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BY THE COMMISSION: Integrated Resource Planning (IRP) is intended to
identify those electric resource options that can be obtained at least cost to the utility
and its ratepayers consistent with the provision of adequate, reliable electric service.
IRP considers demand-side alternatives, including conservation, efficiency, and load
management, as well as supply-side alternatives in the selection of resource options.
Commission Rule R8-60 defines an overall framework within which the IRP process
takes place in North Carolina. Analysis of the long-range need for future electric
generating capacity pursuant to G.S. 62-110.1 is included in the Rule as a part of the
IRP process.

General Statute (G.S.) 62-110.1(c) requires the Commission to “develop,
publicize, and keep current an analysis of the long-range needs” for electricity in this
State. The Commission's analysis should include: (1) its estimate of the probable future
growth of the use of electricity; (2) the probable needed generating reserves; (3) the
extent, size, mix, and general location of generating plants; and (4) arrangements for
pooling power to the extent not regulated by the Federal Energy Regulatory
Commission (FERC). Further, G.S. 62-110.1 requires the Commission to consider this
analysis in acting upon any petition for the issuance of a certificate for public
convenience and necessity for construction of a generating facility. In addition,
G.S. 62-110.1 requires the Commission to submit annually to the Governor and to the
appropriate committees of the General Assembly a report of its: (1) analysis and plan;
(2) progress to date in carrying out such plan; and (3) program for the ensuing year in
connection with such plan. G.S. 62-15(d) requires the Public Staff to assist the
Commission in making its analysis and plan pursuant to G.S. 62-110.1.

G.S. 62-2(a)(3a) declares it a policy of the State to:

assure that resources necessary to meet future growth through the
provision of adequate, reliable utility service include use of the entire
spectrum of demand-side options, including but not limited to
conservation, load management and efficiency programs, as additional
sources of energy supply and/or energy demand reductions. To that end,
to require energy planning and fixing of rates in a manner to result in the
least cost mix of generation and demand-reduction measures which is
achievable, including consideration of appropriate rewards to utilities for
efficiency and conservation which decrease utility bills . . . .



Session Law (S.L.) 2007-397 (Senate Bill 3), signed into law on August 20, 2007,
amended G.S. 62-2(a) to add subsection (a)(10) that provides that it is the policy of
North Carolina “to promote the development of renewable energy and energy efficiency
through the implementation of a Renewable Energy and Energy Efficiency Portfolio
Standard (REPS)” that will: (1) diversify the resources used to reliably meet the energy
needs of North Carolina's consumers, (2) provide greater energy security through the
use of indigenous energy resources available in North Carolina, (3) encourage private
investment in renewable energy and energy efficiency, and (4) provide improved air
quality and other benefits to the citizens of North Carolina. To that end, Senate Bill 3
further provides that “[e]ach electric power supplier to which G.S. 62-110.1 applies shall
include an assessment of demand-side management and energy efficiency in its
resource plans submitted to the Commission and shall submit cost-effective
demand-side management and energy efficiency options that require incentives to the
Commission for approval.”™

Senate Bill 3 also defines demand-side management (DSM) as “activities,
programs, or initiatives undertaken by an electric power supplier or its customers to shift
the timing of electric use from peak to nonpeak demand periods” and defines an energy
efficiency (EE) measure as “an equipment, physical or program change implemented
after 1 January 2007 that results in less energy being used to perform the same
function.”® EE measures do not include DSM.

To meet the requirements of G.S. 62-110.1 and G.S. 62-2(a)(3a), the
Commission conducts an annual investigation into the electric utilities' IRPs.
Commission Rule R8-60 requires that each utility, to the extent that it is responsible for
procurement of any or all of its individual power supply resources (collectively, the
utilities),® furnish the Commission with a biennial report in even-numbered years that
contains the specific information set out in Rule R8-60. In odd-numbered years, each of
the electric utilities must file an annual report updating its most recently filed biennial
report.

Further, Commission Rule R8-67(b) requires any electric power supplier subject
to Rule R8-60 to file a REPS compliance plan as part of each biennial and annual
report. In addition, each biennial and annual report should (1) be accompanied by a
short-term action plan that discusses those specific actions currently being taken by the
utility to implement the activities chosen as appropriate per the applicable biennial and

1 G.S. 62-133.9(c).
> G.S. 62-133.8(a)(2) and (4).

3 During the 2013 Session, the General Assembly enacted S.L. 2013-187 (House Bill 223), which
exempted the EMCs from the requirements of G.S. 62-110.1(c) and G.S. 62-42, effective July 1, 2013.
As a result, EMCs are no longer subject to the requirements of Rule R8-60 and are no longer required to
submit IRPs to the Commission for review.



annual reports and (2) incorporate information concerning the construction of
transmission lines pursuant to Commission Rule R8-62(p).

Within 150 days after the filing of each utility's biennial report and within 60 days
after the filing of each utility's annual report, the Public Staff or any other intervenor may
file its own plan or an evaluation of, or comments on, the utilities' biennial and annual
reports. Furthermore, the Public Staff or any other intervenor may identify any issue that
it believes should be the subject of an evidentiary hearing. The Commission must
schedule one or more hearings to receive public testimony.

2013 ANNUAL UPDATE REPORTS

This Order addresses the 2013 annual update reports (2013 IRPs) filed in Docket
No. E-100, Sub 137, by Duke Energy Progress, Inc. (DEP); Duke Energy Carolinas,
LLC (DEC); and Dominion North Carolina Power (DNCP) (collectively, the
investor-owned utilities, utilities or 10Us). In addition, this Order also addresses the
REPS compliance plans filed by the IOUs.

The following parties have been allowed to intervene in this docket: Blue Ridge
Environmental Defense League (BREDL); Carolina Industrial Group for Fair Utility
Rates [, Il, and Ill (CIGFUR); Carolina Utility Customers Association, Inc. (CUCA);
Greenpeace; Invenergy Wind Development, LLC and Invenergy Solar Development,
LLC (Invenergy); Mid-Atlantic Renewable Energy Coalition (MAREC); North Carolina
Sustainable Energy Association (NCSEA); North Carolina Waste Awareness and
Reduction Network (NC WARN); Nucor Steel-Hertford; Sierra Club; and Southern
Alliance for Clean Energy (SACE). The Public Staff’s intervention is recognized
pursuant to G.S. 62-15(d) and Commission Rule R1-19(e). The Attorney General’s
intervention is recognized pursuant to G.S. 62-20.

PROCEDURAL HISTORY

On August 22, 2014, DEP and DEC moved for an extension of time to file their
2013 IRPs to October 1, 2013. The Commission granted this motion by Order dated
August 28, 2013. On September 23, 2013, DEP and DEC filed a motion for a further
extension until October 15, 2013. This motion was granted by the Commission on
September 24, 2013.

On August 30, 2013, DNCP filed its 2013 annual update IRP and REPS
compliance plan. On October 15, 2013, DEC and DEP filed their 2013 annual update
IRP’s and REPS compliance plans.

On October 11, 2013, the Commission issued an Order establishing
February 4, 2014, as the date by which interested parties may file petitions to intervene
in this docket, and the Public Staff and other intervenors may file initial comments on
the utilities' IRPs and REPS compliance plans. Further, the Order set
February 18, 2014, as the date by which all parties may file reply comments.



On January 6, 2014, the Commission issued an Order scheduling a public
hearing to be held on March 3, 2014, for the purpose of taking non-expert public witness
testimony with respect to the filed annual updated IRPs and REPS compliance plans.
Due to inclement weather on March 3, 2014, the Commission canceled the public
hearing.

On January 16, 2014, the Public Staff filed a Motion requesting that the
Commission extend the date for petitions to intervene and initial comments to Friday,
March 14, 2014, and the date for reply comments to Friday, March 28, 2014. This
Motion was granted by an Order dated January 16, 2014.

On March 6, 2014, the Commission issued an Order rescheduling the public
hearing for April 28, 2014.

On March 7, 2014, DEC and DEP filed a corrected inputs supplement to their
2013 IRPs.

On March 10, 2014, NC WARN filed a Motion requesting that the Commission
review costs of the DEC proposed Lee Combined Cycle Plant in South Carolina. On
March 11, 2014, DEC filed a Response to the NC WARN Motion. On March 21, 2014,
the Commission issued an Order denying that motion.

On March 12, 2014, SACE and the Sierra Club filed a Motion requesting that the
dates for comments and reply comments be extended to April 11, 2014, and
April 25, 2014, respectively. This request was granted by an Order dated
March 13, 2014.

On April 11, 2014, comments on the electric utilities IRPs were filed by the Sierra
Club and SACE jointly, NCSEA, MAREC, the Public Staff and NC WARN. NC WARN in
its comments also requested that the Commission hold an evidentiary hearing regarding
DEC’s growth forecasts.

On April 15, 2014, DEP, DEC and DNCP filed a Joint Motion requesting that the
date for reply comments be extended to May 23, 2014. On April 17, 2014, the
Commission issued an Order extending the time for the utilities to file reply comments
until May 23, 2014.

On May 16, 2014, NCSEA submitted corrected comments to correct an analytical
error in its comments filed on April 11, 2014. NCSEA stated that the corrected
comments do not in any way alter or change its arguments or recommendations made
in its original comments.

On May 22, 2014, Sierra Club and SACE submitted joint reply comments. On
May 23, 2014, DNCP filed reply comments and DEC and DEP filed joint reply
comments.



On June 10, 2014, NC WARN submitted a Motion to File Additional Comment
containing additional and clarifying comments in response to the reply comments filed
jointly by DEC and DEP.

On June 18, 2014, DEC and DEP filed a response to NC WARN's additional
reply comments.

Public Hearing

Pursuant to G.S. 62-110.1(c) the Commission held a public hearing in Raleigh on
Monday, April 28, 2014, at 7:00 p.m., where 11 public withesses spoke. The witnesses
discussed the negative environmental impacts of coal plants and other fossil fuel
generation versus the positive benefits of using renewable types of generation,
especially solar and wind. Reducing carbon emissions, the removal of toxic coal ash
from pond sites, energy efficiency, energy conservation, and demand-side management
were issues brought up by the witnesses.

Request for Evidentiary Hearing on Projected Load Growth

In its April 11, 2014 comments, NC WARN stated that both DEC and DEP
(collectively, Duke or Duke Energy) base their 15-year IRPs on growth in the use of
electricity increasing 1.4 — 1.5% each year, even though actual growth in electricity
demand has been flat for more than a decade. Further, NC WARN stated that each of
the projections include the impacts of the utility’s energy efficiency programs, so the
actual growth Duke Energy maintains in the IRPs is even higher -- almost 1.9%.
According to NC WARN, the forecasts are based on a full economic recovery and a
booming growth in population, and the utilities plan to meet new growth for electricity
with continued use of polluting fossil fuel plants and extremely costly nuclear plants.

NC WARN asserted that what are troublesome are the surprising inconsistencies
in the forecasted growth in demand and sales stated in the IRPs and what Duke Energy
officials told shareholders and the business press just weeks after the IRPs were filed.
For example, NC WARN stated that in her earnings conference call with Duke Energy
shareholders on November 6, 2013, Lynn Good, Duke Energy’s CEO, stated that the
utility actually expects growth to be in the 0.5 to 1.0% range for the foreseeable future.
According to NC WARN, this information was summarized in an article by Bruce
Henderson in the Charlotte Observer. The article stated that “long-term, CEO Lynn
Good told financial analysts, Duke expects sales to grow only 0.5 percent to 1 percent a
year. In recent years, annual growth has been about 1 percent.”

NC WARN further stated that in a presentation to the Legislative Study
Committee at the General Assembly on January 7, 2014, Paul Newton, Duke Energy’s
President for North Carolina, testified that the growth rate would be between 0.5 and
0.9%.



In addition, NC WARN stated that in an interview with Industrial Info Resources
on December 16, 2013, Jim Rogers, former chairman and CEO of Duke Energy, stated
that he expects electric growth to be flat for the foreseeable future. According to NC WARN,
he is quoted as stating “over the next couple of decades, we're not going to be building
central station generation, particularly when you factor in the effect of state renewable
portfolio standards, more efficient appliances, more efficient building and new
technologies that will help customers reduce electric usage.” The article then
summarizes his position as follows: “going forward, he said state renewable portfolio
standard (RPS) policies would absorb most of what growth there will be in customer
demand for electricity.” NC WARN stated that Rogers subsequently repeated his
forecast in other forums.

NC WARN stated that it is unable to determine which of these annual growth
forecasts Duke actually believes to be accurate. According to NC WARN, one rationale
given by Duke Energy officials to business reporters for the considerably lower
forecasts is that they are for the Duke Energy system in its entirety. However, NC
WARN maintained that this falls flat after reviewing the IRPs (or similar documents) in
each of the other states that Duke Energy serves. According to NC WARN, the
weighted average is a forecasted 1.33% growth rate, with only Indiana projected as
significantly lower than other states. NC WARN stated that the other rationale given for
the lower growth forecasts is they do not include growth in sales to wholesale
customers. NC WARN submitted that this also falls flat in that there are not many
potential wholesale customers in the North Carolina service area left, and their growth
will not be any higher than the rest of the system.

NC WARN argued that of these differing forecasts Rogers’s forecast of zero
growth is in line with the most recent growth projections by the U.S. Energy Information
Administration (EIA) as well as actual growth for the past decade. During 2013, EIA
estimates the average U.S. residential customer used 10,870 kilowatt hours (kWh) of
electricity, which is 2.2% lower than the average level of consumption between 2008
and 2012. In part due to improvements in appliance and lighting efficiency, “the overall
growth trend has been slowing in recent years.”

NC WARN noted that another recognized source for energy forecasts, the
American Council for an Energy-Efficient Economy (ACEEE) also projects a zero or
potential negative growth future for utilities. According to NC WARN, the ACEEE report
states that electricity sales fell by 1.9% in 2012 over 2007’s figures, and sales in the first
ten months of 2013 have fallen even lower. NC WARN, submitted that the economic
recession explains the decline in sales in 2008 and 2009, but it is much less clear why
sales have continued to fall. Further, NC WARN stated that the ACEEE suggests that
energy-efficient buildings, lighting and appliances have successfully reduced
consumption, as well as energy efficiency programs and policies, warmer weather,
changes in gross domestic product, changes in electricity prices, and long-term trends in
energy efficiency.

NC WARN asserted that the differences between the IRP, EIA and ACEEE
projections are significant in scope and the real world impacts are substantial. Together



for both DEC and DEP, Duke Energy forecasts a need for 7,029 megawatts (MW) of
new capacity and 34,691 MWh of additional energy sales. A forecast in the 1% to 0.5%
range reduces the need for new generating plants down to a range of 2,267 MW to
4,686 MW (with similar reductions in energy). NC WARN stated that the zero growth
scenario forecast propounded by Rogers, and supported by the EIA and the ACEEE,
eliminates the need for additional capacity and energy entirely. NC WARN further
contended that this forecast eliminates the need for the Lee Nuclear Station and all
other proposed new Duke generating plants, and allows the utility to shut down all coal
plants and reduce use of natural gas with a stronger commitment to energy efficiency,
renewable energy resources, cogeneration and other distributed generation. Thus, NC
WARN argued that the debate could and should be about how fast we can shut down
coal plants and which natural gas plants should be closed.

NC WARN concluded that in light of the diverse and contradictory forecasts
between those provided in the IRPs and those propounded by Duke Energy executives
to shareholders, legislative commissions and the business press, an evidentiary hearing
is required, and that the ramifications of following the Duke Energy IRP forecast, in rate
impacts and costs to ratepayers caused by new plant construction and continuing use of
coal and its associated risks, are highly significant.

In their joint May 22, 2014 reply comments, Sierra Club and SACE noted that
NC WARN addressed the conflict between the load forecasts in the IRPs and remarks
by Duke Energy representatives, as well as national efficiency experts. They point out
that NC WARN then proposes an alternative energy future that eliminates all coal plants
and new conventional generation, replacing it with energy efficiency, solar power and
other forms of distributed generation and that this approach can provide an estimated
annual savings for customers of more than $2 billion.

The Sierra Club and SACE state that they have not had an opportunity to review
in detail the assumptions and methodology underlying NC WARN’s comments;
however, they agree with general points made by NC WARN that the DEC and DEP
load forecasts are overstated, and that the IRPs should include higher levels of
renewable energy and energy efficiency, which are consistent with the points made in
their initial comments. They state that if the Commission allows NC WARN’s motion,
SACE and the Sierra Club respectfully submit the issues raised in their initial comments
for the Commission’s consideration as possible additional issues for an evidentiary
hearing.

Regarding NC WARN's request for an evidentiary hearing, DNCP noted that NC
WARN does not focus any of its comments on DNCP's 2013 IRP. DNCP stated that NC
WARN's request for an evidentiary hearing focused solely on whether the IRPs
submitted by DEC and DEP are in the best interest of North Carolina ratepayers. While
DNCP recognizes the Commission's discretion under Commission Rule R8-60 to hold
an evidentiary hearing on the utilities' IRPs, DNCP does not view NC WARN's generic
request for an evidentiary hearing as presenting compelling issues or reasoning to hold
such a hearing, and, to the extent the Commission determines otherwise, DNCP



believes that the hearing itself, similar to NC WARN's comments, should be limited to
DEC's and DEP's plans.

In the joint May 23, 2014 reply comments of DEC and DEP, Duke asserted that
NC WARN rehashes its previous IRP contentions and yet again makes the completely
false assertion that DEC and DEP's IRP updates are based upon exaggerated load
forecasts. Duke opined that NC WARN advances unsupported hyperbole that the
resource plans filed by DEC and DEP would "bankrupt North Carolina's economy,”
simply because Duke relies upon a mix of resources that include reliable and cost-
effective baseload nuclear, gas and coal generation. Without apparent regard to cost,
reliability or feasibility, NC WARN instead proposes that its allegedly superior alternate
energy future can be achieved by "eliminating all coal plants and all new generation.”
Duke argues that as in past IRP dockets the Commission should dismiss NC WARN's
meritless contentions.

According to Duke, NC WARN's criticism of "differing" load forecasts is entirely
misplaced. NC WARN alleges that the load forecasts contained in the 2013 DEC and
DEP IRP updates are higher than various general load growth comments attributed to
Duke Energy CEO Lynn Good, Duke Energy State President-North Carolina Paul
Newton, and former Duke Energy Corporation CEO Jim Rogers in various public or
media comments from November 2013, January 2014, and December 2013,
respectively. Duke argued that NC WARN insinuated that Duke Energy filed one set of
load forecasts with the Commission, yet told other audiences that the true load forecast
is much lower. According to Duke, it is disturbing that NC WARN apparently fails to
understand that Duke Energy operates utilities in six states, and that the referenced
Duke Energy executives were not speaking about the DEC and DEP 2013 load
forecasts in their comments. Duke noted that the load forecasts for DEC and DEP in
North Carolina and South Carolina are different than the outlook for the Duke Energy
utilities in Indiana, Ohio, Kentucky or Florida; are different than the outlook for the
aggregated Duke Energy utilities (referred to by Duke Energy as Franchised Electric &
Gas); and are different than the reported outlook for the United States electric industry
in general - - which were the subject of the various comments by the Duke Energy
executives. According to Duke, the comparison among different utilities or data from
national organizations such as EIA is complicated due to different terminology, different
forecast horizons or different load definitions, and NC WARN's comments at best fail to
attempt a true "apples-to-apples" comparison. Duke stated that the facts are that DEC's
and DEP's loads are projected to grow at a faster pace than the Duke Energy U.S.
Franchised Electric & Gas load or the U.S. (USFE&G) electric industry load, due to the
higher population growth rate and growing wholesale load contribution in North Carolina
and South Carolina. Duke maintained that former CEO Rogers often spoke in terms of
the U.S. electric industry as a whole and often discussed negative load growth in terms
of national use-per-customer trends, not total sales and certainly not as to DEC and
DEP load forecasts. DEC and DEP's projected growth in number of customers (driven
by population growth or migration of population from other parts of the country) more
than offsets any decline in per-customer usage growth. In order for DEC or DEP to have
"zero growth" as NC WARN asserts, average electric use per customer would have to



decline by negative one percent (- 1.0%) or more each and every year over the planning
horizon to 2028.

Duke pointed out that NC WARN did not prepare a true load forecast, but simply
assumed "zero growth." Duke stated that such an assumption is entirely inconsistent
with the actual data utilized to prepare the load forecasts for the Duke's 2013 IRP
updates. Duke stands by the reasonableness of the load forecasts contained in its 2013
IRP updates, which have been reviewed by and are supported by the Public Staff.

According to Duke, NC WARN's "Model" and Zero Growth Scenario are
unrealistic. In its comments, NC WARN touted its own proposed resource plan as
superior to those contained in DEC and DEP's 2013 IRP updates and stated that its
"analysis shows that a zero growth scenario allows for phase out of all coal plants,
eliminates the need to construct new nuclear plants and reduces the need for some
existing natural gas." Duke asserted, however, that when information is sought about
the support for NC WARN's allegations, no substantive analysis is forthcoming. Duke
stated that in response to a data request seeking a copy of NC WARN's "plan" and
"model," and the specific inputs used in the production cost simulation models and
screening models supporting the NC WARN comments, NC WARN responded,

NC WARN's "plan” (used interchangeably with "model") is described in
the comments, paragraphs 25-29, and is based on the charts in
Appendix A and the NC WARN's report filed in last year's initial
Comments on the IRPs....NC WARN has not prepared production cost
simulation models and screening models of the NC WARN plan or
model, nor developed any of the inputs listed in the request, except
recently looked at natural gas price forecasts as part of the preparation
of the [NC WARN avoided cost testimony filed in E-100, Sub 140].*

On June 10, 2014, NC WARN filed a Motion for Leave to File Additional
Comment. In support of its motion, NC WARN asserted that in its reply comments filed
May 23, 2014, Duke aggressively replied to NC WARN’s comments by stating

NC WARN insinuates that Duke Energy filed one set of load
forecasts with this Commission, yet told other audiences that the true
load forecast is much lower. It is disturbing that NC WARN
apparently fails to understand (or wilfully ignores) that Duke Energy
operates utilities in six (6) states, and that the referenced Duke
Energy executives were not speaking about the DEC and DEP 2013
load forecasts in their comments. (emphasis in original)

NC WARN stated that this ignores NC WARN'’s paragraph 8, footnote 8 in its
comments, which clearly contradicts Duke Energy’s comment that the much lower

* NC WARN Response to Duke Energy Data Request 10, May 1, 2014.
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forecasts by Duke Energy officials do not conflict with the IRPs filed in this docket, as
they were addressing the entire Duke Energy system, and not just North Carolina.
Footnote 8 reads:

One rationale given by Duke Energy officials and floated to business
reporters for the considerably lower forecasts is that they are for the
Duke Energy system in its entirety. This falls flat after reviewing the
IRPs (or similar documents) in each of the other states Duke Energy
serves — the weighted average is a forecasted 1.33% growth rate,
with only Indiana projected as significantly lower than other states.
The other rationale given for the lower growth forecasts is they do
not include growth in sales to wholesale customers. This also falls
flat in that there just are not many potential wholesale customers in
the North Carolina service area left, and their growth will not be any
higher than the rest of the system.

NC WARN noted that the worksheet showing the weighted average of growth
rates in the various states Duke Energy serves was attached to its comments, and that
the growth rates reported in the most recent IRPs (or equivalent planning documents)
were reviewed in each of the states from utility commission websites. NC WARN stated
that the number of customers came directly from the Duke Energy website to provide a
weighted average of a forecast of 1.33% for the entire Duke Energy service areas. NC
WARN noted that a fundamental assumption was that the mix of customer classes was
approximately similar in each of the states as classification of customer classes varied.

NC WARN contended that the weighted average of 1.33% was still considerably
higher than the 0.5 to 1.0% range given by CEO Good in her earnings conference call
with Duke Energy shareholders on November 6, 2013, and the 0.5 and 0.9% given by
Duke President Newton in January 2014 to a legislative committee in which he
discussed Duke Energy in North Carolina. Given the disparity between the comments
by the Duke Energy officials, some of which were under oath to regulatory
commissions, NC WARN stood by its comments that the Commission should
investigate why differing forecasts were used in different forums, and what forecast
Duke Energy is actually using for planning purposes.

NC WARN submitted that whether these discrepancies were intentional or
inadvertent the difference between a forecast in the 1.33 to 1.5% range and the
considerably lower forecasts by Good and Newton, and especially that of Rogers,
results in billions of dollars of new plant construction.

On June 18, 2014, Duke filed additional reply comments in response to those of
NC WARN. Duke stated that in its May 23, 2014 Joint Reply Comments Duke
completely refuted NC WARN's assertions that Duke has made conflicting load growth
projections. Duke further stated that it does not agree with NC WARN's aggregate load
forecast for all of Duke's USFE&G. However, assuming that NC WARN's calculations
are correct, Duke noted that its USFE&G forecast is irrelevant to the examination of
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North Carolina's future electric needs that the Commission is conducting in this docket.
Further, Duke submitted as attachments the transcript of the November 6, 2013
earnings call and a slide used in the presentation. Duke pointed out that the transcript
and slide confirm that CEO Good and others were discussing Duke's USFE&G, rather
than forecasts specific to North Carolina. Duke also attached page 7 of the presentation
made by Duke President Newton in January 2014 to a legislative committee. Duke
explained that this page shows that Newton was referring to the growth of electricity
usage in the United States from 1950 to 2040. In addition, Duke cited its confidential
Table C-1 in its IRPs showing wholesale customer load growth, including a new contract
with an existing wholesale customer that adds more than 800 MW of additional load by
2022.> In conclusion, Duke stated that Duke has not submitted or used differing load
forecasts and it stands by the accuracy of the forecasts included in its IRPs.

Discussion

As previously noted, G.S. 62-110.1(c), in pertinent part, requires the Commission
to “develop, publicize, and keep current an analysis of the long-range needs for
expansion of facilities for the generation of electricity in North Carolina, including its
estimate of the probable future growth of the use of electricity.” Thus, the Commission's
analysis in this docket with regard to future use of electricity is focused on an estimate
of future use in North Carolina. Although regional and national forecasts of electricity
usage are helpful in understanding trends and potential impacts on an individual state's
needs, they are not a substitute for the type of North Carolina focused analyses that
Duke provided in its IRPs. Further, as more fully discussed below, the Public Staff has
reviewed the economic, weather-related, and demographic assumptions underlying
Duke's peak and energy forecasts. The Public Staff found that Duke has employed
accepted statistical and econometric forecasting practices, and it believes that Duke's
conclusions are reasonable for planning purposes.

In addition, one of NC WARN's contentions is that the 750-MW Lee combined
cycle plant to be built by Duke in South Carolina (Lee CC Plant) is not needed. As
previously stated, on March 10, 2014, NC WARN filed a Motion to Review Costs of
Proposed Plant in South Carolina in this docket. By its motion, NC WARN requested
that the Commission conduct a review of the costs and need for the Lee CC Plant. On
March 21, 2014, after reviewing Duke's response to the motion and the applicable
statutes, the Commission issued an order concluding that there was no basis for the
Commission to make a determination at this time of the need for or estimated cost of
the Lee CC Plant.

On April 28, 2014, the Commission held a public hearing in Raleigh for the
purpose of receiving testimony from ratepayers. Several witnesses attended the hearing
and provided the Commission with their views and concerns regarding least cost and
environmentally sound electric generating resources. In addition, the Commission has

® Duke noted that NC WARN did not request to sign a confidentiality agreement and, therefore, did not
have this information.
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received numerous consumer statements of position from ratepayers on these and
other subjects. The evidence from the public hearing, the IRPs, the consumer
statements of position and the parties' comments and reply comments provide the
Commission with an extensive record in this docket. Having reviewed the record and
considered the parties' arguments, the Commission concludes that the substantive
issues raised by ratepayers at the hearing and in their statements of position, as well as
those raised by NC WARN in its comments, motion for an evidentiary hearing and
additional reply comments, have been adequately addressed by Duke in its comments,
reply comments and additional reply comments. As a result, the Commission concludes
that the record in this proceeding includes sufficient detail to allow the Commission to
decide all contested issues without the necessity of a further evidentiary hearing.

The Commission fully supports the use of an evidentiary hearing in situations
where it is warranted. However, no reasonable basis for convening an evidentiary
hearing has been demonstrated in this case. Therefore, the Commission is not
persuaded that there is good cause to grant NC WARN's motion that the Commission
hold an evidentiary hearing in this docket. As a result, the motion should be denied.

Based on the foregoing, the comments of the parties, and the entire record in this
proceeding, the Commission makes the following

FINDINGS OF FACT

1. The IOUs’ 15-year forecasts of native load requirements and other system
capacity or firm energy obligations, supply-side and demand-side resources expected to
satisfy those loads, and reserve margins are reasonable and should be approved.

2. The 10Us included a full discussion of their DSM programs and their use
of these resources as required by Rule R8-60(i)(6).

3. The 10Us included a full discussion of REPS compliance and their plans
should be approved.

4, The Cliffside Unit 6 Carbon Neutrality Plan filed by DEC is a reasonable
path for DEC’s compliance with the carbon emission reduction standards of its air
quality permit.

5. DEP and DEC in future IRPs should provide information on the number,
resource type and total capacity of the facilities currently within the respective utility’s
interconnection queue as well as a discussion of how the potential QF purchases would
affect the utility’s long-range energy and capacity needs.

6. DEP, DEC and DNCP have adequately addressed the issues raised by
the intervenors.
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DISCUSSION AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1-2

PEAK AND ENERGY FORECASTS

The Public Staff has reviewed the 15-year peak and energy forecasts
(2014-2028) of DEP, DEC, and DNCP. The compound annual growth rates (CAGR) for
the forecasts are within the range of 1.2% to 1.4%.

The Public Staff found that all of the utilities used accepted econometric and
end-use analytical models to forecast their peak and energy needs. As with any
forecasting methodology, there is a degree of uncertainty associated with models that
rely, in part, on assumptions that certain historical trends or relationships will continue in
the future.

In assessing the reasonableness of the forecasts, the Public Staff first compared
the most recent weather-normalized peak loads to the utilities’ forecasts in the 2012
IRPs. Second, the Public Staff analyzed the accuracy of the utilities’ peak demand and
energy sales predictions in their 2008 IRPs in comparison to their actual peak demands
and energy sales. A review of past forecast errors can identify trends in the I0OUs’
forecasting and assist in assessing the reasonableness of the utilities’ current and future
forecasts. Finally, the Public Staff reviewed several of the assumptions that underlie the
forecasts of other adjoining utilities and the SERC Reliability Corporation (SERC).

DEP

DEP’s 15-year forecast predicts that its adjusted summer peaks will grow at a
CAGR of 1.2%, as compared to a 0.9% growth rate in the 2012 IRP. Without the
reduction in peak demand resulting from the implementation of its EE programs, DEP
expects its summer peaks to grow at a rate of 1.7%. The increase in the growth rate in
peaks is partially due to DEP’s adoption of DEC’s methods of forecasting load and
calculating reserve margins, which considers DSM as a resource rather than as a
decrement to the load forecast. In prior IRPs, DEP deducted the DSM load reductions
from its forecasted peak loads. The average annual growth of its summer peak, which
is considered its system peak, is forecasted to be 171 MW for the next 15 years, in
comparison to the 130 MW forecast in last year's IRP. DEP predicts that in 15 years,
the load reductions from its DSM programs will reduce its peak load by approximately
4%, as compared to a 9% reduction forecast in the 2012 IRP.

DEP’s energy sales, including the impacts from its EE programs, are predicted to
grow at a CAGR of 1.4% as compared to 1.0% in the 2012 IRP. DEP predicts that in
15 years, the MWh reductions from its EE programs will reduce its energy sales by
approximately 4%, which is similar to its projection in its 2012 IRP.

The Public Staff's review of DEP’s weather adjusted peak load forecasting
accuracy for one year shows that the predictions in the 2012 IRP had a forecast error of
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2%, caused in part by the relatively mild summer temperatures in 2013.° The Public
Staff’s review of DEP’s actual peak load over five years (2009-2013), as compared to its
forecasts, shows a forecast error of 3%. This 3% forecast error results in an average
annual overestimation of 407 MW. A comparison of DEP’s actual energy sales over the
same five years with those predicted in its 2008 IRP reflects a 5% forecast error.

The Public Staff believes that the economic, weather-related, and demographic
assumptions underlying DEP’s peak and energy forecasts are reasonable and that DEP
has employed accepted statistical and econometric forecasting practices. In conclusion,
the Public Staff believes that DEP’s peak load and energy sales forecasts are
reasonable for planning purposes.

DEC

DEC’s 15-year forecast predicts that its adjusted summer peaks will grow at a
CAGR of 1.4%, as compared to the 1.7% growth rate projected in the 2012 IRP.
Without the reduction in peak demand resulting from the implementation of its EE
programs, DEC expects its summer peaks to grow at 1.9%. The average annual growth
of its summer peak, which is considered its system peak, is forecasted to be 283 MW
for the next 15 years, in comparison to the 321 MW forecast in last year's IRP. DEC
predicts that load reductions from the activation of its DSM programs will reduce its
peak load by approximately 6% in 2028.

DEC’s energy sales, including the effects of its EE programs, are expected to
grow at a CAGR of 1.4%. This growth rate in energy sales is less than the 1.7%
predicted in the 2012 IRP. DEC predicts that the MWh savings from its EE programs
will reduce its energy sales by approximately 7% in 2028.

The Public Staff's review of DEC’s weather adjusted peak load forecasting
accuracy for one year shows that its 2012 IRP forecast had a 1% forecast error.
However, a review of DEC’s actual peak loads for five years (2009-2013), as compared
to its forecasts, indicates a forecast error of 11%. This 11% forecast error indicates an
average annual overestimation of 1,884 MW of capacity, 1,680 MW of capacity when
adjusted for weather. In regard to DEC’s energy sales forecasts, a comparison of its
actual energy sales over the same five years with those predicted in 2008 prediction
indicates an 8% forecast error.

The Public Staff’s review indicates that DEC’s forecasts for both peak demand
and energy sales have been consistently higher than actual loads and sales since 2008.

The Public Staff believes that the economic, weather-related, and demographic
assumptions underlying DEC’s 2013 peak and energy forecasts are reasonable, and

® The Mean Absolute Error is used to calculate the forecast error. The one-year review incorporates
weather normalized peak demands while the five-year review incorporates actual unadjusted peak
demands.
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that DEC has employed accepted statistical and econometric forecasting practices.
However, the Public Staff is concerned with DEC’s pattern of over-forecasting more
often than under-forecasting its load. DEP’s IRP indicates that DEP has adopted DEC'’s
forecasting methods, even though DEP’s forecasting of its energy sales and its peak
demands has generally been more accurate than DEC’s forecasting. For its energy
sales forecasts, DEP has typically relied on the monthly-based econometric model with
end-use data over a span of ten or more years of historical data. This model has been
used for over 30 years, and during these years, DEP has relied on the load factor
method to forecast its peak demands. While DEC has also used econometric models, it
has made various modifications to the general econometric equations used for its
energy sales and peak demand forecasts over the last 30 years. In response to
inquiries from the Public Staff, DEC indicated that it is currently preparing to incorporate
statistically adjusted end-use data in its models to improve the accuracy of its forecasts
in future IRPs. While the Public Staff believes that DEC’s 2013 forecasts are
reasonable for planning purposes, the Public Staff recommends that DEC carefully
review and incorporate the best forecasting practices of DEP and DEC.

DNCP

DNCP’s 15-year forecast predicts that its adjusted’” summer peaks will grow at a
CAGR of 1.2%, a decrease from the projected 1.5% growth rate in its 2012 IRP.
Without the reduction in peak demand resulting from the implementation of its EE
programs, DNCP expects its summer peaks to grow at 1.6%. The average annual
growth of its summer peak is forecasted to be 239 MW for the next 15 years, in
comparison to the 285 MW forecast in the 2012 IRP. DNCP predicts that load
reductions from its DSM programs will reduce its 2028 peak load by approximately 1%.

DNCP’s energy sales are predicted to grow at an average annual rate of 1.4%,
which is a decrease from the projected 1.6% growth rate in the 2012 IRP. DNCP
predicts that the MWh savings from its EE programs will reduce its energy sales by
approximately 3% in 2028.

The Public Staff's review of DNCP’s weather adjusted peak load forecasting
accuracy for one year shows that the predictions in its 2012 IRP had a forecast error of
3%. The Public Staff's review of DNCP’s actual peak loads over the last five years
(2009-2013), as compared to its 2008 predictions, indicates a forecast error of 5%. This
5% forecast error results in an average annual overestimation of 787 MW. In regard to
DNCP’s energy sales forecasts, an annual comparison of its actual sales with its
predicted sales in its 2008 IRP indicates a forecast error of 3%.

The Public Staff believes that the economic, weather-related, and demographic
assumptions underlying DNCP’s peak and energy forecasts are reasonable, and that
DNCP has employed accepted statistical and econometric forecasting practices. In

" Adjusted for new and existing DSM programs and load reductions associated with new EE programs as
reported in Appendix 2H, p. AP-9, 2013 DNCP IRP.
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conclusion, the Public Staff believes that DNCP’s peak load and energy sales forecasts
are reasonable for planning purposes.

SUMMARY OF GROWTH RATES

The following table summarizes the growth rates for the I0Us’ system peak and
energy sales forecasts based on their IRP filings.

2014- 2028 Growth Rates

(After New EE and DSM)

Summer Peak Winter Peak Energy Sales Annual MW Growth
DEP 1.2% 1.4% 1.4% 171
DEC 1.4% 1.5% 1.4% 283
DNCP 1.2% 1.1% 1.4% 239

The Commission has reviewed the 2013 IRP update reports submitted by the
IOUs in this docket as well as their related reply comments to various issues raised by
the Public Staff and other intervenors. The Commission finds and concludes that the
15-year forecasts of native load requirements and other system capacity or firm energy
obligations, supply-side and demand-side resources expected to satisfy these loads,
and reserve margins are reasonable and should be approved for purposes of updating
the information contained in the biennial plans submitted in this docket.

The Public Staff in its comments went into detail describing the peak and energy
forecasts submitted by DEP, DEC and DNCP. It found that the economic,
weather-related, and demographic assumptions underlying DEP and DNCP’s peak and
energy forecasts are reasonable, and that both have employed accepted statistical and
econometric forecasting practices. It concluded that DEP and DNCP’s peak load and
energy forecasts are reasonable for planning purposes. The Commission concurs with
the Public Staff.

In regard to the forecasts submitted by DEC, the Public Staff’'s review indicated
that DEC’s forecasts for both peak demand and energy sales have been consistently
higher than actual loads and sales since 2008.

As was the case with DEP and DNCP, the Public Staff believes that the
economic, weather-related, and demographic assumptions underlying DEC’s 2013 peak
and energy forecasts are reasonable, and that DEC has employed accepted statistical
and econometric forecasting practices. However, the Public Staff is concerned with
DEC'’s pattern of over-forecasting more often than under-forecasting its load. DEP’s IRP
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indicates that DEP has adopted DEC’s forecasting methods, even though DEP’s
forecasting of its energy sales and its peak demands has generally been more accurate
than DEC’s forecasting. For its energy sales forecasts, DEP has typically relied on the
monthly-based econometric model with end-use data over a span of ten or more years
of historical data. This model has been used for over 30 years, and during these years,
DEP has relied on the load factor method to forecast its peak demands. While DEC has
also used econometric models, it has made various modifications to the general
econometric equations used for its energy sales and peak demand forecasts over the
last 30 years. In response to inquiries from the Public Staff, DEC indicated that it is
currently preparing to incorporate statistically adjusted end-use data in its models to
improve the accuracy of its forecasts in future IRPs. While the Public Staff believes that
DEC’s 2013 forecasts are reasonable for planning purposes, the Public Staff
recommends that DEC carefully review and incorporate the best forecasting practices of
DEP and DEC.

In its reply comments, DEC agreed that the DEC forecast developed in 2008 was
too high; however, it was important to note that most of the forecast error was due to the
severe economic downturn that occurred in 2009 and which no one reasonably foresaw.
In 2009, instead of experiencing load growth, the DEC peak dropped over 500 MW due
to the considerable loss of industrial load. DEC suffered more than DEP and most
utilities in the 2009 recession due to its large amount of industrial load, particularly from
textiles. Since 2009, the DEC weather adjusted peak has grown an average of 1.1%
despite a very sluggish economic recovery. Also, the DEC peak forecast developed in
2010 projected a 2013 value that was only 131 MW different than the actual weather
adjusted value for the year 2013. Thus, DEC acknowledges the anomaly in the load
forecast caused by the severe economic downturn, but believes the 2013 load forecast
is reasonable. However, DEC and DEP note that their forecasting methodology is
always evolving in an effort to further improve the process, as a result of post-merger
best practices and otherwise.

The Commission is satisfied with DEC’s explanation of this issue for purposes of
this update proceeding and agrees with the Public Staff that DEC’s peak load and
energy forecasts are reasonable for planning purposes.

SYSTEM PEAKS AND USE OF DSM RESOURCES

DEP’s 2013 annual system peak was 12,166 MW, as compared to 12,770 MW in
2012. At the time of the peak, which occurred on August 12, 2013, at the hour ending
4:00 p.m., DEP activated its EnergyWise Home and Commercial, Industrial, and
Government Demand Response programs, which reduced peak load by 87 MW and
15 MW, respectively. DEP activated its DSM programs on five of its ten highest
summer loads in 2013 for an average load reduction of 96 MW. DEP’s 2012 IRP
projected that it would have 828 MW available from its DSM, EE, and voltage control
programs, of which 728 MW could be activated to reduce its 2013 summer peak.
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DEC’s system peaked at 16,482 MW on August 16, 2013, at the hour ending
5:00 p.m. The 2012 system peak was 17,740 MW. DEC did not activate its DSM or
load curtailment programs at the time of its 2013 system peak; rather, DEC activated its
DSM at only two of its top ten highest summer loads for an average load reduction of
111 MW. DEC’s 2012 IRP projected the availability of 872 MW from its DSM programs
to reduce its summer peak.

DNCP’s 2013 annual system peak of 16,366 MW occurred on July 19, 2013, at
the hour ending 4:00 p.m. Its 2012 system peak was 16,787 MW. At the time of the
summer peak, DNCP called on its Distributed Generation Pilot® for a load reduction of
14 MW and its Air Conditioning Cycling Program for a reduction of 50 MW. DNCP
activated these two DSM programs on seven of its ten highest summer loads in 2013
for an average reduction of 63 MW. DNCP’s 2012 IRP projected the availability of
83 MW from its DSM programs to reduce its 2013 summer peak.

The Commission agrees with the Public Staff's conclusion that DNCP and DEP
generally appear to have maximized their available DSM resources to reduce their peak
demands. While the temperatures during the summer of 2013 were relatively mild and
may have reduced the need for use of DSM, all three utilities should maximize these
DSM resources in the future.

RESERVE MARGINS AND RESERVE MARGIN ADEQUACY

In its comments, the Public Staff noted that in 2012 DEP and DEC contracted
with Astrape Consulting to conduct a detailed resource adequacy assessment that
included an evaluation of their resource margins. Astrape’s study provided DEP and
DEC each with a recommended system reserve margin based on the Loss of Load
Expectation (LOLE) probabilistic assessment. The LOLE is a metric that targets the
probability of the loss of load on one day in a ten-year period, or one firm load shed
event resulting in unserved energy for a firm customer on one day in a ten-year period.
A greater frequency of loss load probability is generally considered to be inadequate
system reliability. Based on Astrape’s analyses, the reserve margins that correlate with
this LOLE are 14.5% for DEP and 14% for DEC. Additional analysis is planned by
Astrape to verify the adequacy of the target reserve margins now that the Joint Disptach
Agreement (JDA) has been implemented.

According to the Public Staff, DNCP utilizes the PJM capacity planning process
for long- and short-term planning of capacity needs. The current (2012) study
recommends use of a reserve margin of 15.6% to satisfy the reliability criteria required
by the North American Electric Reliability Corporation (NERC), Reliability First
Corporation, and PJM’s Planned Reserve Sharing Group. DNCP utilizes a coincidence
factor to account for the historically different peak periods between DNCP and PJM and
therefore determine its ability to meet its PJM reserve requirements. This coincidence

® The Distributed Generation Pilot operates only in Dominion’s Virginia jurisdiction.
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factor reduces DNCP’s reserve margin requirement to 11.2%. DNCP also includes a
16.2% upper margin, which is commensurate with the upper bound that PJM’s
Reliability Pricing Model (RPM) market auction has historically cleared. The DNCP
planning reserve margin remains at 11%.

For the planning period 2014 to 2028, the range of summer reserve margins
reported by the electric utilities continues to be similar to those used in previous annual
reports. For this time period, the planned reserves are:

Utility Target Reserve Margin Planned Reserve
DEP 14.5% 14.9% to 19.6%
DEC 14.5% 14.3% to 21.5%
DNCP 11% 11.2%t0 17.6%

The Public Staff explained DEP’s IRP indicates that DEP will meet its projected
reserve margin targets for the planning period and will exceed the minimum planning
target of 14.5% by 3% or more in 2014-2016 due to a decrease in the load forecast.
The IRP also states that the reserves exceed the minimum target by an average of
approximately 3% to 5% in 2019, 2022, and 2023 as a result of the addition of large CC
facilities. The Public Staff considers the planned reserves adequate.

DEC’s IRP indicates that its reserve margins will meet its target reserve margin
percentages for the planning period and will exceed the minimum planning target of
14.5% by an average of approximately 3% to 7% after the additions of large base load
facilities in 2024 and 2026. The Public Staff concludes that DEC’s planned reserves are
adequate.

The Public Staff noted that differences in projected versus actual peak load
growth can have a significant impact on the reserve margin. If the forecasted CAGR of
DEC’s peak loads grow at 1.0%, as opposed to the 1.4% rate projected in its 2013 IRP,
the reserve margins will remain over 20% for most of the planning period.

The Public Staff, in its comments, expressed that DEP and DEC do not appear to
be fully considering the large number of solar qualifying facilities (QFs) in the
interconnection queue that could provide significant amounts of energy and capacity
over the planning period, and the Public Staff has recommended that they include more
realistic assumptions of potential solar energy and capacity. However, inclusion of these
potential solar resources should not affect the short-term action plans.

The Public Staff stated that DNCP participates in the PJM market and, through
the RPM auction, has obtained a commitment for additional capacity purchases above
the existing identified firm purchases to ensure that its reserve margins meet the target
of 11% reserves in 2013 and thereafter.
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Based on its review of the IRPs, the Public Staff believes the reserve margins
filed by the I0OUs are reasonable for planning purposes.

In their April 11, 2014 joint comments, SACE and Sierra Club stated that while
the 14.5% reserve margin appears reasonable, Duke Energy’s method of calculating it
is not. The treatment of demand response in the DEC and DEP reserve margin
calculations raises concerns that the companies may be planning for excessive
reserves.

According to SACE and Sierra Club, in their reserve margin calculations DEC
and DEP treat demand response as a resource with its own reserve requirement,
contrary to NERC definitions and guidance. In its October 14, 2013 order on the 2012
utility IRPs, the Commission stated that DEC “should consider demand response in
programs that it is able to control or dispatch as adjustments to net internal demand,
similar to DEP.” Both 2013 IRPs (which, to be fair, were filed just days after the
Commission’s order) rely on the method previously used by DEC that was recently
rejected by the Commission.

Astrape conducted both the DEC and DEP reserve margin studies; however, the
treatment of demand response—specifically whether it requires backstand reserves—in
the studies differed. In the DEP study, demand response is treated as a load
adjustment, which does not require its own reserve requirement. In the DEC study,
demand response is treated as a resource option with its own reserve requirement,
thereby increasing the reserve capacity.

SACE and Sierra Club stated that for purposes of calculating reserve
requirements, system generation resources (and net transactions with other systems)
should be compared to net internal demand. As defined by NERC, net internal demand
includes unrestricted, non-coincident peak adjusted for energy efficiency, diversity,
stand-by demand, non-member load, and demand response. DEP’s previous method of
accounting for demand response by adjusting load appears to be more consistent with
NERC guidance than the method still used by DEC and now adopted by DEP.

According to SACE and Sierra Club, while DEC claims that it has looked at
program-specific data in making the determination as to the proper treatment of demand
response programs, it has recently acknowledged that it has no actual data to offer in
support of this claim. To the contrary, Duke Energy data actually indicate that both DEC
and DEP demand response programs are dispatchable and controllable. In fact, DEC
reports that its demand response programs have been activated a number of times, and
most programs have achieved reductions consistent with (or even in excess of)
expected reductions.

In summary, SACE and Sierra Club argued that with the exception of the DEC
PowerManager (air conditioner) program, Duke Energy should evaluate demand
response programs for purposes of calculating reserve requirements as adjustments to
net internal demand. This would align DEC and DEP with the most straightforward
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interpretation of NERC guidance. With respect to the recent performance of its air
conditioner demand response program only, its recent performance suggests that DEC
should either model the program as a resource (which would require average backstand
of 14.5%) or adjust the expected reduction to reflect the results of recent activations.

In their joint reply comments, DEC and DEP responded that while acknowledging
that the Companies' reserve margins appear reasonable, SACE and Sierra Club
contend that the Companies' reserve margins may be too high in light of treating
demand response as a resource instead of an offset to load. SACE and Sierra Club
erroneously believe the Company would keep the same target reserve margin with
the change in methodology. This is an incorrect assumption. If DEC and DEP adopt
the methodology to treat DSM as a reduction to load, the Companies will be required
to raise their reserve margin to maintain the same level of reliability.

DEC and DEP explained that target reserve margins are developed to achieve a
specific level of reliability, typically expressed in LOLE of one day in ten years. This
LOLE level is the constant, irrespective of whether DSM is treated as a resource or
as a load reduction. Below are results from DEC's most recent reserve margin
study, conducted by Astrape Consulting (an energy consulting firm with a focus on
resource adequacy and resource planning) in 2012. Astrape Consulting proposed a
minimum target reserve margin of 14.5% if DSM (called DR for Demand Response by
Astrape) is treated as a resource and 15.25% if treated as a reduction to load. The
Company chose to treat DSM as a resource and used the 14.5% Reserve Margin.
If the Company were to adopt the methodology to treat DSM as a load reduction as
SACE and Sierra Club appear to desire, using the higher 15.25% minimum target
planning reserve margin would be appropriate.

Based on its review of the IRPs, the Public Staff believes that the reserve
margins filed by the 1I0Us are reasonable for planning purposes. SACE's and Sierra
Club's joint comments stated that while DEP and DEC’s 14.5% reserve margin appears
reasonable, Duke Energy’s method of calculating it is not. The treatment of demand
response in the DEC and DEP reserve margin calculations raises concerns that the
companies may be planning for excessive reserves. The details regarding this issue
and DEP's and DEC’s response are discussed above. The Commission is satisfied that
the 10Us reserve margins and calculation methods are reasonable for purposes of this
proceeding.

DISCUSSION AND CONCLUSIONS FOR FINDING OF FACT NO. 3

REPS COMPLIANCE PLAN REVIEW

In its comments, the Public Staff reviewed and analyzed various aspects of the
IOUs’ DSM and EE forecasts and programs. The following information was provided by
the Public Staff in regard to REPS compliance.
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General Statute 62-133.8 requires all electric power suppliers in North Carolina
to meet specified percentages of their retail sales using renewable energy and EE
through the REPS. One MWh of renewable energy, or its thermal equivalent, equates
to one renewable energy certificate (REC), which is used to demonstrate compliance.
An electric power supplier may comply with the REPS by generating renewable energy
at its own facilities, by purchasing bundled renewable energy from a renewable energy
facility, or by buying RECs. Alternatively, a supplier may comply by reducing energy
consumption through implementation of EE measures or electricity demand reduction®
(or through DSM measures, in the case of EMCs and municipalities). Electric public
utilities can use EE measures to meet up to 25% of the general requirements in G.S.
62-133.8(b). One MWh of savings from DSM, EE, or demand reduction creates one
energy efficiency certificate (EEC), which is similar to a REC and is used to
demonstrate compliance with the REPS. EMCs and municipalities may use DSM and
EE to meet the requirements in G.S. 62-133.8(c) without any limits. They may also use
energy from a hydroelectric power facility and allocations from SEPA to meet up to 30%
of the general requirements. All electric power suppliers may obtain RECs from out-of-
state sources to satisfy up to 25% of the requirements of G.S. 62-133.8(b) and (c), with
the exception of DNCP, which can use out-of-state RECs to meet 100% of the
requirements. The total amount of renewable energy or EECs that must be provided by
an electric power supplier for 2013 and 2014 is equal to 3% of its North Carolina retalil
sales for the preceding year. For 2015, this amount increases to 6%.

Commission Rule R8-67(b) provides the requirements for REPS Compliance
Plans (Plans). Electric power suppliers must file their Plans on or before September 1
of each year and explain how they will meet the requirements of G.S. 62-133.8(b), (c),
(d), (e), and (f). The Plans must cover the current year and the next two calendar years,
or in this case 2013, 2014, and 2015 (the planning period). An electric power supplier
may have its REPS requirements met by a utility compliance aggregator as defined in
R8-67(a)(5). The instant docket includes the plans filed by DEP, DEC, and DNCP, and
their wholesale customers in North Carolina for which they are contracted to provide
REPS compliance services.

DEP
DEP filed its 2013 Plan along with its IRP on October 15, 2013. DEP has
contracted for and banked sufficient resources to meet the general REPS requirements
of G.S. 62-133.8(b) and (c) for itself and the electric power suppliers for which it is
providing REPS compliance services. DEP is contractually obligated to secure
resources to meet all the REPS requirements of the City of Waynesville and the Towns
of Sharpsburg, Stantonsburg, Black Creek, and Lucama (collectively, DEP’s Wholesale
Customers). After filing its Plan, DEP contracted to provide REPS compliance services

to the Town of Winterville for 2013 and beyond.

9 “Electricity demand reduction,” as used here, is a technical term defined in G.S. 62-133.8(a)(3a).
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DEP intends to use EE programs to meet 25% of its REPS requirements.
Energy allocations from SEPA will be used to meet up to 30% of the general
requirement of the City of Waynesuville, the only DEP Wholesale Customer that receives
energy from SEPA. Hydroelectric qualifying facilities will also provide RECs for DEP’s
other Wholesale Customers and its retail customers. DEP will continue to pursue wind
energy, either through REC-only purchases or through energy delivered to its
customers in North Carolina, to meet the general requirement. A portion of the general
requirement of DEP and its Wholesale Customers will be met by executed purchased
power agreements and REC-only purchases from landfill gas and biomass power
providers, some of which are combined heat and power facilities. DEP plans to use the
increased availability of solar energy to help it meet the general requirement.

DEP will use the following methods to meet the solar set-aside: (1) its residential
solar PV program, (2) in-state solar PV and thermal REC purchases, and (3) out-of-
state solar REC purchases.

DEP anticipates that its REPS compliance costs will be well below the cost caps
in G.S. 62-133.8(h)(3) and (4) for the planning period.

DEP files its measurement and verification plan for each EE program as part of
its request for Commission approval of the program.

DEC

DEC filed its 2013 Plan along with its IRP on October 15, 2013. DEC has
contracted for or procured sufficient resources to meet the REPS requirements of
G.S. 62-133.8(b), (c), and (d) for the planning period, both for itself and for the electric
power suppliers for which it is providing REPS compliance services. DEC is
contractually obligated to secure resources to meet all the REPS requirements of the
following electric power suppliers: Rutherford EMC, Blue Ridge EMC, the City of
Dallas, the Town of Forest City, the City of Concord, the Town of Highlands, and the
City of Kings Mountain (collectively, DEC’s Wholesale Customers).

DEC intends to use EE programs to meet 25% of its REPS requirements.
Hydroelectric facilities and energy allocations from SEPA will be used to meet up to
30% of the general requirement of DEC’s Wholesale Customers. Hydroelectric
qualifying facilities and the increased capacity of DEC’s Bridgewater hydroelectric
facility, following its modification in 2012, will provide RECs for DEC'’s retail customers.
DEC will continue to pursue wind energy, either through REC-only purchases or through
energy delivered to its customers in North Carolina, to meet the general requirement. A
portion of the general requirement of DEC and its Wholesale Customers will be met by
executed purchased power agreements and REC-only purchases from landfill gas and
biomass power providers, some of which are combined heat and power facilities.
However, DEC has reduced its reliance on biomass for future REPS compliance
because of the increased availability of solar energy and other renewable resources.
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DEC also expects to make some use of solar resources to satisfy the general
requirement.

DEC will use the following methods to meet the solar set-aside: (1) self-owned
distributed solar PV facilities, (2) in-state solar PV and thermal REC purchases, and (3)
out-of-state solar REC purchases.

DEC anticipates that its REPS compliance costs will be well below the cost caps
in G.S. 62-133.8(h)(3) and (4) for the planning period.

DEC filed an update to its EM&V plan in its 2013 application for cost recovery of
DSM and EE programs in Docket No. E-7, Sub 1032.

DNCP

DNCP’s 2013 Plan was filed on August 31, 2013, as an addendum to its IRP.
DNCP has contracted for and banked sufficient resources to meet the general REPS
requirements of G.S. 62-133.8(b) and (c) for itself and the Town of Windsor (Windsor),
for which it is providing REPS compliance services. DNCP plans to use EE, purchased
RECs, and new self-generated renewable energy to meet the general REPS
requirements of G.S. 62-133.8(b) and (c) for itself and Windsor. DNCP will rely on out-
of-state RECs to meet most of its compliance requirements, as allowed by G.S. 62-
133.8(b)(2)(e), but will obtain in-state RECs to meet Windsor's 75% in-state
requirement. DNCP intends to purchase unbundled solar RECs for itself and Windsor
to meet the solar set-aside requirements during the planning period. DNCP's total costs
are the same as its incremental costs because it intends to purchase RECs that are not
bundled with energy to meet its REPS requirements.

DNCP anticipates that the REPS compliance costs for itself and Windsor will be
well below the cost caps in G.S. 62-133.8(h)(3) and (4) for the planning period.

DNCP filed an update to its measurement and verification plan in its 2013
application for cost recovery of DSM and EE programs in Docket No. E-22, Sub 494.

REPS COMPLIANCE COMPARISON TABLES

The tables in this section are drawn from data submitted in the DEP, DEC, and
DNCP Plans. Table 1 shows the projected annual MWh sales on which the utilities’
REPS obligations are based. It is important to note that the figures shown for each year
are the utilities’ MWh sales for the preceding year. For instance, the sales in the 2013
column are projected sales for calendar year 2012. The totals are presented in this
manner because each utility's REPS obligation is determined as a percentage of its
MWh sales for the preceding year. The sales amounts include retail sales of wholesale
customers for which the utility is providing REPS compliance reporting and services.
Table 2 presents a comparison of the projected annual incremental REPS compliance
costs with the utilities’ annual cost caps.
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TABLE 1: MWh Sales for preceding year

Compliance Year

Electric Power

. 2013 2014 2015
Supplier
DEC 58,562,512 59,161,845 59,743,779
DEP 36,737,450 37,217,015 37,722,745
DNCP 4,161,815 4,223,188 4,080,270
TOTAL 99,461,777 100,602,048 101,546,794
TABLE 2: Comparison of Incremental Costs to the Cost Cap
DEC DEP DNCP
Incremental Costs 8,575,016 21,026,450 557,326
2013
Cost Cap 63,600,083 42,520,860 3,947,064
Percent of Cap 13% 49% 14%
Incremental Costs 12,563,910 24,846,641 1,453,756
2014
Cost Cap 64,543,124 42,825,158 4,191,726
Percent of Cap 19% 58% 35%
Incremental Costs 15,104,036 22,550,528 1,487,743
2015
Cost Cap 106,425,364 68,889,101 6,660,020
Percent of Cap 14% 33% 22%
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SWINE WASTE AND POULTRY WASTE SET-ASIDES

Some electric power suppliers indicated in the Plans filed in 2011 that they had
difficulty in obtaining RECs to comply with the swine and poultry waste set-asides in
G.S. 62-133.8(e) and (f), which require them to meet a portion of their REPS obligations
with energy derived from swine waste and poultry waste beginning in 2012.

In May 2012, the Commission issued an order in Docket No. E-100, Sub 113,
requiring the electric power suppliers to file an update on their efforts to meet these
compliance requirements. Most electric power suppliers responded and filed a joint
motion seeking to delay the swine and poultry waste set-asides as allowed in G.S. 62-
133.8(i)(2). The joint movants claimed that they were having difficulty acquiring RECs
to meet the swine and poultry waste set-asides because the technology for waste-to-
energy facilities was still in its infancy and would need more time to reach maturity.

In November 2012, the Commission issued an order that eliminated the swine
waste set-aside for 2012 and delayed the poultry waste set-aside until 2013. This order
required DEP and DEC to file tri-annual reports describing the state of their compliance
with the set-asides and reporting on their negotiations with the developers of swine and
poultry waste-to-energy projects. The order further required them to provide internet-
available information to assist the developers of swine and poultry waste-to-energy
projects in getting contract approval and interconnecting facilities.

On September 16, 2013, many of the electric power suppliers filed another joint
motion to delay the swine and poultry waste set-asides, similar to the request they filed
in 2012. In the proceedings on this motion, DEC indicated that it would not be able to
comply with the poultry waste set-aside in 2013. DEP indicated that it expected to be
able to comply with the poultry waste requirement in 2013, but in its Plan it states that
compliance in 2014 or 2015 is unlikely. DNCP indicated that it has been able to secure
enough out-of-state poultry waste RECs to meet its requirements for 2013 and 2014,
but has not secured enough in-state poultry RECs for Windsor. All the utilities stated
that they would be unable to comply with the swine waste set-aside in 2013.

On December 20, 2013, the Commission issued a Notice of Decision and Order
in Docket No. E-100, Sub 113, which delayed the swine and poultry waste set-asides
until 2014. The order extended the tri-annual reporting to DNCP and most other EMCs
and municipal electric systems. It also requested that the Public Staff hold stakeholder
meetings in 2014 and 2015 to facilitate compliance with the swine and poultry waste
set-asides. On March 26, 2014, the Commission issued a Final Order Modifying the
Poultry and Swine Waste Set-Aside Requirements and Providing Other Relief that
details the Commission's findings of fact and conclusions in support of its December 20,
2013 Notice of Decision and Order.

The Public Staff believes the electric power suppliers will likely continue to have

difficulty meeting the swine and poultry waste set-asides for at least the next one to two
years. The swine waste-to-energy industry remains largely undeveloped, particularly
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relative to the need for approximately 92,000 MWh of swine waste energy each year in
2014 and 2015 to meet the Commission’s Order of December 20, 2013. The poultry
waste-to-energy industry has somewhat more potential to produce the 170,000 MWh of
energy necessary in 2014 to comply with the same Order, but the currently operating
biomass power plants that have successfully utilized poultry waste fuel do not have
enough combined capacity to fulfill the entire requirement. Even if these plants reach
their full operational potential in 2014, they will not have enough capacity to produce the
700,000 MWh of poultry waste energy necessary to meet the 2015 requirement. The
lack of swine and poultry waste-to-energy facilities is the result of: (1) limited
technology development and expertise because currently North Carolina is the only
state with swine and poultry set-aside requirements; (2) the utilities’ reluctance to
commit to expensive purchase contracts for speculative technologies; and (3) the
current uncertainty as to whether the General Assembly will alter the REPS
requirements in ways that could leave the owners of these facilities with stranded costs.

PUBLIC STAFF CONCLUSIONS ON REPS COMPLIANCE PLANS

In summary, the Public Staff’'s conclusions regarding the REPS compliance plans
of DEP, DEC, and DNCP are as follows:

1. The compliance plans of DEP, DEC, and DNCP indicate that they should
be able to meet their REPS obligations, with the exception of the swine and poultry
waste set-asides, during the planning period without nearing or exceeding their cost
caps.

2. The utilities will have difficulty meeting the Commission’s revised swine
waste requirements in 2014 and 2015, and DEP and DEC will have difficulty meeting
the poultry waste requirements, but they are actively seeking energy and RECs to meet
these requirements.

3. The Commission should approve the REPS compliance plans filed by
DEP, DEC, and DNCP in 2013.

The Commission concludes that the 2013 REPS compliance plans show that
DEP, DEC and DNCP, as well as the electric power suppliers for whom the 10Us
provide REPS compliance, are well-positioned to comply with their future REPS
obligations, with the exception of the swine and poultry waste set-asides. Therefore, the
Commission concludes that the 2013 REPS compliance plans filed in this docket by the
IOUs and other electric power suppliers are satisfactory and should be approved.

DISCUSSION AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 4-6

ADDITIONAL ISSUES RAISED IN INTERVENOR COMMENTS

The Public Staff, NC WARN, NCSEA, MAREC, and SACE/Sierra Club, in their
April 11, 2014 comments, raised various issues related to the IRPs and REPS
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compliance plans submitted by the three IOUs. Many were specific to DEC and DEP,
and some comments were addressed to the IRP process itself. In their
May 23, 2014 joint reply comments DEC and DEP addressed these issues, as did
DNCP in its reply comments. A third set of reply comments were jointly submitted by
SACE and Sierra Club. The following responses were submitted by the IOUs to the
issues raised by the various parties in their comments.

DEC and DEP Responses

Public Staff Issues

A. DEC Carbon Neutrality Plan

In its March 21, 2007 Order Granting Certificate of Public Convenience and
Necessity with Conditions for DEC's Cliffside Unit 6, in Docket No. E-7, Sub 790, the
Commission ordered DEC to retire, in addition to Cliffside Units 1-4, “older coal-fired
generating units...on a MW-for-MW basis, considering the impact on the reliability of the
entire system, to account for actual load reductions realized from [new EE and DSM]
programs, up to the MW level added by” Cliffside Unit 6, which is 825 MW.* In addition,
the air permit issued by the North Carolina Department of Environment and Natural
Resources, Division of Air Quality (DAQ), for Cliffside Unit 6 includes a requirement that
DEC implement a Greenhouse Gas Reduction Plan and retire 800 MW of additional
coal-fired generation, without regard to DEC's achievement of a commensurate level of
DSM and EE savings.

As the Public Staff noted in its comments, the Commission's order approving the
2012 DEC IRP contained a requirement that DEC continue to provide updates in future
IRPs to its Cliffside Unit 6 Carbon Neutrality Plan (CNP) regarding its obligations related
to the Cliffside Unit 6 air permit. However, DEC's 2013 IRP update filed on October 15,
2013, did not include the Cliffside Unit 6 CNP. Accordingly, DEC attached the CNP as a
supplemental Appendix L to its reply comments filed on May 23, 2014.

In summary, the CNP shows that: (1) DEC proposes to retire up to 1299 MW of
older coal-fired generation by the end of 2018; (2) DEC has allocated space at Cliffside
Unit 6 to accommodate equipment potentially needed to meet future carbon reduction
technologies; and (3) DEC has identified several system carbon reduction actions that
DEC will implement that will exceed the approximately 5.3 million ton reduction required
to make Cliffside Unit 6 carbon neutral in 2018.

The Commission concludes that DEC's Carbon Neutrality Plan should be
approved as a reasonable plan for compliance with the Cliffside Unit 6 air permit
conditions. However, this approval does not constitute Commission approval of the
activities shown in DEC's Carbon Neutrality Plan or expenditures for those activities.

1% Order Granting Certificate of Public Convenience and Necessity with Conditions, Docket No. E-7, Sub
790, at p. 140.

29



B. Interconnection and QF Information

DEC and DEP in their reply comments, and future IRPs, should provide both
information on the number and resource type of the facilities currently within the
respective utility’s interconnection queue and a discussion of how the potential QF
purchases would affect the utility’s long-range energy and capacity needs.

In their joint reply comments, DEC and DEP stated that, if requested by the
Commission in the Order on this IRP, the Companies will include the requested
information on the interconnection queue in future IRP filings. As of April 30, 2014, DEC
and DEP have the following potential projects in their interconnection queue:

“In Queue” Qualified Facilities — as of April 30, 2014

Number of Total Capacity
State Energy Type Customers (MW AC)
DEC NC Biomass 3 8.70
Hydro 3 31.51
Solar 132 754.92
NC Total 138 795.13
SC Hydro 1 0.25
SC Total 1 0.25
DEC Total 139 795.38
DEP NC Biomass 4 8.45
Hydro 2 1.55
Landfill Gas 3 17.75
Solar 243 2297.07
NC Total 252 2324.81
SC Biomass 1 73.00
Solar 4 142.31
SC Total 5 215.31
DEP Total 257 2540.12
Grand Total 396 3335.49

With regard to the potential impact of the projects in the interconnection queue
on the DEC and DEP resource plans, it is the Companies' position that each Company's
REPS compliance plans, as included in the 2013 IRP updates, are the best estimate of
renewables adoption at this point in time. The plans reflect careful examination of the
current interconnection queue and estimation of how much renewable capacity could be
cost effectively converted to compliance resources. Based on this review, the
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Companies’ 2013 IRP updates only utilized existing executed renewable contracts
along with enough future renewable resources required to meet mandatory renewable
targets under REPS, as well as a proxy for a future renewable energy standard for
South Carolina beginning in 2018. Additional renewable resources are possible, but
subjective, and as such are not appropriate for inclusion in the Companies’ base
resource plans. For planning purposes, DEC and DEP must ensure that they can meet
peak load demand without relying upon on speculative unexecuted non-utility
resources. Given DEC and DEP’s experience with renewable projects proposed by
developers, the utility cannot depend on potential projects that are in excess of its
targets set in the above planning assumptions. As explained in the late filed exhibit in
the recent avoided cost proceeding (Docket No. E-100 Sub 136), historically DEC and
DEP have seen approximately twenty-five (25%) of the capacity in the interconnection
gueue come to fruition. When viewed in the aggregate between DEC and DEP, this
completion rate applied to the current interconnection queue would not exceed the
REPS compliance plan for the IRP planning horizon.

The Commission agrees with the Public Staff that DEC and DEP’s QF
interconnection queue information has important value going forward. The number of
QF interconnection requests, especially for solar, has increased exponentially and this
gueue has the potential to have a significant impact on the generation planning process.
Therefore, DEP and DEC in future IRPs should provide information on the number,
resource type and total capacity of the facilities currently within the respective utility’s
interconnection queue as well as a discussion of how the potential QF purchases would
affect the utility’s long-range energy and capacity needs.

C. Changes to IRP Process

DEC and DEP noted that the Public Staff's comments included discussion and
inquiry regarding potential modifications to the IRP process and filing calendar that may
be reasonable. The Companies' observation is that IRP process has expanded in scope
over time through incremental annual IRP rulings, along with a growing number of
special interest group intervenors participating in the IRP process. This is not surprising
because the IRP essentially incorporates many facets of the utility business including
energy efficiency, renewables compliance, fuel forecasts, new plant development,
environmental compliance strategies, load forecasting, etc. Most of these intervenors
focus only on issues of importance to their members or stakeholders, but lack the
obligation for the provision of reliable power delivery and the obligation for least cost
planning on behalf of all of DEC and DEP’s customers that the IRP planning process
requires. To a large extent many of the individual issues now being raised by
intervenors within the context of an IRP docket have their own focused regulatory
proceedings. For example, the IRP clearly has overlap with EE, REPS, fuel, CPCN,
avoided cost and rate case proceedings. However, the IRP was never intended to
supplant or supersede these more focused proceedings. Rather, the IRP process by its
very nature is a planning process only that provides insights into factors that influence
the utilities' future resource plans. To a large extent several of the recommendations
expressed by intervenors in their IRP comments are the same recommendations made

31



within the context of the more focused proceedings. To some degree, this moves the
IRP process away from a big picture, long term planning process toward more of a
shorter term operational focus. Should the Commission wish to consider refocusing the
IRP to its original intent by moving to a bi-annual process or some other variation of an
IRP process modification DEC and DEP would be supportive of working toward
productive revisions to the process.

The Commission understands the time and complexity concerns that the parties
have with the current IRP planning process. Between the time extension requests and
the increasing complexity of the issues raised during the proceedings, it makes for
drawn out IRP timelines. The Commission agrees that some modifications might be
warranted, especially to these odd-year annual update proceedings. For this reason,
the Commission intends to open a future docket which will request comments and reply
comments on the specific issues of what might be done to streamline the annual update
reporting process so that it does not simply become another biennial proceeding with a
different name.

D. Environmental Analysis

DEC and DEP argued that the companies' IRPs include resource plans that
comply with all known federal and state level environmental laws. Fixed and variable
environmental compliance costs required for regulatory compliance are included and
appropriately considered in the IRP planning process. The IRPs not only include the
guantitative aspects of environmental compliance, but also include an extensive
qualitative discussion surrounding existing and pending environmental regulations.
Given the extent to which the Companies already consider environmental compliance in
the IRP process, DEC and DEP do not believe that additional prescription concerning
specific methods by which to incorporate environmental compliance costs are
warranted. The Commission finds that no additional steps are required at this time.

E. Decommissioning Costs

DEC and DEP explained that decommissioning costs for existing coal, nuclear
and gas units do not have a direct influence on the Companies' future expansion plans.
Ultimately, these costs are sunk costs associated with exiting unit retirements and do
not influence the selection of the future resource portfolio. Costs associated with the
retirement of existing generating units that have been in service for many decades have
existing mechanisms in place for review and cost recovery. Requiring the IRP process
to address decommissioning costs of existing units will not alter the resource planning
process, nor the selected expansion plan. While a consideration of decommissioning
costs may have merit in appropriate dockets or proceedings, DEC and DEP assert that
the IRP process is not the appropriate place to address this issue. The Commission
agrees with DEC and DEP.
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F. Quantifying Generation Diversity Benefits

The Public Staff recommends that the Companies develop a quantification method for
fuel diversity as part of the IRP process. The Companies believe that recommendation
is already captured as part of the existing IRP process commensurate with Commission
Rule R8-60. The Companies' current IRP practices include modeling multiple
sensitivities around fuel prices. Furthermore, the Companies show how different
resource portfolios perform under these varying fuel prices. Both the quantitative
impacts and the qualitative benefits of fuel diversity are fully presented in the IRPs. The
Public Staff does not provide a specific recommendation as to what other quantitative
metric or method they are recommending and as such it is difficult to ascertain the
merits of such additional analysis. DEC and DEP believe that the current approach that
both quantitatively and qualitatively addresses fuel diversity is fully adequate. The
Commission finds that no further action is required at this time.

NCSEA Issues

DEC and DEP state that in its IRP comments, NCSEA does not appear to have
any real criticism of the DEC and DEP IRP updates, and instead finds the Companies'
increased diversification into renewable energy resources, including DSM/EE, to be
"promising.” NCSEA makes some unique policy suggestions, such as asking the
Commission to "reaffirm the foundational importance" of the IRP proceeding, to which
the Companies will not reply. NCSEA asks the Commission to endorse consistency
across proceedings, and discusses assumptions used in the IRP and avoided cost
proceedings. DEC and DEP strive for consistency in the underlying assumptions and
methodologies used in their various proceedings, and have noted their post-merger
emphasis on developing consistency and best practices where applicable. As an
example, the avoided energy and avoided capacity values used in DEC and DEP's
EE/DSM rider proceedings are taken directly from the IRP. NCSEA also asks that the
utilities concisely state in one place in their IRPs "all of the key policy assumptions"
which underlie its base case or recommended plan. DEC and DEP assert that their
IRPs do explain the policy assumptions contained therein.

NCSEA also commented on DEC and DEP's "aspirational" 15 EE savings
performance targets as contained in a settlement agreement filed with the Public
Service Commission of South Carolina, and asks the Commission to push the
Companies to innovate to meet their aspirational goal by encouraging collaborative
efforts to develop new EE programs and measures, such as combined heat and power
(CHP). The Companies note that related issues were already agreed to as part of the
Stipulation and Agreement filed in Docket No. E-7, Sub 1032 and agreed to in Docket
No. E-2, Sub 1030, and in fact a Duke Energy Collaborative meeting where CHP was
discussed has already been held. Finally, NCSEA also raises an issue unrelated to the
IRPs - -facilitating third party access to private customer usage data. NCSEA asks that
the Commission require utilities to provide online forms for customers to authorize
disclosure of their usage information to third parties. DEC and DEP responded that
perhaps NCSEA is not aware, but DEC and DEP do have an online "Energy Data
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Request Form," for independent third parties with a need to use customer data. This
website allows third parties to identify themselves and provide details about the specific
data they seek. After completing the online form, such third parties are contacted
electronically by Duke Energy with information about the process and requirements,
including the cost of data, and are provided an electronic copy of the Duke Energy
customer data release form. This process was developed with the Companies' Code of
Conduct in mind and to ensure a consistent and cost-effective approach for handling
third party requests. DEC and DEP assert that the current process works well.

As to the Companies' REPS Compliance Plans, NCSEA asks that the
Companies be required to submit one-sentence certifications that prior REPS
compliance plan reviews have been conducted, unless this is obvious from the filing of a
revised past REPS compliance plan with redactions removed. DEC and DEP would not
object to such a Commission requirement.

NCSEA also requests that the Commission require the utilities to create avoided
cost projections in their 2014 REPS compliance plans using the methodological
approaches approved in the 2012 avoided cost order, together with a statement from
DEC and DEP indicating whether the effect of the JDA was incorporated. DEC and
DEP pointed out that first, the Commission's February 21, 2014 Order Establishing
Standard Rates and Contract Terms for Qualifying Facilities in Docket No. E-100, Sub
136 discussed the use of avoided costs in REPS Compliance Plans and held in Finding
No. 18 that, "DEC and DEP henceforth should include actual projected avoided cost
rates as of the date of the Compliance filings.” Second, the Commission's rules already
require the utilities to include the current and projected avoided cost rates for the years
of the subject plan, so NCSEA's recommendation is all the more duplicative and
unnecessary. See Rule R8- 67(b)(1)(v). Third, DEC and DEP's position is that avoided
cost calculations are subject to their own regulatory proceedings in which stakeholders
have opportunity for substantial input. In fact, NCSEA is a party to the currently
pending Docket No. E-100, Sub 140 proceeding, wherein the Commission is examining
the methodological approaches utilized in the 2012 avoided cost proceeding for the
2014 avoided cost proceeding. Filing avoided cost projections in the REPS Compliance
Plans on September 1, 2014, based on 2012 methodologies that are currently under
review could result in outdated and inaccurate projections.

The Commission is satisfied with the responses of DEC and DEP to these issues
raised by NCSEA.

MAREC Issues

DEC and DEP stated that, as in its 2012 IRP comments, MAREC, a non-profit
formed to advance renewable energy development primarily in the PJM Interconnection
markets, makes the general allegation in its comments that DEC and DEP did not
adequately consider wind energy in their IRPs. MAREC notes that DEC and DEP
should not have been expected to comply with the Commission's requirement to
consider additional resource scenarios that include larger amounts of renewable energy
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resources similar to DNCP's Renewable Plan, because that requirement was included
in the Commission order approving the 2012 IRPs and issued the day prior to the filing
of the DEC and DEP 2013 IRP updates. DEC's 2013 IRP update base case includes
849 MW of renewable resources by 2018 and 2,028 MW by 2028, which includes 150
MW of wind. DEP's 2013 IRP update base case includes 297 MW of renewable
resources by 2018 and 802 MW by 2028, which includes 100 MW of wind. MAREC
does not appear to appreciate, however, that both Companies' 2013 IRP updates also
included an Environmental Focus Scenario (EFS), which evaluated an assumed
requirement to serve approximately 8% of each Company's combined retail load with
new renewable resources by 2028-- which represents approximately twice the amount
of renewable energy as compared to the base case. The DEC EFS included 758 MW of
nameplate wind and the DEP EFS included 505 MW of nameplate wind. The purpose of
the scenario is to show how the Companies' resource plans would be affected in the
event that additional cost-effective renewable and energy efficiency resources are
identified or mandated. A key takeaway is that, in such an event, some traditional
resources can be eliminated or deferred but significant levels of traditional resources
such as new nuclear and natural-gas combined cycle are still needed.

In their joint reply comments, DEC and DEP argued that they have adequately
considered wind and all other potential renewable energy resources in preparing their
2013 IRP updates. Duke Energy Corporation, the parent company of DEC and DEP, is
one of the largest wind energy developers in the United States and recognizes the
valuable potential that new wind energy resource development can provide. In their
IRPs, however, DEC and DEP analyzed wind and other generation technologies and
selected the resource plans that best met the Companies' needs to provide the
reliable, least-cost resource mix as required by North Carolina's integrated resource
planning and REPS laws.

MAREC also contended that the Companies should include a new annual RFP
process that would solicit new renewables. Both DEC and DEP explained that they
regularly assess the market place for competitive wind and other renewable resources,
including through formal RFPs or the receipt of unsolicited bids. On February 14, 2014,
DEP and DEC issued a RFP for 300 MW of new solar energy capacity to allow DEP
and DEC to further their commitments to renewable energy, diversify their energy mix
and meet their REPS requirements. Accordingly, they argue MAREC's proposed RFP
requirement is unnecessary.

The Commission finds that no further action is required by DEC and DEP in
response to the issues raised by MAREC.

SACE and Sierra Club Issues

DEC and DEP responded that, in their comments, SACE and Sierra Club
generally critique the Companies' inclusion of EE and renewable resources, and without
offering their own proposed mix of least cost and reliable resources, assert that the
resource plans contained in the Companies' IRP update are inadequate. As set forth in
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detail below, DEC and DEP stand by their IRP methodologies and analyses of both
supply and demand side resources and the selected plans contained in the 2013 IRP
updates.

A. The Companies' Appropriately Evaluated and Included EE and Renewables in
their 2013 IRP updates.

DEC and DEP commented that while noting that DEC "led the Southeast in
energy savings from efficiency,” in both 2011 and 2012, as in previous IRP comments,
SACE and Sierra Club allege that DEC and DEP asserted that they are not planning to
capture all cost-effective EE and maximize renewable energy opportunities. DEC and
DEP have included significant levels of EE and renewable resources in their 2013 IRPs
updates, surpassing the levels included in the 2012 IRPs. As to EE, DEC projects
that it will have delivered over 10,510,000 MWh of EE savings between 2009 and 2028.
The estimated peak load impact of these EE savings is 1,734 MW in that same
timeframe. In addition, DEC projects over 1,060 MW of peak load savings from DSM
programs by 2028. DEP projects that it will have delivered 4,403,000 MWh of EE
savings between 2009 and 2028. The estimated peak load impact of these EE savings
is 1,068 MW in that same timeframe. In addition, DEP projects 789 MW of peak load
savings from DSM programs by 2028.

The Companies explained that they have included in their 2013 IRP updates the
level of EE they believe is reasonably achievable and economic. In response to a data
request seeking the feasibility assumptions of the increased EE levels asserted in their
comments, SACE and Sierra Club admitted that they did not conduct a market potential
study or make assumptions regarding participation (penetration) rates, or technology to
achieve penetration rates, for purposes of preparing their comments, but that their
comments were "informed" by their review of market potential studies performed for
DEC and other southeastern electric utilities. DEC and DEP asserted that SACE and
Sierra Club do not appear to realize that potential does not equal cost-effective or
achievable. In their comments criticizing DEC's EE cost assumptions, SACE and Sierra
Club rely upon the Lawrence Berkeley National Laboratory Study by Galen Barbose.
While this study does make an attempt to adjust cost projections for size of first year
impacts, it does not adjust for cumulative market penetration (i.e., the more that has
been achieved on a cumulative basis, the higher must be the costs per kwWh achieved).
Furthermore, the study essentially relies on past spending and impacts to make its
projection, which DEC and DEP assert is a very unreliable methodology.

DEC and DEP pointed out that SACE and Sierra Club complain about the EE
costs assumed by the Companies in their 2013 IRP updates which deserves a brief
response. On pages 27-28 of their comments, SACE and Sierra Club note four alleged
flaws with DEC's EE cost assumptions and methods. As to the use of the 60% market
saturation, this is based upon the market potential study prepared for DEC and is
consistent with reasonable adoption curves for typical measures. As to the criticism that
there is no provision for introduction of new EE technology or for reduction in costs of
future EE technology, SACE and Sierra Club's comments ignore that generation
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technology is treated exactly the same way in the IRP (no assumptions are made that
generation technology costs will decrease over time). As to their assertion that
economies of scale serve to reduce EE program costs as more customers participate,
DEC and DEP argued that this ignores the reality of EE program implementation: as
less expensive EE measures are depleted (the "low hanging fruit"), more expensive
measures must be offered. Finally as to the criticism of the 30% program overhead
costs, this is a legitimate program expense (and which is approved through the cost
recovery mechanism) based on the market potential study, that must be included or the
total utility costs to implement EE will be understated. SACE and Sierra Club have a
final criticism that the Companies' long-term EE cost forecast indicates cost escalation
in excess of the rate of inflation. Again, these intervenors ignore the fact that as an initial
low cost EE resource reaches its market potential, as in generation dispatch, the utility
has to move "up the stack" to the next higher cost EE resource. The two drivers of costs
are inflation and the incremental cost of the next EE resources. It is axiomatic,
therefore, that the combination of these two factors will result in the projected increase
in the unit cost of EE exceeding the rate of inflation.

DEC and DEP further noted that SACE and Sierra Club propose a list of EE
programs that the Companies should consider. In response to a data request, these
intervenors revealed that they "did not review the program costs, program participation,
or perform participation studies" as to their proposed programs. As to specific EE
programs, DEC and DEP have collaborative groups which discuss and vet all programs
and would welcome the opportunity to discuss these programs at their collaborative
groups. DEC and DEP have a bias toward EE, which is reflected in the IRP process by
putting EE ahead of other resources and locking in the programs and impacts before
any additional generation resources are considered. DEC and DEP make their
projections of EE impacts in conjunction with an independent assessment of the market
potential for EE for each utility's service territory, a critical component that cannot be
overlooked.

B. SACE and Sierra Club's Environmental Compliance Cost Analysis and
Resulting Conclusions are Flawed

According to DEC and DEP, in their comments SACE and Sierra Club also allege
that their "analysis" of future environmental requirements "strongly suggests that
retirement of a minimum 5,000 MW of coal capacity is likely to be the most
cost-effective solution.” In response to data requests, however, SACE and Sierra Club
responded that they had not performed any analysis of which coal units DEC and DEP
should retire or when. Appendix G to both the DEC and DEP 2013 IRP updates
contains extensive discussion of potential future environmental requirements that
will impact the Companies’ operations in the coming vyears, including those
related to the Cross-State Air Pollution Rule (CSAPR) and the Clean Air Interstate
Rule, the Mercury and Air Toxics Standard (MATS), National Ambient Air Quality
Standards, SO, Standards, Particulate Matter Standard, Greenhouse Gas Regulation,
Cooling Water Intake Structures (CWA 316(b)), Steam Electric Effluent Guidelines,
and Coal Combustion Residuals. The Companies' IRP models build in all known
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capital and O&M costs for environmental compliance. SACE and Sierra Club assert
reliance upon a Coal Asset Valuation Tool (CAVT), which incorporates assumed
environmental costs. All of DEC and DEP's coal units already have FGDs (or
scrubbers), SCRs or SNCRs or baghouses, with the exception of the Lee Steam Station
in South Carolina, which is scheduled for retirement in 2014 (and conversation of one
unit to natural gas in 2015). As a result, DEC and DEP believe that their remaining coal
units are compliant with MATS and CSAPR.

DEC and DEP asserted that SACE and Sierra Club's coal retirement analysis
based upon the CAVT tool understates replacement generation costs and overstates
future environmental compliance costs, which results in invalid conclusions. Based
upon SACE and Sierra Club's responses to data requests, the Companies note
that the future environmental control costs represented by the "medium scenario” of
the CAVT tool relied upon by these intervenors are not representative of the
Companies' expected outcome with MATS and 316(b) requirements. According to the
CAVT information provided, it appears that costs for baghouses (except for Cliffside 6),
activated carbon injection (ACI), Cooling Towers (except Mayo, Cliffside 5 & 6) were
included for all DEC and DEP units. As noted previously, Duke Energy has tested all
coal units for compliance with MATS and compliance can be met without the installation
of baghouses and with limited ACI injection at Allen and Marshall 4. Also based on the
316(b) rule finalized in May 2014, cooling towers are not anticipated to be required. An
example of the impact of SACE and Sierra Club's inclusion of baghouses, ACI and
cooling towers is the overstatement of more than $1 Billion (in $2012) in environmental
compliance costs for DEC's Belews Creek Steam Station alone. Accordingly, DEC and
DEP argue that SACE and Sierra Club's assumptions regarding future environmental
costs for the Companies’ are invalid and their resulting conclusions must be
disregarded.

The Commission is satisfied with the responses of DEC and DEP to the issues
raised by SACE and Sierra Club.

DNCP Responses

Public Staff Issues

In its May 23, 2014 reply comments, DNCP stated that it agrees to most of the
Public Staff's recommendations as they relate to the company. DNCP did, however,
provide specific responses to six of the Public Staff's recommendations.

A. Biomass Conversions
The Public Staff noted that conversion of the Hopewell, Altavista, and
Southampton Coal Stations to biomass-fueled facilities was scheduled to be

implemented before the end of 2013. The Public Staff sought confirmation that these
conversions were, in fact, completed during 2013. DNCP, in its reply comments, stated
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that it completed conversion of the above-referenced facilities to biomass on the
following schedule:

Plant Commercial Operation Date
Altavista 7/12/2013

Hopewell 10/18/2013
Southampton 11/28/2013

B. Extending Future Planning Period to 20 Years

The Public Staff recommended that "the planning period for future IRPs that
foresee substantial nuclear retirements be at least 20 years." DNCP currently uses a
25-year Study Period (e.g., 2014-2038 in the 2013 Plan) and displays text, numbers,
and appendices for a 15-year Planning Period (e.g., 2014-2028 in the current 2013
Plan). As explained in the 2013 Plan, the Company's customers today benefit
substantially from the Company's prior investments in the four nuclear units, at North
Anna and Surry, and the Company is mindful of the scheduled license expirations of
these units between 2032 and 2040. However, DNCP notes that Commission Rule R8-
60(c) and (h) direct the Company to present its IRP using a 15-year planning period.
Further, the Company notes that its odd-year Virginia IRP filing is based on a 15-year
Planning Period, and is filed pursuant to Va. Code8 56-592 et seq. and the Virginia
State Corporation Commission's Integrated Resource Planning Guidelines. The
Company prefers to maintain consistency between the North Carolina and Virginia IRP
filings (which both require 15-year planning periods) and, therefore, disagrees with
presenting the IRP based on a 20-year planning period. However, upon request during
discovery, the Company will provide the Public Staff with all the requisite information
contained in the 25-year Study Period analysis, which should provide the Public Staff
with the information sought.

The Commission is satisfied with the IOU’s current 15-year planning periods.
However, the IOU’s should always supply additional forward looking comments in their
IRPs when warranted to provide adequate background concerning critical infrastructure
decisionmaking.

C. Quantifying Fuel Diversity Value

The Public Staff recommends that the utilities "continue to develop methods of
guantifying the benefits of fuel diversity” and requests the utilities provide detailed
support in future IRPs if a utility selects a fuel diversity plan over a plan that is otherwise
lower in costs. Specifically, the Public Staff requests the utilities develop a "metric to
quantify the value of diverse generation portfolios" such as the present value revenue
requirement (PVRR) method.

DNCP noted that its 2013 Plan does not select its Fuel Diversity Plan over the
least cost Base Plan. Instead, the Company recommends a path forward based upon
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the least-cost Base Plan, while concurrently continuing forward with reasonable
development efforts of the additional resources identified in the Fuel Diversity Plan. As
with any strategic plan, the Company will update its future Plans to incorporate new
information as it becomes known.

In response to the Public Staff’'s specific recommendation to establish metrics to
quantify the benefits of fuel diversity, DNCP agrees that more purposefully assessing
the benefits of fuel diversity in future planning processes is a reasonable goal. Fuel
diversity considerations represent increasingly important risk trade-offs between
generally higher long-term operating cost risks under the Base Plan versus higher
near-term project development cost risks under the Fuel Diversity Plan. The importance
of quantifying this risk trade-off also increases as the percentage of gas-fired generation
selected as the least- cost option in the Company's Base Plan trends higher. The
Company agrees to further analyze this risk-trade off and to develop potential metrics to
guantify the benefits of fuel diversity prior to filing its 2015 IRP update filing. The
Company is also willing to work with the Public Staff in the coming months to develop
appropriate analytical metrics that allow for quantification of the benefits of fuel diversity.

DNCP does, however, disagree with the Public Staff’s further recommendation
that PVRR should be used to represent the value of fuel diversity in the Company's
future Plans. While the Public Staff's comments suggest that it has "no clear preferred
method" to quantify fuel diversity at this time, this methodological ambivalence quickly
transitions into a recommendation that the utilities graph PVRR for their resource
portfolios by various scenarios similar to the Tennessee Valley Authority's (TVA)
approach in its March 2011 IRP. The Company has reviewed the TVA approach to
graphing PVRR, and would submit that this approach provides little additional value in
assessing the risk of a given portfolio. Cost risk is assessed based on how a given
portfolio performs relative to a base case under a series of scenarios and sensitivity
cases. This is precisely what is reflected in the 2013 Plan. What is important is the
difference between the base case PVRR cost and the PVRR of the scenario or
sensitivity case in question. The absolute value PVRR in and of itself offers little relative
insight.

DNCP also disagrees with the Public Staff's related recommendation that the
utilities should estimate the annual rate impacts of their various plans over the life of the
planned resource additions. While an estimate of annual rate impacts of resource
additions on a levelized per kwh basis may provide some understanding of ratepayer
impacts, the Company believes this value would be limited in comparison to the way bill
impacts are provided in base rate, fuel, DSM and other ratemaking proceedings. In
addition, the Company is concerned that such an additional requirement may be a
source of confusion for customers since DNCP is not asking for actual cost recovery in
the IRP proceeding.

In sum, while the Company disagrees with the Public Staff's specific

recommendation to follow TVA's approach to presenting PVRR in analyzing its future
Plans, the Company does agree in principle that quantifying the benefits of fuel diversity
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in its future Plans is of increasing importance and commits to provide appropriate
metrics to show this analysis in its 2015 IRP update filing.

The Commission is satisfied with DNCP’s response.
D. Anticipating Environmental Regulatory Constraints Impacting Planning

The Public Staff recommends that the 2014 and future IRPs “include an
economic analysis of the costs of compliance with pending environmental regulations,
both individually and in combinations, and an environmental compliance scenario that
includes reasonable assumptions regarding the costs of compliance." The Company
would like to clarify that its 2013 Plan (and prior Plans) do, in fact, consider both
"effective and anticipated U.S. Environmental Protection Agency (EPA) regulations
concerning air, water, and solid waste constituents." DNCP’s planning process not only
evaluates the risks associated with effective and anticipated EPA regulations, but also
analyzes the cost of compliance with anticipated environmental regulations in
developing all of its planning scenarios. Section 3.1.3 of the Company's 2013 Plan
recognizes the effective and anticipated EPA regulations that DNCP considered in
developing its Plan (as set forth in DNCP's Figure 3.1.3.1 cited to on page 68 of the
Public Staff's comments). The Company's 2013 Plan then noted that the Company's
2012 Plan comprehensively reviewed and analyzed the costs to retrofit units with new
environmental control equipment, repower units to natural gas, convert units to burn
biomass as a fuel source, or retire the units from service. DNCP's 2013 Plan remains
largely unchanged compared to its 2012 Plan regarding the costs of retrofitting,
repowering, and retiring units affected by EPA regulations. However, the Company's
Plan does update expected installation of environmental controls on Yorktown 3 and
Possum Point 5, which have been delayed and will both be implemented in 2018.

As the foregoing shows, the potential economic impacts of both effective and
anticipated EPA regulations on DNCP’s current generating units and future planning
scenarios are fully considered in the Company's planning process. The Company will
continue to take this approach and will continue to provide the economic analysis
through discovery supporting its planning scenarios to the Public Staff in the future.
This includes the reasonably anticipated and quantifiable cost of ensuring its current
generating unit options as well as planned resource options can comply with anticipated
environmental regulations. The Company does, however, note that the focus of its
planning process is on "resource planning”- meaning evaluating prudent and least- cost
supply-side and demand-side resources available to reliably serve its customers- and is
not designed to solely develop cost estimates of compliance with prospective individual
environmental regulations.

Based on the foregoing, DNCP will continue its comprehensive approach to
evaluate the cost of current and anticipated EPA regulatory compliance in its future
resource planning process and urges denial of the Public Staff's recommendation as
unnecessary.
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The Commission finds that no further action is required.
E. Inclusion of Decommissioning Costs

The Public Staff recommends that the utilities "include the decommissioning
costs associated with each resource type, including coal, nuclear, natural gas, and
renewable resources in one or more of the scenarios evaluated." DNCP generally
agrees that inclusion of material decommissioning costs in the development of its future
resource plans is reasonable where such decommissioning costs are currently
guantifiable and not de minimis. In its ongoing development of its 2014 Plan, the
Company plans to recognize decommissioning costs associated with potential new
nuclear, offshore wind, and onshore wind resources included in that Plan, as those
resource options present quantifiable and non-de minimis decommissioning costs.
Other future resource options including coal, natural gas, and solar/non-wind
renewables are projected to be "decommissioned-in-place,” and are not currently
expected to cause material decommissioning costs in substantial excess of potential
salvage value of the unit at the time of unit shut down. DNCP will continue to evaluate
all future resource options to assess whether material decommissioning costs should be
recognized in future Plans.

The Commission is satisfied with DNCP’s response to this issue.
F. Stakeholder Participation and Streamlining IRP Update Process

The Public Staff makes recommendations about how the IRP process could be
improved. First, the Public Staff suggests that the Commission solicit comments from
the parties regarding changes to the IRP process to make it more "robust and
meaningful." Second, the Public Staff advocates allowing stakeholder input prior to
development of the IRPs by the utilities. Finally, the Public Staff suggests the
Commission may wish to consider issuing expedited rulings on key inputs and
assumptions to be included in the next IRP filing to be made by September 1, 2014.

In response to the Public Staff’s first suggestion, DNCP noted that the current
IRP process was established through revisions to Rule RS-60 approved on
July 11, 2007 and reflected a consensus between the Public Staff, the utilities, and
numerous other stakeholders regarding the structure of the revised IRP rule and
process. The Company would welcome the opportunity to comment on the IRP process
with any eye towards streamlining the IRP update in North Carolina (the odd-year filing)
to make it less burdensome on the Company. DNCP noted that its resource planning
process is an ongoing process designed to meet its biennial resource planning
responsibilities in both Virginia and North Carolina. Because, by statute, the Company's
IRP filing in Virginia is due on September 1 of each odd year, a streamlined update
proceeding in North Carolina while the Company is supporting a fully-litigated
proceeding in Virginia would help maximize and conserve the Company's planning
resources.
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Regarding stakeholder participation in the development of the Company's IRP,
DNCP does not believe a "North Carolina-wide" stakeholder process is necessary or
would benefit each of the utilities mandated to separately develop their own resource
plan to serve its customers' future electricity needs. Development of DNCP's IRP is
obviously a distinct process from DEC's or DEP's planning process. That said, the
Company does not oppose allowing up front input into its own resource planning
process arid, in fact, has had a stakeholder review process (SRP) in place in Virginia for
several years. The Public Staff, Southern Environmental Law Center, Sierra Club and
others routinely participate in the SRP and this forum could be made to be open to other
interested parties from North Carolina as well.

Finally, regarding the Public Staff's recommendation that the Commission
consider expedited rulings mandating the Utilities include "key inputs and assumptions”
in their 2014 Plans, the Company has already began its 2014 Plan development
process and is concerned that any ruling that is entered now by the Commission will not
be able to be implemented in time for the 2014 Plan filing. Therefore, DNCP
recommends the more prudent course is for the Commission to give due consideration
to all the recommendations and comments received and issue a comprehensive ruling
in due course that the Utilities can incorporate into their 2015 Plan filings.

The Commission’s response to this IRP streamlining issue was discussed in the
DEC/DEP comments section.

NCSEA Issues

A. Relationship to Avoided Cost Proceeding

DNCP, in its reply comments, argued that NCSEA's request for a "Commission
endorsement” of “consistency across proceedings,” iS not necessary or appropriate.
While the Company generally agrees that reasonable consistency is a laudable purpose
and, in most instances, is appropriate, a formal statement such as NCSEA requests
would ignore the distinct purposes of biennial avoided cost proceedings as opposed to
IRP proceedings. Moreover, such a statement would unnecessarily restrict the utilities
in developing their IRPs and avoided cost rates such that they could not account for
those instances when consistency is either not possible or not reasonable under the
circumstances. Finally, given that NCSEA and any other party may challenge IRP data
inputs and avoided cost rates in their respective proceedings, it is unnecessary for the
Commission to take this step.

DNCP further commented that, as NCSEA noted, the Commission has already
rejected arguments similar to those made by NCSEA here. In its May 30, 2013 Order in
DEP's 2012 general rate case, the Commission recognized that its responsibilities
under the Public Utility Regulatory Policies Act of 1978 (PURPA) to set the utilities'
avoided costs are functionally distinct from its ratemaking functions under Chapter 62.
DNCP submits that the Commission's statutory resource planning process is also
functionally distinct from the PURPA avoided cost rate-setting process. This is because
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the precision required to ensure the Utilities are meeting PURPA's goals of promoting
the development of small power producers is fundamentally different than the
Commission's oversight of long-term resource planning. Under PURPA, the
Commission is prohibited from directing the utilities to pay QFs more than avoided cost.
Recognizing the great importance and highly technical nature of this determination, the
NCUC has initiated the 2014 avoided cost proceeding in Docket No. E-100, Sub 140, to
consider whether refinements to the methodologies and calculations underlying the
utilities' avoided costs are needed. In contrast to the mandated precision required to
develop the utilities current avoided costs and promote efficient QF development, the
Commission's long-term resource planning process is an evolving and dynamic process
focused on the "probable future" generating needs of the State. Given the substantially
different purposes of these two proceedings, while similar inputs may be used, where
appropriate, to develop the utilities' avoided cost rates as are used in resource planning
proceedings, justifiably reasonable differences may exist between the data used in the
IRP proceeding and in the avoided cost proceedings.

For example, DNCP points out that an after-the-fact discovery of error or a
demonstrated change in circumstances from those contemplated during the preparation
of an IRP may result in the inputs and assumptions used for the IRP to be inappropriate
for use in a utility's determination of avoided cost rates. NCSEA's proposal would result
in utilities being unable to account for such changes and could result in inaccurate and
potentially unlawfully excessive avoided cost rates.

In addition to being inappropriate, DNCP argues that no preemptory Commission
endorsement of consistency is needed. If NCSEA or any other party concludes that
data inputs used in either an IRP proceeding or an avoided cost proceeding are
unreasonable, it would assuredly have a full and fair opportunity within the context of
that specific proceeding to challenge the reasonableness of the IRP or avoided cost
data for ultimate resolution by the Commission.

The Commission appreciates NCSEA's comments concerning consistency
across multiple Commission proceedings. The Commission agrees that such
consistency, where feasible, can be helpful in understanding components of multiple
proceedings when the components remain static. However, the timing of the
Commission's proceedings varies, and that variance can cause facts and projections to
change from one proceeding to another. That point is often illustrated by the two
proceedings that NCSEA used as an example, the IRP and the biennial avoided cost
dockets. In particular, NCSEA cited the assumptions and projections made by the
utilities regarding CT costs and capacity needs.

In the present docket, the utilities filed their IRPs in October 2013. On the other
hand, the utilities’ testimony in the current avoided cost docket, E-100, Sub 140, was
not filed until April 2014. Assumptions and projections about material facts, including CT
costs and capacity needs, can change over the span of several months. The
Commission endorses consistency in information and projections across multiple

44



proceedings, where appropriate. But more importantly, the Commission endorses the
use of timely and accurate information in all proceedings.

B. Policy Landscape Assumptions

NCSEA recommends that the utilities "be required to concisely list in one place in
its filed plan all of the key policy assumptions which underlie its "base case or
recommended plan.” DNCP respectfully responds that the policy and other assumptions
underlying its 2013 Plan are already appropriately set forth in the Introduction and
Chapter 1 Executive Summary and then articulated in greater detail throughout the
remainder of its 2013 Plan. The Company's development of its 2013 Plan is fully
consistent with the Commission's prior direction and the requirements of Rule R8-60(b).
Unless a more precise explanation would assist the Commission in satisfying its
statutory obligation to report to the Governor and the General Assembly, DNCP submits
that nothing further or different should be required in presenting its future Plans.

The Commission finds that no changes are required at this time.
C. Customer Data Access

NCSEA notes that the Commission could encourage data access for the benefit
of DNCP's customers by requiring the Company to make its data access form available
electronically. The Company is working to make this form available electronically in the
near future.

D. Request for Historical REPS Plan Review Certification

NCSEA recommends that each of the utilities be obligated to submit a letter
verifying that they have reviewed their 2009 REPS Plan and then to include in future
REPS compliance plans a certification that the historical review has been conducted.
While the Company is not necessarily opposed to this requirement in its future plans,
DNCP's cover letter submitting its 2013 Plan (in which the Company's 2013 REPS Plan
was filed as NC Addendum 1) stated:

In accordance with Ordering Paragraph (3) of the Commission's
June 3, 2013 Order Granting in Part and Denying in Part Motion for
Disclosure, the Company has reviewed its 2009 REPS Compliance
Plan filed in Docket No. E-100, Sub 124, and, as no information
contained in that filing was designated confidential qualifying as
"trade secret" under N.C.G.S. 8§ 66-52(3), there is no information to
disclose as no longer requiring such designation.

DNCP has satisfied the Commission's prior direction from the above-referenced Order,

and will continue to do so. Therefore, this recommendation for a specific certification is
unnecessary. The Commission agrees with DNCP.
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MAREC lIssue

Proposed Competitive Renewables Solicitation

MAREC advocates that the Commission should obligate the utilities to engage in
a competitive solicitation for new renewables to satisfy their REPS obligations. DNCP
disagrees. First, DNCP does not require in-state RECs to meet its REPS obligation.
Second, the Commission's resource planning process pursuant to G.S. 62-110.1(c) is
not designed to "alter a given utility's operations" but, instead, should resemble "a
legislative hearing, wherein a legislative committee gathers facts and opinions so that
informed decisions may be made at a later time." Thus, MAREC's recommendation to
mandate a competitive solicitation for renewables should be rejected as unnecessary
and outside the scope of this proceeding. The Commission agrees with DNCP.

IT IS, THEREFORE, ORDERED, as follows:

1. That this Order shall be adopted as part of the Commission’s current
analysis and plan for the expansion of facilities to meet future requirements for
electricity for North Carolina pursuant to G.S. 62-110.1(c).

2. That the I0Us’ 15-year forecasts of native load requirements and other
system capacity or firm energy obligations, supply-side and demand-side resources
expected to satisfy those loads, and reserve margins are reasonable and are hereby
approved.

3. That the 2013 REPS compliance plans filed in this proceeding by the IOUs
are hereby approved.

4. That future IRP filings by all IOUs shall continue to include a detailed
explanation of the basis and justification for the appropriateness of the level of the
respective utility’s projected reserve margins.

5. That future IRP filings by all IOUs shall continue to include a copy of the
most recently completed FERC Form 715, including all attachments and exhibits.

6. That future IRP filings by all IOUs shall continue to: (1) provide the amount
of load and projected load growth for each wholesale customer under contract on a
year-by-year basis through the terms of the current contract, segregate actual and
projected growth rates of retail and wholesale loads, and explain any difference in
actual and projected growth rates between retail and wholesale loads, and (2) for any
amount of undesignated load, detail each potential customer’s current supply
arrangements and explain the basis for the utility’s reasonable expectation for serving
each such customer.

7. That the 10Us should continue to monitor and report any changes of more
than 10% in the energy and capacity savings derived from DSM and EE between
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successive IRPs, and evaluate and discuss any changes on a program-specific basis.
Any issues impacting program deployment should be thoroughly explained and
qguantified in future IRPs.

8. That each 10U shall continue to include a discussion of the status of EE
market potential studies or updates in their future IRPs.

9. That all IOUs shall include in future IRPs a full discussion of the drivers of
each customer class’ load forecast, including new or changed demand of a particular
sector or sub-group.

10. That pursuant to the Regulatory Conditions imposed in the Merger Order
DEC and DEP shall continue to pursue least-cost integrated resource planning and file
separate IRPs until otherwise required or allowed to do so by Commission order, or until
a combination of the utilities is approved by the Commission.

11. That DEC shall continue to provide updates in future IRPs regarding its
obligations related to the Cliffside Unit 6 air permit.

12. That the Cliffside Unit 6 Carbon Neutrality Plan filed by DEC is approved
as a reasonable path for DEC’s compliance with the carbon emission reduction
standards of the air quality permit; provided, however, this approval does not constitute
Commission approval of individual specific activities or expenditures for any activities
shown in the Plan.

13. That to the extent an IOU selects a preferred resource scenario based on
fuel diversity, the IOU should provide additional support for its decision based on the
costs and benefits of alternatives to achieve the same goals.

14.  That future IRP filings by DEP and DEC shall provide information on the
number, resource type and total capacity of the facilities currently within the respective
utility’s interconnection queue as well as a discussion of how the potential QF
purchases would affect the utility’s long-range energy and capacity needs.

15. That, consistent with the Commission’s May 7, 2013 Order in Docket

No. M-100, Sub 135, the 10Us shall include with their 2014 IRP submittals verified
testimony addressing natural gas issues, as detailed in the body of that Order.
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16. That NC WARN's motion for an evidentiary hearing shall be, and is
hereby, denied.

ISSUED BY ORDER OF THE COMMISSION.
Thisthe 30"  day of June, 2014.

NORTH CAROLINA UTILITIES COMMISSION

Toge £ Tnoveie

Paige J. Morris, Deputy Clerk
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