4 kL) 74 374 74 k1L 4 k1L 74
New DSM Program Projeciion L1} 212 325 326 327 328 e 3N k< 334 334 334 336 37 338 339 30 M 3 M3
18 Cumulative Equivalent Capacity 21868 415 21887 22485 22901 22901 22769 23388 23250 23088 24004 24043 25187 25203 26321 26322 26338 26339 26996 27628
Reserves wf DSM
19 Generaling Rasarves 5732 5063 5165 5842 5995 5706 5285 5746 5492 6047 5861 5793 66847 6399 723 6956 667 6384 6760 7,118
20 % Resorve Margln 355%  309% 3M3%  351%  355% 332%  303%  328%  309%  33T%  323% MW 35A% 0% 378%  359%  330%  320%  33A%  M%

21 % Capacity Margin 262% 238% 23B%  260% 262% 249% 233%  248% 235% 252% 244% 241%  264% 254% 275%  264%  253% 242% 250%  258%



ASSUMPTIONS OF LOAD, CAPACITY, AND RESERVES TABLE

The fullowing notes ane numbered to match the ling numbears on the Summer and Winter Projactions of Load,
Capacity, and Reserves tables. Al values are MW except where shown as a Percent.

1. Planning is done for the peak demand for the Duka System including Nantahala. Nantahala became a
division of Duke Energy Caroinas in 1988,

4. Generating Capacity must be online by June 1 to be included in the available capacity for the summer
peek of that year. Capacity must be ordine by Dec 1 to be included in the available capacity for the winter paak
of that year. Includes 103 MW Nantahala hydro capacity, and total capacity for Catawba Nuclear Station less
832 MW to account for NCMPA1 firm capacity sale.
Generating Capacity also reflects a 277 MW reduction in Catawba Nuclear Station to account for PMPAS termination of their
interconnection agreement with Duke Energy Carolinas.

5. Capacity Additions reflact an estimated 50 MW capacity uprate at the Jocasses pumped storage faciity from increasex

efficiency from tha new runners, a 36 MW increase in Belews Cresk capacity dus to LP rotor changeouts,
and an 8.75 MW increage in capacity at Bridgewater Hydro by summer 2009.
The 150 MW addition in Catawba Nuclear Station resulting from the Salxia River acquisition was completed
in Saptember of 2008. However, there was no change to Catawba's capacity due o this acquition. Saluda River's
portion of load associated with Catawba has historically been modeled within Duke Energy's load projections. Therefore,
Saluia's ownership in Catawba hes ako beenincluded in the Existing Capacity for Load, Capacity and Reserves reporting.

Capacity Additions include Duke Energy Carolinas projects that have been approved by the NCUC {Ciiffside 6,
Buck and Dan River Combined Cycle facllties).

Also included is a 205 MW capacityincrease due to nuclear upratas et Catawba, McGuire, and Oconee
Timing of these uprates are shown from 2012-2016

B. The expected Capacity Deratas reflect the impact of parasitic loads from planned scrubber additions to various
Duke fossil genarating units, The units, in order of ime sequence on the LCR table is Allan 1 - 5 folowed by Clffside 5.

7. The 657 MW capacity retirarnent in summer 2012 represents the projected retirament dates for Buck 2-4 (113 MW)

Dan River 1 and 2 {134 MW), Clffside units 1-4 {198 MW), and 3456 MW of old fleet CTs.

The 300 MW capacity retiremert in summer 2013 represents the projected retirament date for Dan River Steam Station (278)
and 24 MWs of old fleet CT retirements.

The 188 MW capacity retirement in summer 2015 represents the projected retirement date for Riverbend 4 and 5.

The 133 MW capacity retirement In summer 2016 represents the projectad retiremant date for Riverbend 6.

Tha 133 MW capacity retirament in summer 2017 represents the projected retirement date for Riverbend 7.

Tha 628 MW capacity retiremnert in summer 2017 represents the projected retirement date for Buck 5-8 (256 MW)
and Lee Staam Station 1-3 (270 MW).

Tha NRC has issued renewed energy facility operating licenses for all Duke Enargy Carolinas’ nuclear faciites.

Tha Hydro facilities for which Duke has submitied an application ta FERC for licance renewal are assumed to
continue operation thmugh the planning horizon.

All retirament dales are subject to review on an ongoing basis.

10-11. Two firm wholesale agreements are effactive betwean Duke Enemy Carclinas and NCMPA1. The firstis a 23 MW
load following agreement that expires year-end 2010. The second is a backstand agresment of up to 432 MW
(depending on operation of the Catawba and McGulre facllities) that was exiended through 2010.

9. Cumulative Purchasa Coniracts have several components:

A Piedmont Municipal Power Agency took sole responsibility for total load requiremeants
beginning January 1, 2008, This reduces the SEPA allocation from 94 MW to 19 MW in 2008, which is attributed to
cartain wholasale customers who continue ta be served by Duke.

B. Purchased capacity from PURPA Quakfying Facilities includes the 88 MW Cherkea County Cogeneration Partners coniract
which began in June 1968 and expires June 2013 and miscellaneous other QF projacts totaling 22 MW.

C. Purchase of 151 MW from Rowan Unit 2 began January 1, 2008 and expires December 31, 2010.

D. Purchasa of 153 MW from Rowan Unit 1 began Juna 1, 2007 and expires Decamber 31, 2010.

E. Purchasae of 153 MW from Rowan Unit 3 beganJune 1, 2008 and expires December 31, 2010.

12. Cumulative Fulure Resource Additions represent a combination of new capacity resources or capabilityincreases
from the mast robust plan.

15. Reserve Margin = {Cumulative Capacity-System Peak Demand)ySystem Peak Demand
18. Capacity Margin = {Cumulalive Capacily - System Peak DemandyCumulative Capacity

17. The Cumuiative Demand Side Managemsnt capacity includes new Demand Side Managemsnt capacity
representing placeholders for demand response and energy efficiency programs.
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The charts below show the changes in Duke Energy Carolinas’ capacity mix and energy
mix between 2010 and 2029. The relative shares of renewables, energy efficiency, and
gas all increase, while the relative share of coal decreases.
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Annual Capacity Projection 2009 through 2029
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The table below represents the annual incremental additions reflected in the LCR Table
of the most robust expansion plan. The plan contains the addition of Cliffside Unit 6 in
2012, the unit retirements shown in Table 3.3 and the impact of EE and DSM programs.
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APPENDIX A: QUANTITATIVE ANALYSIS

This appendix provides an overview of the quantitative analysis of resource options
available to meet customers’ future energy needs.

Overview of Analytical Process

Assess Resource Needs

Duke Energy Carolinas estimates the required load and generation resource balance
needed to meet future customer demands by assessing:

o Customer load forecast peak and energy — identifying future customer aggregate
demands to identify system peak demands and developing the corresponding energy
load shape

o Existing supply-side resources — summarizing each existing generation resource’s
operating characteristics including unit capability, potential operational constraints,
and life expectancy

e QOperating parameters — determining operational requirements including target
planning reserve margins and other regulatory considerations.

Customer load growth coupled with the expiration of purchased power contracts results
in significant resource needs to meet energy and peak demands, based on the following
assumptions:

1.4% average summer peak system demand growth over the next 20 years
Generation reductions of more than 550 MW due to purchased power contract
expirations by 2013

Generation retirements of approximately 500 MW of old fleet combustion
turbines by 2013

Generation retirements of approximately 1,000 MW of older coal units associated
with the addition of Cliffside Unit 6.

Generation retirements of approximately 625 MW of remaining coal units without
scrubbers by 2020.

Approximately 70 MW of net generation reductions due to new environmental
equipment

Continued operational reliability of existing generation portfolio

Using a 17 percent target planning reserve margin for the planning horizon
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Identify and Screen Resource Options for Further Consideration

The IRP process evaluates demand-side (DSM/EE) and supply-side options to meet
customer energy and capacity needs. DSM/EE options for consideration within the IRP
are developed based on input from our collaborative partners and cost-effectiveness
screening. Supply-side options reflect a diverse mix of technologies and fuel sources
(gas, coal, nuclear and renewable) as well as near-term and long-term timing and
availability. Supply-side options are initially screened based on the following attributes:

Technically feasible and commercially available in the marketplace
Compliant with all federal and state requirements

Long-run reliability

Reasonable cost parameters.

Capacity options were compared within their respective fuel types and operational
capabilities, with the most cost-effective options being selected for inclusion in the
portfolio analysis phase.

Resource Options

Supply-Side
Based on the results of the screening analysis, the following technologies were included
in the quantitative analysis as potential supply-side resource options to meet future

capacity needs:

Base Load — 800MW Supercritical Pulverized Coal

Base Load — 630 MW Integrated Gasification Combined Cycle (IGCC)
Base Load — 2x1117MW Nuclear units (AP1000)
Peaking/Intermediate — 4x160MW Combustion Turbines (7FA)
Peaking/Intermediate —460 MW Unfired+120MW Duct Fired+40MW Inlet
Chilled Natural Gas Combined Cycle

Renewable — 150 MW Existing Unit Biomass Co-Firing

Renewable — 100 MW Wind PPA - On-Shore

Renewable — 100 MW Wind PPA — Off-Shore

Renewable — 2 MW Landfill Gas PPA

Renewable — 66 MW Solar Photovoltaic PPA

Renewable — 75 MW Biomass Firing PPA

Renewable — 15 MW Hog Waste Digester PPA

Renewable — 55 MW Poultry Waste PPA

Although the supply-side screening curves showed that some of these resources would be
screened out, they were included in the next step of the quantitative analysis for
completeness. Biomass Firing was constrained to 75 MW per year to limit the amount of
wood available to 1 million tons per year. A sensitivity was performed increasing the
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available wood for biomass firing to 4 million tons per year. For all other rescurces, the
model was used as guidance to determine the sizes of renewable PPAs needed to most
economically meet an assumed renewable portfolio standard.

Duke Energy Carolinas has received a CPCN to build one unit of new coal-fired capacity
at Cliffside and has modeled this resource as a committed capacity addition in 2012.
CPCNs have also been received for the combined cycle additions at Buck and Dan River.
The combined cycle additions are reflected in 2012 and 2013 at Buck and Dan River
respectively.

Energy Efficiency and Demand-Side Management
EE and DSM programs continue to be an important part of Duke Energy Carolinas’
system mix. Both demand response and conservation programs were considered.

The DSM programs were modeled as two separate “bundles” (one bundle of Non-
Residential programs and one bundle of Residential programs) that could be selected
based on economics. The costs and impacts included in Duke Energy Carolinas’
proposed Energy Efficiency Plan settlement in NCUC Docket No. E-7, Sub 831 were
modeled and the assumption was made that these costs and impacts would continue
throughout the planning period.

The EE programs were modeled as three separate bundles that could be selected based on
economics. Bundle 1 corresponded to the costs and impacts for conservation programs
included in Duke Energy Carolinas’ North Carolina Settlement Energy Efficiency Plan
for 2009 through 2012. From years 2013 through 2028 it was assumed that the measures
would be replaced in kind (with associated costs) such that there would be no decline in
the impacts over time (i.e., continuous commissioning of impacts). Bundles 2 and 3 were
modeled identically to Bundle 1, but they were not allowed to start until 2013 and 2017,
respectively, and their costs utilized the costs of Bundle 1 escalated based on the market
potential study.

Develop Theoretical Portfolio Configurations

A second screening analysis using a simulation model was conducted to identify the most
attractive capacity options under the expected load profile as well as under a range of risk
cases. This step began with a nominal set of varied inputs to test the system under
different future conditions such as changes in fuel prices, load levels, and construction
costs. These analyses yielded many different theoretical configurations of resources
required to meet an annual 17 percent target planning reserve margin while minimizing
the long-run revenue requirements to customers, with differing operating (production)
and capital costs.

The nominal set of inputs included:
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Fuel costs and availability for coal, gas, and nuclear generation,

Development, operation, and maintenance costs of both new and existing
generation;

Compliance with current and potential environmental regulations;

Cost of capital;

System operational needs for load ramping, voltage/reactive power support,
spinning reserve (10 to 15-minute start-up) and other requirements as a result of
Virginia-Carolinas (VACAR) / North America Energy Reliability Corporation
(NERC) agreements;

The projected load and generation resource need; and

A menu of new resource options with corresponding costs and timing parameters.

Duke Energy Carolinas reviewed a number of variations to the theoretical portfolios to
aid in the development of the portfolio options discussed in the following section.

Develop Various Portfolio Options

Using the insights gleaned from developing theoretical portfolios, Duke Energy Carolinas
created a representative range of generation plans reflecting plant designs, lead times and
envircnmental emissions limits. Recognizing that different generation plans expose
customers to different sources and levels of risk, a variety of portfolios were developed to
assess the impact of various risk factors on the costs to serve customers. The portfolios
analyzed for the development of this IRP were chosen in order to focus on the near-term
(i.e., within the next five years) decisions that must be made while placing less emphasis
on peaking needs beyond that timeframe. No altemnative portfolios were developed for
the peaking capacity needs in the 2016 to 2020 timeframe as Duke Energy Carolinas will
have the opportunity to re-visit these needs in subsequent IRPs. For long-term decisions,
this year’s analysis focused on nuclear need and timing.

While potential new nuclear plant capacity could not go in service until 2018 at the
earliest under the current planning assumptions, near-term decisions on continuing to
pursue this alternative are needed to preserve this option. The screening results
demonstrate that the optimal timing of nuclear varies widely from no nuclear to four units
with timeframes from 2018 to 2029. For the purposes of the detailed modeling,
portfolios were developed with (1) no nuclear units, (2) one unit in 2018, (3) two-unit
plant with staggered operation dates of 2018 and 2019, (4) a three year delay with one
unit in 2021, and (5) a two-unit plant with staggered operation dates of 2021 and 2023.
The use of these dates is for modeling purposes only and the actual planned operational
date may be delayed or accelerated as additional information becomes available on
critical issues such as enactment of carbon legislation.

The information as shown on the following pages outlines the planning options that were
considered in the portfolio analysis phase. Each portfolio contains the maximum amount
of both demand response and conservation that was available and renewable portfolio
standard requirements modeled after the NC REPS. In addition, each portfolio contains



the addition of Cliffside Unit 6 in 2012, Buck combined cycle in 2012 and Dan River
combined cycle in 2013 and the unit retirements shown in Table 3.4.

Conduct Portfolio Analysis

Portfolio options were tested under the nominal set of inputs as well as a variety of risk
sensitivities and scenarios, in order to understand the strengths and weaknesses of various
resource configurations and evaluate the long-term costs to customers under various
potential outcomes. For this IRP analysis, the scenarios considered were as follows:

e Reference Case was developed with CO2 prices based on the Dingle/Boucher bill

The sensitivities chosen to be performed for these scenarios were those representing the
highest risks going forward. The following sensitivities were evaluated in the Reference
Case scenarios:
e Load forecast variations
- Increase relative to base forecast (+8% for peak demand and energy by 2029)
- Decrease relative to base forecast (- 8% for peak demand and energy by 2029)

The sensitivities evaluated in each scenario were as follows:

e Construction cost sensitivity®
- Costs to construct a new nuclear plant (+/- 20% higher than base case)

e Fuel price variability
- Higher Fuel Prices (coal prices 50% higher, natural gas prices 25% higher)

- Lower Fuel Prices (coal prices 25% lower, natural gas prices 40% lower)

* Emission allowance price variability

- CAMR was vacated in February 2008 and indications are it will be
replaced with unit specific control requirements versus a cap and trade
system under CAMR. For this reason mercury allowance values were
removed from the analysis.

- CAIR was vacated in July 2008. At this time it is not clear what
regulation or legislation will replace CAIR, but most likely it will be no
less stringent than the current rule but just delayed. For the purpose of this
analysis, it is assumed from a NOx and SO2 allowance perspective that
CAIR is still intact with current market prices through 2010 and
fundamental prices from 2011 and beyond.

- The Carbon reference case had CO; emission prices ranging from $25/ton
starting in 2013 to $94/ton in 2030 with sensitivities of +/- 15%.

e High Energy Efficiency — Included the full target impacts of the save-a-watt
bundle of programs for the first five years and then increases the load impacts at
1% of retail sales every year after that until the load impacts reach the economic
potential identified by the 2007 market potential study. When fully implemented

® These sensitivities test the risks from increases in construction costs of one type of supply-side resource at
a time. In reality, cost increases of many construction component inputs such as labor, concrete and steel
would affect all supply-side resources to varying degrees rather than affecting one technology in isolation.
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this increased energy efficiency resulted in approximately a 15% decrease in retail
sales.

Chart Al shows the CO; prices utilized in the analysis.

Chart Al
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The RPS assumptions are based on recently-enacted legislation in North Carolina. The
assumptions for planning purposes are as follows:

Overall Requirements/Timing
3% of 2011 load by 2012

6% of 2014 load by 2015
10% of 2017 load by 2018
12.5% 0f 2020 load by 2021

Additional Requirements
Up to 25% from EE through 2020
Up to 40% from EE starting in 2021
Up to 25% of the requirements can be met with RECs
Solar requirement (NC only)
o 0.02% by 2010
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o 0.07%by 2012
o 0.14% by 2015
o 0.20%by 2018
¢ Hog waste requirement (NC only)
o 0.07% by 2012
o 0.14% by 2015
o 0.20% by 2018
o Poultry waste requirement ((NC only - using Duke Energy Carolinas’ share of
total North Carolina load which is approximately 42%)
o 71,400 MWh by 2012
o 294,000 MWh by 2013
o 378,000 MWh by 2014

The overall requirements were applied to all native loads served by Duke Energy
Carolinas (i.e., both retail and wholesale, and regardless of the location of the load) to
take into account the potential that a Federal RPS may be imposed that would affect all
loads. The requirement that a certain percentage must come from Solar, Hog and Poultry
waste was not applied to the South Carolina portion.

Five portfolios were analyzed as shown below:

Reference case: Combustion Turbine/Combined Cycle portfolio (CT/CC),
2018 - “One” nuclear unit portfolio (1IN 2018)

2018-2019 - “Two” unit nuclear portfolio (2N 2018-2019)

2021 - “One” nuclear unit portfolio (1IN 2021)

2021-2023 ~ “Two” unit nuclear portfolio (2N 2021-2023)

Pl

An overview of the specifics of each portfolio is shown in Table A1 below.
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Table Al —~ Portfolios Evaluated

Year Portfolio

CT/CC IN IN 2N 2N

2018 2021 2018-2019 | 2021-2023

2011
2012
2013
2014
2015
2016 CT CT CT CT CT
2017
2018 CT N CT N CT
2019 N
2020 CT CT CT CT
2021 CC N N
2022 CC CT
2023 CT N
2024 CT CC CC
2025 CT CT CT
2026 CT CT
2027 CT CT CT CT
2028 CT CT CT CT
2029 CT CT CT CT CT
Total CT 4338 MW | 3841 MW | 3,841 MW | 3340 MW | 3350 MW
Total CC 1,240 MW 620 MW 620 MW
Total Nuclear 1,117 MW LIITMW | 2,234 MW | 2,234 MW
Total Nuclear 205 MW 205 MW 205 MW 205 MW 205 MW
Uprate
Total retire 2,03 7MW | 2,037MW | 2,037MW | 2,037 MW | 2,037 MW

Quantitative Analysis Results

Yearly revenue requirements for various resource planning strategies were calculated
based on production cost simulation and capital recovery over a 50-year analysis time
frame. The charts below show the PVRRs for a wide range of sensitivities of each
portfolio was compared to the PVRRs of other portfolios. The point near the middle of
each bar where the color changes is the PVRR for base assumptions. The charts
demonstrate how the portfolios perform under base assumptions as well as under a wide
range of outcomes. In general, the preferred portfolio has a lower PVRR for base
assumptions.

Chart A2 below represent the range of system revenue requirements under each portfolio

when load, fuel cost, equipment cost, and CO2 allowance cost is varied. The upper range
for each portfolio represents the high load sensitivity, while the lower range for all cases
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represents the low load sensitivity. For each sensitivity performed the nuclear options
resulted in a lower system present value of revenue requirements (PVRR) than the
corresponding gas portfolio.

Chart A2
Total Cost- Base
i
cc | 1204 |
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i
3
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2018-2019 [ 1234 |
107.2 141.2
2 Nuclear
2021-2023 L 1231
106.5 1411
100 105 110 115 120 125 130 135 140 145 150
% Billion

Quantitative Analysis Summary

Due to magnitude of the financial impact that favorable financing can have on the nuclear
options, results are shown with traditional financing and with favorable financing.
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Table A2 - Comparison of Nuclear Portfolios to the
Combustion Turbine/Combined Cycle Portfolio

Mid Case Estimate — 40 year nuclear life (2059)

Carbon Reference Case

CT/CC Portfolio $129 Billion

Nuclear Option Traditional Favorable

Financing Financing
Own 1 Unit of a 2 Unit Plant in 2018 $4.3 B Lower $4.8 B Lower
2 Units in 2018 and 2019 $5.9 B Lower $6.8 B Lower
Own 1 unit of a 2 Unit Plant in 2021 $4.3 B Lower $4.8 B Lower
2 Units in 2021 and 2023 $6.2 B Lower $7.2 B Lower

The values in Table A2 represent the base cost of each portfolio. These values indicate
that the nuclear options are preferred in all cases, with the best option being 2 unit delay.

The major benefit of having additional nuclear generation is the lower system CO-
footprint and the associated economic benefit. The projected CO; emissions under the
CT/CC, IN delay and 2N delay scenarios are shown in Chart A3 below. A review of
these projections show to make real system reductions in CO; emissions additional
nuclear generation is needed.

Chart A3
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The biggest risks to the nuclear portfolios are the time required to license and construct a
nuclear unit, potential for even lower demand than currently estimated, and the ability to
secure favorable financing.
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In summary, the results of the quantitative analyses indicate that it is prudent for Duke
Energy Carolinas to continue to preserve the option to build new nuclear capacity in the
2018-2021 timeframe. The advantages of favorable financing and co-ownership are
evident in the analysis above. Duke Energy Carolinas is aggressively pursuing favorable
financing options and continues to seek potential co-owners for this generation.

The overall conclusions of the quantitative analysis are that significant additions of
baseload, intermediate, peaking, EE, DSM, and renewable resources to the Duke Energy
Carolinas portfolio are required over the next decade. Conclusions based on these
analyses are:

e The new levels of EE and DSM and the save-a-watt methodology are cost-
effective for customers
» In every scenario and sensitivity, the portfolios with the new EE and
DSM were lower cost than the portfolios with the existing EE and DSM
o Significant renewable resources will be needed to meet the new North Carolina
Renewable Energy Portfolio Standard (and potentially a federal standard)
e There is a peaking need in 2016 to 2020 timeframe to maintain the 17% reserve
margin in the nuclear delay option.
¢ The analysis demonstrates that the nuclear option is an attractive option.
» Continuing to preserve the option to secure new nuclear generation is
prudent.
» Favorable financing is very important to the project cost when compared
to other generation options.
» Co-ownership is beneficial from a generation and risk perspective.

For the purpose of demonstrating that there will be sufficient resources to meet
customers’ needs, Duke Energy Carolinas has selected a portfolio which, over the 20-
year planning horizon provides for the following:

e 961 MW equivalent of incremental capacity under the new save-a-watt
demand-side management programs

483 MW of new energy efficiency (reduction to system peak load)

2,234 MW of new nuclear capacity

3,350 MW of new CT capacity

205 MW of nuclear uprates

458 MW of renewables

Significant challenges remain such as obtaining the necessary regulatory approvals to
implement the EE and DSM programs and supply side resources and finding sufficient
cost-effective, reliable renewable resources to meet the standard, integrating renewables
into the resource mix, and ensuring sufficient transmission capability for these resources.
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Appendix B

Duke Energy Carolinas
Spring 2009 Forecast

ééles
Rates Billed
Peaks

2009-2024
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I. EXECUTIVE SUMMARY
II. FORECAST METHODOLOGY

HMI. BILLED SALES AND OTHER ENERGY REQUIREMENTS

Regular Sales

Residential Sales

Commercial Sales

Total Industrial Sales

Textile Sales

Other Industrial Sales

Full / Partial Requirements Wholesale Sales
Catawba Energy Requirements

Territorial Energy Requirements

FroammoOwp

IV. NUMBER OF RATES BILLED
Total Rates
Residential Rates
Commercial Rates
Total Industrial Rates
Textile Rates

Other Industrial Rates
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V. SYSTEM PEAKS
A. Summer Peak
B. Winter Peak
C. Load Factor
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Regular Sales and System Peak Summer (2009 Forecast vs. 2010 Forecast)

Regular sales include total Retail and Fuil/Partial Requirements Wholesale sales (as defined on
page 7). The system peak summer demand includes all MW demands associated with Retail
classes, Schedule 10A Resale and the total resource needs of the Catawba Joint Owners (as
defined on page 15).

Growth Statistics from 2009 to 2010

Forecasted 2009 Forecasted 2010 Growth

-
e | e | e | s | w ]

433 GWH | -0.5%
165 MW 0.8%

78,925 GWH 78,492 GWH
20,398 MW 20,563 MW

AADWMUNG 2A1IN0X T

Regular Sales Outlook for the Forecast Horizon (2008 — 2024)

Total Regular sales are expected to grow at an average annual rate of 0.8% from 2008 through
2024. Growth rates for most retail classes of sales are less than the growth projections in the Fall
2008 forecast primarily due to a slower growing economy. Adjustments were made to the energy
forecasts for the Fall 2008 Forecasts and the Spring 2009 Forecasts to account for proposed energy
efficiency programs and the expected ban of incandescent lighting mandated by the Energy
Independence and Security Act of 2007. Additional adjustments to the Spring 2009 Forecast
include sales reductions associated with price increases due to a Carbon Tax starting in 2013 and
sales additions from the expected growth in Plug-in Hybrid Electric Vehicles (PHEV) in the
forecast beginning in 2011. The Full/Partial Requirements Wholesale class forecast will increase
due to new sales contracts with Haywood EMC starting in 2009 and the city of Greenwood SC
starting in 2010. One customer of the Full/Partial Requirements Wholesale class, Clemson
University, moved from this class to the Duke Carolinas Retail class starting in 2009.

Executive Summary 1
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Comparison of Regular Sales Growth Statistics
‘ Spring 2009 Forecast vs, Fall 2008 Forecast
Spring 2009 Forecast Fall 2008 Forecast Average
Annual Growth Annual Growth Annual
(2008-2024) (2008-2024) Difference '
| Amount % | Amount
|
318 GWH 1.1% 326 GWH
443 GWH 1.5% 484 GWH
-270 GWH -1.3% -76 GWH
-213 GWH -8.4% -181 GWH
Other Industrial -58 GWH 0.3% 104 GWH
Other > 5 GWH 1.5% 4 GWH
ull/Partial Wholesale * 205 GWH 4.2% 182 GWH
otal Regular 700 GWH 0.8% 920 GWH

1 Average annual differences may not maich due to rounding
2 Other sales consist of Street and Public Lighting and Traffic Signal GWH sales.
3 Full/Partial Wholesale sales include Schedule 104 sales, supplemental xales to the NC EMCys and safes to the city of Greenwond SC.

System Peak Outlook for the Forecast Horizon (2008 — 2024)

System peak hour demands are forecasted on a summer and winter basis. Adjustments were
made to the peak forecasts for the Fall 2008 Forecasts and the Spring 2009 Forecasts to account
for the expected ban of incandescent lighting mandated by the Energy Independence and
Security Act of 2007. These peak forecasts do not include adjustments for proposed energy
efficiency programs. Additional adjustments to the Spring 2009 Forecast include peak
reductions associated with price increases due to a Carbon Tax starting in 2013 and peak
additions from the expected growth in Plug-in Hybrid Electric Vehicles (PHEV) in the forecast
beginning in 2011. The system peak summer demand on the Duke Energy Carolinas is expected
to grow at an average annual rate of 1.2% from 2008 through 2024. The system peak winter
demand is expected to grow at an average annual rate of 1.2% from 2008 through 2024.

Comparison of System Peak Demand Growth Statistics
Spring 2009 Forecast vs. Fall 2008 Forecast

Spring 2009 Forecast Fall 2008 Forecast Average

Annual Growth Annual Growth Annual
(2008-2024) (2008-2024) Difference '
Amount % Amount %

272 MW 1.2%
241 MW 1.2%

Executive Summary 2
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Other Forecasts

» The number of rates billed is forecasted for the Residential, Commercial and Industrial
classes of Duke Energy Carolinas. The total number of rates billed is expected to grow
at 1.5% annually over the forecast horizon.

» The total annual energy requirements of the Catawba Joint Owners are forecasted to grow
at 1.6% annually over the forecast horizon.

» Territorial energy requirements are forecasted to grow from 100,483 GWH in 2009 to
118,070 GWH in 2024, for an average annual growth rate of 1.1%.

Exccutive Summary 3
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General forecasting methodology for Duke Energy Carolinas energy and demand
Jorecasts for Spring 2009

Duke Energy Carolinas’ Spring 2009 forecasts represent projections of the energy and
peak demand needs for its service area, which is located within the states of North and
South Carolina, including the major urban areas of Charlotte, Greensboro and Winston-
Salem in North Carolina and Spartanburg and Greenville in South Carolina. The forecasts
cover the time period of 2009 — 2024 and represent the energy and peak demand needs for
the Duke Energy Carolinas system comprised of the following customer classes and other
utility/wholesale entities:

* Residential

* Commercial

« Textiles

« Other Industrial

* Other Retail

* Duke Energy Carolinas full /partial requirements wholesale
» Catawba Joint Owners’ energy requirements

» Territorial energy requirements

Energy use is dependent upon key economic factors such as income, energy prices and
employment along with weather. The general framework of the Company’s forecast
methodology begins with forecasts of regional economic activity, demographic trends and
expected long-term weather. The economic forecasts used in the Spring 2009 forecasts are
obtained from Moody’s Economy.com, a nationally recognized economic forecasting firm,
and include economic forecasts for the two states of North Carolina and South Carolina.
These economic forecasts represent long-term projections of numerous economic concepts
including the following:

A30]10pOYIoPN J1SDI240 ]

» Total real gross state product (GSP) in NC and SC

« Non-manufacturing real GSP in NC and SC

* Non-manufacturing employment in NC and SC

» Manufacturing real GSP in NC and SC by industry group, e.g., textiles
* Employment in NC and SC by industry group

* Total real personal income

Total population forecasts are obtained from the two states’ demographic offices for each
county in each state which are then used to derive the total population forecast for the 51
counties that the Company serves in the Carolinas.

Methodology 4
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General forecasting methodology (continued)

A projection of weather variables, cooling degree days (CDD) and heating degree days (HDD),
are made for the forecast period by examining long-term historical weather. For the Spring 2009
forecasts, a 10 year simple average of CDD and HDD were used.

Other factors influencing the forecasts are identified and quantified such as changes in wholesale
power contracts, historical billing days and other demographic trends including housing square
footage, efc.

Energy forecasts for all of the Company’s retail customers are developed at a customer class
level, i.e., residential, commercial, textile, other industriat and street lighting along with
forecasts for its wholesale customers. Econometric models incorporating the use of industry-
standard linear regression techniques were developed utilizing a number of key drivers of energy
usage as outlined above. The following provides information about the models.

Residential Class:

The Company’s residential class sales forecast is comprised of two separate and independent
forecasts. The first is the number of residential rates billed which is driven by population
projections of the counties in which the Company provides electric service. The second forecast
is energy usage per rate billed which is driven primarily by weather, regional economic and
demographic trends, electric price and appliance efficiencies. The total residential sales forecast
is derived by multiplying the two forecasts together.

Commercial Class:
Commercial electricity usage changes with the level of regional economic activity and the
impact of weather.

Textile Class:

The level of electricity consumption by Duke Energy Carolinas’ textile group is very dependent
on foreign competition. Usage is also impacted by the level of textile manufacturing output,
exchange rates, electric prices and weather.

Other Industrial Class:

Electricity usage for Duke’s other industrial customers was forecasted by 15 groups according to
the 3 digit NAICS classification and then aggregated to provide the overall other industrial sales
forecast. Usage is driven primarily by regional manufacturing output at a 3 digit NAICS level,
electric prices and weather.

Other Retail Class:

This class in comprised of public street lighting and traffic signals within the Company’s service
area. The level of electricity usage is impacted not only by economic growth but also by
advances in lighting efficiencies.

Methodology 5

79



General forecasting methodology (continued)

Full / Partial Requirements Wholesale:

Duke Energy Carolinas provides electricity on a contract basis to numerous wholesale
customers. The forecast of wholesale sales for this group is developed in two parts: 1) sales
provided under the Company’s Schedule 10A and driven primarily by regional economic and
demographic trends and 2) special contracted sales agreements with other wholesale customers
including adjustments for any known or anticipated changes in wholesale contracts.

Catawba Joint Owners:
Their forecast of electricity consumption is driven primarily by regional economic and
demographic trends.

Territorial Energy:

Territorial energy is the summation of all the Company’s retail sales, full/partial requirement
wholesale sales, Nantahala Power & Light’s retail and wholesale sales, the Catawba Joint
Owners’ loads, line losses and company use.

Adjustments were made to the energy forecasts for the Fall 2008 Forecasts and the Spring 2009
Forecasts to account for proposed energy efficiency programs and the expected ban of
incandescent lighting mandated by the Energy Independence and Security Act of 2007.
Additional adjustments to the Spring 2009 Forecast include sales reductions associated with
price increases due to 2 Carbon Tax starting in 2013 and sales additions from the expected
growth in Plug-in Hybrid Electric Vehicles (PHEYV) in the forecast beginning in 2011.

Similarly, Duke Energy Carolinas’ forecasts of its annual summer and winter peak demand
forecasts uses econometric linear regression models that relate historical annual summer/winter
peak demands to key drivers including daily temperature variables (such as daily sum of heating
degree hours from 7 to 8AM in the winter with a base of 60 degrees and the daily sum of cooling
degree hours from 1 to SPM in the summer with a base of 69 degrees) and the monthly
electricity usage of the entity to be forecasted.

Adjustments were made to the peak forecasts for the Fall 2008 Forecasts and the Spring 2009
Forecasts to account for the expected ban of incandescent lighting mandated by the Energy
Independence and Security Act of 2007. These peak forecasts do not include adjustments for
proposed energy efficiency programs. Additional adjustments to the Spring 2009 Forecast
include peak reductions associated with price increases due to a Carbon Tax starting in 2013 and
peak additions from the expected growth in Plug-in Hybrid Electric Vehicles (PHEVY} in the
forecast beginning in 2011.

Methodology 6
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Regular Sales, which includes billed sales to Retail and Full/Partial Requirements
Wholesale classes, are expected to grow at 700 GWH per year or 0.8% over the forecast
horizon. Retail sales include GWH sales billed to the Residential, Commercial,
Industrial, Street and Public Lighting, and Traffic Signal Service classes. Full/Partial
Requirements Wholesale sales include GWH sales billed to municipalities and public
utility companies that purchase their full power requirements from the Company, except
for power supplied by parallel operation of generation facilities, plus in the forecast
period, supplemental sales to specified EMCs in North Carolina and sales to the city of
Greenwood, SC,

Regular Sales, as defined here, include Nantahala Power & Light's (“NP&L”) retail and
wholesale GWH sales.

Adjustments were made to the energy forecasts for the Fall 2008 Forecasts and the
Spring 2009 Forecasts to account for proposed energy efficiency programs and the
expected ban of incandescent lighting mandated by the Energy Independence and
Security Act of 2007. Additional adjustments to the Spring 2009 Forecast include sales
reductions associated with price increases due to a Carbon Tax starting in 2013 and
sales additions from the expected growth in Plug-in Hybrid Electric Vehicles (PHEV)
in the forecast beginning in 2011.

Points of Interest

» The Residential class continues to show positive growth, driven by steady gains in
population within the Duke Energy Carolinas service area. The resulting annual growth
in Residential billed sales is expected to average 1.1% over the forecast horizon.

» The Commercial class is projected to be the fastest growing retail class, with billed
sales growing at 1.5% per year over the next fifteen years. Three sectors that are 44%
of Commercial Class sales in 2008 are Offices which includes banking (20%), Retail
(13%) and Education (11%). Growth in sales from 2007 to 2008 were positive for
Offices (214 GWH) and Education (31 GWH) but negative for Retail (-282 GWH).

*» The Industrial class continues to struggle due to Textile closings and the economic
downtumn. Over the forecast horizon, the closing of Textile plants is expected to
continue, especially in the near term as the US Bi-Lateral Trade Agreement with China
has expired. The Other Industrial class is also expected to decline in the near turn due to
the weak economy. In the long term several sectors, such as Rubber & Plastics and
Food, are projected to show solid growth whereas other sectors, such as Furniture and
Electronics, are projected to decline. Overall, Total Industrial sales are expected to
decline 1.3% over the forecast horizon.

» The Full/Partial Requirements Wholesale class is expected to grow at 4.2%
annually over the forecast horizon, primarily due to the forecasted supplemental sales to
specified EMCs in North Carolina.

Regular Sales 7
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Regular Billed Sales (Sum of Retail and Full/Partial Wholesale classes)

105,000
95,000 T
; 85,000 +
Q

75,000 +

65,000 -

55,000 : : " : ' : } : . " ;

1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
s History ~—&— Fall 2005 Forceast =D— Spring 2009 Forecast

HISTORY AVERAGE ANNUAL GROWTH

Year Actual Growth GWH Y
GWH GWH % Per Year Per Year
1999 75,307 =73 0.1
2000 77,298 1,990 26
2001 75,605 -1,692 2.2
2002 76,769 1,164 1.5
2003 74,784 -1,984 2.6 .
2004 77,374 2,590 35 History (2003 to 2008) 1256 1.6
2005 79,130 1,756 23 History (1993 to 2008) 927 1.3
2006 78,347 -784 -1.0
2007 81,572 3,225 41 Spring 2009 Forecast (2008 to 2024) 700 08
2008 81,066 -505 -0.6 Fall 2008 Forecast (2008 to 2024) 920 1.0
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year GWH GWH Y% GWH GWH Y
2009 78,925 -2,142 2.6 80,664 -1,739 22
2010 78.492 -433 0.5 81,097 -2,605 -2
2011 80,353 1,861 24 83,605 -3,252 -39
2012 81,010 657 08 84,605 -3,595 -4.2
2013 80,048 -962 -1.2 84,245 4,198 5.0
2014 80,094 46 0.1 84,533 4,439 -5.3
2015 80,484 350 0.5 85,296 4,812 56
2016 81,052 568 0.7 86,326 -5,275 -6.1
2017 81,768 716 0.9 87,264 -5,496 -6.3
2018 82,655 887 1.1 88,275 -5,619 -6.4
2019 83,599 944 11 89,356 -5,757 -6.4
2020 84,714 1,114 1.3 90,556 -5,843 6.5
2021 86,223 1,509 1.8 91,772 -5,550 -6.0
2022 88,043 1,820 21 93,032 -4,989 -5.4
2023 90,099 2,056 23 94,370 -4,271 4.5
2024 92,271 2,172 24 95,780 -3,509 -3.7
Regular Sales 8
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Residential Billed Sales

|
32,000
28,000 +
]
?, 24,000 -
20,000
16,000 t t + + + + + + + + +
1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
o— i [story ~— Fall 2008 Forccast —0O— Spring 2009 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth GWH %
GWH GWH 9%, Per Year Per Year
1999 21,897 -104 -0.5
2000 22,884 987 45
2001 23,272 388 1.7
2002 24,466 1,194 51
2003 23,947 -519 2.1
2004 25,150 1,203 5.0 History {2003 to 2008) 678 2.7
2005 26,108 958 8 History (1993 to 2008) 496 2.1
2006 25,816 -292 -1.1
2007 27,459 1,643 6.4 Spring 2009 Forecast (2008 to 2024) 318 1.1
2008 27,335 -124 0.5 Fall 2008 Forecast (2008 to 2024) 326 1.1
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year GWH GWH % GWH GWH %
2009 27,245 90 0.3 27,357 -112 0.4
2010 27,403 159 0.6 27,718 -315 -1.1
2011 27,669 266 1.0 28,286 =517 2.2
2012 27,849 180 0.6 28,704 -855 -3.0
2013 27,458 -391 -14 28,349 -891 -3.1
2014 27,569 111 04 28,517 -948 13
2015 27,686 117 04 28,760 -1,074 3.7
2016 27,785 99 04 29,058 -1,273 4.4
2017 28,119 334 1.2 29,397 -1,278 43
2018 28,489 370 1.3 29,748 -1,259 4.2
2019 28,862 373 13 30,169 -1,307 4.3
2020 29,171 309 1.1 30,561 -1,390 -4.5
2021 29,788 618 2.1 31,001 -1,213 -39
2022 30,582 793 2.7 31,507 -926 -2.9
2023 31,471 889 29 32,027 -557 -1.7
2024 32,423 953 3.0 32,552 -128 -0.4
Residential Sales 9
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Commercial Billed Sales

36,000

32,000 4

28,000 +}

2 24,000 |
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20,000 +

16,000 1

12,000 : ; ; ; : : ; : : : :

1990 1993 1996 1999 2002 2005 2008 2001 2014 2017 2020 2023
Year
w—— History =i Fall 2008 Forecast =3 Spring 2009 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth GWH %
GWH GWH 172 Per Year Per Year
1999 21,807 714 34
2000 22,845 1,038 4.8
2001 23,666 821 6
2002 24,242 576 24
2003 24,355 113 0.5
2004 25,204 849 3.5 History {2003 to 2008) 587 23
2005 25,679 475 1.9 Histery (1993 to 2008) 675 3.1
2006 26,030 is2 1.4
2007 27,433 1,402 54 Spring 2009 Forecast (2008 to 2024) 443 1.5
2008 27,288 -145 0.5 Fall 2008 Forecast (2008 to 2024) 4384 1.6
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year GWH GWH % GWH GWH %
2009 27,537 249 09 27,399 138 0.5
2010 27,455 -82 0.3 27,908 452 -1.6
2011 27,937 482 1.8 28,653 -716 2.5
2012 28,471 534 19 29,265 -794 2.7
2013 28,252 =219 0.8 29,326 -1,074 -3.7
2014 28,263 11 0.0 29,454 -1,191 4.0
2015 28,608 345 12 29,950 -1,342 4.5
2016 28,998 390 14 30,491 -1,493 49
2017 29,400 402 1.4 31,023 -1,623 -52
2018 29,896 496 1.7 31,596 -1,700 -5.4
2019 30,411 515 1.7 32,120 -1,709 -5.3
2020 30,987 577 1.9 32,627 -1,639 -5.0
2021 L7 730 24 33,194 -1,477 -4.4
2022 32,532 814 2.6 33,748 -1,217 36
2023 33,437 906 2.3 34,356 219 2.7
2024 34,376 939 28 35,026 -650 -1.9
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Total Industrial Billed Sales (includes Textile and Other Industrial)

32,000
28,000 1
T 24000
(]
20,000 - 0,
16,000 4 } 4 } + + : : 4 t o
1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
—— H story —— Fall 2008 Forveast ==L Spring 2609 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth GWH %
GWH GWH oL Per Year Per Year
1999 29,905 =745 2.4
2000 29,772 -133 0.4
2001 26,902 ~2,869 9.6
2002 26,259 -643 2.4
2003 24,764 ~1,496 -5.7
2004 25,209 445 1.8 History (2003 to 2008) 426 -1.8
2005 25,495 286 1.1 History (1993 to 2008) -379 -1.5
2006 24,535 -960 -3.8
2007 23,948 -587 24 Spring 2009 Forecast (2008 to 2024) 270 -1.3
2008 22,634 ~1,314 -5.5 Fall 2008 Forecast (2008 to 2024) -76 0.3
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year GWH GWH % GWH GWH Y
2009 19,900 -2,734 -12.1 21,631 -1,731 -8.0
2010 19,014 -886 4.5 21,170 -2,156 -10.2
2011 18,887 -127 0.7 21,117 -2,231 -10.6
2012 18,750 -137 0.7 21,007 -2,257 -10.7
2013 18,356 -394 -2.1 20,895 -2,539 -12.2
2014 18,213 -143 0.8 20,819 -2,606 -12.5
2015 18,066 -147 0.8 20,772 -2,705 -13.0
2016 17,929 -138 0.8 20,752 -2,823 -13.6
2017 17,831 98 0.5 20,744 -2,913 -14.0
2018 17,768 -63 -0.4 20,752 -2,984 -14.4
2019 17,739 -29 -0.2 20,811 -3,072 -14.8
2020 17,744 5 0.0 20,895 -3,151 -15.1
2021 17,822 78 04 21,028 -3,206 -15.2
2022 17,947 125 0.7 21,148 -3,202 -15.1
2023 18,119 172 1.0 21,279 -3,160 -14.9
2024 18,306 187 1.0 21,413 -3,107 -14.5
Total Industrial Sales 11
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Textile Billed Sales

13,000

9,000 -

:
5000
o0 L—— — %
1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
w— H [story = Fall 2008 Forecast =D Spring 2009 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth GWH %
GWH GWH % Per Year Per Year
1999 11,196 =780 -6.5
2000 10,814 -382 -3.4
2001 8,825 -1,989 -18.4
2002 8,443 -382 -4.3
2003 7,562 -881 -10.4
2004 7,147 415 -5.5 History (2003 to 2008) -608 9.8
2005 6,561 -586 -8.2 History (1993 to 2008) 495 6.3
2006 5,791 770 117
2007 5,224 -567 98 Spring 2009 Forecast (2008 to 2024) 213 -84
2008 4,524 -700 -13.4 Fall 2008 Forecast (2008 to 2024) -181 -6.2
SPRING 2009 FORECAST FALL 2008 FORECAST
Grawth Difference from Fall 2008
Year GWH GWH % GWH GWH %
2009 3,308 -1,216  -269 3,557 -249 7.0
2010 2,741 -567 -17.1 3,068 -327 -10.7
2011 2,535 =206 -1.5 2,846 =311 -10.9
2012 2,332 -203 -3.0 2,639 -307 -11.6
2013 2,125 =207 -8.9 2,478 -353 -14.2
2014 1,953 -172 -8.1 2,335 -382 -16.4
2015 1,798 -155 -71.9 2,209 411 -18.6
2016 1,657 -141 -7.8 2,096 439 -20.9
2017 1,539 -119 -7.2 1,987 -449 -22.6
2018 1,442 -97 -6.3 1,906 -464 -24.3
2019 1,367 -75 -52 1,851 -484 -26.2
2020 1,302 -65 -4.8 1,804 -502 -27.8
2021 1,246 -56 4.3 1,758 -512 -29.1
2022 1,193 -53 -4.3 1,715 -522 -30.4
2023 1,157 -36 3.0 1,673 =516 -30.8
2024 1,120 -37 -3.2 1,632 -512 -31.4
Textile Sales 12
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Other Industrial Billed Sales

N -_r._._"_.-l-I'.'."'rr.
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Y 16000 |

12,000 . + t : + . L + 1 + o
1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
e [listory —&— Fall 2008 Forecast =0~ Spring 2009 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth GWH %
GWH GWH % Per Year Per Year
1999 18,709 35 0.2
2000 18,957 249 13
2001 18,077 -BBO 4.6
2002 17,816 -261 -14
2003 17,202 -614 <34
2004 18,063 861 5.0 History (2003 to 2008) 182 1.0
2005 18,934 872 438 History (1993 to 2008) 116 0.7
2006 18,744 -191 -1.0
2007 18,724 =20 -0.1 Spring 2009 Forecast (2008 to 2024) -58 0.3
2008 18,110 -614 -3.3 Fall 2008 Forecast (2008 to 2024) 104 0.6
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year GWH GWH % GWH GWH %
2009 16,592 -1,518 -8.4 18,074 . -1,482 -8.2
2010 16,273 -319 -1.9 18,102 -1,829 -10.1
2011 16,351 79 0.5 18,271 -1,920 -10.5
2012 16,418 66 04 18,368 -1,950 -10.6
2013 16,231 -187 -1.1 18,417 -2,186 -11.9
2014 16,260 29 02 18,485 -2,224 -12.0
2015 16,269 8 0.1 18,563 -2,295 -12.4
2016 16,271 3 0.0 18,656 -2,384 -12.8
2017 16,292 21 0.1 18,757 -2,465 -13.1
2018 16,326 34 0.2 18,846 -2,520 -134
2019 16,372 46 0.3 18,959 -2,588 -13.6
2020 16,442 70 04 19,091 -2,650 -13.9
2021 16,576 134 0.8 19,270 -2,695 -14.0
2022 16,754 178 1.1 19,433 -2,679 -13.8
2023 16,962 208 1.2 19,606 -2,644 -13.5
2024 17,187 225 13 19,781 -2,595 -13.1
Other Industrial Sales 13
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Full / Partial Requirements Wholesale Billed Sales '

.~ 5000
2
1,000 4 i 4 4 + . : : : : ;
1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
= Hstory =~ Fall 2008 Furccust =} Spring 20(¥ Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth GWH %
GWH GWH % Per Year Per Year

1999 1,412 53 39

2000 1,500 88 63

2001 1,484 -16 -1.1

2002 1,530 47 3l

2003 1;448 -82 -54

2004 1,542 93 6.4 History (2003 to 2008) 415 19.5
2005 1,580 38 25 History (1993 to 2008) 132 5.6
2006 1,694 114 72

2007 2,454 760 448 Spring 2009 Forecast (2008 to 2024) 205 4.2
2008 3,525 1,072 437 Fall 2008 Forecast (2008 1o 2024) 182 3.8
SPRING 2009 FORECAST FALL 2008 FORECAST

Growth Difference from Fall 2008

Year GWH GWH % GWH GWH %

2009 3,956 431 12.2 3,996 =40 -1.0

2010 4,330 373 9.4 4,016 314 78

2011 5,567 1,237 28.6 5,259 308 59

2012 5,642 75 14 5,335 307 58

2013 5,678 36 0.6 5,377 301 56

2014 5,740 62 1.1 5,439 300 55

2015 5810 70 1.2 5,507 302 5.5

2016 6,021 211 36 5,715 306 54
2017 6,094 73 1.2 5,784 311 54
2018 6,174 79 1.3 5,858 316 54
2019 6,254 80 1.3 5,932 322 54
2020 6,473 219 35 6,145 328 53
2021 6,551 78 12 6,216 335 54
2022 6,634 83 13 6,290 344 5.5
2023 6,717 84 13 6,365 353 55
2024 6,805 88 13 6.443 363 5.6

1 Schedule 10A Resale Sales does not include SEPA allocation.

Full/Partial Requirements Wholesale 14
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Duke Energy Carolinas owns 12.5% of the capacity of the Catawba Nuclear Station Units ]
and 2.

The remaining 87.5% is owned by the North Carolina Municipal Power Agency #1 (37.5%),
Piedmont Municipal Power Agency (12.5%), North Carolina Electric Membership Corporation
(28.1%) and Saluda River Electric Cooperative, Inc. (9.4%).

(In December 2006 Duke Energy Carolinas and North Carolina Electric Membership
Corporation announced agreements to buy Saluda River Electric Cooperative, Inc.'s ownership
interest in unit 1 of the Catawba Nuclear Station. Duke Energy Carolinas will then own 19.3%
of the capacity of the Catawba Nuclear Station Units 1 and 2 and North Carolina Electric
Membership Corporation will own 30.7% of the capacity of the Catawba Nuclear Station Units
1 and 2.)

In addition to the power supplied from the ownership share in the Catawba stations, each
Catawba Joint Owner must purchase supplemental power to meet its total energy
requirements.The Catawba forecast represents the total energy requirements of the Catawba
Joint Owners.

Total Catawba electric energy requirements are expected to increase at an average
annual growth of 322 GWH per year and a growth rate of 1.6 % per year over the
period from 2008-2024,

Additional adjustments were made to the Catawba Sales forecasts to account for the expected
ban of incandescent lighting mandated by the Energy Independence and Security Act of 2007.

spusuio1nbay] A342U5] bgGMDID")

Catawba Sales 15
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Catawba Total Delivered Energy Requirements '

28,000

25,000 + ]
z 21,000
© 17,000 ¢
13,000
9,000 } ; } + + + : . + —
1990 1893 4996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
e Hintory —a— Fall 2008 Forecast ==0=—Spring 2009 Foracast
HISTORY AVERAGE ANNUAL GROWTH
YEAR Actual GROWTH GWH %
Gwl GWH % Per Year Per Year
1999 14,413 413 29
2000 15,354 941 6.5
2001 15,184 -170 -1.1
2002 16,151 967 6.4
2003 15,986 -165 -1.0
2004 16,711 725 435 History (2003 to 2008) 431 2.6
2005 17,237 527 32 History (1993 to 2008) 431 3o
2006 17,246 9 0.0
2007 18,200 954 55 Spring 2009 Forecast (2008 to 2024) 322 1.6
2008 18,140 -60 -0.3 Fall 2008 Forecast {2008 to 2024) 483 22
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year GWH GWH % GWH GWH %
2009 18,205 65 04 18,315 -110 -0.6
2010 18,419 214 12 18,625 -206 -1.1
2011 18,701 2381 1.5 19,051 =350 -1.8
2012 19,008 307 1.6 19,515 -507 -2.6
2013 19,077 69 0.4 19,719 =643 -3.3
2014 19,370 294 1.5 20,138 =767 -3.8
2015 19,703 333 1.7 20,598 -895 43
2016 20,060 357 1.8 21,087 -1,027 4.9
2017 20,441 381 1.9 21,607 -1,165 54
2018 20,843 402 2.0 22,155 -1,312 -5.9
2019 21,247 404 1.9 22,718 -1,471 4.5
2020 21,655 408 19 23,295 -1,640 -7.0
2021 22,063 408 1.9 23,861 -1,798 -1.5
2022 22473 410 1.9 24,470 -1,997 32
2023 22,882 409 1.8 25,155 -2,273 2.0
2024 23,294 412 1.8 25,865 -2,571 99

1 Total Delivery for Catawba Joint Owners includes SEPA allocations
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Territorial energy requirements consist of:

. Regular Sales (excluding supplemental sales to NC EMCs)

. Catawba Joint Owner energy requirements
. Southeastern Power Administration (“SEPA”™) energy allocations

that are wheeled to municipal and cooperative electric systems
within the Duke Energy Carolinas' service area

. Duke Energy Carolinas company use

. System losses and unbilled energy

Territorial energy requirements are forecasted to grow 1.1% per year from

2009 to 2024. All values below are expressed in GWH.

Year Regular Catawba SEPA Company

2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

Sales

76,632
76,192
76,858
77,482
76,501
76,522
76,883
77,280
77,966
78,817
79,723
80,662
82,136
83,917
85,933
88,060

2

(Less SEPA)
Total

17,905
18,119
18,400
18,708
18,776
19,070
19,403
19,760
20,141
20,543
20,947
21,355
21,763
22,173
22,582
22,994

k]

311
311
311
311
311
311
311
311
311
3N
311
311
311
311
311
311

3

Use

217
217
217
217
217
217
217
217
217
217
217
217
217
217
217
217

5&6

Losses & Territorial

Unbilled

5419
5,393
5,460
5,538
5,570
5,632
5,693
5,759
5,828
5,903
5,984
6,070
6,168
6,271
6,379
6,489

Energy

100,483
100,231
101,247
102,254
101,375
101,752
102,507
103,327
104,462
105,791
107,182
108,615
110,594
112,889
115,421
118,070

A8.42U5] [D1LI0JLLID |

'Regular Sales represents total electricity used by Duke Energy Carolinas Retail and Schedule 10A Resale classes and the city of Greenwood
SC. Supplemental sales to NC EMCs are not included in this column,

2 Catawba Total represents Catawba Joint Owner electricity requirements less their SEPA allocations.
1SEPA represents hydro energy allocated to the municipalities and co-operatives and wheeled by Duke Energy Carolinas.

1Company Use represents electricity used by Duke Energy Carolinas offices and facilities.

sLosses represent electricity line losses from generation sources fo customer meters.
¢Unbilled Sales represent the adjustment made to create calendar period sales from billing period sales.
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Total Rates Billed

(Sum of Major Retail Classes: Residential, Commercial and Industrial)

3,100,000 1
2,900,000 -
2,700,000 -
B 2,500,000
'fg 2,300,000 -
2 2,100,000 -
1,900,000 -1
1,700,000 -
1,500,000 + . + + + : + i . + +
1950 1993 19% 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
w— Fistory ——Fall 2008 Forecast —O— Spring 2009 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth Rates Billed Y
Rates Billed Rates Billed % Per Year Per Year
1999 2,013,039 54,039 28
2000 2,059,152 46,113 23
2001 2,117,432 58,280 28
2002 2,148,117 30,685 1.4
2003 2,186,825 38,708 1.8
2004 2,221,590 34,766 1.6 Histary (2003 to 2008) 41,320 1.8
2005 2,261,639 40,049 1.8 History (1993 to 2008) 43,154 2.1
2006 2,304,050 42,411 1.9
2007 2,354,078 50,028 22 Spring 2009 Forccast (2008 to 2024) 41,657 1.5
2008 2,393,426 39,348 1.7 Fall 2008 Forecast (2008 to 2024) 47,647 1.7
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year Rates Billed Rates Billed % Rates Billed Rates Billed Ya
2009 2,426,244 32,818 14 2,452,452 -26,208 -1.1
2010 2,466,674 40,431 1.7 2,497,526 -30,852 -1.2
2011 2,508,505 41,831 1.7 2,542,459 -33,953 -13
2012 2,549,910 41,404 1.7 2,587,631 -37,7122 -1.5
2013 2,590,948 41,038 1.6 2,632,978 -42.030 -1.6
2004 2,632,075 41,127 1.6 2,678,504 -46,429 -1.7
2015 2,673,533 41,458 1.6 2,724,470 -50,937 -1.9
206 2,715,689 42,156 16 2,771,270 -55,581 -2.0
2017 2,758,045 42,356 1.6 2,818,393 -60,348 -2.1
2018 2,300,480 42,434 1.5 2,865,681 -65,201 -2.3
2019 2,843,015 42,536 1.5 2,913,141 -70,126 24
2020 2,885,825 42,810 1.5 2,960,945 -75,120 -2.5
2021 2,929,140 43315 1.5 3,009,335 -80,195 2.7
2022 2,972,649 43,509 1.5 3,057,995 -85,346 -2.8
2023 3,016,248 43,599 1.5 3,106,805 90,557 -2.9
2024 3,059,943 43,695 1.4 3,155,774 95,831 -3.0
Total Rates 18
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Residential Rates Billed

2,600,000 -
2,400,000
2,200,000
2
@ 2,000,000
£ 1200000 |
-}
1,600,000 +
1,400,000
1,200,000 + 4 : + + + .' - + + +
1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
= History =—i— Fall 2008 Forecast =—D— Spring 2009 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth Rates Billed %
Rates Billed Rates Billed of Per Year Per Year
1999 1,722,110 44,175 2.6
2000 1,764,183 42,073 24
2001 1,813,867 49,684 28
2002 . 1,839,689 25,822 1.4
2003 1,872,484 32,795 1.8
2004 1,901,335 28,851 1.5 « History (2003 to 2008) 35,954 19
2005 1,935,320 33,985 1.8 History (1993 to 2008) 36,730 21
2006 1,971,673 36,353 1.9
2007 2,016,104 44431 23 Spring 2009 Forecast (2008 to 2024) 35,691 1.5
2008 2,052,252 36,149 1.8 Fall 2008 Forecast (2008 1o 2024) 40,794 1.7
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year Rates Billed Rates Billed % Rates Billed Rates Billed %
2009 2,077,649 25,397 1.2 2,103,405 -25,756 -1.2
2010 2,112,971 35,322 1.7 2,141,871 -28,900 -13
2011 2,148,767 35,796 1.7 2,180,307 -31,540 -1.4
2012 2,184,358 35,591 1.7 2,218,953 -34,596 -1.6
2013 2,219,833 35,475 16 2,257,757 -37,924 =17
2014 2,255,283 35,450 1.6 2,296,716 -41,433 -1.8
2015 2,290,977 35,694 1.6 2,336,059 45,081 -1.9
2016 2,327,252 36,274 1.6 2,376,111 43,859 -2.1
2017 2,363,701 36,449 1.6 2416425 -52,724 -22
2018 2,400,220 36,519 1.5 2,456,880 -56,659 -23
2019 2,436,820 36,600 1.5 2,497.478 -60,658 -2.4
2020 2,473,644 36,824 1.5 2,538,368 64,724 -2.5
2021 2,510,887 37,243 1.5 2,579,752 -68,865 -2.7
2022 2,548,288 37.401 1.5 2,621,357 -73,069 -2.8
2023 2,585,760 37472 1.5 2,663,090 -77,330 -2.9
2024 2,623,311 37,551 1.5 2,704,960 -81,648 -3.0

Residential Rates 19
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Commercial Rates Billed

450,000
400,000 1
350,000 +
g
[--1
£300,000 1
[
-4
250,000 +
200,000 + } + L } : : + } : :
1990 1993 1996 1999 2002 2005 2008 2011 2014 20N17 2020 2023
Year
m—History —&— Fali 2008 Forccast —O—Spring 2009 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth Rates Billed %
Rates Billed Rates Billed % Per Year Per Year
1999 282,248 9,983 17
2000 286,495 4,247 1.5
2001 295,300 2,805 31
2002 300,440 5,140 1.7
2003 306,540 6,101 20
2004 312,665 6,125 20 History (2003 to 2008) 5,467 1.7
2005 318,827 6,162 20 History (1993 to 2008) 6,517 23
2006 324,977 6,150 19
2007 330,666 5,689 18 Spring 2009 Forecast (2008 to 2024) 6,015 1.6
2008 333,873 3,208 1.0 Fall 2008 Forecast (2008 to 2024) 6,889 1.8
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year Rates Billed Rates Billed % Rates Billed Rates Billed %
2009 341,662 7,789 23 341,969 =307 -0.1
2010 346,920 5,257 1.5 348,648 -1,728 0.5
201 352,977 6,057 1.7 355,188 -2,211 -0.6
2012 358,819 5,842 1.7 361,755 -2,936 -0.8
2013 364.484 5,666 1.6 368,334 -3,850 -1.0
2014 370,197 5,713 1.6 374,932 -4,735 -1.3
2015 375,998 5,801 1.6 381,587 -5,589 -1.5
2016 381,916 5917 1.6 388,361 -6,446 -1.7
2017 387,856 5,941 1.6 395,194 -7.337 -1.9
2018 393,800 5,944 1.5 402,049 -8,249 -2.1
2019 399,755 5,955 1.5 408,928 -9,173 2.2
2020 405,748 5,992 1.5 415,854 -10,106 =24
2021 411,814 6,066 1.5 422 863 -11,049 2.6
2022 417,904 6,090 1.5 429,920 -12,016 2.8
2023 424,002 6,098 L5 436,998 -12,996 -3.0
2024 430,113 6,111 1.4 444,099 -13,986 -3.1
Commercial Rates 20
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Total Industrial Rates Billed (Includes Textile and Other Industrial)

9,000
3,600
8,200 t+
g 7,800
s 7,400
g 7400 |
2
7,000 |
6,600
6,200 + 1 : + + + : } } . :
1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
e History —&— Fall 2008 Forecast =0 Spring 2009 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth Rates Billed %
Rates Billed Rates Billed ”“ Per Year Per Year
1999 8,681 -119 -1.3
2000 3,474 =207 24
2001 8,265 =210 -2.5
2002 7,989 -276 -33
2003 7,801 -188 23
2004 7,59 =210 -2.7 History (2003 to 2008) -100 -1.3
2005 7,492 -99 -1.3 History (1993 to 2008) -93 -1.2
2006 7,401 -91 -1.2
2007 7,309 -92 -1.2 Spring 2009 Forecast (2008 to 2024) -49 0.7
2008 7,301 -8 -G.1 Fall 2008 Forecast (2008 to 2024) -37 -0.5
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year Rates Billed Rates Billed %e Rates Billed Rates Billed %
2009 6,933 -368 -5.0 7,078 -145 -2.0
2010 6,783 -149 =22 7,007 -224 =32
2011 6,761 -22 0.3 6,964 -202 2.9
2012 6,733 -28 04 6,923 -190 2.7
2013 6,631 -102 -1.5 6,887 -256 -3.7
2014 6,595 -36 -0.5 6,856 -261 38
2015 6,557 -38 -0.6 6,825 -268 -39
2016 6,522 -36 0.5 6,798 -276 4.1
2017 6,488 -34 -0.5 6,774 -286 42
2018 6,459 -29 0.4 6,752 =293 43
2019 6,440 -19 0.3 6,734 -295 4.4
2020 6,434 -6 -0.1 6,724 -290 43
2021 6,440 6 0.1 6,720 =281 4.2
2022 6,457 17 0.3 6,718 -261 -3.9
2023 6,486 29 04 6,717 =231 -34
2024 6,519 33 0.5 6,715 -196 -2.9
Total Industrial Rates 21
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Textile Rates Billed
1,500
1,300 4
1100 +
a 00 T
g 700 -+
500 -}
300 < : o 4 < : 2 : 4 : :
1950 1993 1996 1999 2002 2005 2008 201! 2014 2017 2020 2023
Year
o History —— Fall 2008 Forecast =—0O—Spring 2009 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth Rates Billed %
Rates Hilled Rates Billed LA Per Year Per Year
1999 1,226 -67 -52
2000 1,181 -45 -3.7
2001 1,052 =129 -109
2002 949 -103 9.8
2003 %14 -35 -3.6
2004 857 -57 -6.2 History (2003 to 2008) -43 -5.9
2005 802 -56 6.5 History (1993 to 2008) -43 4.7
2006 757 45 -5.6
2007 728 -29 -3.8 Spring 2009 Forecast (2008 to 2024) -18 -33
2008 675 -53 -7.3 Fall 2008 Forecast (2008 to 2024) -22 4.4
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year Rates Billed Rates Billed Y% Rates Billed Rates Billed %
2009 591 -84 -12.5 557 34 6.0
2010 536 -54 9.2 504 32 6.4
2011 522 -15 -2.7 478 44 9.1
2012 503 -18 -35 453 50 11.1
2013 435 -19 -3.7 433 52 12.0
2014 469 -16 -3.2 417 52 12,5
2015 455 -14 29 401 54 136
2016 443 -12 2.7 388 55 142
2017 432 -11 24 377 55 147
2018 424 9 20 367 57 15.4
2019 417 -7 -1.5 358 59 16.4
2020 412 -5 -1.3 352 60 17.0
2021 407 -5 -1.2 345 61 17.7
2022 402 -5 -1.2 339 63 18.5
2023 398 -3 -0.8 334 64 19.3
2024 3195 -3 -0.9 329 66 20.0
Textile Rates 22
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Other Industrial Rates Billed

1,600
7,400 4
7200 +
g 7,000 1
) 6,800
B o |
6400 1 -"‘“-u...“.T
6,200 1 %
6,000 ! o + + b + ¢ + z L 3
1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Year
e History —8— Fall 2008 Forecast —O— Spring 2009 Farcoast
HISTORY AVERAGE ANNUAL GROWTH
Year Actual Growth Rates Billed %
Rates Billed Rates Billed L7 Per Year FPer Year
1999 7,455 -52 -0.7
2000 7,293 -162 -2.2
2001 7,213 -81 -1.1
2002 7,040 -173 -2.4
2003 6,887 -153 22
2004 6,733 -154 22 History (2003 to 2008} -52 08
2005 6,690 -43 -0.6 History (1993 to 2008) -46 0.7
2006 6,644 47 0.7
2007 6,581 -63 0.9 Spring 2009 Forecast (2008 to 2024) -31 -0.5
2008 6,626 45 0.7 Fall 2008 Forecast (2008 to 2024) -15 0.2
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2003
Year Rates Billed Rates Billed % Rates Billed Rates Billed %
2009 6,342 -284 -43 6,521 -178 -2.7
2010 6,247 -95 -1.5 6,503 -256 -3.9
2011 6,240 -8 -0.1 6,486 =246 -3.8
2012 6,230 -10 -0.2 6,470 -240 -3.7
2013 6,146 -34 -1.3 6,454 =308 -4.8
2014 6,126 -20 -03 6,439 -313 49
2015 6,102 -24 04 6,424 =322 -5.0
2016 6,079 =23 04 6,410 =331 -5.2
2017 6,056 -23 0.4 6,397 -341 -5.3
2018 6,036 -20 0.3 6,385 -349 -5.5
2019 6,023 -13 -0.2 6,376 -353 -5.5
2020 6,022 -1 0.0 6,372 -350 -5.5
2021 6,033 11 02 6,375 -342 -54
2022 6,055 22 04 6,379 -324 -5.1
2023 6,088 32 0.5 6,383 -295 4.6
2024 6,124 36 0.6 6,386 -262 -4.1
Other Industrial Rates 23
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The Summer peak forecast represents the maximum coincidental demand during the
summer season on the Duke Energy Carolinas system. It includes all Retail classes,
Schedule 10A Resale, and total resource needs for Catawba Joint Owners plus the
contribution to total peak associated with Nantahala Power and Light. The peak forecast
excludes the demand portion of contract sales to other utilities, and sales to Seneca and
Greenwood. It is expressed in MW at the point of generation and includes losses.

Adjustments were made to the peak forecasts for the Fall 2008 Forecasts and the Spring
2009 Forecasts to account for the expected ban of incandescent lighting mandated by the
Energy Independence and Security Act of 2007. These peak forecasts do not include
adjustments for proposed energy efficiency programs. Additional adjustments to the
Spring 2009 Forecast include peak reductions associated with price increases due to a
Carbon Tax starting in 2013 and peak additions from the expected growth in Plug-in Hybrid
Electric Vehicles (PHEV) in the forecast beginning in 2011.

Y03 J AQUUING

The last Summer peak occurred on Monday, June 9, 2008 at 4 p.m. An actual peak of
20,517 MW was achieved at a time when the temperature was 98 degrees (for the Spring
2009 Forecast the expected temperature at the time of summer peak is 94 degrees).

Growth Forecasts

The new forecast projects an incremental growth of 272 MW or 1.2% per year for 2008-
2024. The previous forecast growth was 340 MW or 1.5% per year for 2008-2024.

Summer Peak 24
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System Summer MW
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T C History —&— Fall 2008 Forecast =—0— Spring 2009 Forecast
HISTORY AVERAGE ANNUAL GROWTH
Weather
Year Normalized Growth MW %
MW MW % Per Year Per Year
1999 18,292 479 27
2000 18,780 438 2.7
2001 19,111 331 1.8
2002 19,238 127 0.7
2003 19,159 -719 04
2004 19,614 455 24 History (2003 to 2008) 273 14
2005 19,936 322 1.6 History (1993 to 2008) 346 2.0
2006 20,314 378 1.9
2007 20,535 221 i1 Spring 2009 Forecast (2008 to 2024) 272 1.2
2008 20,522 -13 -0.1 Fall 2008 Forecast (2008 to 2024) 340 1.5
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year MW MW % MW MW %
2009 20,398 -124 -0.6 20,606 -208 -1.0
2010 20,563 165 08 20917 -353 -1.7
2011 20,868 305 1.5 21,303 -435 2.0
2012 21,184 316 1.5 21,668 -485 2.2
2013 21,196 13 0.1 21,788 -592 27
2014 21,384 188 09 22,102 -718 -32
2015 21,648 264 1.2 22,442 -795 -3.5
2016 21,938 200 1.3 22,797 -859 -3.8
2017 22,234 296 1.3 23,165 931 4.0
2018 22,560 326 1.5 23,545 -985 -4.2
2019 22,899 339 1.5 23,942 -1,044 4.4
2020 23,243 345 1.5 24,333 -1,089 45
2021 23,622 37 1.6 24,720 -1,098 -4.4
2022 24,018 395 1.7 25,118 -1,101 -4.4
2023 24,439 421 1.8 25,533 -1,094 -4.3
2024 24,876 437 1.8 25,968 -1,092 -4.2
System Summer 25
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The Winter peak forecast represents the maximum coincidental demand during the winter
season on the Duke Energy Carolinas’ system. It includes all Retail classes, Schedule
10A Resale, and total resource needs for Catawba Joint Owners plus the contribution to
total peak associated with Nantahala Power and Light. The peak forecast excludes the
demand portion of contract sales to other utilities, and sales to Seneca and Greenwood.

It is expressed in MW at the point of generation and includes losses.

Adjustments were made to the peak forecasts for the Fall 2008 Forecasts and the Spring
2009 Forecasts to account for the expected ban of incandescent lighting mandated by the
Energy Independence and Security Act of 2007. These peak forecasts do not include
adjustments for proposed energy efficiency programs. Additional adjustments to the
Spring 2009 Forecast include peak reductions associated with price increases dueto a
Carbon Tax starting in 2013 and peak additions from the expected growth in Plug-in
Hybrid Electric Vehicles (PHEV) in the forecast beginning in 2011.

Y03 J A2JUL

The last Winter peak occurred on Thursday, February 5, 2009 at 8 a.m. with an actual
peak of 19,122 MW. This was achieved at a time when the temperature was 18 degrees
(for the Spring 2009 Forecast the expected temperature at the time of winter peak is 18
degrees).

Growth Forecasts
The new Forecast projects an incremental growth of 241 MW or 1.2% per year from

2008-2024. The previous forecast growth was 251 MW or 1.2% per year from 2008-
2024.

Winter Peak 26
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System Winter MW
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HISTORY AVERAGE ANNUAL GROWTH
Weather
Year Normalized Growth MW Yo
Mw MW 72 Per Year Per Year
1999 16,150 546 35
2000 16,63] 481 30
2001 17,078 447 2.7
2002 §7,000 -78 -0.5
2003 17,062 62 04
2004 17,102 40 0.2 History (2003 to 2008) 293 1.7
2005 17,806 703 4.1 History (1993 1o 2008) 325 2.1
2006 17,943 137 0.8
2007 18,366 423 24 Spring 2009 Forecast (2008 to 2024) 241 1.2
2008 18,528 162 09 Fall 2008 Forecast (2008 to 2024) 251 1.2
SPRING 2009 FORECAST FALL 2008 FORECAST
Growth Difference from Fall 2008
Year MW MW % MW MW %
2009 18,686 158 0.9 18,535 151 0.8
2010 18,816 130 0.7 18,733 83 04
2011 19,051 235 1.2 19,029 22 0.1
2012 19,302 251 1.3 19,299 3 0.0
2013 19,346 44 0.2 19,401 -56 03
2014 19,512 167 0.9 19,631 -119 0.6
2015 19,725 212 1.1 19,879 -154 0.8
2016 19,956 232 1.2 20,141 -185 09
2017 20,195 239 1.2 20414 -219 -1.1
2018 20,458 263 13 20,698 -240 -1.2
2019 20,733 276 13 20,998 -264 -1.3
2020 21,017 284 1.4 21,293 =276 -1.3
2021 21,328 311 1.5 21,589 =260 -1.2
2022 21,658 330 1.5 21,891 -233 -1.1
2023 22,010 352 1.6 22211 =201 0.9
2024 22,380 369 1.7 22,552 -172 0.3
System Winter 27
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The system load factor represents the relationship between annual energy and the
maximum demand for the Duke Energy Carolinas' system. It is measured at
generation level and excludes off-system sales and peaks.
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APPENDIX C: EXISTING ENERGY EFFICIENCY (EE) AND DEMAND-SIDE
MANAGEMENT (DSM) PROGRAMS

The following describes the existing EE and DSM programs offered by Duke Energy
Carolinas. The tables at the end of this appendix list the existing DSM projection if the
programs were to be continued and activation history.

Current Energy Efficiency and Demand-Side Management Programs

The following demand response programs are designed to provide a source of
interruptible capacity to Duke Energy Carolinas:

Demand Response — Load Control Curtailment Programs

Residential Air Conditioning Direct Load Control

Participants receive billing credits during the billing months of July through October in
exchange for allowing Duke Energy Carolinas the right to interrupt electric service to
their central air conditioning systems.

This program will be replaced with PowerManager once an order is received from the
NCUC.

Demand Response — Interruptible Programs

Interruptible Power Service

Participants agree contractually to reduce their electrical loads to specified levels upon
request by Duke Energy Carolinas. If customers fail to do se during an interruption, they
receive a penalty for the increment of demand exceeding the specified level.

Standby Generator Control

Participants agree contractually to transfer electrical loads from the Duke Energy
Carolinas source to their standby generators upon request by Duke Energy Carolinas.
The generators in this program do not operate in parallel with the Duke Energy Carolinas
system and therefore, cannot “backfeed” (i.e., export power) into the Duke Energy
Carolinas system. Participating customers receive payments for capacity and/or energy,
based on the amount of capacity and/or energy transferred to their generators.

New Demand Response Programs

Power Manager

Power Manager is a residential load control program. Participants receive billing credits
during the billing months of July through October in exchange for allowing Duke Energy
Carolinas the right to cycle their central air conditioning systems and, additionally, to
interrupt the central air conditioning when the Company has capacity needs.

Information about the Power Manager program will be provided in bill inserts and on
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Duke Energy Carolinas’ Web site, but the program will not be actively marketed until
two-way communication is available.

PowerShare®

PowerShare” is a non-residential curtailable program consisting of three options, an
Emergency Option for curtailable load, an Emergency Option for load curtailment using
on-site generators, and a Voluntary Option. The Emergency Option customers will
receive capacity credits monthly based on the amount of load they agree to curtail during
utility-initiated emergency events. Customers enrolled in the Emergency Option may also
be enrolled in the Voluntary Option and eligible to earn additional credits. Voluntary
Option customers will be notified of pending emergency or economic events and can log
on to a Web site to view a posted energy price for that particular event. Customers will
then have the option to nominate load for the event and will be paid the posted energy
credit for load curtailed.

Demand Response — Time of Use Programs

Residential Time-of-Use

This category of rates for residential customers incorporates differential seasonal and
time-of-day pricing that encourages customers to shift electricity usage from on-peak
time periods to off-peak periods. In addition, there is a Residential Water Heating rate
for off-peak water heating electricity use.

General Service and Industrial Time-of-Use

This category of rates for general service and industrial customers incorporates
differential seasonal and time-of-day pricing that encourages customers to use less
electricity during on-peak time periods and more during off-peak periods.

Hourly Pricing for Incremental Load

This category of rates for general service and industrial customers incorporates prices that
reflect Duke Energy Carolinas’ estimation of hourly marginal costs. In addition, a
portion of the customer’s bill is calculated under their embedded-cost rate. Customers on
this rate can choose to modify their usage depending on hourly prices.

Conservation Programs

Residential Energy Star® Rates

This rate promotes the development of homes that are significantly more energy-efficient
than a standard home. Homes are certified when they meet the standards set by the U.S.
EPA and the U.S. Department of Energy (DOE). To earn the symbol, a home must be at
least 30 percent more efficient than the national Model Energy Code for homes, or 15
percent more efficient than the state energy code, whichever is more rigorous.
Independent third-party inspectors test the homes to ensure they meet the standards to
receive the Energy Star® symbol. The independent home inspection is the responsibility
of the homeowner or builder. Electric space heating and/or electric domestic water
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heating are not required.

Residential Energy Assessments

This program assists residential customers in assessing their energy usage and provides
recommendations for more efficient use of energy in their homes. The program also
helps identify those customers who could benefit most by investing in new demand-side
management measures, undertaking more energy-efficient practices and participating in
Duke Energy Carolinas programs. The types of available energy assessments and
demand-side management products are as follows:

¢ Mail-in Analysis. The customer provides information about their home, number
of occupants, equipment, and energy usage on a mailed energy profile survey,
from which Duke Energy Carolinas will perform an energy use analysis and
provide a Personalized Home Energy Report including specific energy-saving
recommendations.

e Online Analysis. The customer provides information about their home, number
of occupants, energy usage and equipment through an online energy profile
survey. Duke Energy Carolinas will provide an Online Home Energy Audit
including specific energy-saving recommendations.

o On-site Audit and Analysis. Duke Energy Carolinas will perform one on-site
assessment of an owner-occupied home and its energy efficiency-related features
during the life of this program.

Smart $aver® for Residential Customers

The Smart $aver® Program provides incentives to residential customers who purchase
energy-efficient equipment. The program has two components — compact fluorescent
light bulbs and high-efficiency air conditioning equipment.

This residential compact fluorescent light bulbs (CFLs) incentive program provides
market incentives to customers and market support to retailers to promote use of CFLs.
Special incentives to buyers and in-store support will increase demand for the products,
spur store participation, and increase availability of CFLs to customers. Part of this
program is to educate customers on the advantages (functionality and savings) of CFLs
so that they will continue to purchase these bulbs in the future when no direct incentive is
available.

The residential air conditioning program provides incentives to customers, builders, and
heating contractors (HVAC dealers) to promote the use of high-efficiency air
conditioners and heat pumps with electronically-commutated fan motors (ECM). The
program is designed to increase the efficiency of air conditioning systems in new homes
and for replacements in existing homes.

Low Income Services

The purpose of this program is to assist low income residential customers with demand-
side management measures to reduce energy usage through energy efficiency kits or
through assistance in the cost of equipment or weatherization measures.
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Energy Efficiency Education Program for Schools

The purpose of this program is to educate students about sources of energy and energy
efficiency in homes and schools through a curriculum provided to public and private
schools. This curriculum includes lesson plans, energy efficiency materials, and energy
audits.

Non-Residential Energy Assessments

The purpose of this program is to assist non-residential customers in assessing their
energy usage and to provide recommendations for more efficient use of energy. The
program also helps identify those customers who could benefit from other Duke Energy
Carolinas DSM non-residential programs.

The types of available energy assessments are as follows:

¢ Online Analysis. The customer provides information about its facility. Duke
Energy Carolinas will provide a report including energy-saving recommendations.

¢ Telephone Interview Analysis. The customer provides information to Duke
Energy Carolinas through a telephone interview, after which billing data, and, if
available, load profile data, will be analyzed. Duke Energy Carolinas will provide
a detailed energy analysis report with an efficiency assessment along with
recommendations for energy-efficiency improvements. A 12-month usage history
may be required to perform this analysis.

e On-site Audit and Analysis. For customers who have completed either an Online
Analysis or a Telephone Interview Analysis, Duke Energy Carolinas will cover
50% of the costs of an on-site assessment. Duke Energy Carolinas will provide a
detailed energy analysis report with an efficiency assessment along with
recommendations, tailored to the customer’s facility and operation, for energy
efficiency improvements. The Company reserves the right to limit the number of
off-site assessments for customers who have multiple facilities on the Duke
Energy Carolinas system. Duke Energy Carolinas may provide additional
engineering and analysis, if requested, and the customer agrees to pay the full cost
of the additional assessment.

Smart $aver® for Non-Residential Customers

The purpose of this program is to encourage the installation of high-efficiency equipment
in new and existing non-residential establishments. The program provides incentive
payments to offset a portion of the higher cost of energy-efficient equipment. The
following types of equipment are eligible for incentives: high-efficiency lighting, high-
efficiency air conditioning equipment, high-efficiency motors, and high-efficiency
pumps. Customer incentives may be paid for other high-efficiency equipment as
determined by the Company to be evaluated on a case-by-case basis.
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APPENDIX D: SUPPLY-SIDE OPTIONS REFERENCED IN THE PLAN

Supply-Side Options

Supply-side options considered in the IRP are subjected to an economic screening
process to determine the most cost-effective technologies to be passed along for
consideration in the quantitative analysis phase of the process. Generally, conventional,
demonstrated, and emerging technologies must pass a cost screen, a commercial
availability screen, and a technical feasibility screen to be considered for further
evaluation.

The data for each technology being screened is based on research and information from
several sources. In addition to internal sources, bids from the Renewable RFP, the
Electric Power Research Institute (EPRI) Technology Assessment Guide (TAG®), and
studies performed by and/or information gathered from vendors and/or entities were used
in the estimation of capital, operating costs, and operational characteristics for the supply-
side alternatives. The EPRI information along with any information or estimates from
external studies is not site-specific, but generally reflects the costs and operating
parameters for installation in the Southeast.

Finally, every effort is made to ensure, as much as possible, that the cost and other
parameters are current, on a common basis, and include similar scope across the
technology types being screened. While this has always been important, keeping cost
estimates across a variety of technology types consistent in today’s construction material,
manufactured equipment, and commodity markets is getting very difficult to maintain.
As discussed in last year’s filing, the rapidly escalating and de-escalating (as a result of
current economic recession pressures) prices in these markets has continued often making
cost estimates and other price/cost information out-of-date in as little as six months. In
addition, vendor quotes once relied upon as being a good indicator of, or basis for, the
cost of a generating project, may have lives as short as 3¢ days. This year two additional
hydro based options are included, Jocassee Unit 5 and Coley Creek Pumped Storage. The
estimated costs of these two options were based on dated vendor estimates and escalated
to current times. As a result, if these options are selected, more rigorous cost estimate
refinement will be necessary prior to any actual implementation steps.

From previous technical feasibility screening efforts, several additional technologies
were climinated from further consideration. A brief explanation of the technologies
excluded and the logic for their exclusion follows:

o Coal-fired Circulating Fluidized Bed combustion is a conventional,
commercially-proven technology in utility use. However, boiler size remains
generally limited to 300-350 MW. In addition, the new source performance
standards (NSPS) generally dictate that post-boiler clean-up equipment must be
installed to meet the standards when burning coal, which effectively eliminates
one of the advantages of this technology. Both of these issues cause it to be
one of the higher-cost baseload alternatives available on a utility scale.
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» Advanced Battery storage technologies remain relatively expensive and are
generally suitable for small-scale emergency back-up and/or power quality
applications with short-term duty cycles of three hours or less. In addition, the
current energy storage capability is generally 100 MWh or less. Research,
development, and demonstration continue, but this technology is generally not
commercially available on a larger supply-side utility scale. Small-scale
substation pilots are being studied to assist in increasing distribution system
reliability.

o Fuel Cells, although originally envisioned as being a competitor for combustion
turbines and central power plants, are now targeted to mostly distributed power
generation systems. The size of the distributed generation applications ranges
from a few kilowatts to tens of megawatts in the long-term. Fuel gas
(hydrogen) purity, cost and performance issues have generally limited their
application to niche markets and/or subsidized installations. While a medium
level of research and development continues, this technology is not
commercially available for utility-scale application.

Below is a listing of the technologies screened, placed into general Conventional and
Demonstrated categories:

Conventional Technologies (technologies in common use):

Base Load Technologies
800 MW class Supercritical Coal (Greenfield)

1117 MW Nuclear units, AP1000 (priced as sets of 2)

Peak / Intermediate Technologies
160 MW Combustion Turbines — GE 7FA (priced as sets of 4)

500 MW Combined Cycle — GE 7FA (with duct firing capacity augmentation not
included in 500 MW rating)

100 MW Jocassee Hydro Unit 5

6 x 350 MW Coley Creek Pumped Hydro Storage

Demonstrated Technologies (technologies commercial gernerall not in widespread
use):

Base Load Technologies
630 MW class IGCC (Greenfield)

During 2007, in anticipation of the state of North Carolina passing RPS legislation, Duke

Energy Carolinas issued an RFP for renewable resources. In addition to bids received
during 2007, unsolicited renewable energy offers continue to be received during 2009.
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The bids and other offers were of the following types:

On-Shore Wind
s Biomass

o Biomass Woody Firing

o Poultry Waste Firing

o Hog Digester Biogas Firing
e Solar PV
e Landfill Gas

The analysis for the IRP utilized an average composite of the bids or offers of similar
renewable types (solar, wind, etc.) to perform the renewables screening for this type since
this was the most up-to-date information available.

The screening includes the impacts of the traditional regulated emissions of SO, and
NOx generally associated with the Clean Air Act Amendments of 1990, the recently
overturned Clean Air Interstate Rule, and the 2002 North Carolina Clean Smokestacks
Act along with consideration of The Dingle Boucher proposed CO; regulations and the
N.C. Renewable Energy Portfolio Standard. These scenarios are discussed in more
detail in Appendix A.

The following estimated Levelized Busbar Cost’chart provides an economic comparison
of the technologies. Comparisons involving some renewable resources, particularly wind
and solar resources, can be somewhat misleading because these resources do not
contribute their full installed capacity at the time of the system peak'® and generally have
resource limited capacity factors. Since busbar charts attempt to levelize and compare
costs on an installed kW basis, wind and solar resources appear to be more economic than
they would be if the comparison was performed on a peak kW basis. In addition, because
the costs utilized in the screening for renewable resources were generally based on “must
take” bids at specified capacity factors, the chart shows a single point for each type of
resource at the particular capacity factor specified. Also, the capacity (MW size) for each
non-renewable technology represented is listed in the chart legends. The expected energy
(MWHh) at any given capacity factor (whether along a continuous line, or a specific point)
may be determined by the following formula: Expected Energy (MWh) = 8,760 x
Capacity (MW size) x Capacity Factor (%/100).

® While these estimated levelized busbar costs provide a reasonable basis for initial screening of
technologies, simple busbar cost information has limitations. In isolation, busbar cost information has
limited applicability in decision-making because it is highly dependent on the circumstances being
considered. A complete analysis of feasible technologies must include consideration of the
interdependence of the technologies within the context of Duke Energy Carolinas’ existing generation
portfolio.

1 For purposes of this IRP, wind resources arc assumed to contribute 15% of installed capacity at the time
of peak and solar resources are assumed to contributc 50% of installed capacity at the time of peak.
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Composite Busbar Chart - Higher Carbon Scenario
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Appendix E: 2009 FERC Form 715

The 2009 FERC Form 715 filed April 2009 is confidential and filed under seal.
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APPENDIX F: CROSS-REFERENCE OF IRP REQUIREMENTS

The following table cross-references IRP regulatory requirements for North Carolina and
South Carolina, and identifies where those requirements are discussed in the Plan.

effect of the plan on the cost and reliability of energy service,
and a description of the extemal, environmental and economic
consequences of the plan to the cxtent practicable

Requirement Location Reference Updated
Forecast of Load, Supply-side Resources, and Demand-Side
Resources.

o 10 year history of customers & encrgy sales Sect III NC R8-60 h (i) 1(i) Yes

o 15 year forccast w & w/o energy efficiency Sect I11 NC R8-60 h(i) 1{ii) Yes

o  Description of supply-side resources Sect IV, App D | NC R8-60 h(i ) 1iii) Yes
Gencrating Facilities

» Existing Generation Sect 11 NC R8-60 h (i} 2(i}(a-f} | Yes

o Planned Generation Sect III, NC R8-60 h (i) 2(ii}(a-d}| Yes

» Non Utility Generation Appd NC R8-60 h (i) 2(iii) No

» Proposed Generation Units at Locations not known Sect V Yes

e  Generating Units Projected to be Retired Sect II Yes

» _ Generating Units with plan for [ife extension N/A No
Reserve Margin SeettH NCRS8-60h(i)3 No
Wholesale Contract for the Purchase and Sale of Power

e  Wholesale Purchase Power Contract Sect 11 NC R8-60 h (i) 4(i) Yes

s Request for Proposal Sect 11 NC R8-60 h (i) 4(ii) ?

e  Wholesale power sales contracts Sect I1 NC R8-60 h (i) 4(iii) Yes
Transmission Fagilities , planned & under construction App-G NCRS8-60h (i) 5 No
Transmissions Systcm Adequacy SeetH No
FERC Form 1 (pages 422-425) Appk No
FERC Form 715 AppE Yes
Energy Efficiency and Demand Side Management

= Existing Programs SectII, AppC | NC R8-60 h (i) 6(i) Yes

» Future Programs Sect II1 NC R8-60 h (i} 6(ii) Yes

e Rejected Programs Appt NCR8-60h (i) 6(iii) | No

e Consumer Education Programs Appt NC R8-60 h (i} 6(iv) No
Assessment of Alternative Supply-Side Energy Resource

¢  Current and Future Alternative Supply-Side AppD NC R8-60 h (i) 7(i) Yes

o Rejected Alternative Supply-Side Encrgy Resource App D NC R8-60 h (i) 7(ii) Yes
Evaluation of Resource Options NC R8-60h (i) 8 Yes
(Quantitative Analysis) App A
Cost benefit analysis of each option
Levelized Bus-bar Costs App D NC R8-60h (i) ¢ Yes
Other Information {economic development) AppL No

| Legislative and Regulatory Issues Sect II Yes
Supplier’s Program for Mecting the Requirements Shown inits | Sec LV, App A Yes
Forecast in an Economic and Reliable Manner, including EE
and DSM and Supply-Side Options
Supplier’s assumptions and conclusions with respect to the Sec V,App A Yes
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L INTRODUCTION

Duke Energy Carolinas, LLC (“Duke Energy Carolinas” or the “Company”) submits its annual
Renewable Energy and Energy Efficiency Portfolio Standard Compliance Plan (“Compliance
Plan™) in accordance with N.C. Gen. Stat. § 62-133.8 and Commission Rule R8-67(b). This
Compliance Plan, set forth in detail in Section 1I, provides the required information and outlines
the Company’s projected plans for the period 2009-2011.! In Section 111, the cost implications of
the Company’s REPS compliance plan is discussed. In Section IV, the Compliance Plan also
describes the Company’s efforts to supply renewable energy resources to its wholesale
customers.

The North Carolina General Assembly enacted Session Law 2007-397 (“Senate Bill 3”), which
includes the North Carolina Renewable Energy and Energy Efficiency Portfolio Standard
(“REPS”), on August 2, 2007, in order to:

(a) diversify the resources used to reliably meet the energy needs of consumers in the
State;

(b) provide greater energy security through the use of indigenous energy resources
available within the State;

(c) encourage private investment in renewable energy and energy efficiency; and,

(d) provide improved air quality and other benefits to energy consumers and citizens of
the state.

N.C. Gen. Stat. § 62-2(a)(10) (2008).

Duke Energy Carolinas seeks to advance these State policies through the continued pursuit of its
renewable energy strategy, which can be characterized as a strategy of diversification.
Specifically, Duke Energy Carolinas seeks to build its portfolio of renewable energy resources
through a combination of the following: (1) development of renewable energy resources
owned and/or operated by Duke Energy Carolinas; (2) power purchase agreements (“PPA” or
“PPAs”) from renewable power generation facilities; and (3) purchases of unbundled
renewable energy certificates (“REC” or “RECs”). Additionally, the Company seeks to
complement its renewable energy initiatives with the utilization of cost-effective energy
efficiency (“EE”) as a key component in its Compliance Plan.

In seeking to build a diversified portfolio of renewable and energy efficiency resources, the
Company has undertaken several key efforts, including (1) seeking proposals from various
potential renewable suppliers for either PPAs or REC purchase agreements, (2) evaluating
opportunities to make direct investments in the ownership and/or operation of renewables, (3)
developing programs such as a Standard Offer for RECs to facilitate procurement of RECs from
smaller producers, and (4) making regulatory applications to pursue specific initiatives such as
the Company’s Distributed Generation Solar Photovoltaic “PV” program, approved in Docket

' Pursuant to NCUC Rule R8-67(b)(1), this Compliance Plan reflects Duke Energy Carolinas’ present planning
efforts to meet the REPS requirements for the current and immediately subsequent two calendar years.
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No. E-7, Sub 856> or the Company’s energy efficiency program, filed in Docket No. E-7, Sub
831. The Company believes these actions collectively constitute a thorough and prudent pian for
compliance with the REPS law and demonstrate the Company’s commitment to pursue its
renewable energy and energy efficiency strategies.

IL. REPS COMPLIANCE PLAN

A. ENERGY EFFICIENCY

Duke Energy Carolinas received an Order from the Commission resolving certain issues with its
proposed Energy Efficiency Plar’, including approval of its portfolio of energy efficiency
programs, on February 26, 2009. Duke Energy Carolinas projects that it will achieve more
energy efficiency (“EE”) than what can be utilized under the REPS law for the foreseeable
future, and thus plans to utilize energy efficiency to the fullest extent possible (accounting for
25% of the requirement beginning in 2012)*. The Company has already begun rolling out its
energy efficiency programs and will bank energy efficiency impacts that are achieved in the
2008-2011 period. Duke Energy currently plans to begin utilizing these banked EE credits in
2012 and thereafter. The Company’s Energy Efficiency Programs include: Residential Energy
Star® Rates, Residential Energy Assessments, Smart $aver® for Residential Customers, Low
Income Services, Energy Efficiency Education Programs for Schools, Non-Residential Energy
Assessments, Smart $aver® for Non-Residential Customers, as well as additional programs that
are under development.

B. RENEWABLE ENERGY RESOURCES

1.  Solar Energy Resources

Pursuant to N.C. Gen. Stat. § 62-133.8(d), the Company must use solar energy resources equal
to a minimum of two hundredths of one percent (0.02%) of the total electric power in kilowatt
hours sold to retail customers in North Carolina, or an equivalent amount of energy by 2010.
Based on the current retail sales projection, Duke Energy Carolinas’ total retail and wholesale
REPS solar energy requirement is estimated to be 11,142 MWh in 2010 and 11,246 MWh in
2011. Duke Energy Carolinas has adhered to the previously described renewable energy
strategy in planning to meet the solar set-aside requirements for 2010 and beyond.
Specifically, the Company has elected to pursue the following courses of action to acquire
solar resources for compliance: (1) construction of solar projects owned and operated by Duke
Energy Carolinas, (2) solar PPAs, and (3) solar REC purchase agreements. The following
actions have been taken:

2 See Order Granting Certificate of Public Convenience and Necessity Subject to Conditions, Docket No. E-7, Sub
856 (December 28, 2008).

* See Order Resolving Certain Issues, Requesting Additional Information on Unsettled Matters, and Allowing
Proposed Rider to Become Effective Subject to Refund, Dockel No. E-7, Sub 831 (February 26, 2009).

* See N.C. Gen. Stat. § 62-133.8(b)(2)c.
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a. In 2008, Duke Energy Carolinas signed a twenty year PPA with
SunEdison for the purchase of all electricity generated from a proposed
21.5 MW (DC) nameplate solar farm in Davidson County, NC.

b. Duke Energy Carolinas’ Distributed Generation Solar PV Program.’
Duke Energy received Commission approval in 2009 for its Distributed
Generation Solar PV program to build, own, and operate a total of
10MW (DC) of solar PV projects on customer sites and/or Duke
Energy owned property. Construction of an initial phase of projects is
targeted to begin prior to year-end 2009, with the goal of fully
implementing the program by the end of 2010.

c. Purchase of Solar RECs. The Company has entered into long term
purchase agreements for solar RECs with two solar development firms:
FLS Energy and Vanir Energy. These companies utilize solar thermal
technologies including solar, water heating to produce solar RECs for
compliance with REPS. Contracts with these companies were
negotiated through Duke Energy Carolinas’ unsolicited bid process.

At thls time the Company is confident that it w111 meet the 2010 and 2011 solar set-a51de
ts. IBEGIN CONFIDENTIAL] LTl - RN

5 See NCUC Docket E-7, Sub 856,
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[END CONFIDENTIAL]

The Company continues to seck out and explore additional solar resources that will be needed in
order to meet the increased level of the solar requirement that begins in 2012,

2. Swine Waste Resources

Pursuant to N.C. Gen. Stat. § 62-133.8(e), electric suppliers must collectively use swine waste
resources equal to seven hundredths of one percent (0.07%) of total retail electric power sold in
aggregate by utilities in North Carolina for years 2012-2014. This aggregate commitment shall
be based on the total retail electric power sold in the State in 2011. On May 7 2009, in Docket
No. E-100, Sub 113, the Commission issued its Order on Duke Energy Carolinas, LLC, Motion
for Clarification that stated, in relevant part, that the state-wide requirement for swine and
poultry waste resources does not impose individual requirements on electric power suppliers, but
rather imposes an aggregate requirement on the suppliers to be met collectively. The
Commission also ordered that the REPS statute and interpretive Commission rules collectively
constitute a clearly articulated State policy and that the Commission’s active supervision over
REPS compliance removes potential anti-trust implications relating to the required cooperation
and joint procurement efforts between the electric power suppliers to meet the swine and poultry
waste collective set-aside requirements. As such, in August of this year, Duke Energy Carolinas,
Progress Energy Carolinas, Inc., and North Carolina Electric Membership Corporation
collectively proposed a pro-rata method for satisfying the requirements of the swine and poultry
waste requirements.
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Duke Energy Carolinas has pursued a number of pathways to identify swine waste resources to
meet its REPS set-aside requirement. However, the Company notes several fundamental
challenges that still remain with generating electricity from swine waste. First, the swine waste-
to-electricity industry is in its infancy in North Carolina and proven operators of swine waste-to-
electricity projects are scarce. Further, individual project opportunities tend to be quite small in
scale relative to the REPS swine requirements, and the Company has not received proposals that
are of sufficient scale to meet our expected obligations. Additionally, Duke Energy Carolinas
faces the additional constraint of lacking swine waste resources in its service territory. This
limitation suggests that Duke Energy Carolinas would incur costs to wheel the energy from other
areas, adding to the cost, or, alternatively, other electric power suppliers would need to be the
off-taker of energy and allow Duke Energy Carolinas to purchase RECs from those projects.
Despite these challenges, Duke Energy Carolinas continues to pursue possible pathways forward
to meet the aggregate swine waste set-aside.

The Company has joined Progress Energy Carolinas, Inc., Dominion North Carolina Power,
North Carolina Electric Membership Corporation, North Carolina Eastern Municipal Power
Agency and North Carolina Municipal Power Agency Number 1 (collectively “the Electric
Power Suppliers™) to request that the Commission delay the swine waste set-aside requirement
because the Electric Power Suppliers have no indication of a timely source of swine waste
generation to meet the time frame and quantities necessary for compliance with the swine waste
set-aside.® Duke Energy Carolinas has made reasonable efforts to meet the requirements of the
swine waste resources, including but not limited to meeting with potential suppliers, evaluating
bids received, and finding and engaging swine waste generators.

Duke Energy Carolinas remains in active discussions with the Electric Power Suppliers in an
effort to jointly procure swine waste resources. As required by the Commission’s May 7, 2009
Order on Duke Energy Carolinas, LLC, Motion for Clarification, any such joint business
arrangement will require prior approval from the Commission. Although the Company
appreciates that this requirement is intended to serve the purpose of assuring anti-trust violations
are not committed, it nonetheless recognizes that this requirement may impact the speed with
which the Company can procure swine waste resources.

3.  Poultry Waste Resources

Pursuant to N.C. Gen. Stat. § 62-133.8(f), electric suppliers must collectively use poultry waste
resources equal to 170,000 MWh by 2012; 700,000 MWh by 2013; and 900,000 MWh by 2014.
As with the swine waste set-aside, this aggregate commitment is to be met collectively by the
electric power suppliers of North Carolina. 1n its 2008 Compliance Plan, Duke Energy Carolinas
raised numerous concerns about the procurement of poultry waste resources, including (1) the
amount of poultry waste resources required, (2) annual cost escalation and uncertain pass
through costs that are incompatible with the nature of the Company’s fixed cost caps; and (3)the
question of what percentage of the electricity from a poultry waste facility would gualify for the
requirement if other forms of fuel were utilized in addition to poultry waste. Additionally, there

5 See Joint Electric Power Suppliers Motion, Docket E-100, Sub 113 (Aug. 14, 2009) (“the Joint Motion™).
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continues to be only one potential supplier, Fibrowatt, of electricity derived from poultry waste,
with the exception of some early stage concepts that are most appropriate to be considered as
research and development opportunities at this time. Although the Commission has responded to
the question of what share of the output from a poultry waste facility would count towards the
poultry waste requirement (only the portion associated with poultry waste fuel’), the Company
has been unable to reach an agreement with Fibrowatt because of fundamental problems with the
proposed commercial terms. Duke Energy Carolinas continues to negotiate in good faith with
Fibrowatt as well as other potential suppliers.

Despite these continued negotiations, the Company has been unable to reach an agreement for
poultry waste resources. The Company detailed its concems along with the other Electric Power
Suppliers in the Joint Motion to delay and modify the poultry waste requirements. The key
issues that were outlined in the Joint Motion include (1) the lack of poultry waste resource
suppliers; (2) that Fibrowatt has focused solely on the two largest utilities in its negotiations; (3)
that the prices proposed by Fibrowatt will consume a significant portion of the REPS compliance
costs Progress Energy Carolinas, Inc. and Duke Energy Carolinas may recover under N.C. Gen.
Stat. § 62-133.8(h); and (4) that the contractual terms proposed by Fibrowatt require a long term
commitment of 25 years with pricing containing numerous pass-through provisions with no
opportunities for the Electric Power Suppliers to mitigate the risk of price escalation and no
assurance of cost recovery should the uncertain cost escalation result in expenditures which
exceed the fixed cost caps contained in N.C. Gen. Stat. § 62-133.8(h).

As indicated in the Joint Motion, Duke Energy Carolinas believes that the state-wide poultry
waste set-aside requirement is too aggressive. The Company believes that it would not be in the
public interest to allocate such a large portion of the State’s investments in renewable energy into
poultry waste resources where there is no competition among suppliers, no regulation with
regards to power pricing, no certainty with regards to the escalation over time of the rates
charged; and where it is uncertain what portion of the output of the poultry waste facility would
count towards the poultry waste set-aside requirement. It is for these reasons that Duke Energy
Carolinas has chosen to join with the Electric Power Suppliers® to request that the Commission
delay and modify the poultry waste set-aside requirement.

4. Hydropower

Based on the Commission’s recent interpretations of the intent of Senate Bill 3°, Duke Energy
Carolinas is unable to utilize any of its existing hydroelectric power resources for the Company’s
compliance with REPS. The Commission’s interpretation differs from the Company’s original
view, and as a result, Duke Energy Carolinas’ need for other forms of renewable energy
resources has increased. The Company is working to address this need through the procurement
or development of other renewable energy resources.

? See Order on Duke Energy Carolinas, LLC, Motion for Clarification, Docket No. E-100, Sub 113 (May 7, 2009).
¥ See Joint Electric Power Suppliers Motion, filed in Docket E-100, Sub 113 (Aug. 14, 2009).
® See Order on Public Staff”s Motion for Clarification, Docket No. E-100, Sub 113 (June 7, 2009).
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a. Although the Commission did not approve many of the hydro facility
registration applications made by the Company, Duke Energy Carolinas
did receive Commission approval of six (6) of its hydro stations as
renewable energy facilities.'"® These facilities generate approximately
107,000 RECs annually, but these RECs cannot be used to meet the
compliance obligation of Duke Energy Carolinas. As a result, the
Company will seek to utilize these RECs to aid in meeting a portion of
the REPS compliance needs of its full requirements wholesale
customers, that may use the RECs from these facilities pursuant to N.C.
Gen. Stat. 62-133.8(c)(2)c. However, the ability of these wholesale
customers to utilize these RECs will be limited due to the statutory 30%
limitation on hydroelectric use, in conjunction with their expected
Southeastern Power Administration (“SEPA”) allocations of
hydroelectric power resources.

b. The Company has purchased RECs from eight (8) small hydroelectric
power facilities in the Carolinas which qualify as new renewable energy
facilities. The Company will bank these RECs to be used in 2012 and
beyond to meet its general renewable energy requirement under REPS.

5. Biomass Resources

Pursuant to N.C. Gen. Stat. § 62-133.8(b)(2)b, Duke Energy Carolinas intends to use the
generation and purchase of electricity from biomass to meet its REPS obligations. The Company
plans to utilize the following renewable energy resources:

a. Landfill Methane

i) Last year, Duke Energy Carolinas signed a 20-year PPA with
Methane Power Durham, LP to purchase the electricity
generated from a 2.1 MW capacity landfill gas facility at the
Durham Landfill. The Company has signed a contract for an
additional 1.0 MW of capacity with Methane Power Durham,
LP related to an expansion of the project. The first 2.1 MWs
is expected to be operational by mid-September 2009 and the
additional capacity is expected to be operational by October
1, 2009.

ii) Duke Energy Carolinas continues to explore additional
contracts for electricity and RECs from landfill gas facilities
throughout its Carolinas service territory.

' Duke Energy Carolinas plans to resubmit registration statements for its remaining hydro stations where are units
together are less than 10 MW in capacity, and will use this generation to meet the REPS requirements of its full
requirements wholesale customers.
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b. Duke Energy Carolinas’ Biomass Initiatives at Fossil Units

In late August 2009, Duke Energy Carolinas began a one-month test burn for co-firing biomass
at Buck Unit 6, located near Salisbury, North Carolina. This test was originally scheduled to
begin in July, but was delayed due to on-going regulatory discussions with North Carolina
Department of Environment and Natural Resources (“DENR”) regarding the potential treatment
of biomass as a solid waste. Resolution of this issue is critical to the Company’s ability to plan
for future biomass projects and compliance with the REPS. This issue affects all potential
biomass projects, whether they are utility-owned facilities or independent power producers.
DENR has permitted the Buck test burn to proceed although subsequent activities could be
prohibited if these matters are not resolved.

For the Buck test burn, the biomass will be blended on the coal belt as fuel is being loaded to the
unit. This method of co-firing is referred to as co-milling. Co-milling involves introducing the
biomass upstream of the bunkers so that the coal and biomass are processed together through the
bunkers and pulverizers before being combusted in the boiler.

The purpose of the Buck test burn is to quantify the effects that co-firing biomass with coal has
on operations and emissions of the unit. Specifically, the test burn will set out to address the
following items:

Impacts on operations including boiler and cycle efficiency

Impacts on emissions

Explore maximum possible biomass blend rates with and without de-rating the
unit

Impacts on minimum load

Impacts on load following capabilities

Impacts on Selective Non-Catalytic Reduction and Electrostatic Precipitator
Impacts on ash basin chemistry

Costs

Two types of biomass will be tested at blend rates ranging between 5% and 20% by weight. The
first phase of the test will use sawdust, and the second phase of the test will use wood chips. The
test for each fuel will start off with low percentages at approximately 5% by weight and
gradually increase. One of the purposes of this test is to understand the upper limit of co-firing
biomass within safety, environmental and operational constraints. Should there be operational or
environmental limitations identified during the test that limit the percent of biomass that can be
blended in the unit, that percentage will serve as the maximum limit. Up to 3,000 tons of
biomass will be burned during this test, including up to 1,500 tons of wood chips and up to 1,500
tons of sawdust. The test burn will generate approximately 2,000 - 2,500 RECs, which will be
banked for compliance.

In July of 2009, a three month trial of biomass co-firing began at Lee Steam Station, located near
Williamston, South Carolina, using the co-milling method. A successful one month biomass test
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bum was completed at this facility in 2007 using sawdust and shredded pallets. The 2009 test
seeks to build upon that experience by extending the test duration and expanding the biomass
source to typical forest products. The extended duration of this test allows observation of more
long term operational effects. Additionally, this test is intended to allow Duke Energy Carolinas
to explore the challenges and opportunities of procuring production type biomass fuels in terms
of volume, product size, quality, delivery, contractual obligations, etc. This trial also uses the
co-milling method, but in this case the biomass is introduced on the coal pile. The Title V permit
for Lee Steam Station allows for burning of clean wood and untreated pallets on a permanent
basis.

The three month biomass trial at Lee was originally projected to use 12,000 tons of locally
produced materials. However, due to a mild summer and decreasing electricity demand, the
units have not operated as expected. From July through mid-August, approximately 1,500 tons
of biomass have been obtained for the Lee trial. To date, approximately 850 RECs have been
produced. The total RECs for the Lee trial are estimated to be between 1,000 — 1,200 RECs,
depending upon the capacity factors of the units for the remainder of the trial. These RECs will
be banked for future compliance. Because co-firing is dependent upon unit dispatch, and thus
affected by electric demand, the ability to bank co-fired RECs is imperative to compensate for
year to year variability. Although the Company continues to view co-firing as an attractive form
of renewable energy, there continue to be fuel sourcing and operational challenges associated
with co-firing that the Company continues to evaluate.

Duke Energy Carolinas is evaluating the implementation of a series of permanent co-firing
projects, as well as the possibility of repowering older coal stations as dedicated biomass burning
facilities. Final decisions on these projects have not been made, but could generate substantial
amounts of RECs that could be banked and utilized towards compliance. Decisions on these
projects will depend, in part, on the results of the test burns described above, results of further
co-firing and repowering assessments, and fuel supply assessments.

6. Wind

Duke Energy Carolinas is active in several efforts to better understand the wind resources
available in North Carolina. The Company notes that North Carolina possesses wind resources
in the mountains, on the coast and offshore that are sufficient for the construction of wind
turbines. The Company has an interest in responsible development of wind projects in the State,
but it has not received any viable proposals in part due to the limitation on development in the
Western part of the state and the well-documented challenges of developing coastal and offshore
wind projects elsewhere along the east coast of the United States. A recently published report by
the University of North Carolina, Coastal Wind: Energy for NC’s Future, identifies coastal and
offshore resources as a potentially scalable renewable resource for the State. Duke Energy
Carolinas is active in the State’s wind working groups and other collaborative efforts to promote
the sustainable development of wind-based renewable energy in North Carolina.

Duke Energy Carolinas has entered into several REC purchase agreements for out-of-state RECs
derived from Texas wind farms, The Company has entered into these contracts with these new
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renewable energy facilities subject to the 25% annual limit for out-of-state REC usage''.
Accordingly, the Company has applied and received approval for cost recovery of these RECs in
the Company’s 2009 annual REPS Rider filing. Duke Energy Carolinas has created an account
in the ERCOT REC Tracking System and plans to transfer these RECs into a North Carolina
REC Tracking System (“NC-RETS”) pending the creation of a tracking system.'> The Company
has entered into contracts for the purchase of 750,000 RECs, which the Company purchased with
the intent to bank these RECs for compliance within seven years of cost recovery. These out-of-
state wind RECs represent the most cost-effective renewable energy resource available in the
out-of-state REC compliance markets. The Company will seek to procure additional out-of-state
RECs to continue to capitalize on the availability of these low cost environmental attributes.

7. Other Renewable Resources

Duke Energy Carolinas continues to explore various technologies for the development of
renewable energy resources including numerous gasification technologies.

IIl. COSTIMPLICATION OF REPS COMPLIANCE PLAN
A, CURRENT & PROJECTED AVOIDED COST RATES

The current and projected avoided cost rates represent the annualized avoided cost rates in
Schedule PP-N (NC), Distribution Interconnection, approved in the 2008 avoided cost filing.

ANNUALIZED CAPACITY AND ENERGY RATES
(CENTS PER KWH)
2009 2010 2011
(Current) {Projected) (Projected)
Variable Rate 6.40 6.40 6.40
5 Year 6.39 6.39 6.39
10 Year 6.42 6.42 6.42
15 Year 6.56 6.56 6.56
20 Year (extrapolated) 6.96 6.96 6.96
25 Year (extrapolated) 7.42 7.42 7.42

B. PROJECTED TOTAL NORTH CAROLINA RETAIL AND WHOLESALE
SALES AND YEAR-END NUMBER OF CUSTOMER ACCOUNTS BY
CLASS:

The tables below reflect the inclusion of the wholesale customers in the Compliance Plan. See
Section V for more information regarding wholesale customer compliance.

"' N.C. Gen. Stat. § 62-133.8(b)(2)e.
2 See NCUC Docket E-100, Sub. 126
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CONFIDENTIAL: Projected Retail Sales for Retail and Wholesale Customers

2009 2010 2011
Retail MWh Sales 53,782,932 53,329,377 53,823,449
Wholesale MWh Sales 2,356,529 2,382,682 2,409,191
Total MWh Sales 56,139,461 55,712,059 56,232,640

Total Retail and Wholesale Projected Year-end Number of Customer Accounts

Account Type 2009 2010 2011
Residential 1,700,724 1,725,212 1,752,157
Commercial 273,862 278,088 282 931
Industrial 5,346 5,234 5,217

The account data in the tables was determined in the same manner as the reporting of customer
accounts to the Energy Information Administration. In Docket No. E-7, Sub 872, the
Commission addressed the definition of customer account for purposes of determining REPS
incremental cost caps. In its August 21, 2009 Order Approving Cost Recovery And Directing
Further Proceedings Regarding REPS Riders in that docket, the Commission required the
Company to revise its proposed definition of accounts and make a filing within 30 days of the
order of its revised REPS rider calculation based on a revised number of accounts. As such, the
Company is including in this Compliance Plan customer account and cost cap data based on
reporting of customer accounts to the Energy Information Administration. When the Company
completes its work in revising the definition of customer account for REPS cost cap purposes the
information in this Compliance Plan affected by the definition of customer account will be
updated.

C. PROJECTED ANNUAL COST CAP COMPARISON OF TOTAL AND
INCREMENTAL COSTS, REPS RIDER AND FUEL COST IMPACT

The table below reflects the inclusion of the wholesale customers in the compliance plan.13
Projected compliance costs for the period 2009 — 2011 are comprised of the following: the cost
of solar energy from the Company’s proposed Distributed Generation Solar PV Program, the
cost of the Company’s Biomass Initiatives at Fossil Units, the cost of energy purchases and the
cost of REC purchases. Cost data in the table are presented by calendar year, whereas projected
REPS rider amounts will capture costs for the billing period for which the rate will be in effect.
The cost cap data is based on the reporting of customer accounts to the Energy Information
Administration. As stated above, when the Company completes its work in revising the
definition of customer account for REPS cost cap purposes, pursuant to the Commission’s
August 21 Order, the information in this Compliance Plan affected by the definition of customer
account will be updated.

1 See Section V for more information regarding wholesale customer compliance.
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Projected Annual Cost Caps, Fuel Related Cost Impact, Annual REPS Rider

2009 2010 2011

Projected Annual Cost Caps $ 32,856,769 | § 33,352,593 $ 33,850,966
Total projected compliance costs $ 8715337 [ $ 14,974,549 $ 25,407,348
Total incremental costs $ 6,771,514 | $ 4,859,085 $ 8,588,219
Recovered through the Fuel Rider $ 1,942,895 | $ 9,631,940 $ 15,706,130
Recovered through the Fusl Rider

¢/KWh .0025¢ 0122¢ .0199¢
Annual REPS Rider - Residential $ 2.06 $ 1.48 $ 2.54
Annual REPS Rider - General $ 10.27 $ 7.29 $12.69
Annual REPS Rider - Industrial $102.72 $72.87 $126.90

V. WHOLESALE CUSTOMER COMPLIANCE

As part of its portfolio of resources, Duke Energy Carolinas will provide services including
delivery of renewable energy resources to wholesale customers who request the Company’s
assistance in meeting the REPS requirements. These wholesale customers—including electric
membership corporations (“EMCs”), municipalities, and other wholesale customers —may rely
on Duke Energy Carolinas to provide this renewable energy delivery service in accordance with
N.C. Gen. Stat. § 62-133.8(c)(2)e.

Currently, Duke Energy Carolinas plans to supply all of the renewable energy resources for
Rutherford Electric Membership Corporation, City of Dallas, Forest City, City of Concord,
Town of Highlands, and City of Kings Mountain. The forecasted North Carolina retail sales, for
these customers in aggregate for each of the 3 years being reported is approximately 2,400,000
MWh or 4% of the Company’s total load. The Company will submit the information required
by Rule R8-67 for these wholesales customers in its compliance plan and report in subsequent
years.

In addition, Duke Energy Carolinas may provide a portion or block of the renewable energy
resource requirements to Blue Ridge Electric Membership Corporation and Piedmont Electric
Membership Corporation. These wholesale customers shall be responsible for submission of
their compliance plans and compliance reports, and for managing the customers’ changing
demands for renewable energy resources. The Company has not included these customers in its
compliance plan.
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Respectfully submitted, this the 31% day of August 2009.

Lara{_s,uﬁmons Nichols
Associate General Counsel
Duke Energy Corporation

P.O. Box 1006 / EC03T
Charlotte, NC 28201-1006
704.382.9960
lara.nichols@duke-energy.com
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ENERGY EFFICIENCY PLAN"

SOLAR

SunEdison™

Duke Energy Distributed Generation Solar

FLS Energy"

Vanir Energy”

Solar Subtotal

SWINE WASTE

Swine Waste Subtotal

POULTRY WASTE

Poultry Waste Subtotal

HYDROPOWER

Duke Energy Carolinas Hydro"

Barbara Ann Evans

Cliffside Mills, LLC

Haw River Hydro Co.

Mayo Hydropower LLC —Avalor Hydro

Mayo Hydropower LLC—Mayo Hydro

Pickens Mill Hydro, LLC

Ray Ward—Ward Mill Hydro

South Yadkin Power, Inc.

Spray Cotton Mills

Inman Mills-Riverdale

Hydro Subtotal

BIOMASS

Methane Power Durham, LP"”

Greenville Gas Producers, LLC

Co-Firing

Biomass Subtotal

WIND
NextEra (Formerly FP&L)
Element Markets
Luminant/TXU
Invenerg
Wind Subtotal
TOTALS
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