UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

In the Matter of )
Practices Leading to Excess Capacity and Waste ) Docket No.
by Duke Energy Carolinas and Duke Energy Progress )

RULE 206 COMPLAINT AND PETITION FOR INVESTIGATION BY NC WARN

PURSUANT TO 18 C.F.R. § 385.206, Rule 206 of the Commission’s Rules of Practice and
Procedure, now comes the North Carolina Waste Awareness and Reduction Network, Inc. (“NC
WARN?”), through the undersigned attorney, with a complaint and petition for investigation of
the practices of Duke Energy Carolinas (“DEC”) and Duke Energy Progress (“DEP”) (together
“Duke Energy”) that lead to excess capacity and waste. As part of this complaint and petition,
NC WARN moves that the Commission hold an investigatory hearing in Raleigh, North
Carolina, to receive testimony and evidence.

All correspondence may be directed to the undersigned attorney.

SUMMARY OF ARGUMENT.

1. After the merger between Duke Energy and Progress Energy in 2012, the combined Duke
Energy provides directly or through municipalities and electric cooperatives more than
95% of the electricity in North Carolina.

2. Duke Energy manipulates the electricity market by constructing costly and unneeded

generation facilities, directly leading to generating capacity far above what is reasonable



or necessary to meet demand. This practice leads to customer rates that are unjust and
unreasonable.

3. Duke Energy has failed to adequately comply with the Commission Order No. 1000 and
related the Commission orders and policies by not effectively connecting its transmission
system with neighboring utilities, such as Dominion Power, the Southern Company and
the Tennessee Valley Authority (“TVA”), which also have capacity in excess of planned
reserve margins.

4. The excess capacity throughout the Southeast region can and should be used among the
various utilities to supplement each other’s generation requirements, rather than to
duplicate the waste of unneeded or underutilized generation.

5. Duke Energy’s excess capacity in North Carolina is not an anomaly but is apparent in
Duke Energy’s other state jurisdictions, especially in Florida.

6. Duke Energy’s plan for unrealistic future growth leads to unnecessary, and expensive,
generating plants, and as a result, even more excess capacity.

7. NC WARN is requesting an investigation of Duke Energy’s practices and the potential
benefits of it entering into a regional transmission organization (“RTO”).

8. NC WARN is requesting the Commission to force Duke Energy to purchase power from
other utilities rather than construct wasteful and redundant power plants.

In further support of the complaint and petition is the following:

A. THE PARTIES.

NC WARN is a not-for-profit corporation under North Carolina law, with approximately

1000 individual members and families across North Carolina, most of whom are customers of



Duke Energy in North Carolina. NC WARN’s purpose is to confront the accelerating crisis
posed by climate change by challenging Duke Energy practices and at the same time, working
for a swift North Carolina transition to energy efficiency and clean power generation. NC
WARN partners with other citizen groups and uses sound scientific research to inform and
involve the public on important energy issues. Its address is NC WARN, Post Office Box 61051,
Durham, North Carolina 27715-1051.

DEC and DEP (formerly Progress Energy) are electric utilities operating generation,
transmission and distribution facilities in North and South Carolina service areas. The two
utilities have been merged since 2012 and their holding company, Duke Energy, also has service
areas in Florida, Ohio, Indiana and Kentucky. See Orders in the Commission Docket No. EC11-
60-000: Duke Energy Corp. and Progress Energy, Inc., 136 the Commission § 61,245 (2011)
(Merger Order); and Duke Energy Corp. and Progress Energy, Inc., 137 the Commission

61,210 (2011) (Merger Compliance Order).

B. PRESENTATION OF LEGAL AND FACTUAL ISSUES.

I. DUKE ENERGY’S MANIPULATION OF THE MARKET FAILS TO PROTECT
ITS CUSTOMERS.

Duke Energy is a regulated monopoly pursuant to North Carolina law that provides
directly or through sales to municipalities and electric cooperatives more than 95% of the
electricity in North Carolina. It manipulates the electricity market by constructing costly and
unneeded generation facilities leading to generating capacity far above a reasonable reserve

margin. This leads to customer rates that are unjust and unreasonable.



Duke Energy has failed to adequately comply with Commission Order No. 1000 and
related Commission orders and policies by not effectively connecting its transmission system
with neighboring utilities, such as Dominion Power, the Southern Company and the TVA, which
also have capacity in excess of planned reserve margins. The excess capacity throughout the
Southeast region can and should be used among the various utilities to supplement each other’s
generation requirements, rather than to duplicate the waste of unneeded or underutilized
generation. Duke Energy’s excess and redundant capacity in North Carolina is not an anomaly
but is apparent in Duke Energy’s other state jurisdictions, especially in Florida.

The excess capacity within the Duke Energy territory, as well as in the entire Southeast is
demonstrated in the North American Electric Reliability Corporation’s (“NERC”) “2014

Summer Reliability Assessment.”*

NERC defines reserve margins as “unused generating
capacity at the time of peak load as a percentage of expected peak demand,” and encourages
utilities to plan for adequate reserve margins, especially during peak periods. The attached
summary of the study, “NERC’s Summer Reliability Assessment highlights regional electricity
capacity margins,” shows excess capacity throughout the SERC Reliability Corporation.
ATTACHMENT A. In the study, SERC-East (the Carolinas) had reserve capacity during peak
periods of 24%; SERC-North (primarily TVA), 26%; and SERC Southeast (primarily Georgia
and Alabama), 37%. The separate Florida Reliability Coordinating Council had reserve capacity
of 29%. The resulting total for Southeast is much greater than the NRC reference margin of
14.8%.

The ongoing failure to reduce excess capacity through transmission and generation

planning and cost allocation leads to waste and unreasonable and unjust rates, most of which is

caused directly by new plant construction. Duke Energy has received authorization from South

L www.nerc.com/pa/RAPA/ra/Reliability%20Assessments%20DL/2014SRA.pdf



http://www.nerc.com/pa/RAPA/ra/Reliability%20Assessments%20DL/2014SRA.pdf

Carolina to construct a 750 MW combined cycle generating plant near Anderson, South
Carolina. SC PSC Docket No. 2013-392-E. As demonstrated in its annual integrated resource
plans (“IRPs”) for DEC and DEP, Duke Energy intends to construct 2,234 MW of new nuclear
units in 2024 and 2028, and additional 5,048 MW of natural gas plants beginning in 2020. NC
Utilities Commission (“NCUC”) Docket No. E-100, Sub 141.2 Recently, a 475-MW merchant
natural gas plant was granted a certificate of public convenience and necessity in Duke Energy’s
North Carolina jurisdiction. NCUC Docket No. EMP-76, Sub 0. Similarly, surrounding utilities
have new units planned or currently under construction. Most notably are the new nuclear
reactors under construction, Plant VVogtle in Georgia by the Southern Company and the Summer
Nuclear Generating Station by South Carolina Electric & Gas and others.

There are no compelling reasons why each utility should continue to construct new
generation without looking at mutual purchasing agreements. Duke Energy is only able to
implement such wasteful practices in North Carolina because it has a monopoly service area
covering almost all of the state. Rather than investigating regional strategies, Duke Energy
continues to plan for new generating plants. In its IRPs, Duke Energy is planning on purchasing
only .2% of its capacity needs in 2029 (down from the current 3%). ATTACHMENT B. This is
directly counter to Commission directives in Order No. 1000 and other orders demonstrating the
benefits of regional strategies and utility efforts.

If peak needs were met by interconnecting and sharing power instead of building plants,
the customers would save money. Duke Energy and the other Southeast utilities have been
summer peaking utilities and most of their planning is for generating capacity to meet summer

peak. A review of Duke Energy’s projected reserve margins shows excess reserve capacity for

2 Available at www.ncuc.net “docket portal” “docket search” Docket “E-100, Sub 141,” filed on
September 14, 2014.
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both DEC and DEP. In its IRPs, Duke Energy forecasts 1.5% annual growth for both utilities
and, given the additional generating facilities planned for, reserve margins for DEC range from
15% to 22.7% for summer peak (and 19.4% to 25.7% for winter peak), with DEP 15.2% to
21.1% for summer peak (and 22.1 to 31.7% for winter peak).>* ATTACHMENT C.

Moreover, when the only strategy a utility has is to construct more generating units to
meet the summer demand, its new and existing plants may be idle a major part of the year. The
result of this practice is the excess reserve capacity during the shoulder months is high, and the
off-peak periods even higher. Using average monthly peaks taken from U.S. Energy Information
Administration (“EIA”) Form-714 for the shoulder months of April, May, October and
November, DEC’s average reserve capacity during peak is 40.6%, while DEP’s is 36% and for
several of these shoulder months, more than 50% of the available capacity was not needed.*

It should be emphasized that the reserves Duke Energy has determined to be necessary
are based on a 1.5% annual growth rate, which flies in the face of flat growth over the last
decade and growth projections from other sources. Using a robust, and possibly unattainable,
growth rate of 0.5% as a conservative measure, the reserve margins for Duke Energy are far in
excess of what is required given the utility’s present construction plans. Over the fifteen-year
IRP planning horizon under a growth rate of 0.5%, DEC’s excess capacity for summer peak
ranges from 16.38% to 32.91%, with DEP from 22.88% to 34.96%.

The most recent growth projections by the EIA and the American Council for an Energy-

Efficient Economy (“ACEEE”) show that electricity sales have stagnated in recent years, and

® Reserve margins calculated reforecasting utilities’ projected adjusted peak demand beyond 2015 at a
rate of 0.5%, subtracting adjusted peak demand from cumulative capacity incl. demand-side management,
divided by generating capacity.

* Data from FERC form 714, Part 2, Schedules 2 and 3. Reserve margins calculated subtracting peak
demand from total capability, divided by total capability. www.ferc.gov/docs-filing/forms/form-
714/overview.asp
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consumption has declined in some sectors.” During 2013, EIA estimates the average U.S.
residential customer used 2.2% less electricity 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.” Another recognized source for energy forecasts,
the ACEEE projects a zero or potential negative growth future for utilities.® According to the
ACEEE report, electricity sales fell by 1.9% in 2012 over sales in 2007, and sales in the first ten
months of 2013 have fallen even lower. While the economic recession explains the decline in
sales in 2008 and 2009, it is much less clear why sales have continued to fall. Both the EIA and
the ACEEE suggest long-term trends in energy efficiency have successfully reduced
consumption.

NC WARN would also be remiss if it did not add that another viable, and cost-effective,
alternative to building new generating plants for summer peak is solar energy. In its updated
analysis of the Duke Energy IRPs, NC WARN discussed the declining costs of solar and how it
is readily available to meet summer demand.” ATTACHMENT D. Purchases from other utilities,
with a strong renewable energy component, are major components of a responsible energy
future.

Lastly, the problem of unreasonable rates in North Carolina is further compounded by
using the load during the summer peak to allocate costs. Recent Duke Energy rate cases have
used the summer coincident peak method (also referred to as the 1CP method) to allocate costs

so the costs of plants built for peaking reserve are shouldered by residential and small business

® EIA, “Short-term Energy Outlook report,” January 7, 2014; available at
www.eia.gov/forecasts/steo/report/electricity.cfm

® ACEEE, “Why is Electricity Use No Longer Growing?” February 2014. Available at
http://aceee.org/files/pdf/white-paper/low-electricity-use.pdf

" Report and previous annual updates are available at www.ncwarn.org/responsible-energy-future/
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customers who have high peak demand, but do not need the high load during the rest of the year.

NCUC Dockets Nos. E-7, Sub 1026 (DEC) and E-2, Sub 1023 (DEP).

Il. THE COMMISSION IS AUTHORIZED TO INVESTIGATE AND TAKE OTHER
ACTIONS TO PROTECT CUSTOMERS.

Pursuant to section 205 of the Federal Power Act (“FPA”), the purpose of regulatory
reform by the Commission is to ensure that rates, terms and conditions of transmission and sales
for resale in interstate commerce by public utilities are just, reasonable and not unduly
discriminatory or preferential. 16 U.S.C. 824d. Sections 205 and 206 of the FPA allow the
Commission to restructure the electricity industry to foster competition and reduce unfair and
unreasonable rates. 16 U.S.C. 824d and 824e.

Pursuant to section 202(a) of the FPA, the Commission is mandated to promote and
encourage regional strategies for the voluntary interconnection and coordination of transmission
facilities by public utilities and non-public utilities for the purpose of assuring an abundant
supply of electric energy throughout the United States with the greatest possible economy. 16
U.S.C. 824a(a), the Commission’s overall mission then is to assist consumers in obtaining
reliable, efficient and sustainable energy services at a reasonable cost through appropriate
regulatory and market means. Fulfilling this mission involves pursuing two primary goals:

1. Ensure that rates, terms and conditions are just, reasonable and not unduly

discriminatory or preferential.

2. Promote the development of safe, reliable and efficient energy infrastructure that

serves the public interest.



The prevention of market manipulation is in the public interest, and the Commission has
determined that the creation of regional cooperation between utilities operating with
transparency is the primary method to do so. Specifically, Section 202a of FPA authorizes the
Commission to "divide the country into regional districts for the voluntary interconnection and
coordination of facilities for the generation, transmission, and sale of electric energy.” 16 U.S.C.
824a(a); Order No. 2000, p. 131.

In 1999, as part of the federal efforts to restructure the electricity industry, the
Commission began encouraging the formation of ISOs and RTOs. The Government
Accountability Office (“GAQO”) issued a report in 2008, “The Commission Could Take
Additional Steps to Analyze Regional Transmission Organizations’ Benefits and Performance,”
recommending that the Commission develop standardized measures or metrics to track the
performance of Independent System Operators (“1SOs”) and RTO operations and markets.® In
response, the Commission conducted a stakeholder process to examine ISO/RTO benefits and
through its strategic planning process formalized its recommendations and performance metrics.’

ISOs first grew out of Orders Nos. 888/889 where the Commission suggested the concept
of an 1SO as one way for existing tight power pools to satisfy the requirement of providing non-
discriminatory access to transmission. Subsequently, in Order No. 2000, the Commission
encouraged the voluntary formation of RTOs to administer the transmission grid on a regional
basis throughout North America. Order No. 2000 delineated characteristics and functions that an

entity must satisfy in order to become a RTO. In Order No. 2000, the Commission encouraged

the voluntary formation of RTOs to operate the electric transmission grid and to create organized

& www.ferc.gov/industries/electric/indus-act/rto/gao-report.pdf (GAO-08-987; September 2008).

® Federal Energy Regulatory Commission, “The Strategic Plan: FY 2009-2014” (rev. March 2013);
www.ferc.gov/about/strat-docs/FY-09-14-strat-plan-print.pdf
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wholesale electric markets. The development of RTOs and modified market structures was
aimed at increasing the efficiency of wholesale electric market operations and increasing non-
discriminatory access to the transmission grid. The Commission mandated that RTOs be
independent from market participants, fairly exercising operational authority over all
transmission facilities under their control. ™

In its Order No. 1000, the Commission states that its “goal is to promote efficiency in
wholesale electricity markets and to ensure that electricity consumers pay the lowest price
possible for reliable service.” FERC Docket No. RM99-2-000, December 20, 1999. In order to
do this, the Commission’s two-pronged initiatives are competitive markets and regional
strategies. RTOs are seen as the key as “appropriate regional transmission institutions could: (1)
improve efficiencies in transmission grid management; (2) improve grid reliability; (3) remove
remaining opportunities for discriminatory transmission practices; (4) improve market
performance; and (5) facilitate lighter handed regulation.” The expressed benefits of an RTO are:
(1) increased efficiency of management of the grid; (2) improved market performance; (3);
eliminates of opportunities for discriminatory practices; (4) allows for lighter government
regulation; and (5) improved grid reliability.

In their comments on Order No. 2000, the vertically integrated utilities in regulated
states, such as Duke Energy, disagreed with these benefits, saying that they are taking measures
within their own system to make improvements, that government mandates should not come in
and interrupt that process, and there is no conclusive data that RTOs provide said benefits. Order
No. 2000, p. 73.

The Commission disagreed and concluded that RTOs would have universal benefits

including increased efficiency, improved congestion management, more accurate estimates of

' 1bid.
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ATC, better management of parallel path flows, more efficient planning for transmission and
generation investments, increased coordination between state regulatory agencies, reduced
transaction costs, more successful retail access programs, facilitation of the development of
environmentally preferred generation, improved grid reliability, and fewer opportunities for
discriminatory transmission practices. Order No. 2000, p. 89. These would lead to efficiencies in
the transmission grid and improve market performance, leading to lower prices for customers.

In its initial analysis of the annual benefits of RTO development, the Commission
determined there would be savings in the range of $2.4 to $5.1 billion per year, or 1.1% to 2.4%
of the costs for the total US power industry. The Commission also found that based on observed
costs of RTO or 1SO formations, most of the costs are incurred during start up and are not
ongoing. As a result, it is highly unlikely that the costs of forming an RTO outweigh the ongoing
benefits. Order No. 2000, pp. 94-96. The benefits also continue for decades, and new smart grid
and storage technologies will only increase the benefits.

In December 2013, the Entergy Utilities (Arkansas, Mississippi, Texas, Louisiana)
completed its integration into the Midcontinent Independent System Operator (“MISO”). Based
on a study, partly funded by the Commission, Entergy determined that its consumers will save
$1.4 billion over 10 years by joining MISO.™ As noted above, the costs for joining an RTO are
front-loaded, so the net savings will continue and likely increase. This magnitude of likely
savings would be available to Duke Energy, especially in the Carolinas, if it entered into an
RTO. As addressed in this complaint, additional savings are available to customers when excess
capacity is shared and construction of new generating plants is avoided.

In addition, collaborative regional strategies will make compliance with the U.S.

Environmental Protection Agency’s (“EPA”) Clean Power Plan, the Section 111(d) rules, less

1 \www.entergy.com/news room/newsrelease.aspx?NR ID=2617
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expensive.* A recently released study by the RTO PIM shows individual states can reduce the
cost of complying with the proposed EPA 111(d) rules by almost 30% through its collaboration
option.*® This savings would be in addition to the direct benefits of transmission and mutual
purchases.

Order No. 2000 specifically states that "we conclude that the Commission possesses both
general and specific authorities to advance voluntary RTO formation. We also conclude that the
Commission possesses the authority to order RTO participation on a case-by-case basis, if
necessary, to remedy undue discrimination or anticompetitive effects where supported by the
record.” Order No. 2000, p. 142.

The most recent order on RTOs is Order No. 1000. The expressed purpose of that order is
to reform electric transmission planning and cost allocation for public utility transmission
providers. The order builds on the Commission reforms of Order No. 890 and corrects remaining
deficiencies with respect to transmission planning processes and cost allocation methods. The
order establishes three requirements for transmission planning:

1. Each public utility transmission provider must participate in a regional transmission
planning process that satisfies the transmission planning principles of Order No. 890 and
produces a regional transmission plan.

2. Local and regional transmission planning processes must consider transmission needs
driven by public policy requirements established by state or federal laws or regulations.

Each public utility transmission provider must establish procedures to identify

12 \www2.epa.gov/carbon-pollution-standards/clean-power-plan-proposed-rule

13 www.pjm.com/~/media/committees-groups/committees/mc/20141117-webinar/20141117-item-03-
carbon-rule-analysis-presentation.ashx
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transmission needs driven by public policy requirements and evaluate proposed solutions

to those transmission needs.

3. Public utility transmission providers in each pair of neighboring transmission planning
regions must coordinate to determine if there are more efficient or cost-effective solutions
to their mutual transmission needs.

The rule further establishes requirements for transmission cost allocation. The order recognizes
that incumbent transmission providers may rely on regional transmission facilities to satisfy their
reliability needs or service obligations.

Today, RTOs and I1SOs serve roughly two-thirds of all electricity customers in the United
States by providing transmission service, interconnecting new resources to the transmission grid,
and operating organized wholesale electric markets. In recent years, the Commission has issued
dozens of orders implementing reforms to the services provided and the markets operated by
RTOs and I1SOs in an effort to enhance competition and increase efficiency. In its Strategic Plan,
the Commission has committed to addressing various issues, including congestion on the
transmission grid and interconnection queues to increase efficiency and maintain just and
reasonable rates, terms and conditions that are not unduly discriminatory or preferential.

In light of the overcapacity in the Duke Energy service area and in the entire Southeast,
regional transmission facilities may significantly reduce costs, and mandatory participation in an
RTO may be a necessary remedy for undue discrimination or anticompetitive effects. However,
it is apparent from the ongoing excess capacity issues in the Southeast that “voluntary” formation
of RTOs has failed. The failure of voluntary RTOs in the region is directly related to the fact that
the utilities in the region are monopolies regulated by the public service commissions in their

states, or in the case of TVA directly by a governmental agency. By and large, regulated
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monopoly states are less willing to combine resources across state lines due to the utilities’
access to captive ratepayers and influence over state regulators.

Many of the issues in Order 1000 require state public service commission action. For
example, some of the issues raised in Order 1000 were investigated by the NCUC in its Docket
No. E-100, Sub 123. The resulting report, “Investigation of Federal Requirement to Consider
Transmission Ownership by Non-Incumbent Developers,” from October 11, 2012, was
submitted to the North Carolina Governor and General Assembly and primarily expressed
concerns that non-incumbent transmission owners would have the Commission-established
return on equity that could be higher than those established by the NCUC for Duke Energy. The
issues related to the mutual sharing of excess capacity and requiring healthy interconnections

between the utilities were not addressed.

COMPLIANCE WITH RULE 206.

To the extent the argument above does not address the requirements for a Rule 206
complaint, NC WARN offers the following:

A. Description of Alleged Violation and Quantification of Impact or Burden — 18
C.F.R. 8§ 385.206(b)(1)-(5).

As described above, the failure of Duke Energy, and other utilities in the Southeast, to
enter into RTOs or other mutual purchase arrangements has resulted in and will continue to
result in excess capacity. This excess capacity is wasteful and inefficient, and causes reliance on
new generating facilities rather than the purchase of power from other utilities. As a result, the
rates of Duke Energy’s customers will continue to increase significantly as Duke Energy

constructs additional generating plants. NC WARN believes this practice is a direct manipulation
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of the electricity market, and without this manipulation, Duke Energy’s customers could save $2
to 5 billion, or more, over the next decade.™*

B. Other Pending Proceedings — 18 C.F.R. § 385.206(b)(6)

The proceedings pursuant to Order No. 1000 and the related dockets described above do
not address the systematic failure of Duke Energy to interconnect and plan with neighboring
utilities on transmission and cost allocation issues as they relate to the excess capacity in Duke
Energy’s jurisdictions. NC WARN is not a party to any of the Commission proceedings although
it is an intervening party in NCUC Docket E-100, Sub 141, on the utility IRPs. The issue of
Duke Energy’s excess capacity over a prudent reserve margin in Duke Energy’s 15-year IRP
planning horizon may be raised in comments and at hearing in that docket. However, NC
WARN’s participation in the IRP docket will not lead to a resolution of the issue sub judice as
the NCUC does not have jurisdiction over transmission planning and interconnections with
neighboring utilities in the Southeast or the allocation of costs for the sharing of excess capacity
between and among the various utilities.

C. Specific Relief or Remedy Requested — 18 C.F.R. § 385.206(b)(7)

NC WARN requests that the Commission investigate Duke Energy’s practices described
in this complaint and commission and fund an independent study that closely examines the
potential benefits of Duke Energy entering into an RTO in order to purchase capacity as needed
rather than to construct wasteful new generating plants. Based on the result of such a study, the
Commission should make a determination as to whether Duke Energy should be required to join
an RTO. As part of this investigation, NC WARN requests a hearing in Raleigh, NC, to collect

evidence and testimony.

4 Range is extrapolated from the findings of the Entergy study for participation in MISO and PJM study
on compliance with EPA carbon rules.
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D. Supporting Documents — 18 C.F.R. § 385.206(b)(8)

In support of its complaint, NC WARN provides the following:

ATTACHMENT A - NERC, “NERC’s Summer Reliability Assessment highlights
regional electricity capacity margins.”

ATTACHMENT B - Selected pages from Duke Energy’s IRPs (for DEC and DEP)
filed in NCUC Docket E-100, Sub 141.

ATTACHMENT C - Additional pages from Duke Energy’s IRPs (for DEC and DEP)
filed in NCUC Docket E-100, Sub 141.

ATTACHMENT D — NC WARN, “A Responsible Energy Future for North Carolina:
An Alternative to Duke Energy’s 15-Year Plan.”

ATTACHMENT E - Form of Notice.

Other supporting documents cited in the text or in footnotes can be provided upon request.

E. Prior Efforts to Resolve this Dispute — 18 C.F.R. 8 385.206(b)(9)

None of the formal or informal dispute resolution procedures have been used. NC WARN

does not believe this matter can be adequately resolved between it and Duke Energy, as it

requires formal action by the Commission.

F. Form of Notice — 18 C.F.R. 8 385.206(b)(10)

A form of notice of this complaint is included herein as Attachment E and also filed

separately in Word format.

THEREFORE, NC WARN requests that the Commission fully investigate Duke Energy’s

practices and if the Commission determines it proper, to require Duke Energy to enter into an
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RTO and purchase necessary power from other utilities rather than construct wasteful and

redundant generating plants.

Respectfully submitted this the 16™ day of December 2014.

FOR NC WARN

/s/ John D. Runkle
John D. Runkle
Attorney at Law
2121 Damascus Church Road
Chapel Hill, N.C. 27516
Telephone: 919-942-0600
Email: jrunkle@pricecreek.com
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CERTIFICATE OF SERVICE

I hereby certify that the following persons have been served this COMPLAINT AND PETITION
FOR INVESTIGATION BY NORTH CAROLINA WASTE AWARENESS AND
REDUCTION NETWORK (FERC) by deposit in the U.S. Mail, postage prepaid, or by email
transmission as the contacts for Duke Energy as listed on the Commission’s list of Corporate
Officials. Courtesy copies have been served on the parties to the NCUC Docket No. E-100, Sub
141, and NCUC counsel.

Paul R. Kinny

Deputy General Counsel

Duke Energy Corporation

550 South Tryon Street (DEC45A)

Charlotte, NC 28202
paul.kinny@duke-energy.com

Ann L. Warren

Associate General Counsel

Duke Energy Corporation

550 South Tryon Street (DEC45A)

Charlotte, NC 28202
ann.warren@duke-energy.com

This is the 16" day of December 2014.

/s/ John D. Runkle

Attorney at Law
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JUNE 20, 2014

NERC’s Summer Reliability Assessment highlights
regional electricity capacity margins

Reserve margin estimates and targets by NERC region, summer 2014 ci/z.?
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Source: North American Electric Reliability Corporation, 2014 Summer Reliability Assessment
Note: Reserve margins are unused generating capacity at the time of peak load as a percentage of expected peak demand.

The North American Electric Reliability Corporation's (NERC) recently released 2014 Summer Reliability
Assessment finds all of North America to have enough resources to meet this summer's projected peak electricity
demand. Reserve margins, the amount of unused capacity at the time of peak load, expressed as a percentage of
expected peak demand, range from just under 15% in Texas to almost 38% in the Southwest Power Pool.

Reserve margins highlight one fundamental requirement of modern electricity systems—always have more capacity
available to ensure the reliability of the grid. Due to the lack of large scale, cost effective electricity storage, supply
must be able to meet demand at all times. This can be challenging when demand is high or when generators or
transmission lines have unexpected outages. Meeting demand can be accomplished through a combination of
sufficient generating capacity, a robust transmission system, and demand-side management programs.

Each region has a target reference margin above which summer peak loads should be met reliably in all but the most
extreme cases. Reserve margins below the reference margin indicate increased potential for system disruptions
during times of high electricity demand. At the other extreme, reserve margins significantly in excess of target levels,

although helpful for reliability, may be an indication of underutilized or unused generation capacity.

Areas of interest this summer include the Midcontinent Independent System Operator (MISO), whose anticipated reserve
margin of 15.01% is just above the NERC reference margin level of 14.8%. This margin is down significantly from

2013 because of generator retirements and long-term outages as well as the exclusion of nonfirm imports into the



system, which had been included in prior assessments, from the calculation this year. This will also be the first
summer following the integration of Entergy and its six utility operating companies in December 2013, which are
referred to as MISO South. The integration will not only affect MISO operations, but may present challenges to
adjacent systems, whose operators have signed an operations reliability coordination agreement with MISO to deal
with reliability concerns that may arise regarding power flows between MISO North/Central and MISO South.

In Texas, an anticipated reserve margin of 14.98% is just above the NERC reference margin level of 13.75% and is
based on the addition of several new generators in time for the projected system peak in early August. An early
summer peak later this month or in July before the new generators come online could require the Electric Reliability
Council of Texas (ERCOT) to take emergency actions, ranging from calling a conservation alert to shedding load to
help prevent a major blackout.

Managing adequate reserve margins can be challenging for system planners as they deal with a host of short- and
long-term considerations for both the supply and demand of electricity.

Supply-side considerations:

The long-term nature of siting new power plants and transmission lines, with multiyear time horizons, makes
capacity changes fairly inflexible in the short term. Planned transmission and generating assets can also be
delayed at any time for a number of reasons.

Changes to the resource mix in much of the country (including the retirements of some large coal and nuclear
power plants as well as the addition of a significant number of wind, solar, and natural gas generators) have
created challenges for local grid operators.

Short-term operational issues such as unplanned long-term outages or transmission constraints can also affect
reserve margins and system operation.

Demand-side considerations:

Long-term economic or societal changes can affect electricity demand. In North Dakota, increased oil and gas
exploration and production activities have structurally increased electricity demand in the area. Alternatively,
demand can decline as a result of decreasing population or increased energy efficiency.

Demand-side management (DSM), which includes a broad array of programs and application, has matured in
recent years and allows grid operators more flexibility in balancing supply and demand.

Short-term events, such as extreme weather, can lead to unanticipated spikes or drops in demand for electricity,
which in turn can challenge the balancing of supply and demand.

Principal contributor: Timothy Shear

http://www.eia.gov/todayinenergy/detail.cfm?id=16791
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DEC - Assumptions of Load, Capacity, and Reserves Table

The following notes are numbered to match the line numbers on the Summer Projections of Load, Capacity,
and Reserves tables. All values are MW except where shown as a Percent.

1.

Planning is done for the peak demand for the Duke System including Nantahala. Nantahala
became a division of Duke Energy Carolinas in 1998.

A firm wholesale backstand agreement for 47 MW between Duke Energy Carolinas and PMPA
starts on 1/1/2014 and continues through the end of 2020. This backstand is included in Line 1.

A 150 MW firm sale is included in 2014. The sale ends in 2014.

Cumulative energy efficiency and conservation programs (does not include demand response
programs).

Peak load adjusted for firm sales and cumulative energy efficiency.

Existing generating capacity reflecting designated additions, planned uprates, retirements and
derates as of April, 2014.

Includes 101 MW Nantahala hydro capacity, and total capacity for Catawba Nuclear Station less
832 MW to account for NCMPA1 firm capacity sale.

Capacity Additions include the conversion of Lee Steam Station unit 3 from coal to natural gas in
2015 (170 MW).

Lee Combined Cycle is reflected in 2028 (670 MW). This is the DEC capacity net of 100 MW to be
owned by NCEMC.

Capacity Additions include Duke Energy Carolinas hydro units scheduled to be repaired and
returned to service. The units are returned to service in the 2014-2020 timeframe and total 18 MW.

Also included is a 105 MW capacity increase due to nuclear uprates at Catawba, McGuire, and
Oconee. Timing of these uprates is shown from 2015-2017.

The 370 MW capacity retirement in summer 2015 represents the projected retirement date for Lee
Steam Station.

A planning assumption for coal retirements has been included in the 2014 IRP.

Allen Steam Station (1127 MW) is assumed to retire in 2028.
Nuclear Stations are assumed to retire at the end of their current license extension.

DEC - Assumptions of Load, Capacity, and Reserves Table cont.
No nuclear facilities are assumed to retire in the 15 year study period.

The Hydro facilities for which Duke has submitted an application to FERC for license renewal are
assumed to continue operation through the planning horizon.

All retirement dates are subject to review on an ongoing basis.

34

OFFICIAL COPY

Sep 02 2014



10.

11.

12.

13.

14.

15.

16.

17.

18.

DEC - Assumptions of Load, Capacity, and Reserves Table Cont.

Sum of lines 5 through 7.

Cumulative Purchase Contracts including purchased capacity from PURPA Qualifying Facilities, an
88 MW Cherokee County Cogeneration Partners contract which began in June 1998 and expires
June 2020 and miscellaneous other QF projects.

Additional line items are shown under the total line item to show the amounts of renewable and
traditional QF purchases. Renewables in these line items are not used for NC REPS compliance.

New nuclear resources economically selected to meet load and minimum planning reserve margin.

Capacity must be on-line by June 1 to be included in available capacity for the summer peak of that
year and by December 1 to be included in available capacity for the winter peak of that year.

Addition of 1,117 MW Lee Nuclear Unit additions in 2024 and 2026.

New combined cycle resources economically selected to meet load and minimum planning reserve
margin.

Capacity must be on-line by June 1 to be included in available capacity for the summer peak of that
year and by December 1 to be included in available capacity for the winter peak of that year.

Addition of 866 MW of combined cycle capacity in 2020.

New combustion turbine resources economically selected to meet load and minimum planning
reserve margin.

Capacity must be on-line by June 1 to be included in available capacity for the summer peak of that
year and by December 1 to be included in available capacity for the winter peak of that year.

Addition of 792 MW of combustion turbine capacity in 2028.

Cumulative solar, biomass, hydro and wind resources to meet NC REPS compliance
Also includes compliance resources for South Carolina (discussions in Chapter 5).
Sum of lines § through 13.

Cumulative Demand Response programs including load control and DSDR.

Sum of lines 14 and 15.

The difference between lines 4 and 16.

Reserve Margin = (Cumulative Capacity-System Peak Demand)/System Peak Demand
Minimum target planning reserve margin is 14.5%.
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A tabular presentation of the Base Case resource plan represented in the above LCR table is shown below:

Table 8-D DEC Base Case

Duke Energy Carolinas Resource Plan W

Base Case

Year Resource MW

2015 Lee 3 NG Conversion Nuclear Uprates | Hydro Units Return to Service @

200 | - - |

2017 Nuclear Uprates

2018 Lee CC

2019 Hydro Units Return to Service &)

2020 New CC Hydro Units Return to Service *

2021

2022

2023

2024

2025

2026

2027

2028 New CT

2029 - -
Notes: (1) Table includes both designated and undesignated capacity additions

(2) Bryson City and Mission hydro units return to service
(3) Lee CC capacity is net of NCEMC ownership of 100 MW

(4) Rocky Creek Units currently offline for refurbishment; these are expected return to service dates
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The following charts illustrate both the current and forecasted capacity by fuel type for the DEC system, as
projected by the Base Case. As demonstrated in Chart 8-B, the capacity mix for the DEC system changes with
the passage of time. In 2029, the Base Case projects that DEC will have a smaller reliance on coal and a higher
reliance on gas-fired resources, nuclear, renewable resources and EE as compared to the current state.

Chart 8-B Duke Energy Carolinas Capacity by Fuel Type — Base Case !

2015 Duke Energy Carolinas Capacity

Base Case 2029 Duke Energy Carolinas Capacity
DSM  Renewables EE Base Case
5%._ 0.7% __0.2% Renewables EE

Purchases _ ™ S =3l D! 4% 4%
1% =

Purchases

Coal 0.2%

Hydro
¥ 3 33%

15%

12%

Nuclear ~-CC
27% 6%

»oCT
12%

30%

A detailed discussion of the assumptions, inputs and analytics used in the development of the Base Case is
contained in Appendix A. As previously noted, the further out in time planned additions or retirements are
within the 2014 IRP, the greater the opportunity for input assumptions to change. Thus, resource
allocation decisions at the end of the planning horizon have a greater possibility for change as compared to
those earlier in the planning horizon.

Joint Planning Case

A Joint Planning Case that begins to explore the potential for DEC and DEP to share firm capacity
between the Companies was also developed. The focus of this case is to illustrate the potential for the
Utilities to collectively defer generation investment by utilizing each other’s capacity when available
and by jointly owning or purchasing new capacity additions. This case does not address the specific
implementation methods or issues required to implement shared capacity. Rather, this case illustrates
the benefits of joint planning between DEC and DEP with the understanding that the actual execution
of capacity sharing would require separate regulatory proceedings and approvals.

"In 2021, the REPS compliance plan of 12.5% is comprised of approximately 25% Energy Efficiency, 25% purchases of
out-of-state RECs, 5-10% from RECs not associated with electrical energy (including animal waste resources), and the
balance from purchases of renewable energy.
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Table 8-D below represents the annual non-renewable incremental additions reflected in the combined
DEC and DEP Base Cases as compared to the Joint Planning Case. The plan contains the undesignated
additions for DEC and DEP over the planning horizon.

Table 8-E DEC and DEP Joint Planning Case

Duke Energy Carolinas and Duke Energy Progress Duke Energy Carolinas and Duke Energy Progress
Combined Base Cases " Joint Planning Case
Year Resource MW Year Resource MW
2015 - - 2015 - -
2016 - - 2016 - -
2017 - - 2017 - -
2018 - - 2018 - -
Delays CC 1 year

New CC New CC 866 866 New CC 866
New CT 792 New CC 866
Delays Need
New CC for CT & New CC 866
CT Need
New Nuclear 659 /458

.| |

New Nuclear New Nuclear 659 /458
New CC I
New CT Delays CC New CC New CT 866 1188
New CT fyear New CT 396

Notes: (1) Table only includes undesignated capacity additions

The following charts illustrate both the current and forecasted capacity and energy by fuel type for the
DEC and DEP systems, as projected by the Joint Planning Case. In this Joint Planning Case, the
Companies continue to rely upon nuclear and CT resources, but the reliance on natural gas CC resources
increases due to favorable natural gas prices and the reliance on coal resources decrease. The Companies’
renewable energy and EE impacts continue to grow over time, as also reflected in the Base Cases for both
Companies.

Under a carbon constrained future, the collective output from nuclear generation is projected to remain at
approximately half of all energy requirements for DEC and DEP collectively assuming the addition of the
Lee Nuclear Station. Conversely, the output of coal-fired facilities is expected to be reduced by more than
half while natural gas generation more than doubles in output over the planning horizon. Renewable and
EE resources grow significantly from today’s levels making meaningful contributions to the energy needs
of the Carolinas. However, these resources do have limitations in their aggregate energy contributions due
to physical limitations associated with intermittency, as well as economic limitations in light of expiring
tax subsidies.
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Chart 8-C CAPACITY CHARTS

(DEC and DEP Joint Planning Case)

2015 Duke Energy Carolinas and Duke Energy Progress
Capacity - Joint Planning Case

DSM Renewables EE

Traditional NUG
Purchases
5%

15%

Chart8-D ENERGY CHARTS

2029 Duke Energy Carolinas and Duke Energy Progress
Capacity - Joint Planning Case

o Renewables  EE

Traditional 59% 4% /4%
NUG Purchases
0.8%

Hydro
8%

14%

(DEC and DEP Joint Planning Case)

2015 Duke Energy Carolinas and Duke Energy Progress

Energy - Joint Planning Case
Traditional NUG psiv Renewables
Purchases 2%

3%

Hydro
2%

Coal
32%

Nuclear
49%

2029 Duke Energy Carolinas and Duke Energy Progress
Energy - Joint Planning Case
Renewables EE
fraditionalNUG __ DS 4% 5%
Purchases '
0.2%

Hydro
3%
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DEP - Assumptions of Load, Capacity, and Reserves Table

The following notes are numbered to match the line numbers on the Summer Projections of Load,
Capacity, and Reserves table. All values are MW except where shown as a Percent.

1.

2.

Planning is done for the peak demand for the Duke Energy Progress System.
Firm sale of 150 MW through 2024.

Cumulative energy efficiency and conservation programs (does not include demand response
programs).

Peak load adjusted for FERC mitigation sale, firm sales, and cumulative energy efficiency .

Existing generating capacity reflecting designated additions, planned uprates, retirements and
derates as of April, 2014.

Includes total unit capacity of jointly owned units.

Capacity Additions include:

Planned nuclear uprates totalling 38 MW in the 2014-2017 timeframe.
Planned combined cycle uprates totalling 137 MW in 2018.

Expected replacement of Sutton CT units 1, 2A and 2B with an 84 MW combustion turbine in
2017.

Planned Retirements include:

Sutton CT Units 1, 2A and 2B in 2017 (61 MW)

Darlington CT Units 1-11 by 2020 (553 MW)

Blewett CT Units 1-4 and Weatherspoon CT units 1-4 in 2027 (180 MW)

Sum of lines 5 through 7.

Cumulative Purchase Contracts have several components:

Purchased capacity from PURPA Qualifying Facilities, Anson and Hamlet CT tolling,

Butler Warner purchase, Southern CC purchase, and Broad River CT purchase.

Additional line items are shown under the total line item to show the amounts of renewable

and traditional resource purchases. Renewables in these line items are not used for NC REPS
compliance.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

DEP - Assumptions of Load, Capacity, and Reserves Table Cont.
New nuclear resources economically selected to meet load and minimum planning reserve
margin Capacity must be on-line by June 1 to be included in available capacity for the summer
peak of that year and by December 1 to be included in available capacity for the winter peak
of that year.

No new nuclear resources were selected in the Base Case in the 15 year study period.

New combined cycle resources economically selected to meet load and minimum planning
reserve margin.

Capacity must be on-line by June 1 to be included in available capacity for the summer peak
of that year and by December 1 to be included in available capacity for the winter peak of
that year.

Addition of 866 MW of combined cycle capacity in 2020, 2022 and 2027.

New combustion turbine resources economically selected to meet load and minimum planning
reserve margin.

Capacity must be on-line by June 1 to be included in available capacity for the summer peak
of that year and by December 1 to be included in available capacity for the winter peak of that
year.

Addition of 126 MW of combustion turbine capacity in 2019.

Addition of 792 MW of combustion turbine capacity in 2021.

Addition of 396 MW of combustion turbine capacity in 2029.

Cumulative solar, biomass, hydro and wind resources to meet NC REPS compliance.

Also include compliance resources for South Carolina (discussed in Chapter 5).

Sum of lines 8§ through 13.

Cumulative Demand Side Management programs including load control and DSDR.

Sum of lines 14 and 15.

The difference between lines 4 and 16.

Reserve Margin = (Cumulative Capacity-System Peak Demand)/System Peak Demand

Minimum target planning reserve margin is 14.5%.
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A tabular presentation of the Base Case resource plan represented in the above LCR table is shown
below:

Table 8-D DEP Base Case

Duke Energy Progress Resource Plan (1)

Base Case
Year Resource MW
2015 Nuclear Uprates
2006 - [ - |
2017 Sutton Replacement CTs Nuclear Uprates
2018 CC Uprates
2019 Fast Start CT
2020 New CC
2021 New CT
2022 New CC
2023 - -
2024 - -
2025 - -
2026 - -
2027
2028
2029

Notes: (1) Table includes both designated and undesignated capacity additions

The following charts illustrate both the current and forecasted capacity by fuel type for the DEP
system, as projected by the Base Case. As demonstrated in Chart 8-B, the capacity mix for the DEP
system changes with the passage of time. In 2029, the Base Case projects that DEP will have a
smaller reliance on coal, nuclear and purchases and a higher reliance on gas-fired resources,
renewable resources and EE as compared to the current state.
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Chart 8-B Duke Energy Progress Capacity by Fuel Type — Base Case !

2015 Duke Energy Progress Capacity

Base Case Base Case

Renewables EE
DSM i Renewables gg
o 2.6% 0.1% Coal Traditional DSM 4% 3%
NUG Purchases 6%

2029 Duke Energy Progress Capacity

Traditional NUG
Purchases
11%

Hydro
1%

Nuclear
23%

18% 17%

A detailed discussion of the assumptions, inputs and analytics used in the development of the Base
Case is contained in Appendix A. As previously noted, the further out in time planned additions or
retirements are within the 2014 IRP the greater the opportunity for input assumptions to change.
Thus, resource allocation decisions at the end of the planning horizon have a greater possibility for
change as compared to those earlier in the planning horizon.

Joint Planning Case

A Joint Planning Case that begins to explore the potential for DEC and DEP to share firm
capacity between the Companies was also developed. The focus of this case is to illustrate the
potential for the Utilities to collectively defer generation investment by utilizing each other’s
capacity when available and by jointly owning or purchasing new capacity additions. This case
does not address the specific implementation methods or issues required to implement shared
capacity. Rather, this case illustrates the benefits of joint planning between DEC and DEP with
the understanding that the actual execution of capacity sharing would require separate regulatory
proceedings and approvals.

Table 8-D below represents the annual non-renewable incremental additions reflected in the
combined DEC and DEP Base Cases as compared to the Joint Planning Case. The plan contains the
undesignated additions for DEC and DEP over the planning horizon.

" In 2021, the REPS compliance plan of 12.5% is comprised of approximately 25% Energy Efficiency, 25% purchases of
out-of-state RECs, 5-10% from RECs not associated with electrical energy (including animal waste resources), and the
balance from purchases of renewable energy.
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Table 8-D Joint Planning Case

Duke Energy Carolinas and Duke Energy Progress
(O]

Combined Base Cases
Year Resource MW
2015 -
2016 -
2017 -
2018 -
2019 -

New CC 866
New CT
New CC

New Nuclear

New Nuclear
New CC
New CT
New CT

Delays CC 1 year

Delays Need
Jor CT &

Reduces Total
CT Need

Delays CC
1 year

Duke Energy Carolinas and Duke Energy Progress

Joint Planning Case

Year

Resource MW

2015

2016

2017

2018

2019

New CC
New CC 866
New CC 866

New Nuclear 659 /458

New Nuclear 659 /458
New CC New CT 866 1188
New CT 396

Notes: (1) Table only includes undesignated capacity additions

The following charts illustrate both the current and forecasted capacity and energy by fuel type for
the DEP and DEC systems, as projected by the Joint Planning Case. In this Joint Planning Case, the
Companies continue to rely upon nuclear and CT resources, but the reliance on natural gas CC
resources increases due to favorable natural gas prices and reliance on coal resources decrease. The
Companies’ renewable energy and EE impacts continue to grow over time, as reflected in the Base
Cases for both Companies.

Under a carbon constrained future, the collective output from nuclear generation is projected to
remain at approximately half of all energy requirements for DEC and DEP collectively assuming
the addition of the Lee Nuclear Station. Conversely, the output of coal-fired facilities is expected to
be reduced by more than half while natural gas generation more than doubles in output over the
planning horizon. Renewable and EE resources grow significantly from today’s levels making
meaningful contributions to the energy needs of the Carolinas. However, these resources do have
limitations in their aggregate energy contributions due to physical limitations associated with
intermittency, as well as economic limitations in light of expiring tax subsidies.
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Chart 8-C CAPACITY CHARTS

(DEC and DEP Joint Planning Case)

2015 Duke Energy Carolinas and Duke Energy Progress
Capacity - Joint Planning Case
DSM Renewables EE
0.2%

Traditional NUG
Purchases
5%

Hydro
9%

15%

Chart 8-D ENERGY CHARTS

(DEC and DEP Joint Planning Case)

2015 Duke Energy Carolinas and Duke Energy Progress

Energy - Joint Planning Case
Traditional NUG psm Renewables
Purchases 2%
%
Hydro.
2%

Coal
32%

Nuclear
49%

2029 Duke Energy Carolinas and Duke Energy Progress
Capacity - Joint Planning Case

Renewables  EE

D
i 4% 4%
Traditional 5%

NUG Purchases

14%

2029 Duke Energy Carolinas and Duke Energy Progress
Energy - Joint Planning Case

Renewables EE
Traditional NUG
Purchases
0.2%
Hydro
3%

The following charts group the energy based upon the emission impacts of the resources in the DEC
and DEP Joint Planning Case. The Zero Emission category includes nuclear, hydro, renewables,
EE and DSM resources. The Natural Gas category includes clean burning gas CCs and CTs. It
must be noted that the remaining coal facilities are controlled with state-of-the-art environmental

emission control technologies.
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ATTACHMENT D



NC WARN )

A Responsible Energy Future for North Carolina:
An Alternative to Duke Energy’s 15-Year Plan

Duke Energy’s proposal for the next 15 years (filed Oct. 2014): fracking gas and new nuclear power
plants, more emissions, coal ash and rate hikes. We propose competition that will lead to cleaner,
cheaper energy. The people of North Carolina should be able to choose our path forward. Duke Energy
ignores the rapidly falling cost of solar, North Carolina’s potential for wind energy, energy efficiency
and emerging storage options for clean electricity. Duke is working to stop the explosion in financing
options that can lower costs and make clean power more widely available.

Each year Duke Energy must file a 15-year plan for
meeting electricity demand in North Carolina — where
it has monopoly control. In reviewing these
Integrated Resource Plans, or IRPs, the NC Utilities
Commission is legally required to ensure that utilities
adopt the "least cost mix" of generation and energy-
saving measures that is achievable in order to avoid
undue costs for customers.

In fact, the NC Supreme Court has specified that the
purpose of the IRPs is to prevent the costly
overbuilding of new power plants.

Due to a 2012 merger, Duke Energy now operates two
utilittes that straddle the Carolinas. Together, Duke
Energy Carolinas and Duke Energy Progress generate
more than 95% of the electricity consumed in North
Carolina. As a regulated monopoly, Duke Energy is
guaranteed a large profit for its shareholders for
providing the power.

In its 2014 IRP, Duke Energy relies heavily on coal-
fired power far into the future, increased burning of
fracking gas, and construction of high-risk nuclear
plants — with negligible amounts of clean, affordable
renewable energy and energy saving programs. Duke
proposes to increase all renewable energy by only a
miniscule 1% from its 2013 plan — from 3% to 4% — by
2029. In an age of escalating climate change, Duke
Energy’s approach is reckless and weak.

It is clear that Duke Energy plans to keep raising
captive customers' rates by building power plants that
are not needed, while attempting to lock out
competition.

A $25 BILLION FICTION

Duke Energy bases its “build more plants, raise rates”
plan on a forecast of high growth in customers’ use of
electricity — about 1.4% each year — even though
usage across the electric industry has been steady for
more than a decade. Jim Rogers — Duke Energy’s CEO
until 2013, who remains the industry's leading
spokesman — says growth will be “flat to declining,”
and that new power plants won't be built at all. The

2 i T

U.S. Energy Information Administration (EIA) agrees
that growth will be flat for the foreseeable future.

The projected growth in electricity usage is critical to
determining the need for new power plants. The
difference between a 1.4% increase and flat growth
over the 15-year period is equal to $25 - 30 billion
worth of new power plants — if customers are forced
to go this route.’

The chart below shows the dramatic slow-down in the
growth of electricity demand.?

Figure MT-29. U.S. electricity demand growth in the Reference case, 1950-2040

History 2012 Projections

J-year maoving average
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A SAFER, CHEAPER PATH

In response to Duke Energy’s 2012 IRP, NC WARN
created an alternative Responsible Energy Future. The
analysis showed that, even using Duke Energy's
exaggerated growth projections, all coal plants in the
Carolinas can be phased out and no natural gas and
nuclear plants need to be constructed. (See the
report and NC WARN'’s comments on both the 2012
and 2013 IRPs at ncwarn.org.)

In our early 2014 update, NC WARN adjusted our
proposal to reflect the flat demand with a greater
adoption of renewable energy, energy efficiency and
combined heat and power. This would allow all coal
plants and most of the natural gas plants to be closed
down.

NC WARN ¢ PO Box 61051, Durham, NC 27705 « (919) 416-5077 » ncwarn@ncwarn.org
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http://www.ncwarn.org/responsible-energy-future/

Duke Energy's NC-SC Projection: 2029 Electricity Sales™

Energy
Purchases  Renewable )
0.2% (wind/solar) efficiency &
TN A% demand side
Hydroelectric \\ [ _-management
3% 5.1%

Natural gas_/~

25% ]\‘

Coal
14%

Combined heat and power
& micro-grids: 0%

* Duke Energy Carolinas + Duke Energy Progress

There are also a few game-changers coming into play.
The cost of solar is down dramatically, and investment
in solar and clean energy is exploding in parts of the
U.S. that allow solar to compete. Despite this quickly-
changing market, Duke Energy plans to build even
more natural gas plants and plans to build a 550-mile,
$4.5 billion fracked gas pipeline from West Virginia to
North Carolina.?

Many studies have shown that fracked gas (natural
gas) is just as bad as coal — and maybe worse — in
creating greenhouse gas emissions.”

We don't need more fracked gas in North Carolina.
We need more clean energy. When all the costs of

FIGURE 3. The Falling Price of Solar PV by U.S. Sector,

NC WARN's Alternative: 2029 Sales

Energy
efficiency &
demand side
management
24%

Nuclear
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5%

dirty energy are taken into account, clean energy is
economically superior.”

THE COST OF SOLAR IS DOWN DRAMATICALLY

The cost of solar continues to fall. ~The 5-year
decrease in the “levelized” cost of solar PV - key
because it reflects the total cost of power over the
solar installation’s lifetime — is 78%.° A recent analysis
by research firms, including U.S. national labs, shows
the clear decline in the cost of solar PV.

In October 2014 Deutschebank reported that solar
had reached grid parity (cost-competitive with
traditional power plants) in 10 states, and would reach
grid parity in 36 of 50 U.S. states by 2016.’

Prices for PV systems in the United States have dropped by

50 percent or more in recent years, with the sharpest declines for
large-scale projects.

NOTE: In Figures 3 and 5, “Commercial” includes all small-scale non-residential

installations. “Large-scale” cost data for 2007-2009 include systems larger
than 100 kilowatts.

SOURCES: GTM RESEARCH AND SEIA 2014A; GTM RESEARCH AND SEIA 2013;
GTM RESEARCH AND SEIA 2012; BARBOSE ET AL. 2011; BARBOSE, DARGHOUTH

2007-2013
Solar Power on the Rise, August 2014, John Rogers

9 and Laura Wisland, Union of Concerned Scientists
8 -
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AND WISER 2010; GTM RESEARCH AND SEIA 2010; WISER, BARBOSE, AND
PETERMAN 2009; WISER ET AL. 2009.
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Solar has additional value since it adds electricity to the grid at costly peak power times, saving Duke Energy and its
customers the expense of having to build new power plants to meet peak demand.?

A September 2014 analysis shows utility-scale solar is cost-competitive with coal and natural gas.’

Peak Summer Load

100%
Tracking PV at Full Power

Summer Time Of
Use Rates

20%

0%

12 AM 3 AM 5 AM 7 AM 9 AM 1AM 1 PM 3 FM 5 FM 7 PM

PV Tracking Full Capacity M Typical California Summer Load

INVESTMENT IN CLEAN ENERGY IS EXPLODING

According to the International Energy Agency (IEA),
solar could be the dominant source of electricity in
the world by 2050.° Investment in clean energy in
North Carolina and the U.S. has been exploding.

Global investment in clean energy was $254 billion in
2013, while the U.S. invested $48.4 billion."!

An estimated $2.6 billion was invested in clean energy
projects in North Carolina between 2007 and 2013,
supported by state funds of $135.2 million. Private
investment was twenty times that of state incentives."

Despite the enormous potential of solar in North
Carolina, Duke Energy is working overtime to kill
policies that make clean energy easier, cheaper for
customers and more widespread.

In the 2014 Avoided Cost docket currently before the
NC Utilities Commission, NC's large-scale solar
industry is at risk from Duke Energy's proposal to
significantly reduce the amount paid for solar and to
further stall the already burdensome approval process
for independent solar projects. -3

The effort to reduce the amount paid for solar is
taking place in many different states as many utilities,
including Duke Energy, seek to kill the growth of
clean solar power.**

28

~
o

Solar Meets Critical Peak Power
Demand

24

22

Graph from Stephen Lacey, “This Looks Like a Job
for Solar PV,” thinkprogress.org, July 25, 2011.

Retail Utility Rates, cents per kwh

M
=]

Data sources: For summer peak load shape —
California Independent System Operator (CAL-
1SO); For time of use rates — Pacific Gas and

1 PM Electric Company (PG&E); For PV Tracking Output
— Solaria Corporation.

NC WARN's UPDATED 2015 RESPONSIBLE ENERGY
FUTURE

Our updated Responsible Energy Future calls for
North Carolina to achieve the following by 2029:

e 7% renewable energy, 24% energy efficiency,
and 10% combined heat and power, as a
percentage of total electricity sales;

e phase out all coal-fired power plants;
e no new natural gas or nuclear plants; and

o close the dirtiest natural gas and most
dangerous nuclear units.

A transition to cleaner energy will benefit our
economy and our health. Eliminating coal from North
Carolina’s energy mix and reducing the use of natural
gas keeps the $1.7 billion for out-of-state coal in our
state’'s economy, while drastically reducing the
climate-harming  pollution pumped into the
atmosphere and coal ash stored next to our rivers and
groundwater. Ramping up clean energy sources
promotes economic development; a 2013 census
estimates the clean energy industry employs 18,404
workers in the state and brings in $3.6 billion in
revenue.’

It is clear that a balanced mix of distributed power
(putting electricity where it is needed) and energy
efficlency is the most reliable, cost effective and
readily available path over the next 15 years.

NC WARN ¢ PO Box 61051, Durham, NC 27705 « (919) 416-5077 » ncwarn@ncwarn.org



DISRUPTIVE CHALLENGES FOR UTILITIES; MORE
CLEAN ENERGY FINANCING OPTIONS

Meanwhile, there are many “disruptive challenges” in
the electric utilities business, such as the growing
opposition to carbon-producing power, the demise of
the nuclear renaissance, rapid advances in utility-scale
batteries and the emergence of solar energy as a
cost-effective option. Some have pronounced these
rapidly changing market conditions the “corporate
death spiral,” a process already severely harming the
largest European utilities.  Duke Energy's plans
suggest its executives are ignoring these industry-
wide changes, and we cannot allow them to drag
North Carolina’s economy down.

A transition by Duke Energy toward a business model
that embraces new advances in the industry such as
distributed energy and energy efficiency, instead of
one that relies on massive, unneeded centralized
power plants, could be a national, if not international,

game-changer to reduce the drastic impacts of
climate change.

If the Utilities Commission approves Duke Energy's
2014 IRP as proposed, it approves a status quo that
will strangle North Carolina’s solar and clean energy
industries and continue polluting our air and water.
There is much at stake for North Carolina, and for
each one of us; the status quo is no longer
acceptable.

State law requires the Utilities Commission to
consider NC WARN's Responsible Energy Future plan.
The bottom line is that our approach can provide an
estimated annual savings for NC electricity customers
of more than $2 billion.® It is a responsible energy
future, one that promotes a good economy and jobs,
and will provide us all with a healthier place to live
while implementing solutions to climate change.

November 2014

! The most recent estimate of the cost of a single nuclear unit is in the $13 — 15 billion range, including escalation, financing costs, initial fuel,

contingencies and reserves. www.bellbend.com
2 http://www.eia.gov/forecasts/aeo/MT _electric.cfm

*http://www.chathamstartribune.com/news/article 52a705bc-32b8-11e4-8f80-0019bb2963f4.html

*http://www.eeb.cornell.edu/howarth/publications/Howarth 2014 ESE_methane emissions.pdf

*http://thinkprogress.org/climate/2011/02/16/207534/life-cycle-study-coal-harvard-epstein-health/

6

http://www.solarserver.com/solar-magazine/solar-news/current/2014/kw39/lazard-Icoe-analysis-costs-of-pv-continue-to-drop-solar-power-is-

increasingly-cost-competitive-with-traditional-energy-sources.html

7 http://www.resilience.org/stories/2014-11-04/investment-in-solar-stocks-crushed-big-oil Investment in Solar Stocks Crushed Big Oil, by Deborah

Lawrence, 11/5/14.

8http://thinkprogress.org/climate/2011/07/25/278369/this-looks-like-a-job-for-solar-pv-heat-wave-causes-record-breaking-electricity-demand/

® http://www.scottmadden.com/insight/807/renewables-becoming-cost-competitive-other-challenges-remain.html

10 http://uk.reuters.com/article/2014/09/29/us-solar-iea-electricity-idUKKCNOHO11K20140929Solar could dominate electricity by 2050: IEA,

Reuters, 9/29/14

" Investments in clean energy in 2013 were lower than 2012, due to falling solar costs and policy uncertainty. http://about.bnef.com/press-

releases/clean-energy-investment-falls-for-second-year/

2http://c.ymedn.com/sites/www.energync.org/resource/resmgr/Resources Page/NCSEA econimpact2014.pdf, ES-1.

13 .. .
www.ncwarn.org/dukehatessolar See satirical 30 second video

% http://www.greentechmedia.com/articles/read/Duke-Buying-500M-of-North-Carolina-Solar-to-Mixed-Reviews

1> North Carolina Sustainable Energy Association, Economic Impact Analysis of Clean Energy Development in North Carolina-2014 Update, pages ES-
1 and ES-2: http://c.ymcdn.com/sites/www.energync.org/resource/resmgr/Resources Page/NCSEA econimpact2014.pdf

'8 http://www.ncwarn.org/wp-content/uploads/Sum-Update-FINAL-4-18-14-Resp-En-Future-2014.pdf

NC WARN ¢ PO Box 61051, Durham, NC 27705 « (919) 416-5077 » ncwarn@ncwarn.org


http://www.bellbend.com/
http://www.eia.gov/forecasts/aeo/MT_electric.cfm
http://www.chathamstartribune.com/news/article_52a705bc-32b8-11e4-8f80-0019bb2963f4.html
http://www.eeb.cornell.edu/howarth/publications/Howarth_2014_ESE_methane_emissions.pdf
http://thinkprogress.org/climate/2011/02/16/207534/life-cycle-study-coal-harvard-epstein-health/
http://www.solarserver.com/solar-magazine/solar-news/current/2014/kw39/lazard-lcoe-analysis-costs-of-pv-continue-to-drop-solar-power-is-increasingly-cost-competitive-with-traditional-energy-sources.html
http://www.solarserver.com/solar-magazine/solar-news/current/2014/kw39/lazard-lcoe-analysis-costs-of-pv-continue-to-drop-solar-power-is-increasingly-cost-competitive-with-traditional-energy-sources.html
http://www.resilience.org/stories/2014-11-04/investment-in-solar-stocks-crushed-big-oil
http://thinkprogress.org/climate/2011/07/25/278369/this-looks-like-a-job-for-solar-pv-heat-wave-causes-record-breaking-electricity-demand/
http://www.scottmadden.com/insight/807/renewables-becoming-cost-competitive-other-challenges-remain.html
http://uk.reuters.com/article/2014/09/29/us-solar-iea-electricity-idUKKCN0HO11K20140929
http://about.bnef.com/press-releases/clean-energy-investment-falls-for-second-year/
http://about.bnef.com/press-releases/clean-energy-investment-falls-for-second-year/
http://c.ymcdn.com/sites/www.energync.org/resource/resmgr/Resources_Page/NCSEA_econimpact2014.pdf
http://www.ncwarn.org/dukehatessolar
http://www.greentechmedia.com/articles/read/Duke-Buying-500M-of-North-Carolina-Solar-to-Mixed-Reviews
http://c.ymcdn.com/sites/www.energync.org/resource/resmgr/Resources_Page/NCSEA_econimpact2014.pdf
http://www.ncwarn.org/wp-content/uploads/Sum-Update-FINAL-4-18-14-Resp-En-Future-2014.pdf
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

In the Matter of )

Practices Leading to Excess Capacity and Waste ) Docket No.
by Duke Energy Carolinas and Duke Energy Progress )

NOTICE OF COMPLAINT AND PETITION FOR INVESTIGATION

Take notice that on [ to be determined ], the North Carolina Waste Awareness and Reduction
Network, Inc. (“NC WARN?”) filed a formal complaint against Duke Energy, pursuant to Section
206 of the Federal Power Act, 16 U.S.C. 8 824e and Rule 206 of the Federal Energy Regulatory
Commission’s (“Commission”) Rules of Practice and Procedure, 18 C.F.R. §385.206. The
complaint and petition for investigation requests that the Commission fully investigate Duke
Energy’s practices as and if the Commission determines it proper, to require Duke Energy to
enter into an RTO and purchase necessary power from other utilities rather than construct
wasteful and redundant generating plants. As part of the complaint, NC WARN alleges Duke
Energy manipulates the market so that is can construct new generating plants that are not needed
and not warranted given the overcapacity in the Southeast region.

NC WARN certifies that copies of the complaint were served on the contacts for Duke Energy as
listed on the Commission’s list of Corporate Officials. Any person desiring to intervene in or
protest this filing must file in accordance with Rules 211 and 214 of the Commission’s Rules of
Practice and Procedure (18 C.F.R. 88 385.211, 385.214). Protests will be considered by the
Commission in determining the appropriate action to be taken, but will not serve to make
protestants parties to the proceeding. Any person wishing to become a party must file a notice of
intervention or motion to intervene, as appropriate. Such notices, motions, or protests must be
filed on or before the comment date. On or before the comment date, it is not necessary to serve
motions to intervene or protests on persons other than the Applicant.

The Commission encourages electronic submission of protests and interventions in lieu

of paper using the “eFiling” link at http://www.ferc.gov. Persons unable to file electronically
should submit an original and five copies of the protest or intervention to the Federal Energy
Regulatory Commission, 888 First Street, NE, Washington, DC 20426. This filing is accessible
on-line at http://www.ferc.gov, using the “eLibrary” link and is available for review in the
Commission’s Public Reference Room in Washington, DC. There is an “eSubscription” link on
the web site that enables subscribers to receive email notification when a document is added to a
subscribed docket(s). For assistance with any of the Commission Online service, please email the
Commission OnlineSupport@ferc.gov, or call (866) 208-3676 (toll free). For TTY, call (202)
502-8659.

Comment Date: [ to be determined ].

Kimberly D. Bose
Secretary
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