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GENERAL ORDERS - ELECTRIC 

DOCKET NO. E-100, SUB IOI 

BEFORE THE NORTH CAROLINA IITILITIES COMMISSION 

In the Matter of 
Petition for Approval of Revisions to 
Generator Interconnection·Standards 

ORDER APPROVING 
QUEUE REFORM 

BY THE COMMISSION: On June 14, 2019, the Commission issued its Order Approving 
Revised Interconnection, Standard and Requiring Reports and Testimony in this docket. Among 
other things, that Order required: 

That-th~ Duke Utilities shall,establish a stakeholder process within the first quarter 
of 2019 to discuss the process of transitioning their North Carolina queues to a 
grouping study process and tba.t'the Duke Utilities shall report to the Commission 
no later than July 31, 2019, as to the status of that stakeholder process. 

On July 31, 2019, Duke .Energy Carolinas, LLC, and Duke Energy Progress, LLC 
(together, Duke), filed an update as to the three stakeholder meetings already hosted and plans to 
host additional su~h meetings. Duke noted that there "are substantial hurdles to implementing a 
fundamental change to the interconnection process." Duke also noted that a. "substantial degree of 
consensus" would b~ needed in order·to secure the approvals needed not on!)' in North Carolina 
but also in South Carolina and from the federal government. 

On August 27, 2019, the Commission issued its Order Requiring Queue Reform Proposal 
an_d Comments in which it required Duke t6 file a queue reform proposal on.or before October 15, 
2019, and established deadlines for parties to file comments and for the utilities to file 
responsive comments. 

On May 15, 2020, after a series of requests for extensions of time were granted, Duke filed 
its.queue reform proposal. Oh June 15 and 16, 2020, ·comments were·filed by the Public Staff, 
jointl)' by the North Carolina Clean Energy Business Alliance (NCCEBA) and the North Carolina 
Sustainable Energy Association (NCSEA),·and GreenGo Energy US, Inc. Subsequently, on July 8, 
2020, Duke filed a motion for extension of time to file reply comments in which it requested 
additional time to determine whether additional consensus could be reached among the parties. 
The Commission granted that request on July 13, 2020, and a second such· request on 
August 13, 2020. 

On August 31, 2020, Duke filed reply comments and a revised queue reform proposal that 
reflecte~ further negotiations of the parties. Also on A_ugust 31, 2020, comments were filed by the 
Public StalT and Dominion Energy North Carolina (DENC), and joint comments were filed by 
NCCEBA and NCSEA. 

In its comments on'thc revised proposa1 the Public Staff expresses.support for the revised 
queue reform proposal ·as a "reasonable initial approach to improve and reform the. interconnection 
process .... " Additionally, the Public Staff recommends that Duke: 1) file teports after the 
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completion of the transitional cluster study process and the initial "DISIS1 Cluster," describing the 
outcorI?,es·offhose initial, group studies, and 2).engage·stakeholders at that time regarding-whether 
additional queue reform efforts are needed. 

Similarly, NCCEBA and NCSEA express support for the revised queue refonn proposal. 

Finally, DENC expresses support for the revised.queue refonn proposal and notes.that it 
provides DENC with the option not to implement the cluster study process but rather continue to 
implement the serial study process. 

As has been noted 'in this and other dockets, the current serial approach to studying and 
processing Interconnection Requests has become problematic. In large parts of North Carolina it 
is not possible to add generation without the construction·of expensive transmission upgrades. The 
current serial process·assigns these upgrades to one generator, and the costs of these upgrades are 
~ypically too expensive for any.one generator to absorb. The Commission agrees with parties who 
have stated that moving to a grouping study process is necessary in·order to share ihe transmission 
upgrade costs among the multiple generation projects that contribute to the need for the 
transmission- upgrades. The Commission detemiincS that the revised queue refom, proposal is 
structµred to accomplish the objective of transitioning to a-grouping study process. In addition, the 
proposal has substantial support from the stakeholders involved, and the Commission commends 
all parties for their efforts to reach consensus. For these reasons the Commission approves Duke's 
queue reform proposal as filed on August 31, 2020. As ·suggested by the Public StafT, the 
Commission directs Duke. to report to the Commission on the results of the transitional cluster 
stitdy as well·as the results of the first DISIS. 

In its petition Duke notes that in addition to the ·commission, both the South Carolina 
Public Service Commission and the Federal Energy Regulatory Commission· must approve its 
proposal. The Commission shall issue an order subse_quent to the approval of the quelle refonn 
proposal in the other jurisdictions establishing the effective date of the new revised NCIP 

IT IS, THEREFORE, ORDERED as follows: 

1. That Duke's queue reform proposal as filed on August 31, 2020, is hereby 
approved; 

2. That on or before November 13, 2020, Duke shall file a complete and correct 
redline of changes to the NCIP, compared-to the-current NCIP, required-by Duke's queue refonn 
proposaL That redline shall incorporate Attachment 2 (Transitional Cluster Study Agreement) and 
Attachment 3 (Conditions for Acceptance of Surety Bond as Financial Security for M4 Readiness 
Milestone) from Duke's August 31, 2020 filing;_ 

3. That Duke shall provide an explanation of any changes to the NCIP included in the 
complete and correct redline that were not already described fully in Duke's earlier filings; 

1 Defmilivc Interconnection System bnpact Study. 

2 
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4. That Duke shall keep 'the ·Commission infonned of its progre_ss in securing 
approvals of its queue reform proposal from the South Carolina Public Service Commission and 
the FedCral Energy Regulatory Commission and any required. adjustments to its proposed 
transition schedule; and 

?. That Duke shall ·file reports with the Commission regarding the outcome of the 
transitional cluster study and the initial DISIS-cluster study as recommended by-the Public Staff. 

ISSUED BY ORDER OF THECOMMISSION. 
This the 15th day of October, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, ChiefClerk 

DOCKET NO. E-100, SUBIU 
DOCKET NO. M-100,,SUB 158 

BEFORE THE NORTII CAROLINA UTILITIES COMMISSION 

DOCKET NO. E-!00, SUB 113 ) 
) 

In the Matter of ) 
Rulemaking Proceeding to Implement Session ) 
Law 2007-397 ) 

) 
DOCKET NO. M-!00,Sub 158 ) 

) 
In the Malter of ) 

Investigation of Necessary and Appropriate ) 
Responses to the Novel Coronavirus ) 
COVJD-19 ) 

ORDER AMENDING 
RULER8-65 

BY THE COMMISSION: Commission Rule R8-65 provides for the filing of a report of 
proposed construction (RPC) by.persons not reqliired to obtain a certificate of public convenie-nce 
and necessity (CPCN) before beginning construction ofan electric generatihg facility, including 
most facilities with a capacity of less than two megawatts. 

Due to the ongoing COVID-19 State of Emergency, and _in order to improve the effiCiency 
of the RPC filing process, the Commission finds good cause to implement the following changes 
to the Rule R8-65 filing requirements: 

(I) Those persons who file hard copies of RP Cs shall n0 longer provide the original 
and six copies. Instead they stiall provide- qne. original, verified copy. (The 
Commission made this change on a temporary basis in Docket No. M-100, 
Sub 158. With,this order that change is now permanent.) 

3 
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(2) RPCs for solar photovoltaic systems wherein-sol!!r panels are mounted on the roof 
of a residential Or commercial building shall no.longer be required to include a cqlor 
map or aerial photo. -

These changes to Commission Rule R&-65 and the revised filing form are shown in 
Appendix A and are effective immediately.. Clean-copies ofihe amended rule and filing.form are 
attached as Appendix 8. 

IT IS, THEREFORE, SO ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 26th day of Augus~ 2020. 

NOR11-!CAROL!NA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

APPENDIX A 
PAGE I OF7 

Rule RS-65. REPORT BY PERSONS CONSTRUCTING ELECTRIC GENERA TING 
FACILITIES EXEMPT FROM CERTIFICATION REQUIREMENT. 

(a) All persons exempt from ce:rtification undf:r G.S. 62-110.l(g) shall file with the 
Commission a report_ of the proposed construclion of an electric generating facility before 
beginning construction of the facility. The report shall be in the Form adopted by the Commission, 
shall include the information prescribed in subsection (g) below, and shall be signed and verified 
by the owner oflhe electric generating fac_ility or by an individual duly authorized.to act on behalf 
of the owner for the purpose of the filing. The facility owner-shall aJso be required to report to the 
Commission ·the completion of each such facility by giving notice of the Completion of 
construction to the Commission in accordance with section ·(i) of this Rule. Reports of proposed 
construction and· notices of completion,of construction shall be for informational purposes only, 
and shall not require action by the Commission.or the Public Staff. 

(b) Reports filed on behalf of a corporation are not subject to the provision of Rule Rl-5(d) 
that requires corporate pleadings-to be filed by a member of the Bar of the State of North Carolina. 
Should· a public hearing be requin;d, the requirements. of G.S. 84-4 and G.S. 84-4.1 shall be 
applicable. 

( c) The owner of the electric generating facility shaJI provide a copy of the report• to the electric 
public utility, electric membership corporation, or municipality to which the generating facility is 
or will be interconnected. This requirement shall not apply to an offering-utility, as defined in G.S. 
62-126.3(10), with regard to an electric generating facility that is intended to be a community solar 
energy facility, as defined in G.S. 62-126.3(3). 
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(d) The owner of the electric·generating facility shall file the report electronically or file an 
original &Rd ~ eopies of the report of proposed construction with the ·chief Clerk of the Utilities 
Commission. The report shall be accompanied by the foe re~uired by G.S. 62-3QO. 

(e) Upon lhe filing of a report of proposed construction, the ·Chief Clerk will assign a new 
docket or sub-docket number,to the filing. 

(f) The Commission may order a hearing on the report of proposed construction upon its own 
motion or upon receipt of a complaint specifying lhe basis thereof. Othel"Wise, no acknowledgment 
of receipt of the report of proposed·construction will be issued nor will any other further action be 
taken by the Commission. 

(g) The Report, 

(1) The report shall be Comprised of the-following four exhibits: 
(i) Exhibit I shall contain: 

APPENDIX A 
PAGE20F7 

a. The full and correct name, business address, business telephone 
number, and electronic mailing address of the facility owner; 

b. A statement of whether the facility owner is an individual, a 
partnership, or a corporation and, if a partnership, the name and 
business address of each general partfier and, if a corporation, the 
state and; date of incorporation and the name, business addi:"ess, 
business telephone number, and electronic mailing address of an 
individual duly authorized to act as.corporate agent for the p_urpose 
of the report and, if a foreign corporation, whether domesticated in 
North Carolina; and 

c. The full and correct name Of the site owner and, if the owner is other 
than the facility-owner, the facility owner's interest in the site. 

(ii) Exhibit 2 shall contain: 
a. A color map or aerial photo showing the location of the generating 

facility.site in relation'to local highways, streets, rivers, streams, and 
olher ~enerally known lOcal landmarks, except such map or photo 
shall nOt be required for solar photovoltaic systems wherein· solar 
panels are mounted on the roof of a residential or commercial 
building: and 

b. The"E911 street address;-county in which the proposed facility will 
be physically located, and GPS coordinates of the approximate 
center of the proposed facility site to the nearest second or one 
thousandth of a degree. 

5 
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(iii) Exhibit 3 shall contain: 
a. The.nature of the generating facility, including-the type and source 

o.f its power or fuel; 
b. A description of the buildings, structures and equipment-comprising 

the.generating facility and the manner ofits operation; 
c. The gross and·net generating.capacity of each unit and-the entire 

facility in alternating current (AC); 
d. The projected date on which the facility will' come·on.line; 
e. The facility owner's general plan for sale of.the electricity to be 

generated, including the utility to which·the facility owner-plans'to 
sell the electricity; 

f. the service.life ofthe:project; 
g. the.projected annual.sales in-kilowatt-hours; and 

APPENDIX A 
PAGE30F7 

h. whether the facility owner intends to earn renewable energy 
certificates that are eligible .for compliance, with the State's 
reriew~ble ·eriefgy and energy efficiency portfolio standard, and, if 
the facility to be·constructed is a community solar energy facility, as 
defined in G.S. 62-126.3(3),:a statement that the reneWable energy 
certificat.es.will be offered"to subscribers.in a manner consistent with 
G.S. 62-126:8(e)(8) and the·electric,public utility's consumer solar 
energy facility J)rogram approved by the Commiss,ion. 

(iv) Exhibit 4 shall contain.the expected cost of.the proposed fi:icility. 

(2) All reports shall be signe~ an.d verified by the facility owner or by an individual 
duly authorized to aet on behalf of the facility owner for the-purpose of the report. 

(3) Falsification of or failure to disclose any requii-ed information in the report may be 
grounds for rejecting the report. 

(4) Both·before the time construction js completed·and after, each facility owner shall 
advise 'both the·Commission and the·utility to which the generatingJacility is or 
will be interconnected of any plans to sell, transfer, or assign.the generating faCility. 
or,ofany significarit chaf.iges in the inforination set forth in subsection (g) of this 
Rule. 

(i) Notice of completion·of construction of facility. Within•ih_irty (30)-days of the completion 
of construction ofthe'facilitY, each facility,owner shall notify-the.Commission that the construction 
cif the facility is complete. This notice shall be made by filing a short, pl_ain statemen! that 
construCtion·ofthe facility is·compleie and·the date·on which the construction was completed. 
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DOCKET NO. --~SUB __ _ 
Filing Fee Tendered$, ________ _ 

Report or Proposed Construction (RP.C)- Commission Rule RS-65 

APPENDIX A 
PAGE40F7 

Pursuant to G.S. 62~110.l(g), any person who sec~ to construct an electric generating facility 
in North· Carolina, and is ~xcmpt ,from the requirement to obtain a certificate of public 
conven.icnce and necessity, is required to file this form and a notice or completion or the 
construction of-the facility. This· form may be accompanied by any exhibits or additional 
responses incorporated by r~fcrence therc,o and attached to this'form. This form must be 
accompanied by the required filing fee of$50;00. 

This fonn may be electronically filed. Please see www.ncuc.net for instructions. 

If this .'fonn is filed by hard copy, the original fllss tJ eof)ies must be presented at or transmitted to, 
the •office of the Chief Clerk. Regardless of the method of delivery, this fonn is not deemed filed 
until-it is received by the Chief Clerk, alOng with the required -filing fee. 

The mailing address is: 

Chief Clerk 
NC Utiliti~s Commission 
4325 Mail Service Center 
Raleigh, NC27699-43;!;()0 

Exhibits reauired bv Rule R8-64(b) 
(l)(i) Full and correct name of the 

owner of.the facilitv 
Facilitv name 
Business address 
E-mail address 
Teleohone number 

(ii) The owner is ( Check one) 

Ifa partnership, lhe name.and 
business-address-of each general 
nartner 
If a corporation, the state and 
date of incomoration 
If a partnership,.the name and 
address of.each-general partner 
(add additional sheets if 
neceSsarv) 

AnnJicant's Rcsnoosc 

□ Individual D Partnership 
□ Cnt'T'loration 
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(iii) The full and correct name of the 
site owner and, if the site owner 
is other than the applicant, the 
applicant's legal interest in the 
site 

APPENDIX A 
PAGE50F7 

(2)(i) ttach a color map or aerial photo showing the location of the generating facility site in 
elation to local highways, streets, rivers, streams, and other generally known local 

landmarks with the proposed location of major equipmentindicated on the-map or photo, 
including: the generator, fuel handling equipment, plant dislribution system, Startup 
quipment, the site boundary, planned and existing pipelines, planned and existing roads, 

planned and existing water supplies, and planned and existing electric facilities. A U.S. 
eological Survey map or an aerial photo map prepared via the State's geographic 

information system (found at www.gis.ncdcr.gov/hpoweb/) is preferred. Rooftop solar 
'nstallations are not re uired to file a ma or hOto. 

County in which the proposed 
facilit will be h Sicall located 
GPS coordinates of the 
approximate center'ofthc 
proposed facility site to the 
nearest second or one 
thousandth of a de 

(3)(i) The nature of the.facility, 
including its technology, and the 
source of its 

(ii) A description of the buildings, 
structurcs'and equipment 
comprising the generating facility 
and·the manner of its o eration 

(iii) The gross and net projected 
maximum dependable capacity of 
the facility in megawatts -
Alternatin Current 

8 



(iv) 

(v) 

(vi) 

(vii) 

(yjii) 

(ix) 

(x) 

(~) 

GENERAL ORDERS - ELECTRIC 

The facility's nameplate 
capacity in megawatts -
AlternatinP Current 
The·projected date on which-the 
facilitv will come on line 
The applicant's general plan for 
sale of the electricity to be 
generated, including the name of 
utility to which the applicant 
nlans to sell the electricitv 
Any provisions for wheeling of the 
electricif,· if a--licable 
Arrangements for firm, non- firm, 
or emergency generation, if 
annlicable 
The·service life of the nroiect 
The projected annual sales in 
kilowatt-hours 

APPENDIX A 
PAGE60F7 

Whether the applicant intends to produce renewable energy certificates that are eligible 
for compliance with the State's renewable energy and energy efficiency portfolio 
standard 

D Yes D No 

The expected cost of the $ 
nronosed facilitv 

Confidentiality 
If an applicant considers certain of the required infonnation above to be confidential and entitled 
to protection from public disclosure, it may designate said infonnation as confidential and file it 
under seal. Documents marked as confidential will be treated pursuant to applicable Commission 
rules, procedures, and orders dealing with filings made under ·seal and with nondisclosure 
agreements. 

Verification 
All reports shall be signed and verified (notarized) by the applicant or by an individual duly 
authorized to act on behalf of the applicant for the purpose of the report. A blank verification page 
is attached below. 
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VERIFICATION 

APPENDIX A 
PAGE70F7 

STATE OF __________ COUNTY or ________ _ 

Signature of Owner's Representative or Agent Title Of Representative or Agent 

Typed or Printed Name of Representative or Agent 

The above named person personally appcarcd·before me this day and, being first duly sworn, says 
that the facts stated in the foregoing report and any exhibits, documents, and statements thereto 
attached are true as he or.she believes. 

WITNESS my hand and notarial seal, this ___ day ,of ______ ~ 20 

My Commission Expires: ___________ _ 

Signature of Notary Public 

Nrune.ofNotary Public- Typed or Printed 

This origiaal veriHeatiea ffi!,iSt be affut:e0oto the original report, aml a eof)y efthis ,•eriHeation must 
130 aR-ilceEI te eaeh efthe espies tflat aFO also s1:1bmiUe8 to the Cemmissiee. 
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APPENDIXB 
PAGE I OF7 

Rule RS-65. REPORT BY PERSONS CONSTRUCTING ELECTRIC GENERA TING 
FACILITIES EXEMPT FROM CERTIFICATION REQUIREMENT. 

(a) All persons exempt from certification under G.S. 62-110.l(g) shall file with the 
Commission a report of the proposed construction of an electric generating facility before 
beginning construction of the facility. The report shall be in the form adopted by the Commission, 
shall include the information prescribed in subsection (g) below, and shall be signed and verified 
by the owner of the ~lectric generating facility or by an individual duly authorized to act on behalf 
of the owner for the purpose of the filing. The facility owner shall also be required to report to the 
Commission the completion of each such facility by giving notice of the completion of 
construction to the Commission in accordance with section (i) of this Rule. Reports of proposed 
construction and notices of completion of conslruction shall be for infonnational purposes only, 
and shall not require action by the Commission or the Public Staff. 

(b) Reports filed on behalf of a corporation are not subject to the provision of Rule Rl'-5(d) 
that requires corporate pleadin~ to be filed by u meinber of the Bar oft~e State of North Carolina. 
Should a public hearing be required, the requiremenls of G.S. 84-4 and G.S. 84-4.1 shall be 
applicable. 

(c) The owner of the electric generating facility shall provide a copy of the report to the electric 
public utility, electric membership corporation, or municipality to which the generating facility is 
or will be interconnected. This requirement shall not apply to an offering utility, as defined in 
G.S. 62-126.3(10), with regard to an electric generating facility that is intended to be a community 
solar energy facility, as defined in G.S .. 62-126.3(3). 

( d) The owner of the electric generating facility shaII file the report e!ectronically or file an 
original of the report of proposed construction with the Chief Clerk of the Utilities Commission. 
The report shall be accompanied by the fee required by G.S. 62-300. 

(e) Upon the filing of a report of proposed construction, the Chief Clerk will assign a new 
docket or sub-docket number to the filing. 

(f) The Commission may order a hearing on the report of proposed construction upon its own 
motion or upon receipt of a complaint specifying the basis thereof. Otherwise, no acknowledgment 
of receipt of the report of proposed construction will be issued nor will any other further action be 
taken by the Commission. 

(g) The Report. 

(I) The report shall be comprised of the following four exhibits: 
(i) Exhibit I shall contain: 

11 
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APPENDIXB 
PAGE20F7 

a. The full and. correct name, business address, business telephone 
number, and ele◊tronic mailing address of the.facility owner; 

b. A statement of whether the facility owner is an individual, a 
partnership. or a corporation and, ff a partnership, the name and 
bus_iness address of each general partner and, if a corporation, the 
state and date. of incorporation and the ·_name, business address, 
business telephone number, and .electronic ril.ailiqg address of an 
individual duly authorized to _act as corporate agent for the purpose 
of-the report and, if a foreign corporation, whether domesticated in 
North Carolina; and 

c. The full and correct name of the site owner-and, if the owner is other 
than the facility-owner, the-facility owner's interest in the site. 

(ii) Exhibit 2 shall contain: 
a. A color map or aerial photo showing the location of the generating 

facility site in relation to locrilliighways, streets, rivers, streams, and 
other generally known local .landmarks,_except such m~p or photo 
shall not be required for solar photovoltaic systems wherein solar 
panels are mounted on the roof of a residential or commercial 
building; and 

b. The'·E91.1 street address, county in which the proposed facility will 
be .physically located, an.d GPS coordinates of the. approximate 
center- of the proposed fa"ciiity site· to the nearest second or one 
thousandth·of.a degree. 

(iii) Exhibit 3 shall-contain: 
a. The-nature of the generating facility, including the type and source 

ofits·power or fuel; 
b. AdeseriptiOfl of the.buildings, Structures and equipment Comprising 

the generating facility and.the manner of its operation; 
c. The gross and net .generating capacity of each uhit and the entire 

facility in alternating current (AC); 
d. The projected date on which!the facility will come on line; 
e. The facility owner's· general p_lan for sale of the electricity to be 

generated, including the utility to which the facility owner plans to 
Sell the electricity; 

f. the service life ofthe project; 
g. the projected annual saleS·in kilowatt;.hours;·and 

12 
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APPENDIXB 
PAGE30F7 

h. whether the facility owner intends to earn renewable energy 
c~rtificates that are eligible for compliance with the State'S 
renewable energy nnd energy efficiency portfolio standard, and, if 
the facility to be constructed is a com;nmnity solarenergyfacility, as· 
defined in G:S. 62-1i6.3(3), a state_ment'that the renewable energy 
certificates will be offered to subscribers in a mannefcorlsistent with 
G.S. 62-126:8(e)(8) and the'electric public utility's consumer solar 
energy facility_program approved by the Comniission. 

(iv) Exhibit.4 shall contain the expected-cost of the proposed facility. 

(2) All reports·shall be·signed and verified by the.facility owner or by an individual 
duly authorized to act on-behaJf of the facility owner for the.purpose of the report. 

(3) Falsification of or failure to disclose any required information in the report may be 
grounds for rejectingthe report. 

(4) Bqth before the time construction is completed and after, each facility owner sh_all 
advise-both· the Commission and .the. utility to .which the generating facility is or 
will.be interconnected of any plans to sell, transfer, or assigIJ the generating facility 
or of any significant,changes in the. information set forth in subsection (g) of this 
Rule. 

(i) Notice of completion of construction of facility. Within thirty{30) days Of the completion 
ofconstruction of the facility, each facility owner shall notify~e Commi_sSion that the construction 
of the facility is complete. This ,notice shaJI be made by filing a short, plain statement that 
construction of the facility is complete afid the.date oh which the construction was completed. 

13 
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DOCKET NO. --~SUB __ _ 

Filing Fee Tendered$ _______ _ 

Report of Proposed Construction (RPC) - Commission Ruic RS-65 

APPENDIXB 
PAGE4OF7 

Pursuant to G.S. 62-110.l(g), any pcrson·who seeks to constru~t an electric gc_ncrating facility 
in North Carolina, and i:S exempt from the requirement to obtain a certificate of public 
convenience and necessity, is required to fde this form and a notice of completion of the 
construction of the facility. This form may ·be accompanied-.by ·any exhibits or additional 
responses incorporated by reference thereto and attached to-this form, This form must be 
accompanied by the required filing fee of$50.00. 

This form may be electronically filed. Please see www.ncuc.net for instructions. 

If this form is filed by hard copy, the priginal must be presented at or transmitted to the office of 
the Chief Clerk. Regardless of the method of delivery, this form is not deemed filed until it is 
received by the Chief Clerk, along with the required filing fee. 

The mailing address is: 

Chief Clerk 
NC Utilities Commission 
4325 Mail Service Center 
Raleigh, NC 27699-4300 

Exhibits reauired bv Rule R8-64(b) 
(I )(i) Full and correct name of the 

owner of the facilitv 
Facilitv name 
Business address 
E:.mail address 
Telenhone number 

(ii) The owner is (check one) 

If a partnership, the name and 
business address of each general 
oartner 
If a corporation, the slate and 
date of incomoration 
If a partnership, the name and 
address of each general partner 
(add additional sheets if 
necessarv) 

Annlicant's Rcsoonsc 

□ lndividuaJ D Partnership 
□ Comoration 
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(iii) 

(2)(i) 

(ii) 

(3)(i) 

(ii) 

(iii) 

GENERAL ORDERS - ELECTRIC 

Owner's agent for purposes of 
this reoort ifannlicable: 
Agent's business address 
Agent's e-mail·addrcss 
Ae:ent's teleohone number-
The full and correct naine of the 
site owner and, if the site owner 
is other than the applicant, the 
applicant's legal interest in the 
site 

APPENDIXB 
PAGESOF7 

!Attach a color map·or aerial photo showing.the location of the generating facility site in 
elation to local highways, streets, rivers, streams, and other generally known local 
andmarks with the proposed location of major equipment indicated on,thc map or photo, 
including: the generator, fuel handling equipment, plant distribution system, startup 
F<}uipment, the site boundary, planned and existing pipelines, plaflncd and existing roads, 
!Planned and existing water supplies, and planned and existing electric facilities. A U.S. 
!Geological Survey map or an aerial photo map prepared via the State's geographic 
information system (found at www.gis.ncdcr.gov/hpoweb/) is preferred. Rooftop solar 
installations are not required to file a map or photo. 
E9 l l street address of the 
nronosed facilitv 
County in whi~h the.proposed 
facilitv will be nhvsicallv located 
GPS coordinates of the 
approximate center of the 
proposed facility site to the 
nearest second or one 
thousandth of a degree 

The nature of the facility, 
including its technology, and the 
source of its nower and-fuel(s) 
A description of the buildings, 
structures and equipment 
comprising the generating 'facility 
and the manner of its ooeration 
The gross and net projected 
maximum dependable capacity of 
the facility in megawatts -
Altematine: Current 
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The facility's nameplate 
capacity in megawatts -
Altematin Current 

(iv) The projected date on which the 
facilit will come on line 

(v) The applicant's general plan for 
sale of the electricity to be 
generated, including the name of 
utility to which the applicant 
!ans to sell the clectrici 

Any provisio·ns for wheeling of the 
electricit if a licable 
Arrangements for firm, non- firm, 
or emergency generation, if 
a licable 

The projected annual sales in 
kilowatt-hours 

APPENDIXB 
PAGE 60F7 

(x) Whether the applicant intends to produce renewable·energy certificates that are eligible 
for compliance with the State's renewable energy and energy efficiency portfolio 
standard 

□ Yes D No 

(4) $ 

Confidentiality 

If an applicant considers certain of the required information above to be confidential and entitled 
to protection from public disclosure, it may designate said information as confidential and file it 
under seal. Documents marked as confidential will be treated pursuant to applicable Commission 
rules, procedures, and orders dealing with filings made under seal and with nondisclosure 
agreements. 

Verification 

All reports shall be signed and verified (notarized) by the applicant or by an individual duly 
authorized to act on behalf of the applicant for the purpose of the report. A blank verification page 
is attached below. 

16 



GENERAL ORDERS - ELECTRIC 

APPENDIXD 
PAGE70F7 

VERIFICATION 

STATE OF ________ _ COUNTY OF _______ _ 

Signature of Owner's Representative or Agent Title of Representative or Agent 

Typed or Printed Name of Representative or Agent 

The above named person personally appeared before me this day and, being first duly sworn, says 
that the facts stated in the foregoing report and any exhibits, documents, and statements thereto 
attached are true as he or she believes. 

WITNESS my hand and notarial seal, this ___ day of---------~ 20 

My Commission Expires: ___________ _ 

Signature of Notary Public 

Name of Notary Public - Typed or Printed 
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DOCKET NO. E-IO0, SUll 113 

BEFORE THE NORTH CAROLINA UTILITIES'COMMISSION 

In the Matter of 
Rulemaking Proceeding to Implement Session 
Law 2007-397 

ORDER MODIFYING 'l1ffi SWINE 
WASTE SET-ASIDE REQUIREMENTS 
AND PROVIDING OTHER RELIEF 

BY THE COMMISSION: On September 25, 2020, a verified motion to modify and delay 
the requirements ofN.C. Gen. Stat..§ 62-133.S(e) was filed jointly by North Carolina Electric 
Membership Corporation (NCEMC);. Fayetteville Public Works Commis_sion (FPWC); 
EnergyUnited Electric Membership Corporation{EnergyUnited);•_the Tennessee Valley Authority 
(TVA); the Town of Waynesville (Waynesville); North Carolina Eastern· Municipal Power 
Agency (NCEMPA); and North Carolina Municipal Power Agency Number I (NCMPAI) 
(hereinafter referred to collectively as the Joint Movants)1" seeking Commission approval to 
(1) modify- the swine waste set-aside requirements of the North Caroli_na Renewable Energy and 
Energy Efficien_cy Portfolio Standard_(REPS) by delaying the compliance _requirements for the 
electric municipal corporations (EMCs) and municipalities (Munis) forone year; (2) allow -the 
EMCs and Munis to bank any swine waste-derived renewable energy certificates (RECs) 
previously or subsequently acquired for use in future compliance years; and (3) allow:the EMCs 
and Munis-to replace-compliance with the·sWine waste set-aside,requirement in 2020 with other 
compli;mce measures in accordance with N.C.G.S .. § 62-133.S(b),.(c), and'(d). The Joint Movants 
state that they have individually and collectively made reasonable efforts t_o comply with the swine 
waste _Set-aside requirements and argue that the relief sought is in the pub_lic interest. The Joint 
Movants note that they are ·not requesting a modification of the pollltry waste set-aside 
requirements of N.C.G.S. § 62-133.S(f) ·~· part of thi~ JointMotjon. ,Finally, the Joint- Movants 
request. that the Commission consider and approve their motion without an evidentiary hearing 
because 'they believe that 'through required semiannual reports .and stakeholder meetings, 
stakeholders· and regulatory staff have. ample information surrounding the EMC'S and Muni's 
compliance efforts. 

On November· 20, 2020, the Commission issued an Order Requesting Comments. Ori 
November 24, 2020, the Public Staff filed a letter detailing two stakeholder meetings held in 2020 

1 NCEMPA states that it is acting in ils capacity as REPS compliiinCCaggn!gator fur23 North Carolina 
distribution elci:tric membership corporaliollS, two cooperatives headqunrtered oulSide of North Carolina, and·lhree 
North Carolina towns which arc Clectric power. suppliers. TY A states that it is acting in its capacity as REPS 
compliance aggregator for Blue Ridge Mountai.n Electric Membership Corpoiation. Mountain Electric Cooperative, 
Tri-State Electric Membership Corporation and Murphy_ Electric Power Board which are <electric suppliers. 
NCEMPA stales that it is acting in ils capacity as.REPS comj:,liance aggregator for its 32 member municipalities which 
are power suppliers. NCMPAI asserts that it is acting inilscapacityas REPS complianceaggregator forils 19 member 
municipalities which are electric power suppliers. 

Further, based on infonnation su~milled in the Public Staff's Motion for Le.ave to File Supplement Comnients 
and Supplemental Comments of Public Staffon Joint Mcition to Delay the 2020 Swine.Waste Set-Aside Reqtiiremenis 
for-CertainHeciric Powef Suppliers detailed in thls Order on page 4, tbe,tcrm Joint Mo-vanlS shall be understood-to 
refer tq the p~ies to this matter as well as all electrie membership corporations and municipalities in North Carolina 
regardless of their participation as a party to the Joint Motion. 
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in response to the,Commission's December 16, 2019 Order Modifying the Swine and'Poultry 
Waste Set-Aside Requirements and Providing Other Relief(2019 Delay Order). The Public Staff 
and the North Carolina Pork Council (NCPC) filed comments on December 3 and 7, 2020, 
respectively_. On December 4, 2020, Optima MH, LLC (Optima MH), filed a Petition to 111.tervene 
and Initial Comments. No other.party filed comments on the motion. On December 9, 2020, the 
Commission issued an order granting Optima MH's petition.to intervene. 

On D_ecember 10, .2020, the Joint Movants filed a Motion for Leave to File Reply 
Comments. By Order dated December 14, 2020, the Commission denied the Joint Movants' 
motion but noted it would consider the prospective reply comments included_ ·with the Joint 
Movants' ·m6tion. 

On December 15, ·2020, the, Public Staff filed a Motion for Leave to File Supplemer:ital 
Comments and Supplemental Comments on the Joint Motion to Delay th~ 2020 Swine Waste Set
Aside. Requirements for Certain Electric Power Suppliers (Supplemental Comments). The 
Commission granted the Public Staff's Motion and accepted its Supplemental Comments on 
December 21, 2020. 

SUMMARY OF THE COMMENTS 

In its comments Optima MH asserts that the -Joint Movants have not made reasonable 
efforts.to comply with the swine waste set-aside·,requirements. Optima_ MH states, that NCEMC 
failed to:engage in more.than initial,discussions with Optima MH ·regarding the development of a 
project that would produce swine waste RECs for NCEMC or any of its me111ber cooperatives. 
Optima MH further stat~ that NCEMC's failure to continue negoti~tions placed Optima in a "new 
dimension of development limbo- preventing the projeqt from being financed and built"--, and 
that NCEMC should have provided more detail to the Commission regarding the project in its Joint 
Motion. Additionally, Optima MH states thatNCEMC indicated that the pricing of the swine waste 
RECs was the sole reason NCEMC did not negotiate further with Optima MH and that ••[i]f 
NCEMC had diligently evaluated and accepted .... Optima's proposal,-the project could have ~en• 
constructed and would have been generating ·REcs in 2020." Optima MH questions the Joint 
Movants' willingness to actually. purchase swine-waste RECs from.its projects. Optima-MH warns 
the Commission to be skeptical of claims that prices for swine wast~ RECs are unreasonable and 
·states.that an off-rarrip from the statutoty·REPS requirements pursuant to Commission Rule R9-67 
"should,be deemed to be extraordinary relief and not routinely relied upon or sought as a d~facto 
matter of course.!' Optima MH ,does .not ·expressly oppose the Joint Motion but asks the 
CommisSion- to keep its concerns in the forefront in any future requests for •~off-ramps from S\Yine 
waste RECs set-aside requirements." 

In its comments NCPC states-that it does not oppose the JointMovants' motion. However, 
NCP,C-expresses frustration with what it perceives as the Joint Movants' "nonchaJant approach to 
the-set-aside ~uirements," and discusses avenues which the Joint -Movants can pursue more 
aggressively in their attempts to comply with the swine waste set-aside requirements. In stating 
that a new approach by the Joint Movants is warranted, ·NCPC recommends that as a condition of 
granting the Joint Movants' motion, the Commission should require ·the movants, jointly and 
individually, to submit a detailed compliance plan showing how each intends to achieve 
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compliance with the swine· waste set-aside requirements. While NCPC desires a change in the 
future-actions of the Joint Movants, it supports granting the Joint Movants! requests without an 
evidentiary hearing. 

The Public Staff's letter detailing its two· stakeholder meetings briefly summarizes the 
topics of discussion regarding supply-side shortages that impacted the availability of swine waste 
set-aside RECs and whether these shortages are due to technology, REC prices, or interconnection 
issues. The letter also references discussion -of the -challenges experienced with the 
swine-waste-to-energy project owned by North Carolina Renewable Power-Lumberton, LLC, 
including the project's viability and impact on REC contracts, as. well as an industty· shift from 
on-fann generation to directed biogas technology. The Public Stalfin its comments states that the 
semiannu'al reports,ofthc EMCs and the Munis indicate that they are making good faith efforts to 
comply with the swine waste set-aside requirements but will be unable-to comply in 2020. Th~ 
Public Stafrs analysis of the semiannual reports concludes that "most EMC/Muni Suppliers do 
not have sufficient in-state swine.waste RECs to comply with a 0.04% requirement, much less the 
0.07% requirement" set in the 2019 Delay· Order. The Public Staff indicates that requiring 
retirement of banked swine waste-derived RECs will deplete the supply of RECs and make 
compliance more difficult in subsequerit years. Based upon its review of this data, the·P\Jbiic Sta IT 
recommends that the Comffiission grant the EMCs and Munis requested modifications to the swine 
waste set-aside requirements without an evidentiary hearing. The Public 'Staff requests that the 
Commission direct the EMCs and Munis that are.subject'to the semiannual filing requirement to· 
continue to subll1it semiannual reports consistent with the schedule and format required by the 
December l,2015Order Modifying the Swine and Poultry Waste Set-Aside Requirements and 
Providing Other Relief (2015 Delay-Order) issued iil this docket 

In their Reply Comments, the Joint Movants poinf-oUt that NCPC and Optima Ml-I do not 
request that the Joint Motion be denied, but instead their comments focus on "prospective" relief. 
The Joint Movants do not take issue with NCPC's recommendation that direded biogas should 
continue to be explored, but they do oppose NCPC's·proposal for an additional compliance filing 
atop the semiannual reports currently provided. In response to Optima MH's comments, the Joint 
Movants state that "an electric supplier's status of being 'below the statutory cap' has never been 
the sole.determinant- of whether its compliance efforts were reasonable, nor whether a particular 
REC purchase contract should have been entered into." The Joint Movants cite the Commission's 
prior decision not to inject itself in the electric power.suppliers' decision-making-process and state 
that NCEMC's decision not to contract with Optima MH was disclosed in its semiannual report. 
The Joint Movants further provide -that both NCPC and Optima MH have provided 'Selective 
information in their comments omitting information regarding a Request for Proposal (RFP) from 
a group including the Joint. Movants and that Optima did not submit a proposal in response to 
the RFP. 

In its SupplementaJ Comments the Public Staff clarifies that in its December 3 Commenls, 
it included Carolina Power Partners (CPP)1 with the Joint Movants as EM Cs or Munis'for purposes 

1 CPP is not an electric power supplier under N.C.Ci.S. § 62;.133.8 but is acting in i!s capacity as a complj_ance 
aggregator for the City of Concord, the City of Kings Mountain. the Town ofBlack Creek, the Town of Lucama., the Town 
of Sharpsburg, the Town ofStantonsburg. 3Jld the Town ofWint.erville. 
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of its comments and recommendation even though CPP d_id not join the Joint M0tion. Additionally, 
the Public S_taff states that after contacting counsel with Duke Energy Carolinas, LLC' (DEC), 1 and 
Virginia Electric and Power Company, d/b/a Dominion Energy North Carolina (DENC),2 even 
though neither DEC-nor DENC is a party to the Joint Motiori they authorize-the Public .. Staffto 
reque~t that the EMCs and MWlis for which they provide REPS compliance services receive tl!e 
sarile treatment provided to Joint Movants. 

DISCUSSION 

Pursuant to N.C.G.S. § 62-133;8(i)(2), the Conunission,,in developing rules implementing 
the REPS, shall: 

Include a-procedure to modify or delay the provisions of subsections (b), (c), (d), 
(e), and (f) of this section in whole or in,part if the Commission determines that it 
is in.the public interest to dc, so. The procedure adopted pursuant lo this subdivision 
shall include a requirement that the electric power supplier.demonstrate that it made 
a reasonable effort to meet the requirements set out in this section. 

Commission Rule R8-67(c)(5) states: 

In any year, an electric power supplier or other interested party may petition the 
Commission to modify or delay the provisions ofN.C.G.S. § 62-133.S(b), (c), (d), 
(e) and (f), in,whole or _in part. The Commissiori may grant such petition upon-a 
finding that it is in the.public interest to do so. If.an electric power supplier iS the 
petitioner, it shall demonstrate that it has made a reasonable effort· to meet the 
requirements of such provisions. 

The Commission has previously exercised-this authority and delayed compliance with the swine 
and poultry waste set-asid~ requirements on several occasions by the following orders issued in 
this docket: the November 29, 2012 Ori:ler Modifying the Poultry and Swine Waste 'Set-Aside 
Requirements and Granting.Other Relief; the Man:h 26, 2014 Final Order Modifying the Poultry 
and Swine Waste Set-::As_ide Requirements,and Providing Other Relief; the November 13, 2014 
Order Modifying-the:Swine Waste Se_t-:Aside Requirement and Providing.Other Relief; the 2015 
Delay Order; PJe October 17, 2016 Order Modifying the .Swine and Poultry Waste· Set_-Aside 
Requirements· and Providing Other Relief; the October 16, 2017 Order Modifying the Swine and 
Poultry Waste Set-Aside .Requirements and Providing Other Relief; the October 8, 2018' Order 
Modifying the Swine and Poultry Waste Set-Aside Requirements and Providing Other Relief; and 
the 2019 Delay Order (collectively, Delay Orders). 

As an initial matter the Commission considers the Joint Movants' request.to consider and 
approve their motion without the need- for an evidentiary hearing. In suppqrt of this request, the 
Joint Movants state that the compliance status for the swine waste set-aside requirements is-

1 DEC serves as lhe REPS compliance ag,gregatcir for Blue Ridge Electric Membership Cotp0ration, Rutherford 
Electric Membership Corporation, theTo\\"n of Dallas, the Town ofForest City, and the Town of Highlands. 

2 DENC provide REPS compliance services for the Town of Wrndsor. 
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essentially unchanged since the Commission issued its 2019 Delay Order. The motion is verified 
by Andrew M. Fusco, Vice President, Member Services and Corporate Planning, for ElectriCities 
of North Carolina, In_c., pursuant to Commission Rule Rl-7 on behalf of the Joint Movants. The 
Public Staff, like the Joint Movants, recommends that the Commission approve the request without 
an evidentiary hearing. No party filed comments opposing this portion of the motion. Based upon 
the foregoing, the Commission finds that the material facts in this matter, including those contained 
in the Joint Movants' verified motion and in the semiannual reports filed in Docket No. E-100, 
Sub 113A, are uncontroverted and concludes that the motion may appropriately be decided without 
an evidentiary hearing. 

Based on the semiannual reports submitted by the EMCs and Munis:in Docket No. E-100, 
Sub l I 3A, the verified motion, the parties' comments, and the entire record herein, the 
Commission finds .that the EM Cs and Munis have made a reasonable effort to comply with the 
2020-sfatewide swine waste set-aside requirement established by N.C.G.S. § 62-133.S(e) but will 
not be able to comply. Compliance with the swine wnste set-aside requirements has been hinder_ed 
by the fact that the technology of power production from swine waste continues to face challenges 
and that swine waste-to-energy projects continue lo experience operational difficulties. While 
Optima_ MH-asserts that had certain contracts-been finalized_ for facility construction, it could have 
produced swine RECs in 2020,,neither it nor any other party presented evidence,that the aggregate 
2020 swine waste set-aside requirement could be meL 

The Commission's Delay Orders have noted that while electric power suppliers have been 
able to comply with the modified poultry waste set-aside requirements and some electric power 
suppliers·have been able to comply with the modified swine wnste set-aside requirements through 
a graduated incre.ase in these requirements, other electric power suppliers have not been aDle to 
meet the swine waste RECs reqt.iirements. lndustry advance's' discussed in the comments of Optima 
MH aild NCPC indicate that encouraging developments·are occurring in the technology of power 
production from swine·waste which, when combined with the availability ofRECs banked from 
current and prior years, would increase the. likelihood that compliance with the swine waste 
set-aside requirements will be achieved al some point. The Commission finds that the verified 
Joint Motion along with the comments filed by Optima MH, NCPC, the Reply Comments of 
NCEMC, and the Supplemental Comments filed by the Public Staff demonstrate that the point of 
achieving compliance or partial compliance with the swine waste set-aside requirements for the 
EMCs and Munis has not yet arrived. The.Commission agrees with the Public Staff that requiring 
the EMCs and Munis to-meet the 2020 swine waste set-aside requirenient established in the 2019 
Delay Order would derail the progress made to date by the EMCs and Munis and render 
compliance for 2020 and future years difficult or impossible. Such action is not in the public 
interest. Therefore, consistent with the-2019 Delay Order, the Commission detennines that-it is in 
the.public interest to delay entirely the 2020 swine waste set-aside requirement for one additional 
year for the EMCs and Munis; allow the EMCs and Munis that have acquired swine waste RECs 
for 2020 REPS compliance to bank ·such· RECs for swine waste set-aside compliance in future 
years; and allow the EMCs and Munis to replace compliance with the swine waste 
set-aside requirement in 2020 with other compliance measures in accordance ·with 
N.C.G.S. § 62-133.S(b), (c), and(d). 
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The Commission notes the frustration expressed by NCPC and Optima MH and agrees that 
aggressive problem solving will be required by all parties· for the EM Cs and Munis· to achieve 
compliance with swine waste:set-aside re!l_uirements. Therefore, the Commission finds that the 
EMCs and Munis, or their utility compliance aggregator, shall be required file with the 
Comrriission a one-iime compliance plan detailing the efforts and actions they .intend to take to 
comply with the swine waste.set-aside requirements for 2021 and future years. The Commission 
cautions the EMCs and Munis that they are mandated to use reasonable efforts, which include 
consideration of novel technologies and different approaches, to comply with the swine waste 
set-aside requirement set forth in this order for compliance in 2021. 

While the Commission does not intend to interject itself into the parties' negotiations, 
failure to communicate with swine waste developers is_ directly relevant to the question of whether 
the electric power suppliers have made a good faith effort to comply with the swine waste set-aside 
requirements. Accordingly, the Commission expects that through collaborative efforts with 
interested stakeholders and the Public Staff, the_ EMCs and Munis will be in a position to make 
great progress in achieving compliance with swine-waste REC reporting in the coming year. 
Accordingly, the EMCs and Munis should continue all reasonable efforts to comply with the swine 
waste set-aside requirements as modified by this Order; 

IT IS, THEREFORE, ORDERED as follows: 

I. That the swine.waste set-a,;;ide requirements ofN.C.G.S. § 62-133.S(e) for electric 
membership corporations and municipalities shall be, and are hereby, modified ·according to the 
following schedule: 

Calendar Year 
2020 
2021 
2022-2024 
2025 and thereafter 

Requirement for Swine Waste Resources 
0.00% 
0.07% 
0.14% 
0.20% 

2. That the electric membership corporations and municipalities shall be allowed to 
bank any swine waste RECs previously or subsequently acquired for use in future compliance 
years and to replace compliance with the swine waste set-aside requirement in 2020 with other 
compliance measures pursuant to N.C.G.S. § 62-133.S(b) and (c), including the use of solar RECs 
beyond the requirements ofN.C.G.S. § 62-133.8(d); 

3. That the electric membership corporations and municipalities subject to the 
semiannual filing requirement shall .continue to report on the schedule estab_lished in the. 2015 
Delay 'Order. These reports sha11 continue to include the infonnation specified in Ordering 
Paragraph 3 of the Commission's-2015 Delay Order; 

4. That; in addition to the semi~ual filing requirements, the.electric membership 
corporations and municipalities, or their utility compliance aggregator, shall be required to submit 
to the Commission, within __ Six months of the date of this order, a one-time compliance plan 
detailing their intended efforts and actions to comply with the swine waste set-aside requirements 
for 2021 and future years; and 
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5. That the Chief Clerk is directed to· deliver a· copy of this Order to the 
NC-RETSAdministrator. 

ISSUED BY ORDER OF THECOMMISSJON. 
This,the 30th dayofDecember, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
A. Shonta Dimsto~ Deputy Clerk 

DOCKET NO. E-100, SUB 158 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In·the Matter of 
Biennial Determination of Avoided Cost 
Rates for Electric Utility Purchases from 
,Qualifying Facilities-2018 

ORDER ESTABLISHING ST AND ARD 
RATESANDCONTRACTTERMSFOR 
QUALIFYING FACILITIES 

HEARD: 

BEFORE: 

Tuesday, February 19, 2019, at 9:30 am., in Commission Heari.ng Room, Dobbs 
Building, 430 Nonh Salisbury Stree~ Raleigh, North Carolina 

Monday,. July 15, 2019, at 1:3ffp.m., in Commission Hearing Room, 
Dobbs Building, 430 Nonh Salisbury Suee~ f!.aleigh, Nonh Carolina 

Chair Charlotte A. Mitchell, Presiding; and. Commissioners ·ToNola D. Brown
Bland, Lyons Gtay, andDaniel,G. Clodfelter 

APPEARANCES: 

For Duke Energy Carolinas, LLC, and Duke Energy Progress, LLC: 

Kendrick C. Fentress, Associate General .Counsel, Duke Energy Corporation, 
4IO South Wilminglon Stn:e~ NCRH 20, Raleigh; North Carolina 27601 

E. Brett Breitschwerdt, McGuireWoods LLP, 434-Fayetteville·Street, Suite·2600, 
Raleigh, Nonh Carolina 2760 I 

For Virginia Electric and Power _Company, d/b/a Dominion-Energy North Carolina: 

Mary Lynne Grigg and Nick Dantonio, McGuireWoods LLP, 434 Fayetteville 
S!Iee~ Suite 2600, Raleigh, Nonh Carolina 27601 
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For North Carylina Sustainable Energy Association: 

Benjamin Smith, Regulatory Counsel, 4800 Six Forks Road, Suite 300, Raleigh, 
North Carolina 27604 

For Carolina Utility Cusiomers Association, Inc.: 

Robert F. Page, Crisp & Page, 4010 Barrett Drive, Suite 205, Raleigh, North 
Carolina 27609 

For Cube Yadkin Generation LLC: 

Ben Snowden,- Kilpatrick Townsend & Stockton, 4208 Six ForksR0ad, Suite 1400, 
Raleigh, North .Carolina 27609 

For North Carolina Clean Energy Business Alliance and Ecoplexus, Inc.: 

Karen M. Kemefait., Fox Rothschild, LLP, 434 Fayetteville Street, Suite.2800, 
Raleigh, North Carolina 27601 

.for North Carolina Clean Energy Business Alliance: 

Steven Levitas, Kilpatrick Townsen~ 4208 Six Forks Road, Suite 1400, Raleigh, 
North Carolina 27609 

For North Carolina Small Hydro Group: 

Deborah Ross, Fox Rothschild, LLP, 434 Fayetteville Stree~ Suite 2800, Raleigh, 
North Carolina27601 

For NC WARN, Inc.: 

Kristen L. Wills, Staff Attorney, NC WARN, Inc., 2812 Hillsborough Road, 
Durham, N0rth Carolina 27715 

Matthew D. Quinn, Lewis & Roberts, PLLC, 3700 Glenwood Avenue, Suite 410, 
Raleigh, North Carolina 27612 

For Southern Alliancc·for Clean Energy: 

Lauren J. Bowen, Senior Attorney, and Maia Hutt,. Associate Attorney, Southern 
Environmental Law Center, 601 West Rosemary Street, Suite 220; Chapel, Hill, 
North Carolina 27516 
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For the Using and Consuming Public:. 

Jennifer T. Harrod, Special Deputy Attorney· General, and Teresa Townsend, 
SpeciaJ,Deputy Attorney General, North Carolina Department of Justice, 114 West 
Edenton Street, Raleigh, North Carolina 27603, 

Tim ~ Dodge, Lucy E. Edmondson, Layla Cummings, and Heather D. Fennell, 
Public Staff - North Carolina Utilities· Commission, ·4326 Mail "Service Center, 
Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: This is the 2018 biennial proceeding held by the North Carolina 
Utilities Commission pursuant to the• provisions .of Section 210 of the Public Utility Regulatory 
Policies Act of 1978 (PiJRPA}; 18 U.S:C. § 824a-3, and the Federal Energy Regulatory 
Commission's (FERC) regulations impleme·nting those provisions, which .delegates 
responsil:iilities in that regard to this Commission. This proceeding iS also held pursuant to N.C. 
Gen. Stat. § 62-156, which requires this Commission to detennine the,tates to be paid- by 
electric public utilities for power purCh:ised from small power producers, as defined in 
N:C.G.S. § 62-3(27a), 

Section 210 of PURP A and 'the regulations promulgated ,thereto by-the FERC prescribe the 
responsibilities of the FERC and of state regulatory authorities, such as this·Commission,·relating 
to the development of cogeneration and small.power production. Section 210 of PURPA requires 
the FERC to adopt such rules as it determines necessary to encourage cogeneration and small 
power producti6n, including-rilles requiring electric utilities to purchase electric power-from, and 
to sell'electric power-to, cogencration and small.p_ower production facilities: In adopting slich rules, 
'the FERC stated: • , • 

Under section 201 of PURPA, cogeneration facilities and small power 
,productiori facilities which meet certain sfandards and .which are not •owned by 
persons primarily engaged in the generation-or sale of electric power can become 
qualifying -facilities [QFs], and thus become eligible for the rates Wld exemptions 
set forth,under section 2IO of PURPA. 

Small Power Production-and Cogeneration Facilities,· Regulations lmp/ementi_;,g Section 2/Q of 
the Public Utility Regulatory Policies Act of /978; Order No. 69, FERC Stats. &,Regs. 1,30,128 
(cross-referenced 10 FERC ~ 61,150), order on reh'g, Order No. 69-A, FERC Stats. & Regs. 1 
30, I 60 (1980) (cross-referenced at 11 FERC 1 61,166), aff d in part,& vacated in port sub nom. 
Am. Elec. Power Serv. Corp. l'. FERC, 675 F.2d 1226 (D.C. Cir. 1982), rev'd in part sub nom. 
Am. Paper Inst. v. Am. Elec. PowerServ. Corp., 461 U:S. 402 (1983). 

Each electric.utility is required under Section 210.of PURPA to offer to purchase avp.ilab!e 
electric energy from cogeneration and small power-production facilities that obtain QF status. For 
such purchases, electric utilities are required to pay rates which ·are just_ and reasonable to the 
-ratepayers of the.utility, are in the public interest, and do not-discriminate.against cogenerators·or 
small power producers. FERC. regulatjons require that the rates electric utilities. pay to· purchase 
electric energy and capacity from qualifying cogenerators and small power producers·reflect the 
cost that the purch~ing utility-can avoid as a result of obtaining energy and capacity _from these 
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sources, rather than generating an equivalent amount-of energy itself or purchasing the energy or 
capacity from other suppliers. 

With respect to electric utilities subject to state regulation, the FERC delegated the 
implementation of these rules to state regulatory authorities. Stale commissions may implement 
these rules by the issuance of regulations, on a case-by-case basis, or by any oth!!r means 
reasonably·designed to give effect to the FERC's rules. The Commission implements Section 210 
of PURP A and the related FERC regulations by holding biennial proceedin~ as required by 
N.C.G.S. § 62-156. The instant proceeding is the latest such proceeding to be held by this 
Commission since the enactment of PURP A. In prior biennial proceedings, the Commission has 
detennined separate avoided cost rates to be paid by the electric utilities subject to 
the Commission's jurisdiction to the QFs with whom they interconnect. The Commission has also 
reviewed and addressed other matters involving the-relationship between the electric utilities and 
QFs, including tenns and conditions Of service, contractual arrangements, and 
interconnection charges. 

As noted above~ this proceeding also results.from the mandate ofN.C;G.S. § 62-156, which 
was enacted by the General Assembly in 1979. This statute provides that; "no later than March 1, 
1981, and at least every two years thereafter," th~ Commission shall determine the rates to be paid 
by electric public utilities for power purchased from small power producers according to certain 
standards prescribed in the FERC regulations regarding factors to be considered in the 
detennination of avoided cost rates. The General Assembly recently amended N.C.G.S. § 62-156 
in 2017 through enactment of Session Law 2017-192 (House Bill 589) and-again in 2019 through 
enactment of Session Law 2019-132 (House Bill 329). 

On June 26, 2018,,the Commission issued in this docket an Order Establishing Biennial 
Proceeding, Requiring Data, and Scheduling Hearing (2018 Scheduling Order). Pursuant to-the 
2018 Scheduling Order, Duke Energy Carolinas, LLC (DEC); Duke Energy Progress, LLC(DEP, 
and together with DEC, Duke); Virginia Electric and Power Company, d/b/a Dominion Energy 
North Carolina (DENC, and together with DEC and DEP; the Utilities); Western Carolina 
University (WCU); and New River Light and Power Company (New River) were made.parties to 
the proceeding. The 2018 Scheduling Order specifically directed the Utilities to address issues as 
required by Ordering Paragraph No. 16 of the Commission's October 11, 2017 Order in the last 
avoided cost proceeding, Docket No. B-100, Sub 148 (2016 Sub 148 Order), in presenting their 
avoided cost rates and tenns in this proceeding, and further stated that the .Commission would 
attempt to resolve all issues arising in this docket based on a record developed through public 
witness testimony, statements, exhibits, and avoided cost schedules verified by persons who would 
othernise be qualified to present expert testimony in a fonnal hearing, and written,comments on 
the statements, exhibits, and schedules rather than a full evidentiary hearing. The.2018 Scheduling 
Order also established deadlines for the. filing of petitions to intervene, initial comments and 
exhibits in response to the Utilities• filings, reply c_omments, and proposed orders. The 2018 
Scheduling Order alsb scheduled a public.hearing for February 19, 2019, solely for the purpose of 
taking non-expe'rt public witness testimony. Finally, the 2018 Scheduling Order required the 
Utilities to publish notice in newspapers having general circulation -in their respective North 
Carolina service areas and submit affidavits of publication no later than the date of the hearing. 
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The following parties tiled timely petitions to intervene that were granted by the 
Commission: Carolina Utility Customers Association, Inc. (CUCA); Cube Yadkin Generation 
LLC (Cube Yadkin); Ecoplcxus, Inc, (Ecoplcxus); North Carolina Clean Energy Business 
Alliance (NCCEBA); North Carolina Small Hydro Group (NC Small Hydro Group); North 
Carolina Sustainable Energy Association (NCSEA); NC WARN, Inc. (NC WARN); and 
Southern Alliance for Clean Energy (SACE). Participation of the Public Staff is recognized 
pursuant to N.C:G.S. § 62-15(d) and Commission Rule Rl-19(e). The North Carolina Attorney 
General's Office gave notice of its intervention pursuant.to N.C:G.S. § 62-20. 

On November I, 2018, Duke filed the Joint Initial Statement and Exhibits·ofDEC and 
DEP, which were verified by Glen A. Snider; DENC filed its Initial Statement and Exhibits, which 
were verified by Bruce Petrie; and WCU and New River jointly filed their comments and proposed 
avoided cost rates, which was verified by Kevin W. O'Donnell. DENC subsequently revised its 
proposed ·standard oITer rate schedules.by filings on March 7, 2019, and March 14, 2019. 

On November 13, 2018, Duke filed a motion for approval to implement temporary variable 
rate credits, which was allowed pursuant to the Commission's order issued on December 3, 2018. 

On or·before February 13, 2019, the following parties filed initial comments: NC WARN, 
NC Small Hydro Group, Cube Yadkin, NCSEA, SACE, and the Public Staff. 

On February 19, 2019, the public hearing was held as scheduled. Three public 
witnesses testified. 

On March 27, 2019, the following parties filed reply comments: Duke, DENC, NC Small 
Hydro Group, NCSEA, SACE, and the Public Staff. 

On April 18, 2019, Duke filed an Agreement and.Stipulation of Partial Settlement with the 
Public Staff pertaining to rate·design methodology (Rate Design Stipulation). 

On April 24, 2019, the Commission issued an order scheduling an evidentiary hearing in 
this proceeding, identifying the issues in dispute that would be considered at the hearing, and 
establishing deadlines for the filing of testimony prior to the hearing. 

On May 21, 2019, DENC filed the direct testimony ofBruce.E. Petrie, and Duke filed the 
testimony and exhibits of Glen A. Snider, Steven Wheeler, David B. Johnson, and Nick 
WinteITTianlel. On the same day, Duke also filed the Stipulation of Partial Settlement with the 
Public Staff Regarding Solar Integration Services Charge (SISC Stipulation). 

On June 14, 2019, the Commission issued an order requiring the Utilities to file 
supplemental .testimony and allowing the other parties-to file responsive testimony specifiC311y 
addressing the following question: 

what avoided cost rate schedule and contract terms and conditions apply when a 
[QF] adds battery storage to an electric generating facility that has (i) established a 
legally enforceable obligation (LEO), (ii) executed a power purchase agreement 
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(PPA) with the relevant utility, and/or (iii) commenced operation and sale of the 
electric output of the facility to the relevanfufility pursuant to an established LEO 
and executed PP A. 

On June 21, 2019, NCSEA filed the testimony ·of B~n Johnson, R. Thomas Beach,. and 
Carson Harkrader; SACE filed the testimony of James E Wilson. and Brendan Kirby; and the 
Public.~~ filed the testimony of JeffTliomas.and John R. Hinton. 

On June 25, 2019, Duke filed the supplemental testimony of witness Snider on the addition 
of storage to existing QFs, and DENC filed the supplemental testimony of James M. Billingsley. 

On July 3, 2019, Duke filed the-rebuttal testimony of witnesses Snider,.Wheeler, Johnson, 
and Wintennantel; DENC filed the rcbuttaJ testimony of witness Petrie; NCSEA filed the 
supplemental responsive testimony of Tyler Norris; SACE filed the supplemental responsive 
testimony of Devi Glick; Ecoplexus filed the supplemental responsive testimony of Michael R. 
Wallace; and the Public Staff filed the supplemental responsive testimony of Dustin Metz. 

On-July 11, 2019, Duke filed the supplemental joint-rebuttal testimony of witnesses _Snider, 
Whecler1 and Johnson; DENC filed the supplemental rebuttal testimony of witness Billingsley. 

On July 12, 2019, Duke filed a le:tter to the NC Small Hydro Group in ·response to their 
request to extend the current perfoi'mance adjustment factor (PAF) beyond the tenn ;of the 
Stipulation of Settlement Among Duke Energy Carolina, LLC, Duke Energy Progress, LLC, and 
North Carolina Hydro.Group (Hydro Stipulation),-which was filed in the 2014 biennial avoided 
cost proceeding, Docket.No, E-100, S_ub 140, on June 24, 2014, and expires at the end of 2020. 

On July 15, 2019, the Commission resumed the-hearing, as scheduled, for the purpose of 
receiving expert witness testimony. Duke presented the testimony of witnesses Snider, Wheeler, 
,Johnson, and Wintennantel. DENC presented the testimony of Witnesses Petrie arid Billingsley. 
NCSEA presented the testimony of-witnesses Beach, Johnson, and Norris. SACE presented the 
testimony of witnesses Kirby, Wilson, and Glick. Ecoplcxus presented the testimony·ofwitness 
Wallace. The Public Staff presented the testimony ofwitnesses·Thomas, Hinton, and Metz. The 
profiled testimony of those witnesses who testified at the evidentiary hearing, as well as all other 
witnesses filing testimony in this docket (with the exception ofNCSEA witness Harkrader), were 
COpi~d into the record as 'if given orally from the starid. Ms, Harkrader's prefiled testimony was 
allowed to be considered as a·COnsumer statemCi1_t.ofposition. 

On August 2, 2019, and August 14, 2019, Duke filed late-filed exhibits in response to 
questions from the Commissio_n during the expert,.witness hearing. 

On October?, 2019, the Commission issued a Notice of Decision in this docket addressing 
issues relevant to the calculation of avoided capacity rates arid avoided energy rates so that Duke 
and the Independent Administrator of the CPRE .program can calculate such rates; adjust 
implementation of the CPRE Program, as ne_cessary; and proceed with the evaluation of proposals 
submitted in the Tranche 2 CPRE RFP Solicitation. The decisions announced therein are 
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incorporated into this Order, including a discussion of the evidence supporting the findings and 
conclusions included in the Notice of Decision. 

In its Notice of Decision, the Commission noted that issues related to the proposed 
integration services charge remained under consideration, and on .October l7, 2019, the 
Commission issued a Supplemental Notice of Decision in this docket addressing such issues. The 
decisions ahnom1ced· therein are incorporated into this·, Order, including a discussion of the 
evidence supporting the findings and conclusions included in the SupplementaJ,Noticc of Decision. 

On.and after November I, 2019, parties made various compliance filings associated with 
the Notice of Decision and Supplemental Notice of Decision, which will be decided by 
sepanite order. 

In addition, on March 16, 2020, NCCEBA and NCSEAjointly filed Notice of Additional 
Authority providing a copy of the South Carolina Public Service Commission's avoided cost order, 
and on March 27, 2020, Duke filed a Response requesting the Commission to strike NCCEBA and 
NCSEA's filing. The Commission notes that it had reached its decisions in this docket but not yet 
finally reduced them to writing prior to NCCEBA and NCSEA 's late filing, and that such filing 
played no·part in the Commission's decisions announced in the Notice of Decision,,Supplemental 
Notice of Decision, or in this Order. 

Based on the foregoing and the ·entire record herein, the Commission now makes_ 
the following 

FINDINGS OF FACT 

1. It'is appropriate for DEC, DEP, and DENC·to offer long-tenn lcvelized capacity 
payments and energy payments for ten-year periods as a standard option to all QFs contracting to 
sell one megawatt (MW) or less capacity. The standard levclized rate option often years should 
include a condition making the contracts under that option subject to renewal for subsequent.tenns 
at the option of the utility on substantially the same .terms and provisions and at a rate either 
(l')"mutually' agreed upon by the parties negotiating in good· faith and taking into consideration the 
utility's then-avoided cost rates and other relevant factors, or (2) set by arbitration. 

2. It is appropriate for DEC, DEP, and DENC to be required to·offer QFs not eligible 
for the standard long-term lcvelizcd rates the following three options if the utility has a 
Commission-recognized active solicitatiori: (1) participating in the utility's competitive bidding 
process, (2) negotiating a contract and rates with ,the utility, or (3) selling energy at the• utility's 
Commission-established variable energy rate. If the utility does not have a solicitation m1derway, 
any unresolved issues arising duI'ing such negotiations will be subject to arbitration by the 
Commission at the request of either the utility or the QF for the purpose of detennining the utility's 
actual avoidcd,cost, including both capacity and energy components, as appropriate; however, the 
Commission will conduct such an arbitration only if the QF is p~pared to commit its capacity to 
the.utility for a period ofat least two years. In either case, whether there is an active solicitation 
m1derway or not, QFs not eligible- for the standard long-tenn levelized rates have the option of 
selling into the wholesale market. The exact points_at which an active solicitation shall be regarded 
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as beginning and ending for these-purposes should be determined by motion·to, and order of, the 
Commission. Unless there is such a Commission order, it will be assumed that there is no 
solicitation underway. If the variable energy rate option is chosen, such rate may not be.locked in 
by a contract tenn but shall instead change as ,determined by the Commission in the next 
biennial proceeding. 

3. DENC should continue to offer in its Schedule 19-LMP, as an alternative to avoided 
cost rates derived using the Peaker Method, avoided cost rates bas_ed upon market clearing prices 
derived from the markets operated by PJM Interconnection; LLC (PJM), subject to the same 
conditions· as approved in the Commission's Order Establishing Standard Rates and Contract 
Terms for Qualifying Facilities issued,on December 19, 2007, in Docket No. E-100, Sub 106 (2006 
Sub I 06 Order), except as modified by the Commission in its October 11, 2017 Order Establishing 
Standard Rates and Contract Tenns for Qualifying Facilities issued in Docket No. E-100, Sub 148 
(2016 Sub 148 Order). 

4. The proposed, changes to DEC~s and DEP's energy and capacity rate design, as 
indicated in ·the Rate-De_sign Stipulation between Duke and the Public Staff, are appropriate for 
use in calculating DEC's and DEP's avoided energy and capacity rates in this proceeding. 

5. The Rate Design Stipulation_ is the product of the give-and-take in settlement 
negotiations between Duke and the Public Staff, is material evidence in this proceeding, and is 
entitled to be.given appropriate weight in this.proceeding, along-with the other record evidence. 

6. DEC's proposed seasonal allocation weightings of 90% for winter and I 0% for 
summer, and DEP's proposed seasonal allocation weighting of I 00% for winter, are appropriate 
for use in weighting capacity value between winter and summer to calculate DPC's and DEP's 
avoided capacity rates in this proceeding. 

7. Duke's assumptions regarding the availability of demand-side management (DSM) 
programs for reducing winter peak demand are appropriate for use in calculating avoided capacity 
costs in this proceeding, and it is appropriate to require Duke to place additional emphasis on 
defining and implementing cost-effective DSM programs that will be available to respond to 
winter demands. 

8. It is appropriate to require DEC and DEP to continue to evaluate methods to better 
align their avoided cost rates with actual real-time system conditions to enable QFs to maximize 
their facilities' value to ratepayers through real-time pricing or other tariffs that provide more 
granular rate structures arid price signals. 

9. As a result of changes to the on- and off-peak hours being implemented in this 
Order, it is appropriate to waive the requirements ofRules R8-64(b)(6)(iii) and R8-71(k)(2)(iii)(6) 
and to require an applicant for a certificate of public convenience and necessity (CPCN) to submit 
infonnation regarding the projected annual production profile of the proposed generating facility, 
until such time as the C0mmission adopts revisions to the these Rules. 

31 



GENERAL ORDERS - ELECTRIC 

I 0. It is appropriate to consider amendments to the requirements of 
Rules R8-64(b)(6)(iii) and RS-71 (k)(2)(iii)(6) to include information regarding the annual energy 
production profile and other factors influencing the shape of the production profile in a 
generic proceeding. 

11. The iris tailed cost of a combustion turbine (CT) used by the-Utilities, including the 
exclusion of hypothetical finn natural gas pipeline traruportatfon capacity costs, is appropriate for 
use in calculating avoided capacity costs-in-this proceeding. 

12. It is appropriate to require DEC, DEP, and DENC to include in their initial 
statements to be filed in the 2020 biennial avoided cost proceeding an evaluation and application 
of cost increments and decrements_ to the publicly available CT cost estimates, including.the use 
of brownfield sites, existing infrastructure, decrements for electrical and natural gas connections, 
and other balance·ofplarit items, to the extent it is likely that this.existing infrastructure will be 
used to meet 'future-capacity additions by the utility. 

13. Power backflow on substations in DENC's North Carolina service territory from 
solar generation on the distribution grid continues-to increase such that avoided line loss benefits 
associated with distributed generatio-n have been reduced or negated. 

14. lt is appropriate for DENC not to include a line loss adder in its stand\lfd offer 
avoided cost payments to solar QFs on its diStribution network. 

15. It is appropriate to require DEC. and DEP to continue to include the line loss 
adjustments in their standard offer avoided'energy calculations, to·study the effects Of distributed 
generation on power flows on their electric systems to det~nnine if there is sufficient power 
backflow at their substations to justify eliminating the line loss adjustment from their standard 
offer avoided cost calculations filed in the next avo.id~d·cost proceeding, and to evaluate whether 
power committed to be sold· and delivered by distribution-connected- QFs not eligible for the 
standard offer is causing power backflow on the substation and whether the line loss adjustment is 
appropriate-based upon the characteristics of the individual QF's power. 

16. It is appropriate to require DEC and DEP to utilize a perfonnance adjustment factor 
(PAF) of 1.05 in their respective avoided cost calculations for all ·QFs,. other than ·hydroelectric 
QFs without storage. capability, and to utilize a PAF of 2.0 in their respective avoided cost 
calculations for hydroelectric QFs with no storage t;:apability and no other type of generation until 
discontinued in accordance with the Hydro Stipulation. 

17. It is appropriate to_ transition hydroelectric QFs currently selling the output of their 
facilities pursuant to the Hydro Stipulation to af! applicable sales-arrangement that' is generally 
available to QFs, ·either the utility's standard offer contract or a negotiated contract, beginning 
December 31, 2020, and to require DEC and DEP to,address issues related to this transition in 
their. initial filings in the 2020 biennial,avoided cost proceeding. 

18. It is appropriate to require DEC and DEP to consider the use of other ·reliability 
indices, ~pecifically the Equivalent Unplanned Outage Rate (EUOR) metric, to support 
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development of the PAF and to address this issue in its initiaJ statement in the 2020 biennial 
avoided cost proceeding. 

19. DEC, DEP, and DENC have complied with amended N.C.G.S. § 62-156(b)(3) and 
appropriately identified their first avoidable-capaCity need, as presented in their 2018 Integrated 
Resource Plans (IRPs). 

20. For purposes of detennining the first year of capacity need for negotiated contracts 
and for Competitive Procurement of Renewable Energy (CPRE) Tranche 2, it is appropriate for a 
utility to update its avoided capacity caJculations to reflect any changes in the utility's first year of 
avoidable capacity need. 

21. There is insufficien_t evidence in this record for the Commission to find that any 
utility □prates shown in DEC's or DEP's most recent IRPs are deferrable or avoidable for purposes 
of establishing a capacity rate; therefore, these uprates shall not ~e included in ·the detennination 
of avoided capacity costs for purposes o_fthis proceeding. 

22. Beginning with the 2020 IRPs, the Utilities shall include a specific statement 
addressing the utility's future capacity needs to be used-to determine the first year of.avoidable 
capacity need in the.next biennial avoided cost proceeding. 

23. It is appropriate for the Utilities to recognize that a swine or poultry waste 
generator, or a hydroelectric facility 5 MW or less in capacity that has a power purchase agreement 
in effect.as of July 27, 2017, which commits to sell and deliver energy and capacity for.a new 
Iixed-tenn contract prior to the termination of the QF's existing contract term is avoiding the 
Utilities' future capacity need for these designated resource types beginning in the first year 
following expiration of the QF's existing PPA, pursuant to the N.C.G.S. § 62°156(b)(3), as 
amended in HouseBi11'329. -

24. For other types of QF generation, it is appropriate under PURPA and consistent 
with N.C.G.S. § 62-156(b)(3) for th~ Utilities_ to recognize a QF's commitment to sell and deliver 
energy and capacity over a future fixed tenn as avoiding an undesignated future capacity need 
beginning only in the first year i,vhen .there is an avoidable capaqicy need identified in DEC's, 
DEP's, or DENC's most recent IRPs. 

25. It is appropriate for DEC, DEP, and DENC to continue•their current approach to 
the assumed January 2019 in-service date for the purposes of this proceeding. 

26. It is appropriate.for the utility and a QF not eligible.for the standard-offer contract 
to negotiate a presumed in-service date for rate calculation·purposes accounting for any anticipated 
date of the QF project coming-online. 

27. It is appropriate to require DEC._and DEP to continue to calculate their avoided 
energy costs using forward naturaJ gas prices for no more than eight years before using 
fundamental forecast data for the remainder of the planning period, and to authorire DENC to use 
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its proposed fuel forecasting methodology in cal~ulating its.avoided-energy costs for the purposes 
of this proceeding. 

28. It is-appropriate to require DEC and DEP to recalculate their-avoided energy costs 
t9 include the vall,le of their current-h_edging.prograrns using the.Black-Sclioles Model or a similar 
method that values the added fuel priCe stability gained through each year of the entire tenn of the 
QF power purchase agreement. 

29. There is insufficient evidence in- this record for the Commission to firid that the 
rates established for DEC or DEP should incilude an avoided distribution capacity cost adder 
applicable to all distribution- or transmission-connected QFs for the purposes of this.proceeding. 

30: It is inappropriate to require DEC or DEP to use avoided transmission .and 
·distribution (T&D) capacity rates from the demand-side management/energy efficiency 
proceedings·in-caiclllating avoided T&D capacity ~sts for,the purposes of.this proceeding. 

31. It is appropriate .to require DEC and DEP ·to consider site"- and project-specific 
characteristics during contract negotiations with QFs not eligible for the-standard offer contract, 
and to include an avoided T&D capacity adder if a project can,provide real and m~asurable avoided 
transmissicm capacity·benefits. 

32. It is inappropriate to require DEC or DEP to include an '-'adder" for av9ided energy 
costs based upon a generalized assumption that the integration of uncontrolled solar QF-gen:erating 
capacity, in the aggregate, suppresses or reduce"S.prices in the.wholesale power market 

33. DEC and DEP are_ incurring increased int~-hour .ancillary services costs to 
integrate the "Existing plus Transi~ion" level of solar QFs into'the DEC and DEP systems, and it 
is appropriate to require DEC and DEP to account for these·costs when calCulating_ the.costs and 
benefits resulting from th~ purchase·of energy.and capacity from.solar QFs. 

34. The determinations based upon the results of the Astrape Study demonstrate that 
an_ additional 26 MW of load following reserves are required to integrate 840 MW of solar-QF 
capacity· in DEC at an average cost. of $1.-10/MWh and that an additional 166 MW of load 
following reserves are required'to integrate 2;950 MW·ofsolar-QF capacity in DEP at an average 
cost-of$2.39/MWh, and are reasonable for use in this proceeding. 

35. It-iS appropriate for Duke .to apply prospectively the integration· services charge to 
all new uncontrolled solar generators that commit to sell and deliver power into the DEC and DEP 
systems on,or a:~er November 1, 2018. 

36. It is appropriate tO app_ly the_ ·integration services charge as a fixed amount of 
$1.10/MWh for DECand $2.39/MWhforDEP during.the tenn.ofthe contracts for those QFs that 
establish a LEO during the availability of the rates es-tablishcd 'in this proceeding as a .d~rement 
to and.included in DEC's and DEP 1s respective avoided energy rates. 
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37. It is inappropriate for DEC or DEP to impose the integration services charge on 
QFs that-qua1ify as "controlled solar generators" by demonstrating that their facility is capable of 
operating, and by contractually agreeing to operate, in a manner that materially reduces or 
eliminates the need for additiona1 loud followi.rig reserves required to integrate solar-QF capacity. 

38. It is appropriate to require DEC and DEP to file with the Commission proposed 
guidelines for QFs to become "controlled solar generators" and thereby avoid the integration 
services charge. 

39. The SISC Stipulation·between Duke and the Public Staff is the product of the give-
and-take in settlement negotiations between the Duke and the Public Staff, is materia1 evidence in 
this proceeding, and is erititled to J>e given,appropriate weight in this proceeding, to the extent that 
those agreements are consistent with state and federal law. 

40. The Astrap~ Study methodology used to quantify DEc;'s and DEP's increased 
ancillary services costs and to calculate·each utility's integration services charge-presents novel 
and complex iSsues that warrant further consideration. 

41. It is appropriate to require DEC and DEP to calculate avoided energy rates that do 
not include an integration services charge and to include these rates that would be available to 
"controlled solar generators" as.a part of the tariffs and standard contracts in this.proceeding. 

42. It is appropriate to require DEC and DEP tb submit the Astrape Study methodology 
to an indep~ndent.technical review and to'include the results·ofthat-review and any revisions io 
the methodology that is supported by the results of that review in its initia1 filing in the 
2020 biennial avoided cost proceeding. 

43. The·proposed changes to DENC's energy and capacity rate design are appropriate 
to send better price signals to in.cent QFs to better match DEN C's system generation needs, and it 
is appropriate to require the. use of this rate design iri calculating DENC's avoided energy and 
capacity rates,in this proceeding. 

44. DEN C's revised proposed seasonalallocation·weightings of 45% for summer, 40% 
for winter, and 15% for shoulder s~asons are appropriate for use in this proceeding. 

45. DENC's proposed input assumptions to be used in detcnnining its proposed 
avoided energy costs, including those related. to fuel hedging activities and the LMP adjustment, 
are appropriate for use·in this-proceeding. 

46. DENC's proposed re-dispatch c;harge of$0.78/MWh is reasonable for use in this 
proceeding as an appropriate. mechanism to recover costs incurred by DENC tO integrate 
intennittent, non-dispatehable'QFs·in its service territory. 

47. It is inappropriate to authorize the use of DENC's proposed annua1 capacity 
payment cap for the purpose of calculating rates in this proceeding. 
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48. It is appropriate to require DENC to utilize a P AF of 1.07 in its avoided cost 
calculations for all QFs. 

49, The proposed modifi~ions to i.he St;mdard Terms and Conditions proposed by 
Duke,, including the definition of Material· Alteration, are reasonable and appropriate. In 
detennining whether upda!es· to a facility are a Material Alteration that woul4 lead to the 
tennination of the existing PPA, Duke should evaluate those changes in a commercially reasonable 
manner and with a "dCgree of reasonableness" regarding any increase in capacity that results from 
equipment replacement and repairs. 

50. Prior to increasing their output consisteitt- with the Tenns and Conditions of their 
existing PP As, "Committed" solar QFs (i.e., facilities that have (i) establishe4 a-legally enforceable 
obligati_on (LEO); (ii) executed a PPA; or (iii) commenced operation and sale of the electric output 
of the facility) that seekto·add storage or otherwise materially increase their output by re-paneling 
or over-paneling should.obtain the utility's consent, contingent on an evaluation of the pOtential 
impacts.to the utility's system or other customers. 

51. Material-alterations to committed ·facilities that increase a utility's obligations to 
purchase energy at prior avoided cost rates are inappropriate and would unfairly burden ratepayers 
with increased payments·to QFs that exceed current avoided cost rates. However, -it is.premature 
at this time to detennine whether" the Public Staff's _compromise position that existing solar 
facilities that add storage by co-locating a battery behind the meter should be·compensated at the 
current avoided cost rates is appropriate. 

52. It is·appropriate for the parties to continue to discuss the technicaJ,,regulatory, and 
contractual complexities'of separately metering the cncrgy;butput from energy storage equipment 
th_at is co-located at existing solar facilities for further consideration by the Commission. 

53. It is appropriate to require WCU and New River to offer to all QFs.contracting_to 
sell I MW or less variable rates,based upon their wholesaJe cost of power and to offer long-tenn 
fixed price rates that track DEC's Commission-approved ten-year tenn standard,offer. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. I -3 

The evidence supporting these findings of fact is fotind in Duke's verified Joint Initial 
Statement filed on behalf of DEC and DEP ail.d the-exhibits attached thereto (Di.JJ.;e'S verified JIS) 
and DENC's verified Initial Statement and the exhibits attached thereto (DENC's verified Initial 
Statement). These findings are essentially jurisdictional and administrative and are riot contested. 

Suritmary of the-Evidence 

In its ns Duke filed· updated standard offer avoided cost rates available to all QFs that meet 
the eligibility r~uirements set forth •in DEC's and DEP's respective Schedule PPs and that 
establish·a LEO committing to sell the output Of their QF generating facility to DEC or DEP on or 
after November I, 2018; ·but. prior to-the initial_ filing in the next biennial avoided cost.proceeding. 
As provided·in.these schedules: 
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In-order to be an Eligible Qualifying Facility and receive Energy Credits-under this 
Schedule, the Qualifying Facility.must be a hydroelectric or a generator fueled by 
trash or methane derived from landfills, solar, wind, hog or poultry waste-fueled or 
non-animal biomass-fueled Qualifying Facility with a Contract Capacity of One (I) 
megawatt or less, based on the namepli-lte rating- of the generator(s), which are 
interconnected _direc~ly with the Company's system and_ which are Qualifying 
Facilities as defined by the. Federal Energy Regulatory Commission pursuant to 
Section 210 of the Public Utility Regulatory Policies Act of 1978. 

Duke further states that pursuant to N.C.G.S. § 62-l 56(b)(3), electric generation fueled by swine 
waste and poultry waste may be·eligible for·a different avoided capacity·rate "if Seller sells the 
output of its facility, including renewable energy ,credits," to Duke for compliance with the 
Renewable Energy and Energy Efficiency_ Portfolio Stand11rd (REPS) requirements set forth in 
N.C.G.S. § 62°133.S(e).and (f). JIS at I; JIS DEC Exhibit I and DEP Exhibit!. 

Along with its Initial StatcmenlDENC filed Schedule 19-FP and Schedule 19-LMP, to be 
available to any QF eligible for these tariffs ihathas (a) submitted to the Commission a report of 
proposed construction pursuant to N.C:G.S. § 62-110.l(g) and Rule RS-65, (b) submitted to the 
Company an Interconnection Request pursuant to Section 2 or Section 3 of the North Carolina 
Intcrconnection,Procedures (NCIP), and (c) submitted to the Coinpany a duly executed "Notice of 
Commitment to Sel_l the Output of a Qualifying Facility of No Greater Than l Megawatt Maximum 
Capacity to·.Dominion Energy North Carolina" by no later than the date on which proposed rates 
are filed in the next biennial avoided cost proceeding. 

In its Initial Statement DENC proposes to colitinue to offer Schedule 19-LMP to QFs as an 
alternative to its Schedule 19-FP, which provides for payment for delivered energy and capacity 
at the avoided cost rates determined by the Commission. Under Schedule 19-LMP, DENC would 
pay a QF for delivered energy and capacity an equivalent amount to what'it would have paid PJM 
if the QF generator had not been generating. The avoided energy rates paid to the larger QFs with 
a design capacity of greater than IO kilowatts (kW).would.be the PIM Doniinion Zone Day-Ahead 
hourly locational marginal_ prices (LMPs) diVided_ by I 0,. and multiplied by the QF's hourly 
generation, while the.smaller QFs that.elect to supply energy only would be paid the average of 
the PIM Dominion Zone Day-Ahead hourly LMPs· for the month as shown on the PTh1 website. 
Capacity credits would be paid on a cents per kilowatt-hour (kWh) rate for the 16 on-peak daily 
hours (7 a.m. to 11 p.m:) for all days. DENC used the PJM Reliability Pricing Model (RPM) to 
determine its avoided capacity costs shown as,the prices per megawatt per day from PIM's Base 
Residual Auction for the Dom Zone. As in prior proceedings, DENC also adjusted the avoided 
capacity rate using-a Summer Peak Perfom1ance Factor (SPPF) as an incentive for QFs to operate 
during PJM system peak days.The calculation of the SPPF incorporated historical operational data 
on five individual' days during the prior year's summer peak season ( defined by PIM as the period 
from June· 1 through ~eptember 30). The SPPF yaries based on the QF's prior year's operations. 
DENC!s verified Initial Statement at 13, Exhibit DENC-3 at 5. 

In its lnitial Comments the Public Staff reviews .and swnmarizes the rate schedules 
proposed by the Utilities but does not recommend any changes to the standard offer term and 
eligibility thresholds proposed by the Utilities. 
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No·party proposes changes to the standard offer tenn and eligibility thresholds or otherwise 
raised objections to the approval of the Utilities' proposed schedules.with respect to these issl}es. 

Discussion and Conclusions 

In the 2016 Suh 148 Order, the Commission approved changes to-the s~dard offer tenn 
and eligibility thresholds as a result of changes in the marketplace for QF-supplied power in North 
Carolina-and as a result of the amendments to N.C.G.S. § 62-156 enacted-through S.L. 2017-192. 
The Commission noted·that these changes were appropriate to 

reflec_t a comprehensive effort to modify the State's avoided-cost policies towards 
a modelthat i~ more efficient and sustainable over the long tenn, while at the.same 
time providing protection to ratepayers from oYefpayment risk and ce_rtainty to QFs. 

2016 Sub 148 Order at 38. The·Cohlmission further indicated that it would· "continue to monitor 
the amount of actual QF developmerit and the stability of avoided cost rates to ensure that 
ratepayers are not exposed to undue risk of overpayments, while at the same time providing QFs 
with an opporturiity to obtain 'financing on reasonable tennS." Id. at 23. 

Based upon the foregoing ·and the entire record herein, the Commission finds that it is 
appropriate to require the .Utilities to continue to offer as a-standard option' long-term levelized 
capacity payments and energy payments for ten-year periods to all QFs contracting to sell· l.MW. 
or less capacity. 

In.past biennial avoided cost proceedings the Commissio_n ruled that, absent.an approv_ed, 
active solicitation, negotiations between a utility and a Ial'ger QF arc subject to arbitration by the 
Comrriission at the request of either the.utility or the QF to determine the utility's actual avoided 
cost, including both capacity and energy· components, as appropriate; as long as the QF is willing 
to commit its capacity for a period of at least two years. Such arbitration would be less time 
consuming and expensive for the QF than the previously utilized complaint process. The 
Commission concludes that the arbitration optioJJ should he preserved. Therefore, the Utilities 
shall offer QFs not eligible for the standard long-tenn levelized rates the following three (?ptiollS: 
(1) if the utility has, a Commission-recognized. active solicitation, participating in ihe .. utili_ty's 
competitive.bidding process, (2) negotiating a-·contract and rates with the utility, or (3) sel1ing 
energy·at the utilitys Cotnmissionc-established variable energy rate. lfthe utility does.not have a 
solicitation underway, any unresolved 'issues arising during negotiations will be subject to 
arbitration by the .Commission at the· request of either 'the utility or the QF for. the purpose ·Of 
detennining the utility's actual-avoided cost, including both capacity and energy components, as 
appropriate; however, the.Commission will-conduct such an arbitration·only·ifthe QF is prepared 
to commit its capacicy to the utility for a period of at least two years. In either cnse, whether there 
is an active solicitation underway or not, QFs not eligible for the standard long-tenn levelized rates 
have the -Option of selling into the wholesale market The exact points at which an active 
solicitation shall be regarded-as beginning and ending for these purposes:should be detennined by 
motion to; and order of, the Commission. Unless there is such· a Commission order, it will he 
assumed thafthere is no solicitation underway. Ifthe·variable energy rate option is chosen, such 
rate may not he locked in by a contract term hut shall instead change as determined by the 
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Commission in the next biennial-proceeding. The Commission again.recognizes the·enactment of 
N.C.G.S, § 62-11_0.8, providing for a_ CQmpetitive procurement option for reneWaQle energy 
facilities. See 2016.Sub 148 Order at 38-39. To date, the Commission has'not received a motion, 
nor issued an order, addressing the exact points when an active soliCitation shall be regarded as· 
beginning or ending nor addressed whether the CPRE program may be considered an- active 
solicitation for PURPA compliance purposes. Accordingly, it is appropriate for the arbitration 
optioil to remain available for issues arisif!g ~uring negotiations between a.utility and QF. 

The Commission further finds, based upon the foregoing and the entire record herein, that 
it is appropriate for DENC to continue to·offer, that as an alternative to avoided cost rates derived 
using the Peaker Method, avoided cost rates based upon market clearing:prices derived from the 
markets operated by PJM, including the payment of capacity credits based on the PJM-RPM, are 
appropriate :subject to the same ·coriditions as approved in the· 2006 Sub 106 Order and most_ 
receritly. restate&in the 2016 Sub, 148 Order. 

EVIDENCE AND CONCLUSIONS FORFINDINGS OF FACT NOS. 4 - 8 

The evidence supportj.ng these findings of fact is found in Duke's verified ns and in the 
testim·ony of Duke witnesses Snider ·and Wheeler, NCSEA witness Johnson, SACE witness 
Wilson, and Public Staff witness Thomas. 

Summary of the Evidcnc~ 

In its ns Duke states·its ScbedulePP pays QFs on a volumetric rate basis (i.e., both avriided 
energy and c~pacity are paid on a_$/MWh basis versus a separate fixed,pµ.yment for capacity), and 
the rates are designed to credit QFs for avoided energy supplied during predesignated on-peak and 
off-peak hours. Payments for avoided energy are.applicable to all QF energy supplied during the 
year and vary for the designated on-peak and off~peak hours in a day. Payments. for avoided 
capacity are applicable to all QF energy supplied during the designated capacity payment hours. 

In the 2016 Sub 148 Order the Commission observed that "avoided capacity calculations· 
could s_end better price signals to incentivize QFs to better match the generation needs of utilities." 
·The.Commission therefore required the Utilities to consider refinements to the avoided capacity. 
calculation and to address these refinements in the Sub 158 proceeding. 2016 Sub 148 Order at 56. 
The Commission directed the Utilities to consider "a- rate~scheme that pays higher capacity 
piymellts during fewer peak-period- hours to QFs that provide intennittent,, non-dispatchable 
power, based on each utility's costs during· the critical peak demand periods." Id. In this 
proceeding, the Commission similarly directed the Utilities to "file proposed rate schedules that 
reflect each utility's highest production cost hours, as, well as sµmmer and non-summer peak 
periods, with more granularity than the current Option A and Option B rate schedules." 
2018 Scheduling Order at 1-2. 

In response to the-Commission's directives Duke proposes·.changes t0 its Schedule PP to 
eliminate the pre-existing Option A and_ Option B hours and to-develop updated, more granular 
rate designs that better recognized the value of QF energy and capacity. JIS·at 27.DUke's irlitially 
proposed Schedule PP rate structure for energy payments defjnes the summer period as May 
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through September and the non-swnmer period as October- through April. ·11ie·.energy pricing 
includes five distinct pricing periods, each ofWhich·has an independent price block to better reflect 
the value ofQF energy during the different periods. Each utility defines its energy pricing hours 
separately to account for the differences in each utility~s load profile net of solar generation. 

For capacity, Duke's initially proposed updated Schedule, PP capacity pricing period 
consists.of six: months with summer defined as July and August and winter defined-as DCCember 
through March. 'Id at 28. The capacity prici_ng is.comprised of three pricing periods which include 
defined evening·ti.ours in the _summer, and morning and evening-hours in the winter. 

Duke's initial proposaJ to update the Schedule PP rate design fQr-energy ~d ·capacity 
reflects more narrowly defined seasons and hours compared to the fonner Oplion A and B 
definitions, and higher energy payments during Duke's highest production cost hours and capacity 
payments only in hours with high loss of load risk. The new rate design also reflects changes to 
the seasonal allocation weighting for capacity payments. The new seasonal allocatioil'is more 
heavily weighted to winter than the pricir allocation based ·on the impact of summer versus winter 
loss of load risk. As presented in Duke's 2018·-IRPs, 100% of DEP's loss of load risk occurs in·the 
winter, and approximately 90% of DEC's loss of toad risk occurs in the winter. Thus, DEP's new 
rates pay all ofits annual capacity value in the win!er, and.DEC's new rates pay 90% of its annual 
capacity value in the.winter and 10% in the summer period. Id at 29. 

In its Initial .Comments NCSEAstates that Duke's proposed all6cations·are inappropriate 
due to flaws in the loss of load analysis that underlies the-proposed aJlocations, unde_restimates of 
winter DSM assumptions, a failure to consider imports, .and ·flawed solar modeling. NCSEA 
recommends that the Commission instead require Duke to utilize the allocation ratios previously 
approved by the Commission in the 2016 Sub 148 Order:NCSEA -Initial Comments at 13-14. 
NCSEA further recommends that Duke provide granular • rate schedules that incorporate 
geographic granularity. NCSEA notes that without such ,geographic granularity, there is no 
incentive for QFs to locate in areas where transmission and distribution costs can.be avoided. Id .. 
at 2fr27. NCSEA further states that the Utilities failed to adequately recognize how costs vary by 
seasons and that Duke's proposal not to differentiate a winter season did not appropriate!)' consider 
the·different patterm.of electrical usage, net system load, marginal productioO"costs, and avoided 
costs ,that occur during winter as opposed to ,spring and summer. NCSEA also states that the 
Utilities did not adequately recognize how costs vary across different times of day, despite having 
access to detailed avoided cost data for _all 8,760 hours for the nCxt-_ten years. NCSEA proposes 
that instead of'the Utilities' proposals, the Commission should adopt the tiine-of-day p~riods it 
proposes, as well as an optional real-time pricihg tariff forQFs. Id at 28. NCSEA witness Johnson 
supports this proposal by detailing the following specific energy rate design schedules: (i) a 12 
month by 24 hour rate design (l2x24 Design), and (ii) a fixed tariff with-a set number. of real time 
,pricing'(RTP)·high and ImV cost hours (Hybrid Tariff), both of which would provide additional 
granularity to avoid_ed energy rates. Johnson Affidavit at 64-76. 

In its Initial Comments SACE also argues,that Duke's proposal to allocate all or nearly all 
loss of load risk in the winter 9evalues the capacity contributions of solar QFs and almost 
completely eliminates consideration of the capacity benefits sblar QFs· provide during summer 
demand peaks. SACE provided'lhe Report on lhe Resource Adequacy Studies and Capacity Value 
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Study prepared by Jame~ F. Wilson (Wilson Report), which raised the following four concerns: 
(1) the representation.ofwjnter loads under extreme coJd·conditions, based on an extrapolation of 
the relationship between very cold temperatures and winter loads; (2).the "economic-load forecast 
uncertainty" layered on top of the weather-related load distributions; (3) the assumptions regarding 
future winter d~and response c.apacity; and (4) the assumptions regarding operating reserves 
during brief load spikes on extremely cold winter mornings. SACE Initial Comments at 11-12. 

SACE further argues that Duke's rate design contained severaJ methOdolOgical flaws, 
which combined with the above-listed concerns result in Duke greatly· overstating. DEC's and 
DEP's winter resource adequacy risk compared to summer, and inapprOpriat_ely alloc.ating 100% 
and'90% of winter loss oflOad risk in DEP and DEC, ~pectively. Witness Wilson testified that 
these· shortcomings also directly impact Duke's proposed avoided_ eapacity rate 1 designs for 
Schedule PP~ which are derived· from the same flawed analysis, and that the Commission should 
require Duke to re-calculate and file revised avoided capacity rates and rate designs. Id at 13. 

In its Initial Comments the Public •staff states that the pricing periods proposed in this 
proceeding are an improvemerit over the current Option B hours in term~ of being reflective of 
historical marginal energy costs. Nevenheless, the Public Staff believes that energy rate 
mismatches were still likely and could restilt in QFs potentially being over- or under-paii:I for the 
energy generated. As a resµlt, the Public Staff proposes its own seasonal energy rates and hours: 

The Public Staff's proposed seasonal energy rates and hours were developed with 
a basic core premise:.tliat, to the extent possible,.avoided energy costs should reflect 
each utility's actual avoided production cost. Using this_ gui_ding principle, .the 
avOided-cost hours and rates then provide price signals to QF developers that will 
increase ~aCh QF's relative valu~ to the grid and, ultimately, to ratepayers. For 
example, more granular pricing would signal·a dispatchable QF to-provide energy 
during times when .the Utilities are most likely. to operate ·_their highest m¥ginal 
cost generation units, thus avoiding the need. to run those units, and woul~ also 
provide clear price signals to developers interested in adding new teChnolbgies, 
Such as energy storage, to their intermittent fa~ilities. A voided energy rates that 
accurately reflect the Utilities'- highest production cost hours (lambdas) increase the 
likelihood that the interests of ratepayers and developers align. 

Public Staff Initial Comments at 54. 

With regard to capacity, the Public Staff also raises concerns regarding the .Resource 
Adequacy Studies that Duke used, including the assumptions made regarding the reJationship 
between cold weather, and load,, estimates of load forecast error distributions, and a. lack of 
recognition of winter hardening efforts undertaken by the utilities, among others. Because of these 
concerns, the Public Staff recommends that the Commission direct Duke to rerun the Resource 
Adequacy Studies using the Public Staff Scenario #2 (PS-S2) that was analyzed by Duke in the 
2018.IRP proceeding-to detennine the effect of the Public Sta.trs proposed modifications on the 
capacity payment hours and seasonal allocation. Id. at 58-59. 
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In its Reply Comments Duke states that as a result of further discussions between Duke, 
Astrape, and the Public.Staff, the Public Staff now concurs with Duke's proposaJ and accepts that 
the alternative PS-S2 scenario would pot have a materiaJ impact on the seasonal allocation 
weightings or capacity payment hour designations. Duk~ Reply Comments at 61. Regarding the 
concerns raised by SACE over the methodblogy Duke used-to-capture the relationship between 
winter load and cold temperatures, Duke states that it perfonned a sensitivity anaJysis that reduced 
the regression equations significantly for temperatures below the levels seen in recent years, and 
it resulted in a smaJI decrease (0.33%) in the reserv_e margin. Duke recommends that the 
Comniission reject the concerns rnised·by witness Wilson on this topic. Id. at 62. 

s·imilarly, with regard to the claims raised· by witness Wilson that the 2016 Resource 
Adequacy studies exaggerate winter risk through the operating reserve assumptions, Duke 
indicates that witness Wilson's statements regarding the operating reserves that are·held back'iri 
the Strategic Eriergy Risk Valuation Model (SERVM) model are inaccurate,.and,therefore should 
be rejected. Id. at 62-63. 

Regarding the claims raised by NCSEA and SACE that winter DSM programs are a 
reasonable .tool for reducing winter peak demand, when available, Dllke agrees with .these 
assessments. Duke states, however, tliat the levels of reduction proposed by NCSEA 3IJ.d 
characterized by NC SEA witness Johnson as "conservative," are actuaJly extremely optimistic and 
not reasonably·achievable in the timeframe proposed, if at aJl. /d. at 33. Dukc·states that NCSEA 
fails_ to accurately support its propo~al, and notes that some of the comparisons drawn by NCSEA 
arc flawed and fail to recognize differences between utilities including climate, residential and 
c_ommercial water and .space heating sources, industrial .demand, and avoided-costs. In addition, 
Duke notes that winter DSM programs raise different cha!Jenges than summer programs. Duke 
·notes that it plans to continue.to implement new winter DSM programs as proposed in DEC's and 
DEP's 2018 lRPs, but the amount proposed by NCSEA.is qot supported and cannot be.prudently 
,included•in the JRP forecast. Therefore, Duke-recommends that the Commission reject NCSEA's 
claim ·and accept Duke's ·SeasonaJ allocation as reasonable and appropriate for purposes of 
iqclusion in the avoided capacity-rate. Id. at 66. Duke further notes that as a result of on-gOing 
diScussiOns ·with the Public Staff and other parties, and to better align the winter capacity seasqn 
with energy payment hours, Duke proposes to redefine the winter capacity season as December 
through February. Id. at 66. 

Regarding its energy rate design Duke states that it generally does not oppose the Public 
Staff's objective of providing more granular rates with ·grcilter ra_te diffcre_ntiations and·.concurs 
with the Public Staff's proposal to use an objective rate design methodology to establish rate 
periods that better reflect cost causation principles. As a result, Duke proposed a modified 
Schedule PP energy rate design following a three-step process similar to that originaJly proposed 
by the Public StaIT, but with ihe concept of a •more flexible design that considers the practicality 
of the design which enhanc~~ customer acceptance and compliance with the intended price signals. 
Id. at 69. In.the updated energy rate design. the season definitions·would,be.ex:pabded to include 
Summer, Winter; .and Shoulder seasons as compared to Duke's initial .proposal which included 
Summer and Non-Summer only. Second, the newly proposed Winter season would be defined to 
include -December, January, and February .. Third, the concept of higher-priced rilting periods, 
called Premium Peak hours, would be included during the Winter and Summer seasons, similar to 
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the Public Starrs original proposal, hut with slightly expanded premium peak windows ·during 
each peak day.Id. at70-7l. 

In response to NCSEA's recomme_ndation that Duke introduce geographic price signals 
and develop hosting capacity maps, Duke states that: (I) requiring the Utilities to incur increased 
costs tci develop hosting capacity maps.is neither appropriate UJ1der P~PA_ nor cost beneficial, 
particularly in the context of the:standard offer fran:iework; (2) hosting maps have already been 
considered by the parties in the context _of the intercohnection proceeding in Docket No. ~ I 00, 
Sub IOI, in which the Public S~ indicates that the benefits associated with developing 
distribution level hosting;capacity maps was outweighed by their costs; and (3) the information 
provided in the hosting capacity maps would.he static and not-adequately recognizethe Utilitie5' 
capability to reconfigure the distribution grid to shift load and generation across distribution 
circuits to achieve a better-balance, resulting iri changes.in the cost/benefit ofhaving_generation 
on a specific circuit. As a result; Duke argues.that ii.on-geographic specific pricing offers a fair rate 
to all generators committing to selt under the standard offer tariff and allows Duke to adjust system 
line loadings to. maximiz.e benefits for all customers, and that NCSEA 's recommcn~tion therefore 
should be rejected. Id. at 73-74. 

With regard to NCSEA's time-of-day pricing periods and optional real-time pricing tariffs, 
.Duke agrees that this information could help align actual avoided costs to QF payments, but.that 
the ,granular pricing periods proposed -in this proceeding are Sufficient at this time. Duke .further 
agrees to continue io investigate development of time-of-day and real-time.pricing_ periods for 
st~dard offer QFs but .recommends that the Commission accept the updated avoided cost rate 
design as reasonable and appropriate, Id. at 74-75. 

In response to .NCSEA's proposed rate design changes, the Public Staff in_ its Reply 
Comments states that h_ourly pricing Tor each month, as proposed· in the 12x24 Design, could 
provide benefits to ratepayers and send appropriate price SiWals to QFs. However, the PubliC Staff 
notes- thbt because _some months have similar ·energy price characteristics, this approach may 
increase complexity without providing significant additional benefits. Instead, focusing on three 
seasons, each-with multiple pricing tiers, _would provide more gninularpricing_infonnation to QFs 
without imposing significant new.administrative burdens. Public Staff Reply Comments at 3. 

The Public -Staff also indicates, that it supports the availability of an RTP tariff for avoided 
energy, which could enable,QFs to maxim.u.e their faci1ities' value to Customers, particularly in 
light of innovative technologies Such· as energy storage, while minimizing the risk of over- and 
under-payments for en_ergy. The Public Staff recommends that DEC and DEP offer an RTP 
avoided cost tariff as an optional alternative to their proposed Schedule PP in the next avojded cost 
filing. Id. at 7. 

Duke-witpess Snider testified that.the Rate.Design Stipulation was the result of the parties 
attempting to-resolve their differences regarding different rate design alternatives. The stipulated 
rate design, as indicated in Snider·Figure No .. 2 reproduced below, •is similar to,the Public Starrs 
o_riginal three-step rate design approach and identifies the _energy and capacity periods that 
best reflect each utility's avoided cost based upon seasonal and time-of-day characteristic~. 
Tr. vol. 2, 65. 
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Snider _Figure 2: Stipulated Energy and Capacity Rate Periods (By Hour) 

In support of the Rate Design Stipulation, Duke witness Snider testified that the updated 
rate designs reasonably and accurately reflect the avoided cost value of QF energy and capacity 
being delivered to Duke and paid for by customers, explaining that the proposed rate design 
contained in the Rate Design Stipulation will also provide strong price signaJs to QFs by 
identifying the times that generation is of the most value to_ customers and providing a financial 
incentive to maximize their generation during these higher production cost hours. Thus, he testified 
that the rate design encourages QFs to configure their operating scheme to take advantage of these 
higher rate periods when energy and capacity are of the highest value to customers. Tr. vol.-2, 29. 

Witness Snider also testified in response to SACE witness Wilson's argument that the 
stipulated avoided capacity rate design focuses on too narrow periods of time, stating that the 
stipulated rate design is consistent with the Commission's direction in the 2016 Sub 148 Order in 
that it provides for higher capacity payments during fewer peak-period hours to QFs that provide 
intermittent, non-dispatchable power, based on each utility's costs during critical peak demand 
periods. In addition, he argues that the stipulated rate design is consistent with the Commission's 
2018 Scheduling Order in that it also reflects Duke's highest,production cost hours with more 
granul_arity than under prior rate schedules. Tr. vol. ·2, 76, 115. 

Witness Snider also responded to NCSEA witness Johnson's recommendation that the 
Utilities calculate different rates for each hour of the month, explaining that this proposal would 
tend to lock in price differences and price relationships.between the hours in a m·anner that would 
likely -not coincide with actual real-time system conditions, particularly over time, and also 
unnecessarily increase billing complication, thereby increasing the risk of billing errors. In 
addition, regarding witness Johnson's RTP pricing proposal, witness Snider testified that the 
proposal does not appear to support a trueRTP rate similar to DENC's LMP tariff during all hours, 
but instead appears to can for RTP rates during times when costs to serve are high, and a 
gu~teed forecasted average cost rate during all other hours, including hours when the cost to 
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serve is lower than the average avoided cost rate. Witness Snider stated that such an approach 
would be inconsistent with the FER C's general implementation of Pl}RP A, which provides_ that a 
QF may elect to commit to deliver its power at the utility's avoided cost either calculated at the 
time of delivery or calculated at the time the QF makes its legally enforceable Commitment to 
deliver energy and cap~city. Witness Snider noted that Duke would be.agreeable to investigating 
development ofRTP periods for standard offer QFs that do not require the financial assurance of 
a fixed Jate and ins_tead' are wiUing to .accept rates calculated at the lime of delivery, based 
upon Duke's actual -hourly marginal cost of energy. Tr. vol. 2, 116-18. Witness Snider also 
testified that for the same reasons stated in Duke's Reply Comments, the Commission should 
reject NCSEA's recommendation tha_t Duk~ offer.geographically differentiated avoided cost rates. 
Tr. vol. 2, 119-20. 

In response to NCSEA witness Johnson's argument that an ~essment of historical loads 
does not support a seasonal allocation heavily weighted to winter,. witness Snider testified that 
NCSEA's criticisms are e:ssentially the same arguments that were made in the 2016 Sub 148 
Proceeding and ignore the impact of continued increases in the amount of must-take solar 
generation on-the Utilities' loss ofload risk. Witness Snider noted that the Commission in its 201~ 
Sub 148 Order rejected ihe arguments raised by NCSEA and instead recognized the significant 
impact that high penetratiollS of.solar were. having on ·summer versus winier loads net of solar 
contribution. Witness Snider also noted that Duke ha5 seen significant cold wea_ther load responses 
in recent years in excess of summer conditions that were not fully considered in-NCSEA witness 
Johnson's review·period. Witness Snider concluded that an assessment ofhistoric.loads·without 
consideration of the impact of current and projected- levels of must:.take solar output does not 
provide meaningful insights into the appropriate ~easonal allocation weightings. Tr. vol. 2, 122-26. 

ln'response to SACE witness Wilson's criticisms of Duke's reliance on its 2016 Resource 
Adequacy ·study for purposes pf detennining. seasonal allocation .capacity payrrients, witness 
Sni4er stated that the C0mmission found in its 2016'Sub 148 Order that it was appropriate to rely 
on the Resourec Adeqtiacy Study for purposes of.establishing seasonal ·allocation ,of capacity 
payments. Witness Snider further npted that the use of the 10:ss of load risk-values as allocation 
factors appropriately represents the seasonal'-capacity benefit provided by. a: QF, and' properly 
aligns with .cost causation principles. Witness Snider also noted that Duke and the Public Staff 
agree ~t it is appropriate that the resource adequacy studies, alopg 0with all inputs and· modeling 
assumptions, should be update4 for use in the 2020 biennial lRP filings. Tr. vol. 2, 127-30. 

In respohse to NCSEA witness Johnson's suggestion that Duke's seasonal allo~tion is 
inconsistent with PURPA, in that QFs are not being fully compensated for the capacity costs,they 
enable the utilities to avoid,.Duke witness Snider testified.that Duke's IRP planning methodology 
and approach to recognizing future capacity needs based upon future 'loss of load expectation 
(LOLE) is consiste11_t with the general principles of PURPA and is technologically agnostic. He 
stated that non-dispatchable QFs therefore are being fully compensated for the ~pacity value they 
provide. In _addition, witness· Snider argued that. DuJs,:es' methodology- is full}' consistent with 
N.C.G.S. § 62-156(b)(3), which provides that: 

A future capacity.need shall only be avoided in a year where the utility's most recent 
biennial integrated resource plan filed with the Commission pursuant to [N:C.G.S. 
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§] 62-110. l(c) has identified a projected capacity need to serve system load and the 
identified need can be met by the type of small power producer resource based upon 
its availability and reliability·ofpower .... 

Witness Snider testified that Duke's seasonal aUocation may-continlie.to change over tiine 
as customer mix, c_ustomer energy ll5age, and changes to the summer and winter resource mix, 
including the continued addition of.solar resources, the addition of'battery storage capability, 
longer-tenn potential wind resources, additi6nal DSM pr6grams 6r other changes impacting the 
balance of summer versus winter resources, and,other· factors change. As these changes occur, 
Duke will update these seasonal allocations as appropriate in future biennial proceedings. 
Tr. vol. 2, 133-35. 

Public Staff wimess Thomas testified that the Public Staff largely agrees with Duke's 
proposed capacity payment hours and seasorial allocation and did not propose any s_ignificaht 
changes to,the capacity rate.-design. He testified that to prevent overpayment to QFs for capacity 
that is not needed~ it'is most 11ppropriate to pay capacity payments only during hours .where there 
is a loss of load· risk. FinaJly, witness Thomas testified that Duke's use of the LOLE ,metric is 
reasohable and protects ratepayers from overpaying. for QF capacity, and that the proposed rate 
design sends the appropriate price signals to QFs. Tr. VtJI. 6, 389-9L_ 

Discussion and Conclusions 

Avoided E11ergy Rules 

In the 2018 Scheduling Order the Commission directed Duke to address in its initial filings 
in this proceeding, ·among other issues, consideration of a rate dCsign that considers factors relevant 
to the- characteristics of QF-supplied power that is intenniltent and non-dispatchable. 2018 
Scheduling Order at I. More specifically, and consistent with the discussion and' conclusions 
reached in the·Commission's 2016 Sub 148 Order, the Commission expres~ed.its expectation that 
Duke would file proposed rate schedules that reflect each utility's highest production cost hours, 
as well as summer and non-summer periods; with more granularity than the current Option A and 
Option B rate schedules historically used in the implementation ofPURPA and N.C.G.S. § 62-156. 

As summarized above Duke responded to-tt,.is direction through its initial filing, and the 
Public Staff conducted-an extensive investigation as to the reasonableness of Duke's proposed rate 
design. The product of that iilvestigation was filed'with the Commission in this docket as the Rate 
Design Stipulation. Based upon the foregoing and the entire'record herein, the Commission finds 
that the Rate Design Stipulation is the product of give-and-take in negotiations between Duke and 
the·-Public Staff and that aloqg with the testimony in support of the Rate Design Stipulation, is 
entitled to-appropriate weight in this.proceeding. 

For the following reasons the Commission gives substantial weight to the Rate Design 
St_ipulation and the testimony in support thereof and finds that the proposed changes to DEC and 
DEP's energy rate design as indicated in the Rate Design Stipulation are appropriate for use in 
calculating energy ·rates in this proceeding. First, the Commission finds merit in the general 
approach utilized by the Public StaJTto develop·granular pricing methods for avoided energy that 
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more accurately reflect Duke's highest productiori cost hours and loads to increas~ the likelihood 
that the.interests offfitepayers and developers ofQF generators align. The Rate Design Stipulation 
reflects an .agreement between the Public Staff and Duke .on more granular pricing methods 
consistent with the _Public _Staff's approach. Second, the Commission detennines that the 
modifications made through discussions between the Public Staff and Duke to further refine this 
rate design approach, as meni.orialized in the Rate Design Stipulation, strike an appropriate balance 
between accurate avoided ~st pricing, administrative efficiency, and the general acknowledgment 
that these factors will continue to change over tim"e.-Third, the Stipulated rate design was the result 
of a methOdologicaI approach to evaluate system costs and impacts as described in the Rate Design 
Stipulation, and properl}' ·aligns price- signals provided in .the rate design with· Duke's avoided 
energy cosls. 

With regard to NCSENs proposal to develop more geographically granular rates, the 
Commission finds that lhere is insufficient evidence denio-nstrating that such an effort is 
appropriate for the standard 9ffer tariff or w9uld be cost-beneficial at-this time. After carefully 
considering NCSEA's evidence and arguments on this issue, the Commission is not perswided that 
the b~nefiis associated with d~veloping detailed geographic guid~~ for smaller generating 
facilities seeking to select suitable interconnection locations will outweigh the costs when similar 
information is already made ~vailable .through other interconnection processes such as the 
Section 1.3 Pre-Application Reports; 1 Further, as Duke witness Snider testified, utilities are 
constantly reconfiguring their distribution grid to better balance load and generationj and as a 
result, the information for a specific circuit_ may be dynamic in nature. Lastly, the administrative 
efficiency of providing non-geographically differentiated standard offer pricing. mlist also be 
co-nsidered in light of the fact that the standard offer tariff i_s an optional tariff intended to be 
generically available to small QFs pursuant to 18 C.F.R. § 292.304(c) and N.C.G.S. § 62-156(b), 
and is· limited to small power producer QFs· with a design capacity up to 1 MW plirsuant to 
N.C,G.S. § 62-156(b).2 Any QF that seeks to introduce •~ndividual characteristics of the small 
power producer,"·such as geographic location, that theQF believes may impact the "indiVidual .... 
value of energy and capacity from [the QF] on· the electric utility's systef!_l" may do so in 
negotiating avoided cost rates based upon the specific costs that it alI_ows the utility to avoid under 
N.C.G.S. § 62-156(c)and 18 C,F.R. § 292.304(e)(2)(vi). As such, the Commission determines that 
geographically granular rates shcillld not be reqllired for standard offer facilities in this proceeding. 

Regarding the proposal by NCSEA tO require .the Utilities to provide 24 different hourly 
rates·each day, the-Commission agrees'with 0 Duke that offering such.-speciflc hourly rates would 
lock in price •differences and price relationships between the hours in a irninner that would likely 
not coincide with actual real-time system conditions over time. Instead, the Commission 

1 See Order Approving Revised Interconnection Standard·and Requiring Reporti and Testimony, Pelilion/or 
Approval Of Rwisions to Genera1or /nten:onnectionStandards,-No, B-100 Sub IOI, al 58 (N.C.U.C. June 4, 2019). 

2 AmendmeotseuaCled pUfS:U!Uit to SL. 2017-192 broadened the definition of"small power producer" to include 
QFs that use renewable resources as a fuel sowte, but not cogeneration facilities. 2016 Sub 148 Order al 18. While I.he 
Cooim.ission previously took care to aclamwledge the distinction,_id at 37-38, the parties here have (ocused their argum.5!"ts 
and testimony on solar QFs.: Because isrues specific to cogeneration facilities are not-in·dispute in lhis·proceeding, I.he 
•Commission wiU likewise dispense with I.he technicality of this amended definition and use the more gmeral term QFs in 
this Order. 
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detennines that the approach recommended by the Public Staff and Duke in the Rate Design 
Stipulation to provide a-defined range of hours in distinct price·.groups based on periods where 
higher costs are generally expected will provide,a reasonable and consistent price signaJ to QFs, 
encouraging them to align their generation with the time periods ttiat have most value to customers 
in a forward-looking fashion. 

Finally, the Commission agrees with Duke, NC SEA, and the Public Staff that real-tirrie 
pricing rates for- .QFs could better align the Utilities' avoided cost rates to QF payments, but 
recognizes that·such an option must be balanced with the Utilities' obligations under PURPA to 
provide a QF with the option to.commit to deliver its power at. the Utility's avoided cost, either 
calculated at the Lime of delivery·or CaJculated at the time the QF makes i!S legally enforcea_ble 
commitment to deliver energy and capacity. 18,C.F.R. § 292.304-(d)(2). Therefore, consisterit with 
the recommendation of the Public Staff, the Commission directs Duke to evaluate and, if found to 
be appl"Opri3.te, offer, an RTP-based avoided cost l.!riffas an optiom,JaJtemative to their Schedule 
P? in the next avoided cost proceeding. 

Al'oided Capacity Rates 

In the 2018 Scheduling Order the Commission aJso.directed Duke to address in its initial 
filings in this.proceeding consideration of issues that impact DEC's and-DEP's avoided capacity 
rates, such as the Weighting of capacity vali.le between the summer and non-summer seasons. States 
must consider a number of factors in detennining avoided costs, including the availability of 
capacity or energy from a QF during the system daily and seasonal peak loads (including 
dispatchability, reliability,. and the individual and aggregate value of energy and capacity from 
QFs), as well as the relationship of the availability of energy and Capacity from the QF to the ability 
of the utility ,lo avoid costs. 18 C.F.R. § 292.304(e). Pursuant to N.C.G.S. § 62-156, .the 
Commission,must consider the availability and reliability-ofQF power in establishing rates to be 
paid for capacity purchased from a smaJI power producer. 

The Rate Design Stipulation reflects·that-after Duke made its..initial filings and engaged in 
discussions with-the Pµblic Staff, these two parties reached agreeJllent on the appropri;ite seasonal 
and hourly allocations of capacity payments based on the.Astrape Capacity Value.of Solar study 
that Was tiled with Duke's "IRPs in Docket No; E-·I00,.Sub· 157. As with issues.related to energy 
rate design, the.Commission also finds that the Rate Design Stipulation is the product of give-and
tak:e negotiations with respect to capacity- rate issues, is·materiaJ evidence in this proceeding, and 
is entitled:to be given appropria:te·weight in this proceeding aJong with the other record ev_idence. 
The Commission gives substantial weight to the agreements articulated in the Rate Design 
Stipulation and the testimony in Support thereof; For the following reasons the Commission 
concludes that these agreements should .be approved_ as part of the .acceptance ·of the Rate 
Design Stipulation, 

First, the Commission finds that·Duke's reliance on LOLE is appropriate in the context-of 
determining when a QF can help a utility avoid or defer a planned capacity addition. Duke's 
evaluation of the PS-S2 scenario proposed by the· P.ublic Staff, as well as the sensitivity·analysis 
performed,by Duke in response to SACE's concerns over the relationship between_ winter load and 
cold-temperatures, is adequately responsive to the concerns SACE raised. Second, the Commission 
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finds Duke's description of the consideration of operat_ing reserves that are held back in the 
SERVM model persuasive, as it demonstrates the icasonahlelless of Duke's modeling with respect 
to this.issue. Third,_ the Commission agrees with Dµke and the Public.Staff that the use of the loss 
of load risk vaJues to establish seasonal allocation ·ractors is appropriate, as it aJigns with cost 
causatiori principles. The Commission aJso agrees thanhese factors change over time; and that it 
is appropriate that the resource adequacy studies, along with all inputs and modeling-asswnptions, 
should be updated for use iri the 2020 bienniaJ 1RP filings and taken into account in the 
2020 avoided cost proceedings. Thus, as in the 2016 Sub -148 Order, the Commission will continue 
to review these issues in future avoided costproceedings. 

The Commis.sion acknowledges that:witness Johnson's-assessment of historical loads for 
the years 2006 to 2017 has relevance to Duke's proposed seasonaJ .allocation of future capacity 
neec;l;·however, the evidence'in this proceeding confinns the Commission's detennination-in the 
2016 -Sub 148 Order that the high solar penetrations in Duke's service Jerritory that it ·is 
experiencing today and expects to Coritinue in·the future will have.different impacts on summer 
versus winter loads net of solar contribution than in the past. Therefore, the Commission agrees 
with Duke witness Snider that an assessment of historic toads without consideration of the impact 
of current and projected ·tevels of solar output does not provide a complete or reasonably accurate 
picture•of the appropriate seasonal aJlocation weightings to assign to forward-looking avoided 
cost rates. 

The Commission disagrees with NCSEA witness Johnson that Duke's·seasonal allocation 
is,inconsistent with PURPA. Instead,_the Commission finds that the seasonaJ allocation proposed 
by Duke and supported by the Public Staff provides a more reasonable. quantification cif the 
capacity-costs that QFs enable the utilities to avoid. Consistent with N.C.G.S. § 62-156(b)(3), it is 
n0t only appropriate but.required thafthe utility evaluate whether '~e identified need can be met 
by the type of small power producer resource. based upon its availability and reliability of power." 
Undet the seasonal allocations proposed in the Rate Design Stipulation, a QF that can provide 
capacity during the identified need, as expressed by the LOLE hol![S, is fully compensated under 
seasonal capacity allocations that more accurately reflect the utility's avoided cost than seasonal 
aJlocations used in previous avoided cost proceedings. As indicated by Public ·Staff witness 
Thomas, to,prevent overpayment to QFs for capacity that is not needed it is most appropriate to 
pay capacity payments only during h0urs where there is a.loss ofl_oad risk, and therefore future 
capacity need, that can-be avoided.. The Commission agrees. Therefore, based,.upon the foregoing 
and the entire record herein, the Commission finds that DEC's proposed seasonal allocation 
weightings of 90% for winter and 10% for·summer, and DEP's proposed seasonaJ aJlocation 
weighting of I 00% for winter, are appropriate for use in weighting capacity vaJue between winter 
and summer to calculate DEC's and DEP's avoided capacity ra~ in this proceeding. 

On the related issue of the availability of winter DSM programs, the Comf!lis_sion agrees 
with Duke witness Snider that significant differences can exist between utilities, including climate, 
heating sources, industriaJ demand, and avoided costs, _am6ng others, as well as between portfolios 
of DSM programs targeting providing-summer and winter capacity .. Thus, the Commission finds 
Duke's assumptions regarding the availability of DSM programs for reducing winter peak demand 
are reasonable and appropriate for use in calculating avoided capacity rates, in this proceeding. 
However, as discussed in the 2018 IRP proceC9ing, the'Commission determines that Duke should 
place additionaJ emphasis on defining and implementing cost-effective DSM programs that will 
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be available to respond to winter demands. Therefore, the Commission will- require Duke to 
address this issue in its-initial statements filed in the 2020 biennial avoided cost proceeding. 

Co11c/usion 

In con_clusio_n the Commission finds that the proposed avoided energy and avoided capacity 
rates- presented in the Rate Design Stipulation are- reasonable and appropriate. These stipulated· 
rates are responsive to the Commission's direction to develop a rate design that sends stronger 
p_rice signals to incent QFs to better match_ the generation needs of utilities. Therefore, the 
Commission cortcludes_that the energy and capacity-rates.presented in the Rate Design Stipulation, 
should be a:pprOved for _use in calculating DEC's and DEP's avoided energy and capacity rates in 
this proceeding. As with other detenni~tions in-this case, these assUIJlptiOns can,De dynamic and 
can change in tlie future. The Commission will be.receptive to revisiting·lhese issues in future 
proceedings; as appropriate, .to continue to -evolve the State's implementation .of PURPA, 
consistent with, federal and state law, and to more accurately reflect utilities' ·avoided costs 
resulting-from the purchase ofQF power. 

EVIDENCE ANDCONCLUSIONS FOR FINDINGS OF FACT NOS. 9 AND IO 

The evidence supporting. these findings of fact is found in the testimony of Public Staff 
witness Thomas and Duke witness Johnson. These findings are not contested. 

Summary of the Evidence 

Public'Staffwitness Thomas recommended that as a result of the changes to th~ rate design 
proposed in- this proceeding. it would be appropriate for the Commission ·to make two minor 
changes to Commission Rules R8-64(b)(6)(iii) and R8-7l(k)(2)(iii)(6), which require applicants 
to submit.a "detailed explanation of the anticipated'kilowatt-hour outputs, on-peak and off-peak, 
for each- month of the year." Witness Thomas suggested that 'the Rules be amended to instead 
request an hourly production profile from the·applicant for one year. Witness Thomas indicated 
that this·step wo'uld eliminate the addition_al processing required by the applicant to fit the output 
into,the on- and off.:peak periods and -would also provide .additional information regarding the 
facility's production profile for the Public Staff's review of the CPCN application. Tr. 
vol. 6, 395-97. 

Duke witness Johnson testified that_Dukc agrees with the Public Staff that the stipulated 
rate design is inconsistent with the Rules' requirements and therefore appropriate for revision: He 
stated that Duke believes that other parties riot currently participating in thiS proceeding,may have 
an interest in the proposed rule revisions, and therefore the •Commission should addiess the 
propos~ revisions in a separate rulerilaking proceeding. Witness Johnson further testified, 
however, t_hat Duke requests that the Commission authoriz.e a limited waiver of application of 
Rules RS-64 and R8-71 as they are currently written and appro_ve the revisions proposed by witness 
Thomas on-an interim basis until such time as a separate rulemaking proceeding can be initiated 
to review the proposed revisions. He stated that Duke discussed this proposal with the·Public Staff 
and that the Public Staff did not have any objection·to Duke's proposal. Tr. vol. 2, 282..:85. 
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Discussion-and Conclusions 

In light of the changes to the energy and capacity rate designs being implemented in 
this proceeding, the Commission agrees with the Public Staff and Duke that the infonnation 
currently required to be submitted in a CPCN application under Commissjon 
RulesR8 64(b)(6)(iii) and R8-71(k)(2)(iii)(6) requires an additional step to be taken by CPCN 
applicants beyond the· presentation of an annual energy production profile, resulting in some 
additional'administrative efforts that may only provide limited addjtionaJ benefit, and that changes 
to the rule may be appropriate .. The Commission also agrees that requiring a CPCN applicant to 
submit infonnation regarding the adi:litionaJ factors influencing the ·shape of the production profile 
may be relevant'in·the Public &taff's and the Commission's consideration of the applicati6n; The 
Commission,also agrees_with Duke, however, that other parties not currently. participating in this 
proceeding may have an interest in the proposed rule· revisions. and finds that esta~Jishing a 
separate nil.CmaJc¼1g proceeding to evaluate the proposed rule revisions. is appropriate. Therefore, 
the Commission will grant the limited waiver, .as recommended by Duke and ·agreed to by the 
Public Staff, to allow CPCN applicants to substitute the following for the infonnation currently 
required in Commission Rules R8-64(bX6)(iii) and R8C71(k)(2)(iii)(6): 

The projected annual hourly production profile for the.first full year of operation of 
the renewable energy facility in kilowatt-hours, including an explanation of 
,potential factors influencing the Shape of the production profile, including fixed tilt 
or tracking panel arrays, i]lverter loading ratio, over-paneling, clipped ·energy, or 
inverter-AC output power limits. 

In the near future the Commission will issue an order establishing a rulemaking proceeding 
for the purpose of considering amendments _to these ·R,ules. The -limited waiver allowed· pursuant 
to th_is Order shall be 'in effect from the date of this Order until the Commission adopts revisions 
to Commission Rules R8-64(b)(6)(iii) and R8-7I(k)(2)(iii)(6). 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. II AND 12 

The evidence supporting these findings of fact is found in Duke's verified JIS, DENC's 
verified Initial Statement, and the entire record herein. 

Summary of the Evidence 

In its JIS Duke states that DEC and DEP each calculated their respective avoided capacity 
cost based upon the overnight cost of.a CT.unit, using publi_cly available,industry data from the 
E;nergy Informatjon Administration (EIA), tailored to the extent needed to adapt such infonnation· 
to North Carolina and to copfonn to the Commi~ion's.previous avoided cost orders. Duke notes 
that the·EIA CT capital cost is based on construction ofa single CT unit at a greenfield site, and 
that consistent with prior Commission orders, the CT capital,coSt calculation does not assume any 
economies of scope. JIS at f5. 

In its Initial Statement DENC indicates th_at it used the applicable costs of the Greensville 
combined cycle power plant as the basis,for the CT equipment costs, which was consistent with 
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the approach it took in the 2016•biennial avoided cost proceeding. DENC states that·these•costs 
are current and verifiable and represent the Company~s actuaJ_procurement costs of CT equipment 
related to- a· power plant that is currently under construction and wru; expected to become 
operationaJ in December 20l8. DENC states further that for the remaining costs, includirig 
construction and Owner costs. it utilized the P JM .cost of new entry estimates, based primarily on 
the "PJM-Cost of New Entry for Combustion Twbine and Combined Cycle Plants With JUfle 1, 
~022 Online_ Date" repon prepared by The Brattle Group and Sargent & Lundy, dated April 19, 
2018. DENC indicates that it aJso made several.adjustments to the Brattle Study re5ults, consistent 
With prior guidance from the Commission. DENC Initial Statement at 14-15.-

In its Initial Comments the Public Staffindi~.t_es that it reviewed'-the capital.cost i_nputs, 
line losses, and assumptions incorporated•in the Utilities'·avoided capacity calculations and finds 
them reasonable for purposes of this proceeding. Public Staff Initial Comments at 12, 17. The 
Rublic Staff recmitmends; however. that in future avoided-cost proceedings the Utilities should 
evaluate and apply, if appropriate, cost increments and decrements to the,.publicly available.-cost 
estimates, including the use of brownfield sites, existing infrastructure, decrements for electrical 
and natural gas connect.ions, and other balance of plant 'items, to the extent it is likely' that this 
existing infrastructure is used to meet future capacity additions by the utility. The Public Staff 
notes that the Utilities have retin}d, and plan to retire over the next 10 years. significant natural gas 
and·~al generation that may lead to the availability of several brownfield sites for potential future 
use for both ·baseload and peaking needs that may "represent potential value to customers that:is 
not reflected in the costs ofa greenfield site." Id at 17-181 66-70. 

NCSEA's Initial Comments and the supportirlg· affidavit of witness Thomas Beach 
advocate for an adjustment to tlie Utilities' respective CT costs to include an adder for finn natural 
·gas pipeline transportation capacity-cost or. backup fuel (oil) &gUing that CTs require.either firm 
pipeline transponat.ion capacity or backup fuel to ensure availability during winter peak hours 
when gas demand peaks and pipeline capacity is constrained. NCSEA Initial Comments at-23-24. 

NCSEA further states in its Reply Comments that it opposes-the Public Staff's suggestion 
that Duke incorporate brownfield site data in. its CT cost.calculations. NCSEA states that Duke 
predicts only two capacity additions which may be brownfield sites - neither of which is 
incorporated ,into its avoided cost peaker plaiit calculnt.ions - so Duke does-not appear to intend 
to utilize nwnerous brownfield sites; therefore, the use of a greenfield site for good cost
calculations is appropriate. NCSEA states, hQwever, that it does-not oppose Duke's utilization of 
brownfield sites irt its next avoided cost filing,_ but only if Duke plans to utilize brownfield sites 
and it will be reflective of.true cost data. NCSEA Reply Comments at 6-8. 

In its Reply Comments DENC indicates that it has long advocated for the use of' a 
brownfield CT to determine avoided capacity cost rates, and it agrees· with the Public Staffs 
recommendation that brownfield- sites rriay be efficient locations for construction of new 
CT facilities because of.their land availability and existing gas and electrical infrastructure: DENC 
Reply Comments at 29-30. 

Duke similarly indieates in its Reply Comments that it is not opposed to the PubtiC Staff's 
recommendations to consider appropriate increments or decrements of publicly available CT cost 
data, sµch as consideration of a bro\\-nfield site. Duke states that the P.ublic Staff's proposal reflects· 
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an incremental ·improvement over the current methodology that will more accurately reflect 
Ouke's·tru_e avoided cost of capacity under the Peaker Methodology, as Duke's best estimate of a 
future avoidable CT is based upon the fype and operating characteristics of the CT that DEC or 
DEP would actua11y build in the Carolinas. Duke emphasized that this may necessarily include 
confidential internal data and consultant's ·estimates that consider economies ofscale adjustments 
as well as economies associated with brownfield.sites iil deriving future CT costs in the Carolinas. 
Duke Reply Comments at 32-34. 

Duke also opposes NCSEA's recommendation that a hypothetical adder for finn natural 
gas pipeline transportation capacity cost be included in the Utilities' er· costs, noting that DEC 
afld DEP do not reserve firm pipeline capacity for CTs. Duke-Reply Comments at'35. Duke points 
to the Public Staff's Initial Comments that recognized DEC and DEP included the cost ·of fuel oil 
as backup, which allows Duke to exdude the, cost- of securing firm pipeline capacity for CTs. 
Public -Staff Initial Commenls,at 7._ Duke also highlights that this proposal ~ould deviate· from 
Duke's consistent applicatfon of the Peaker Methodology in North Carolina by assigning a cost 
premiwn solely to the winter capacity price period versus allocating DEC's and DEP's avoided 
capacity costs ~etw~n the winter-and swnmer, perio!ls based upon loss, ofload risk. Finally, Duke 
disputes NCSEA witness Beach's quantification of the additional"pipeline capacity cost proposed 
to be added to the avoided winter capacity rate, finding that it was e_ither miscalculated or 
excessive. Duke Reply Comments at 35 ( citing Beach Affidavit at 18). 

DiSC!JSSion and Conclusions 

In the Commission's Order· Setting Avoided Cost Input Parameters, issued on 
Deeember 31, 2014, in Docket No. E-100, Sub 140 (Sub 140 Phase One Order), the 
Comniission determined: 

Because the focus of the peaker,method is on,a "hypothetical CT," for the next 
phase of this procee~ing, the Commission concludes that the utilities Should use 
,installed cost of CT per kW from publicly available industry·sources, sucb as the 
EIA or PJM's cost _of new entry studies or comparable data._ Data on the installed 
cost of CT per kW taken from publicly available industry sources are to be tailored 
only to the extent clearly needed to adapt any such information to the Carolinas and 
Virginia 

Sub 140 Phase One Order at 48. 

Based upon the foregoing evidence .and the entire record in this proceeding, the 
Commission finds that the Utilities ap"propriiltely relied on publicly available industry·sources for 
determining the installed per-kW cost of.a CT and that their respective source information was 
tailored in a manner consistent •with the guidance previously provided by the Commission. Th_e 
Commission therefore finds that the CT cos! i¢ormation used by OEC, DEP, and DENC, 
respectively, is reasonable and appropriate. for purposes of calculating.avoided capacity costs in 
this proceeding. -

The Commission further finds that the Public Staff's recommendation that in future 
proceedings the Utilities Should evaJuateand apply, if appropriate, cost increments and decrements 
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to the publicly available cost- estimates_ based on brbwnfield- sites· and existing infrastructure is 
appropriate in light of the nuniber-of current faeili_ties that have been built on:brownfield sites, as 
well as the number of plant retirements projected in the.Utilities' IRPs. The Commission•agrees 
that these existing_facilities may represent potential value to customers,.and-that.,t_o the extent the 
Utililies plan to utiliz.e those existing facilities for new capacity additions, it·is appropriate for,the 
potential cost savings to be considered in avoided cost ca1culations. Therefore, the-CommiSsion 
will require the Utilities to ·evaluate these potential adjustmerits and address through their initial 
s_tatements filed in the.next avoided cost proceeding the extent to which each utility·expects to use 
this exiSting infrastructure to meet- future capacity additions by each utility and whether 
adjustments to their avoided capacity calculations are needed to.account for this expectation. 

I!! addition, the Commissiori agrees that there may be some circumstances Where it is 
appropriate for the CT costs.derived.from generic•publicly available.estimates to be tailored based 
on_ internal data arJ,d actua1 construction.experience. HQwever, the Commi~slori stresses that.these 
adjustments must be clearly delineated and justHied to ensure.-the Commissiori~s effort in recent 
proceedings to increase the transparency in these CT cost inputs to the avoided capacity rate 
calculations is not lost. Further, when the Utilities us_e generic publicly available estimates, 
whether adjusted Or.nol, the burden,is on•the utility to·demonstrate that the estimates approximate 
the utility's actual costs; and procedures should be made available that allow not only parties but 
other interested persons to obtain. access to the estimates and any adjustments made to the 
estimates, if applicable. • 

The Commission has carefuliy considered NCSEA's proposed _upward adjustment.to the 
Utilities' winter avoided capacity costs to account for hypothetical firm natural gas •pipeline 
transportation capacity costs but is not-persuaded-that this:proposal should be adopted. Comments 
fileii by Duke ·and .the, Public Staff iiemonstrate that D_uke does not purchase firm pipeline 
transportation capacity for CTs. The Commission _,!.grees with these parties that it would be 
inappropriate to adjust the .. avoided capacity cost calculated under the Peaker Methodology by 
imj)osing an adder or decrement-that doei;.notrenect th_e utility~s actua1 planned cost of building a 
CT in the· Carolinas. Moreover, the Commission concludes that hypothetical firm natural gas 
transportation costs, as presen~d in this proceedirig, _are not s~fficiently knOwn and quantifiable 
to be included· in avoided cost calculations approved herein. Based ,upon tl!e foregoing and the 
entire recor4 herein, the Commission finds that the. exclusion ,of hypotheticaJ firm pipeline 
trapsportatio_n costs from ·the ra~es in this proceeding is appropria!e, Accordingly, the ~_ommission 
concludes that the. Utilities' data on the installed cost of a CT. used by the Utilities-to calculate 
avoided capacity rates is appropriate for purposes of this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 13 -15 

The-evidence-supporting these fin_dings of fact is founp in Duke':S verified JIS, DENC's 
verified Initial Statement, and,the entire record herein. 

Summary of the Testimony 

In its Initial-Statement DENC-notes that in the 2016 Sub '148 Order·the:Commission 
directed the Utilities to address in the next avoided cost proceeding ''the effect of ·distributed 
generation on power flows on each utility's distribution system.and the extent qf power backfl_ows 
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at substations." 2016 Sub 148 Order at 110. DENC-indicates that consistent with the Commission's 
directive it updated the data related to.power flows at its substations for the period September 2o't 6 
to Augtl!'lt 2018 ancl fotfnd that transfonners with high levels of connected distri~uted solar 
gene_ration, continue to experience backflow conditioru ·where generation .exceeds the load 
requirements of the circuit DENG states that the,mnnber of transfonners experiencing back-flow 
has increased, indicating the· continued appropriateness of not requiring DENC to :include an 
adder for line losses in the calculatioi1 of avoided energy payments· to QFs. DENG InitiaJ 
Statement at 34-35. 

In its JIS Duke states that it anaJyzed the leVels of connected, under ConstruCtion, and 
queued QF solar generating facilities interconnected to the DEC and DEP distribution systems to 
detennine,the number of substations that currently are experiencing Or are expected to experience 
backfeed in the near future because of the recent gfowth in-utility-scale solarQFs. As a result, PEP 
indicates that 50 ~mt of 367 substations (14%) are currently backfeeding into the.-transmission 
system due to distribution-connected generatio~ and that based on-the nwnber of.queued projects 
requesting tO.iriti::rconnect to the DEP distribution system in the near future, only about 96 out of 
367 substations (26%) .are .estimated to experience backfeed. Duke indicates that this lower 
percentage as compared·to DENC is in part due to the concentrated nature of QF Solar _development 
in m_ore ruraJ areas of the DEP·eastem North Carolina service territory. Duke indicates. that the 
percentages of DEC sLibstati_ons currently experiencing backfeed due :10 distributiOn-conne9ted 
projects is significantly less - only 5%. As a result of its analysis, Duke indicates that it is 
appropriate. for both DEC and DEP to retain a line loss adder for distribution-connected QFs 
eligible for Schedule PP at thls time. Duke indicates, however, that for proposed distribution
connected QFs that are not eligible-for the standard offer Schedule'PP, Duke plans to consider on 
a ·case-by-case basis whether the QF's energy output would b8.ckfeed the substation arid inject 
energy-onto the transmission system, and whether retaining or eliminating the.line Io.Ss adjustment 
from the avoided energy value is appropriate. JIS at 23-25. 

In its Initial Commen_ts the Public Staff indicates that it agrees with the information filed 
by the Utilities related to line loss adders and backfeeding of substations, as well as their proposals, 
and that.the appropriateness of line loss adders should continue to·be evaJuated-in future avoided 
cost proceedings~ The Public Staff further recommends that in the.next avoided cost proceeding 
the Commission require DEC and DEP to take into account the aggregate amount of renewable 
generation that will be; or is expected to be, interconnected by the end of the_ CPRE Program in 
their consideration of line loss impacts. Public Stafflnitial Comments at 72-73. 

SACE in its Initial COmmenl:s •jndicates that it retained Synapse to analyze DEN C's most 
recent power flow data and came to the same conclusion that it reached in the 2016 Sub 148 
Proceeding: solar QFs continue to provide line loss avc;,idance benefits, and it is inappropriate to 
entirely eliminate the line loss adder. SACE indicates that Synapse evaJuated-DENC's half-hour 
data associated With the 38 substations connected to QFs from August 16, 2017, to August 15, 
2019, and found that the majority. of substations are·still experiencing positive flows during the 
majority of half-hour blocks. Synapse aJso evaJuated the 38 substations during solar-producing 
hours and determined that line losses are still avoided during the majority of hours when QFs are 
generating power; therefore, DENC continues to benefit from solar QF line loss avoidance. SACE 
states that complete elimination of the 3% line loss adder may noJ accurately reflect line loss 
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avoidance benefits, and it requests that the Commission require DENC to re-calculate and ·include 
aJine loss adder in,its avoided energy rates available to QFs .. SACE InitiaJ Comments at f 8-20. 

In its Rep!y Comments.DENG disagrees with-'SACE's ana]ysis for three reasons. First, 
SAC E's analysis did not take into accourit irradiance levels-to detennine whether a solar QF could 
generate energy,.and the period of time evaluated included the wettest year on record for much of 
DENC's territory. Second, SACE failed to acknowledge the general observable trend at severa1 
DENC. substations that back-flows ·are occurring with more frequency as more distributed solar 
generation is connected to the sy_stem. Third, even when DENC sub~_tations are experiencing 
positive flows, outside of a few outlier data points, the "room" remairiing on the transformer before 
it starts experiencing backflow~ is reduced, and With the significant number of projects still seeking 
to,interconnect, the prevalence ofback:flow conditions will continue to increase: DENC therefore 
recommends that-the Commission reject SACE's analysis and find that it is appropriate.for DENC 
to-.continue not to incltide the line loss adder-in.its avoided energy rates. DENC Reply Comments 
at42-45. 

Discussion and Conclusions 

Pursuant to 18 C.F.R. § 292.304(e)(4), in detennining avoided costs "the costs or savings 
resulting from variations· in line losses from those that would have existed in the absence of 
purchases from a qualifying facility, if the purchasing el~trie utility generated an equivalent 
amount of energy itself or.purchased an equivalent amount of electric energy or capacity," shall, 
to the extent practicable, be taken into account. In the 2016 Sub 148 Order the ColJlJTlission 
concluded that line losses may not exist if power purchased from a distribution-connected QF' is 
backfeeding,to the substation, and the Commission directed.the Utilities to further evaluate this 
isSue in this proceeding. • 

Based on the foregoing and the entire record P,ere_in, the:Commission 'finds that back:flows 
are-continuing to occur with regularity on a number of DENC's distribution system circuits and 
that backflows will.continue to increase over time. The Commission further determines that this 
development greatly .reduces or-eliminates the benefits Of.the solar QFs' line loss avoidances; and 
that it is appropriate for DENG to continue.to not include a 3% line loss-adder from its standard, 
offer avoided·cost payments to.distribution-connected QFs eligible for the standard offer. 

The Commission also finds that it is approprfate for DEC and DEP to continue to 
incorporate the.line loss factor in their standard offer avoided energy calculations at this tim~. With 
regard to Duke's proposal.to assess the individuaJ characteristics of the QF that is not e1igible'-for 
SCliedule PP standard offer rates and to address the line loss adder as part of the PPA 
negotiation-process, the Commission agrees with Duke that such an analysis is consistent. with 
N.C.G$. '§ 62-156(c) by·taking into consideration the individual characteristics of the QF. Lastly, 
ltie Commission finds it appropriate to require the Utilities ·10 continue to study the impact of 
distributed generation on power flows on their distribution circuits and to provide the results of 
thoS:e studies.as a part of their initial· filings in the next biennial avoided cost'proceeding. 
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EVIDENCE AND CONCLUSIONS ·FOR FINDINGS OF FACT NOS. 16-18 

The evidence supporting these findings of f{l,ct is found in Duke's verified JIS, DENC's 
verified Initial Statement, NCSEA witness Johnson's Affidavit, and the entire reconfherein. 

Summary of the Evidence 

In its ns Duke propo5e5: to continue to recognize a 1.05 PAF in its calculation of avoided 
capacity cost rates to-be paid to QFs (other than cerlain hydroelectric QFs) eligible for the standard 
offer. -111. .the 20 I 6 :Sub 148 Order, the C_ommission agreed with Duke that the equivalent forced 
outage raie (EFOR) metric represents an appropriate peak season reliability indicator,.but to keep 
avoided,cost aligned with other routine filings, the Commission directed the Utilities to support 
their recommendations for PAF calculations based on peak season equivalent availabilities for 
utility fleets in total in this proceeding. In response to this direction Duke compiled five years of 
•historic equivalent availability (EA) data 'for the entire fleet during Duke's critical peak season 
months of January, February, July, andAugust-·the critical peak seas1;m that reflects the _high 
load per~ods in ·which Duke typically does not schedule planned maintenance outages for 
generating facilities. Duke further states that DEC's and DEP's resp(?ctive EA during this 
timefi:ame averages 95%, which it ~gues continues to support a -PAF of 1.05. JIS at 15-16. 

In_ the 2016 Sub 148 Order ,the Commission also ·directed Duke·to address ·wtether the 
2.0 PAF for hydroelectric QFs without .storage should continue for the standard offer in this 
biennial proceeding; 2016 Sub 148 Order at57. In its JIS Duke proposes in light of the Hydro 
Stipulation to retain the 2.0 PAF that the Coµunission had approved in previous avoided cost 
dockets: Under the terms of the Hydro' Stipulation Duke agreed that it would contiriue to use a 
2;0-PAF to-calcµlate the avoided cost rates for hydroelectric QFs without storage and t]:iat'have a 
capacity of 5 MW or less; Duke details that DEC and DEP negotiated.the Hydro, Stiplllation in 
good faith, and its tem1s and conditions were·based,on·both North Carolina's policy of supporting 
Small hydroelectric QFs and the relatively s~all and finite amount of small hydroelectric capacity 
in the State. Thus, Duke supports coDtinliation of the 2.0 PAF for hydroeleCtric f~cilitiCS·without 
storage in its standard,offer Schedule PP (DEC) and Schedule PP-3 (DEP). JIS, at 15-17. 

In its Initial Comments· the Public Staff generally -agrees with the Utilities' base 
methodology for calculating the PAF, but notes that (i) as avoided cost.proceedings continue to 
evolve, it may be appropriate for the Utilities to apply prospective, forward-looking 
EFORcomponents in,the.PAF calculation, and- (ii) the Utilities' EFOR data·should include a 
greater·consideration of critical peak periods. The Public Staff.states that because avoided costs 
are inherently forward-looking. it is also appropriate to take a forward-looking approach when 
detem1ining each utility's EFOR for use·iO"avoidcd cost calculations. The Pub]ic Staff argues that 
investments leading to improvements in the overall reliability (i.e., a decrease in forced outages) 
of the generation fleet should be given consideration. Therefore, although the Public Staff agrees 
that the Utilities met the intent of the 2016 Sub 148 Order with their filing of EFOR data, the 
Public .staff recommends that the Commission direct the Utilities tc;i refile their fleet weighted 
average peak month EFOR using five years of historical data and a minimum, of five years of 
prospective d3ta (but in no event greater than ten years). The Public Staff furtJ,er states that use of 
the EFOR data.that includes greater consideration of critical peak demand periods on each utility's 
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system is•appropriate. Therefo~, the Public Staff requests that the Commission direct the Utilities 
tO perfonn a revised PAF calculation that includes June and December EFOR data. 

In their Initial Comments the Public Staff and the NC Small Hydro Group support Dukfs 
inclusion of~e 2.0 PAF for hydroelectric QFs without storage that were eligible for the standard 
offer. Public Staff Comments at 72; NC Small Hyd_ro Group Comments.at IO. Emphasizing that 
there were only ten ·hydroelectric QFs between I MW and 5 MW in size, the NC Small Hydro 
Group in its Reply Comments also supports Duke's using a 2.0·P AF for hy_droelectric QFs without 
storage up to 5 MW. The NC Small Hydro Group notes that a reduction of aJmost 50% in the P AF 
(frorri 2.0 to 1.05); coupled with the. lower avoidec;l ·cos! rates -in genera] proposed in this 
proceeding, would be financially• devastating ·to those QFs. The NC Small Hydro Group also 
argues that the General Assembly recognized the need for hydroelectric QFs with a totaJ capacity 
of 5 MW or less to have· greater certainty in their future reyenues by allowing those facilities 
between 1 MW and 5 MW· tb negotiate. for contracts longer than five years. 
N.C.G.S. § 62-156(c)(ii) .. Thus, the NC Small Hydro Group claims.that there is no reason to treat 
these· facilities differently with respect to the 2.0 PAE NC Small Hydro Group Reply 
Comments at 2~3. 

In its Initial Comments NCSEA challenges Duke's proposed I.OS PAF included in DEC's 
and DEP's avoided capacity rates, arguing that.the historical EA data.used to quantify the PAF 
narrowly defined January, February, July, and AuguSt,as "peak season." NCSEA indicates that 
DEC and DEP have historically had s_wnmer peaks during the months between June and 
September, and, less frequently, winter peaks between, December and March. Therefore, argues 
NCSEA, the historical data for both DEC and DEP do not support considering only January and 
February as winter peak months, while excluding Decemb~r and March. Simih;1rly, NCSEA argues 
that the historical data for DEC does not support considering only July and August as swnmer 
peak months, while excltiding June and S~piember.·Jn his affidavit, NCSEA'witnesS Johruon states 
that regardless Of how carefully DEC and DEP schedule their,maintenance activities away from 
summer and winter, extreme peaks can occur in response to extreme weather, overlapping the time 
periods when m_aintenance,occurs. Therefore, NCSEA-.recommends that the Commission direct 
Duke to revise its avoided capacity.rates to reflect a PAF between 1.08 and 1.10. NCSEA Initial 
Comments at 31-32; Johruon Affida_vit at 36-37. 

In its Reply Cpmments Duke acknowledges that it engaged in several discussions with the 
Public Staff concerning Duke's use of EA data, EFOR. and the nppropriateness of the Public 
Staff's proposed adjustments to the PAF calculation. As a result of these discussions,,Duke notes 
that it also Supports the Public Starrs proposal to include the months of June and December if.the 
EFOR metric is used to calculate the PAF. However, Duke does not think-June and December 
represent appropriate months to use in detennining th~ PAF and points to the fact that LO LE results 
used in th~ avoided cost rate design show·that LOLE is ~ro in June and v~ry small in December. 
Duke Rep~y Comments at.52. 

Duke notes that the Commission directed Duke to use'the EA.as the metric to support the 
P AF. Further, Duke states that the Commission recognized that unit reliability should be evaluated 
during peak demand periods outside of planned maintenance intervals, and Duke believes that 
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calculating the EA for the criticar peak season months of January, February, July, and August is 
appropriate and complies with the 20I6·Sub 148-0rdcr. Duke Reply Comments at 51. 

Duke: also reports-that it cal_culated the PAF based on 'the Pµblic Staff's recommendation 
to use EFOR arid to include the additional months of June and December and that the.data would 
support-a slightly·lower PAF than the EA da_ta using the months proposed·by Duke. Accordingly, 
Duke supports either approach, as both approaches generally arrive at consistent results supporting 
a PAF of 1.05 or lower. Duke Reply Comments at 53-54.-Duke also notes in its Reply Comments 
that- it .appreciates the Public ·Staff's recommendation to take. a forward-looking approach and 
consider·utiJity investments to improve reliability in quantifying the PAF. The data and proce·ss 
suggested by the Public Staff, however, is not conducted by Duke, and it would require Duke to 
make severaJ asswnptions that may not be readily accepted by the other parties. Duke believes that 
using five years of historic data captures periods when reliability issues-may have surfaced for a 
unit ·and subsequent periods of improv_ed reliability following investments and resolution. Thus, 
Duke maintains that the useofhistoric data largely provides.the forward-looking process suggested 
by the Public Staff. Duke Reply Comments at 54-55. Finally, Duke agrees that the iublic Staff's 
recommended ,EUOR metric may have merit because it accounts for unplanned outages classified 
as "maintenance" outages, which are outages that .may .be deferred beyond the end of the next 
weekend but musi occur prior to the next planned outage. Thus, Duke recommends that the 
Commission approve a P_AF of 1.05 for QFs except for hydro QFs without storage and agrees to 
continue discussions with the Public Staff to detennine whether EUOR is a more appropriate 
reliability metric to,use for-the PAF in fufure avoided cost dockets .. Quke Reply Comments at 56. 

In its Reply Comments the Public Staff indicates that its Initial Comments did not 
recognize the complexity of' comparing two separate metrics - EA and EF6R - and the 
challenges of applying a prospective element. Therefore, the Public Staff proposes that if.a rate
based mebic is applied; the use of three (as used by DENC) to five (as used by Duke) years of 
historiC data is appropriate. Furthennore, an EFOR metric does not properly address other·types 
of outages that can OCCur during the peak season. Thu~, the Public Staff suggests that other· 
reliability metrics used by the North American 'Electric•Reliability Corporation (NERC), such as 
EUOR, or ~ighted EUOR, may be an appropriate metric because 'it accounts for the types. of 
outages that can occur during pe.,ik periods: forced outages, maintenance outages, and derates. The 
EUOR removes planned outages from the base calculation; therefore, planned Outages, ·like a 
nuclear refueling outage (or equivalent) that could occur occasionally in the late fall or early spring, 
would not be included in the calculation and give a negative indication of utility· performance 
during the critical peak seasons. As a result of this further analysis and .discussion with the Utilities, 
the Public Staffreco~ends tlJat the Commission approve the initial PAF calculations proposed 
by the Utilities in their November 1 filings fort.He purposes of this proceeding, but direct the Public 
Staff, Utilities, -and other parties to ·discU:Ss whether another· metric may be a more appropriate 
reliability metric to support quantification ofthe·PAF•in future avoided cost proceedings. Public 
Staff Reply Comments at 15-17. 

In its Reply Comments NCSEA states that Duke biased its current P AF calculations and 
that the calculations understate a QPs ~_ntribution t_o capacity during peak months. NCSEA 
renewed its recommendation that the Commission reject Duke's PAF proposal and adopt its 
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pn;,posal From its Initial Comments of a PAF between 1.08 and 1.10. NCSEA Reply 
Comments at 11-12. 

In its Reply Comments SACE agrees with NCSEA and the Public Statrs recommendation 
that the Commission require the Utilities to perfonn a revised P AF calculation including the 
shoulder month data..SACE Reply Comments at 7-8. 

On July 12, 2019, Duke filed a letter to counsel for the NC-Small Hydro Gro1,1p that outlines 
Duke's commitment to honor the Hydro Stipulation's provision for using 2.0 PAF for 
hydroelectric QFs' without storage conlrncting to sell 5 MW and less until the expiration of the 
Hydro Stipulation on December 31, 2020. Duke details, however, that their ·commitment was 
subject to any adverse regulatory decisions by the Commission finding th.at Duke shotild not offer 
the 2.0 PAF to these.small hydroelectric QFs. No party 6pposed Duke's proposal to retain the 
2.0 PAF for hydroelectric QFs without storage eligible for Duke's standard offer tariffs in 
fulfillment of the Hydro Stipulation. 

Discussion and Conclusions 

In the 2016 Sub 148 Order the Commission recounted the historicaJ approach.to including 
a PAF in the Utilities avoided cost rates. 2016 Sub 148 Order at 55. The Commission has 
consi_steJ1tly recognized that because-standard avoided capacity rates_ are paid on a per-kWh basis, 
setting avoided capacity·rates at a level equaJ to a utility's avoided capacity cost absent a PAF 
effectively requires QFs to operate. during 100% of the on-peak hours, without any reasonable 
opportunity to experience outages during each peak period, to receive-the tota1 available avoided 
capacity payment. Recognizing that the Utilities' generating units experience outages and do not 
operate I 00% of the time, ·the Commission therefore has ordered the Ut_ilities.to.apply a PAF, or a 
simple capacity multiplier, in calculating avoided capacity rates.paid·to QFs in previous avoided 
cost proceedings. 

In the 2016 Sub 148 Order the Commission found that the.methodology used to calculate 
lhe PAF should include greater precision than in past proceedings· ~d required tlie Utilities to 
c8lculate the PAF using a system availability metric representing the reliability of the Utilities' 
respective.systems during peak periods. In-particular, the.Commission-agreed with Duke witness 
Snider .lhat use of the EFOR metric represents the reliability of a unit or generating fleet during 
periods between plarined maintenance intervaJs, making it an appropriate indicator of utility 
generating fleet perfonnance dllring the utility's on-peak periods. The. Commission additiorial_ly 
concluded lhat -the similarly focused EA metric is aJso an appropriate peak season -reliability 
indicator and ordered the Utilities to support development of the PAF using the EA metric in this 
proceeding to hannonize the development of the PAF with other routine filings (such as the power 
plant perfonnance reports) made by the Utilities. 2016 Sub 148 Order at 57. 

As in the 2016 Sub- 148 Proceeding, the Commission detennines that the evidence in this 
proceeding supports calculating the PAF based upon a metric or metrics that assess generating unit 
''availability" and that" the methodology used to calculate generating unit availability should be 
based upon an,infonned discussion of utility syStem planning and load forecasting. The evid~nce 
in this proceec;ling aJso confinns that the purpose of the PAF, to allow QFs reasonable periods for 
unplanned outages similar to the utilities' -fleet during the year, remains valid. 
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The parties do not dispute.that DEC and DEP have generaJly complied with the·20l6 
S,ub 148 Order to support development of the PAF using.the EA metric. However, disagreement 
remains among the parties regarding the appropriate peak months to use to calculate the P AF when 
using either the EA or EFOR metric. Specific to Duke's initial reliance upon the EA of the 
generation fleet in total, as directed in the 2016 Sub 148 Order, the'Commission finds that the 
LOLE results provide the C9rrect signal for defining peak month_s when planned maintenance 
would nofbe scheduled foipurposes of supporting the EA calculation. The Commission therefore 
detennines that Duke appropriately-included the months of January, February; July, and August in 
quantifying the PAF based upon EA, while the inchision of additional months as recommends by 
NCSEA and initial!}' by the Public Staff Would introdu_ce periods with planned outagei;.'that would 
have the effect of artificially,increasing the EA and·therebY,overstating the PAF. 

The Commission gives sigrtlficant weight to the arguments of Duke.and the Public Staff 
and the evidence in' support' thereof, which demonstrates that the PAF calcu!Btions proposed by 
the Util_ities -in their- initial fiJiligs are consistent with the intent: of.the 2016 Sub 148 Order and 
appropriate for purposes of this proceeding. Based upon the foregoing and the entire record herein, 
the Commi&5ion finds that it is appropriate to require DEC and D_EP to use a PAF of I.05·in their 
avoided cost calculations for all QFs except hydroelectric facilities Without storage capability. The 
ConimisSion also accepts the Public,Staff's recommendation to consider other reliability metrics, 
spe~ifically the EUOR., which may have merit given that £UOR includes an additional type of 
outage classified as "'m~ntenance" outages which·can also occur during peak demand periods. As 
detailed by the Public Staff and supported by Duke, the EUOR metric appropriately excludes 
planned outages from calculation of the PAF. The Commission therefore will direct Duke and the 
Public _Staff to address the appropriateness of using EUOR as· an alternative to EA through their 
initial filings in the next avoided cost proceeding. 

Finally, although the Public Staff initially advocated .that the Utilities should begin to 
incorporate prospective data in applying the PAF metric, the. Public Staff's reply comments 
sugge_st that further discussions with Duke supports a conclusion that use of prospective data would 
be challenging and should not-be approved at thiS time. It is uncontroverted that use of prospective 
data would be inconsistent with Duke'.s·cwrent-process, and the Commission agrees that it may 
present additional complexities as it would require the Utilities,to make assumptions that may not 
be readily accepted by other parties. The Commission therefore adopts the Public Staff's 
recommendation to require the Utilities to continue to US:e three (as used by DENC) to five (as 
used by Duke) years of historic outage rate data to s_upport_the PAF. In support ofthi_s finding, the 
Commission finds persuasive Duke's ,position that use of historic data largely provides a 
forward-looking process because it captures periods when reliability issues may have emerged'for 
a particular ·unit and silbseque.nt periods of improved reliability foliowing ,investments and 
resolution of reliabil_ity issues. The Public Staff's own exainples of historiC capital investments 
that enhanced•reliability stemming from prior Polar Vortex·events also support the conclusion that 
investments in reliability are being recogniz.ed through the use of historic data. 

In the·2016 Sub 148 Order, in addition to the I.05 PAF included in avoided cost rate 
calculations that are generally available to QFs (through Duke's Schedule PPs), the Commission 
conSidered the 2.0 PAF included in the separate standard offer contract ·available to run-of-the
river hydroelectric QFs without storage capability (DEC Schedule PP-H; DEP Schedule.PPH-1). 
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While the Commission concluded that ch~ges to.the calculation of the PAF w~re appropriate for 
the Schedule PPs; the-Commission further concluded that·the continued use.of a 2.0 PAF in·the 
calculation of rates for S_chedules PP-H and PPH-1 should be approved. In· reaching that 
ccinclusio"7 the Commission noted that historically the P AF was supported by state policy 
supporting the development and economic feasibility of small hydroelectric generating facilities, 
as provided in N.C.G.S. §§ 62-2(21a) and 62-156. The Commission also noted.th.at no alternative 
PAF for run-of-the-river hydro QFs was proposed in that proceeding and concluded that 
considerations of regulatory certainty further-supported allowing the Hydro Stipulation to continue 
through the two-year period that was covered by !hat bienniaJ proceeding. Fiilaliy,lheCommission 
di_rected'the Utilities to address whether the utilization.of a 2.0 PAF as.provided in the Hydro 
Stipulation sfiould continue as provided in that agreement 

The NC Small Hydro Group's-uncontested evidence demonstrates that only a limited and 
finite-amount of hydroelectric capacity exists in North Carolina. In addition, like in the previous 
avoided cost procceding,.there is no evidence here of an alternative PAF'for run-of-the-river hydro 
QFs. Further, the Commission.detennines that prudential considerations·and those of regulatory. 
certainty apply with.equal force here as was noted in the 2016 SUb 148 Order. Therefore, the 
Commission concludes that Ute Hydro:Stipulatio~ including the 2.0 PAF, should be allowed to 
continue through its natural expiration on December 31, 2020. 

The Comm_ission has carefully considered the NC Small Hydro Gr9up's arguments 
regardirig State policy continuing.to·provide for favorable treatment of small hydro facilities. See 
N.CG.S. § 62-156; House Bill 329, § 3 (establishing a designated avoidable capacity need to be 
met by purchases.from certain legacy small hydroelectric QFs that had executed PPAs in effect as 
of July 27, 2017). As noted in the· 20 I 6 Sub 148 Order, the articulation of these policy goals, and 
the direction provided to achieve these goals, is not specific t0·the calculation of the appropriate 
PAF. Moreover, these provisions·ofthe Public Utilities Act are specific to discrete questions that 
are a part of calculating avoided cost.rates (the establishment of a,designa_ted avoidable capacity) 
and the maximum length of a negotiated_ contract Now 8bsent from.the,Public ·Utilities Act is.the 
specific. focus on the use of hydroelectric power. previously included in· the definition of "small 
power producers." N.C.G.S. § 62:.3(27a). In light of these legislative changes, the Commission 
finds it appropriate to corisider again -the question of the appropriate P AF to apply in calculating 
capacity rates available t9 ·run:.of-the-river hydro QFs after the natural expiration of the Hydro 
-Stipulation. Therefore, the CommisslOn will require Duke to address these issues through its initial 
statements filed in the next biennial avoided cost proceeding.1 

EVIDENCE AND CONCLUSIONS.FOR FINDINGS OF FACT NOS. 19-22 

The evidence supporting these findings of fact is found in Duke's.verified JIS and the entire 
record herein. The Commission takes judicial notice of all filings made in the 2018 IRP 

1 DENC notes that it was not a party to the Hydro Su"pulation and staii:s ~t.it does not appear to have any 
hydroelectric QFs in i_lS service area. DENC Proposed Order at 93. The2ot6 ~ub 148 Order was less than clear on this point, 
and lhe Commission appreciates DENC' s clarification of !his issue in !his proc.eediJ:ig. See 2016 Sub, I 48 Order at 7. There 
appears to be no pcis.sibility that a run-of.river hy~lectric QF will seek to avail itself of the opportunity_ to sell electric 
power from ilS facility to DENC; thus, the Commi$ion does not require DENC to offer avoided cost rates lhllt reflect a PAF 
of20 for,lhese QFs, nor does the Commission require DENC to addres3 these issues in the n~t avoided cost ·procctding. 
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Proceeding. Docket No. E-I 00, Sub 157, as they-relate to the Utilities' respective determination of 
projected capacity needed to serve system load. 

Summary of the Evide!]cc 

In its JIS Duke notes that in :the 2016 Sub 148 Order the Commission accepted the 
reasonableness of the overall Peaker Method and found tffat avoided capacity value should be 
recognized beginning with the year that the utility's ~ forecast shows a capacity need. Duke 
states that this determination was consistent with N.C.G .S. § 62-156(b )(3 ), as amended by House 
Bill 589, which-provides that a "future capacity need shall onl)' be avoided in a-year where the 
utility's;most recent'biennial integrated'resource plan ... has identified a-projected capacity need 
to serve system load and the id~ntified need can be met by the· fype of small power, producer 
resource based upon its availability and r'eliability of power· .... " JJS at 12-13. 

Duk_e indi_cates that its avoided capacity rates are consistent with the 2016 Sub 148 Order 
and N,C.G.S. § 62-156(b)(3) in that they recognize each utility's next avoidable future capacity 
need based upon DEC's .and DEP's most re~nt biennial IRPs filed on September 5, 2018, in 
Docket No. E0 I00, Sub 157 (2018 IRPs). These 2018 IRPs show that DECs next avoidable 
-capacity need is a planned· 460.MW (winter rating) CT in 2028, while DEP's next avoidable 
capacity need is a plahned 30 MW short-term market capacity purchase in 2020. Id. 

In its Initial comments the Public Staff does not take issue with DEC's and DEP's 
identified first avoidable capacity needs, as presented in their _2018 IRPs. The Public Staff notes 
that.pursuant to the 2018_ IRPs, QFs located in DEC's service area that select a ten-year contract 
would receive avoided capacity rates·that reflect the present value; of one year of avoided'tapacity 
costs·in 2028; whereas, QFs located in-DEP's service area will receive avoided.capacity-rates.that 
reflect the present value,of avoided:capacity costs for nine of the next ten years. The Public Staff 
also does not take iSSue with DENC's identifiC3tion.of its deferrable capacity need in 2022, _as 
shownfo its 2018 IRP filed May I, 2018, in Docket No. E-100, Sub 157. The Public Staff also 
indicates th_at if utility inputs ,change, such as the'anlicipated date of the _first avoidable.capacity 
needi the utility should update its· avoided capacity calculations for negotiated contracts, as well as 
for use.in CPRE Tranche 2. Public Staff Initial Comments at 9-10, I 7. 

In its Initial .Comments SACE notes that- DEP's IRP· showed a series of nuclear uprates 
between 2019 and 2028, hut DEP did not indicate whether the uprat~s would involve capital 
investments or only a change in the •enrichment of the fuel source. SACE states that if ca~ital 
investments are required in the near term,.there could.be an avoidable capacity need as early as 
2019, and that such capacity should be reflected in DEP's avoided capacity rates. SACE Initial 
Comments.at 14. 

In regard to DEC's capacity need, NCSEA notes in its Initial Comments that while DEC 
contends that it has no capacity need until 2028, its lRP shows a 30-MW short-tenn market 
capacity purchase in 2020 ·and uprates at existing units -in 2021 through 2025. NCSEA contends 
that-these market purchases and uprates are relevant in.detennining an avoic4lble capacity need 
and that Duk_e has not addressed whether the Capacity expansions can be met- by small power 
producers. NCSEA [nitial Comments.at I I. 
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ln response to NCSEA's and SACE's comments on DEC's and DEP's .first avoidable 
capacity·needs,.Duke-explains in its Reply Comments that DEC and DEP determine their future 
(avoidable) generil.tioil needs based on the difference between customer demand,. net of energy 
efficiency, and the sum of the utility's existing resources arid projected resources, to meet a 
requ_ired annual planning reserve. margin (currently 17%). When the annual planning reserve 
margin falls below 17%, n~w capacity is required. As iildicated by DEC's and DEP's 2018 IRPs, 
DEC's and DEP's first ,avoidable capacity needs are in 2028 and 2020, respectively. Duke 
comments that W_hile future planned market power purchases are undesignated re5ources_and thus 
avoidable, near-tenn designated cap_acity additions, includillg nuclear uprates, do not constitute 
avoid~ble capacity. Duke indicates that the near-tenn planned ni..!Clear uprates during-2019-2022 
are O&M-related investment,; rather than new, undesignated capacity additions. According to 
Duke_, DEC and DEP uprate their nuclear plant,; as pari of the nonnal course of business during 
maintenance cycles. These planned uprates include nonnal maintenance of'system equipment, 
such as feedwater heaters and moisture separator reheater tubes. Duke concludes that ,as these 
activities will 0cclir regardiess of whether QF capacity or energy is available, the capacity "gained 
through uprates cannot be avoided. Duke also indicates-that the uprates are relatively small and 
would have very-little impact on-the timing of the next undesignated capacity resource need. Duke 
Reply Comments at 37-40. 

Duke.agrees with the Public Starrs recommendation that DEC and DEP should update 
their first year of avoidable capacity need in calculating avoided cost rates :(or fu_ture,negotiated 
contracts as w;::11 as for CPRE Tranche·2. Thus, if DEC's or DEP's,tirst avoidable capacity needs 
change due,to new contract,; for purchased capacity, they would update their avoided capacity cost 
calculations for negotiated contracts with larger Qfs. Duke Reply Comments at 41-42. 

Tn its Reply Comments the Public Staff restates that the year of capacity need should be 
detennined by the TRP. It agrees with Duke that plant upiates·should not constitute a deferrable 
capacity need as they are essentially "sunk ccists." The Public Staff point,; out.that a utility should 
make plant uprates when it is reasonable and prudent tb do So, such as to meet revised regulatory 
requirement,;,,address aging'and obsolete,parts, incre3!:1e operational' flexibility. to meet.changing 
grid constraints, instaJl new equipment tha:t is more efficient or reduces parasitic loads, and. better 
utilize the existing equipment and.total stored energy ofa nuclear fuel assembly. 

The Public Staff finds vaJid fotervenors concerns rel3ted:to the lack of a speciific statement 
of capacity need in each utility's 2018 IRP. The Public Staff notes that its initial comments in 
Docket No. !HOO, Sub 157 recommended that a Utility Statement of Need be filed in the 
lRP docket in order to remove uncertainty surrounding the exact year of avoidable capacity need 
and to provide a clearer standard for all parties•in·various regulatory proceedings. 

In its Reply 'Comment,; SACE indic.,ites that it does not object to .the Public Staff's 
recommendation th~t avoided capacity costs should be updated for-negotiated contracts. between 
biennial avoided cost proceedings to accurately reflect utility capacity needs, but SACE 
recommends that any ·such adjustment,; resulting from capacity additions of utility-acquired 
resources must have been included in,the utility's most recently approved IRP.:SACE agrees with 
NCSEA that DEC's projected 30-MW short-term market capacity purchase in 2020 should be 
considered an avoidable capacity need. SAGE makes reference to it,; comment,; in Docket 
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No. -E-100, ·sub 15,7 in which S_ACE contended-that Duke failed to evaluate the potential retirement 
of aging fossil plants in its modeling and recommended that the Commission direct-Duke to revise 
its IRPs by allowing its modeling .to evoJuate the cost-effectiveness of retiring fossil plants in the 
near tenn. In its Reply Comments in this proceeding, SACE tecommends·that if the Commission 
adopts,this !RP recommendation, Duke should revise its avoida~le capacity needs to include an)' 
capacity needs identified as a result of this-modeling. SACE Reply Comments at 7. 

Regarding.OENC, SACE contends that DENC has not complied with the 20)6,Sub 148 
Order direclive to provide avoided capacity payments in years that the utility's !RP.forecast period 
demonstrates a capacity need. SACE argues that because the VSCC rejected'the Company's IRP 
as Originally filed in 2018, the 2018 IRP does not accurately represent the Company's future 
capacity pl8.J!S and cannot be relied upon in this proceeding. SACE also contemkthat DENC has 
not identified a "preferred plan'' in its 2018 IRP, and that without a preferred plan the capaci~ 
need should be demonstrated based on the,Altemative Plan.that anticipates the most immediate 
capacity need. Finally, SACE contends that certain capacity additions in 2019, 2020, and 2021 that 
are reflected in the 2018 IRP·could be deferred,_deJayed, or reduced "as a result ofQF capacity 
contributiqns," and therefore that DENC's calculation·of avoided capacity costs withQUt such costs 
through 2021 does not comply with the FERC's conclusion in-Order No. 69 that-QFs should be 
compensated for avoided capacity -if purchasing from that ·QF allows the utility to avoid 
constru:Ction, to build a smaller unit, or to purchase less firm power. 

In its Reply Comments the NC Small Hydro Group agrees with ,the Public Staff that the 
Commission should require a Utility Statement of Need in the IRP process. However, the NC 
Small Hydro Group recommends that this Statement of Need process be completed·before the 
2019 IRP update,in order to benefit the current biennial avoid~ cost docket NC Small Hydro 
Group Reply Comments ~t 5. 

In response to SACE; DENC notes that it refiled its2018 IRP on March 7, 2019, as required 
by the VSCC. DENC points out that-the Company's ileed for capacity did not change in the refiled 
2018 IRP using the-input assumptions required by th!;::: VSCC, including the solar build-out per the 
Virginia GTSA in Plan F (No CO2 Tax with GT Plan). Thus, the revised capacity expansion plan 
continues to show-the first capacity need in the"No CO2" case to occur in 2022. DENC-Reply 
Comments at 32-33. 

DENC also argues that it based its determination of capacity need used in 'calculating 
ayoided capacity rates on the "No CQi case resource expansion plan" in its originally filed 
-2018 IRP._ Using the projection of the next capacity need in Plan F-in the refiled 2018 IRP, the 
basis for ,the Company's detennination of capacity ni;ed for purposes of calculating avoided 
capacity·rates did not change. DENC states that its.reliance on a '"No CO2'1 plan is appropriate 
because it is consistent with the Commission's conclusions in its Sub 140 Phase One Ord1;:::r that 
only known and quantifiable costs should be reflected in avoided cost calculations. DENC states 
that as COi costs are not yet known or quantifiable, a preferred plan is not relevant to the 
determination of avoided cost, and i the Company's.· reliance on a "No CO2" plan is appropriate. 
Id at 33-34, 
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Finally,.DENC responds to SACE's contention ihat.certain capacity additions in 2019, 
2020, and 2021 reflected in the 2018 IRP could'be defenred, delayed, or reduced .by QF capacity, 
and thus DENC's calctilation of avoided capacity costs without such costs through 2021 was 
inconsistent with the· FERC's directive that QFs shpuld be compensated for avoided capacity if 
purchasing from that QF allows the utility to avoid construction, build a smaller unit, or purchase 
less finn power. DENC states that new QFs signing PPAs during the biennial period will not avoid 
any capital costs related ·to these near-tenn generation projects; indeed, some of the projects 
projected for 2019 to 2021 in the IRP·arc already under'construction. /d. at 34. 

Discussion-and Conclusions 

The Commission concludes that DEC, DEP, and DENC have complied with 
N.C.G.S. § 62-156(b)(3). In its.August 27, 2019 Order on the 2018 IRPs in Docket No. E-100, 
Sub 157, the Commission fotind the IRPs of DEC, DEP, and DENC to be reasonable for planning 
purposes. In this_ proceeding, the ·Commission finds that the Utilities have also appropriately 
identified ·their first avoidable capacity needs, as presented in their 2018- IRPs. ·The Commission 
agrees with the Public Staff that' if utility inputs change, the utility should update its avoided 
capacity ·cost calculations for negotiated contracts, as well as for use in CPRE Tranch_e 2. As 
pointed Out by NCSEA,.planned wholesale power purchases are undt:Signated·resources and·thus 
avoidable. However, with respect to the uprates at issue in this proceeding, the Commission 
detennines that there is insufficient evidence in this record for the Commission 'to find that these 
plant uprates shown in DEC's or DEP's most recent'IRPs are deferrable or avoidable for purposes 
.of establishing a-capacity rate; therefore, these uprates shall not be included in-the determination 
of avoided capacity ,Costs for purposes of this proceeding. Beginning with the 2020 IRP, the 
Commission finds that it is appropriilte for the Utilities to include a .spec~fic statement of 
undesignated capacity, need that is.avoidable by Qfs in order to remove uncertainty surrmmding 
the exact year of capacity need and to provide a clearer standard for all parties in variou~ regulator)' 
proceedings, especially the-next biennial avoided cost proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 23 AND 24 

The evidence supporting these findings of fact is found in testimony of Duke. witness 
Snider, DENC-witness Petrie, Public ~itaff witness Hinton, and NCSEA witness· Johnson. The 
Commission takes judicial notice of all filings made in the 2018 lRP PI'oceeding, Docket 
No. E-100, Sub 157, as, they relate to the Utilities' assumptions regarding.expiring wholesale 
purchases fi:om.QFs, and a1so takesjudicial,notice ofH6use Bill 329, as recently enacted into law 
on July 19, 2019. 

Summary of the E,idcnce 

In its Initia1 Comments NCSEA states that it understands DEC's and DEP's IRPs to assume 
that a QF-will continue providing capacity in DEC's and DEP'~ respective generation stacks even 
after the expiration of the QF's PPA. NCSEA argues that renewals of current PP As· that include 
payment for capacity should con!inue to inc_lude capacity payments, as otherwise Duke would be 
forced to obtain capacity from another.source. NCSEA's witness Johnson also addressed this issue 
and recommends •that avoided costs be analyzed in this ,proceeding using the assumption that 
existing QF contracts could ·be displaced by new·QF PPAs. Witness _JOhnson believes that it is not 
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reasopable to asswne either that none of smaller, existing QFs are providing Duke with ca~City 
or that all of these existing ·QFs will renew their .contracts and provide· capacity without 
compensation. NCSEA therefore recommends that the Com.mission consider the rights· of QFs 
with expiring PPAs and that' seek to renew and provide these QFs with some certainty in this 
proceeding. NC SEA Initial Comments at I 0-11. 

The NC Small Hydro Group. notes tlu1.t existing biomass and hydroelectric capacity 
resources subject to contract renewals decrease over time in DEC's IRPTrom_ 119 MW in 2019 to 
52 MW in 2033, and in DEP's IRPfrom 266 MW in 2019 to 0 MW in 2033. The NC Small Hydro 
Group contends that Duke's approach leads to reductions in capacity payments.for QFs and rates 
lower than actual avoided capacity costs. It arguCs'that Duke's approach penaJizes these-QFs that 
have provided energy and capacity for years.and suggests that it_ is inconsistent with PURPA. It 
distinguishes its situation where exislif!,g QF-capacity would be displaced from th~t in the case of 
City of Ketchikm,, Alaska, 94 FERC 161,293 (200 I), where the utility was not required to pay for 
capacity that would displace th_e utility's existing capacity. The NC Small Hydro Group contends 
that House Bill 589 only·addressed future capacity and did not require the Vtilities·to,disregard 
existing QF capacity-or stop capacity paymentsfo_,this existing capacity after the existing contract 
expires based upon an assumption that the QF w_ill renew its contract to deliver power for a future 
tenn. NC Small Hydro Group Ini6al'Comments at 5-10. 

In its·Reply Comments Duke states that DEC's and DEP's 2018'IRPs do not assume that 
QFs will coqtinue providing capacity after the QF's PPA terrn.ends,,but rather reduce the exiting 
capacity by the amount of capacity provided by the·expiring wholesale purchase contract in-the 
• year following the contract expiration. Duke notes that i_t has been consistently using this approach 
for DEC and DEP in all IRPs since 2012. Duke explains.that using this apJ)roach, the expiration 
of a wholesa.Je contract can affect the ,timing- of its first capacity need. Duke contends that it is 
prµdent- resource planning not to rely upon assumed future third-pany owried capacity in years 
where .no contract or other JegaUy enforceable commitment guaranteeing delivery exists. Duke 
recognizes parties' interest. in the-timing of capacity additions and deficits and agre·es to address 
this issue in future IRPs-thr6ugh·a new Statement ofNeed section, as recommended by the·Public 
Staff. Duke Reply Comments at 42-47. 

In its Reply ComIJ!entsNCSEA states that it finds compelling the ~C SmalI Hydro Group's 
legal argument that-existing QF-capacity should have an expectation of a renewa.l of the capacity 
in the QF's new PPA NCSEA supports recognizing.the capacity need as relating ~ack to.the date 
of the original contract for a QF as proposed by the NC Small Hydro Group. NCSEA Reply 
Comments at 10-11. SACE in its Reply Comments also agreed with the NC Small·Hydro Group's 
position.-SACE Reply c_omments at 6. 

The NC Small Hydro Group in i~ Reply Comments agrees with NCSEA's.position that 
existing QFs already in·the utility's generation Stack- shoal~ .continue to be.paid for capacity after 
PPA-renewal. The NC Sri:tall Hydro Group points out that ifQF capacity is undervalued, existing 
QFs-inay not be able to renew their PPAs due to economic reasons, resulting in less QF generation 
and the need for-more.capacity frortfnatural gas'or other non-renewable resources; The NC Small 
Hydro Group aJso reiterates its-position supporting-the Statement of Need proposed by the Public 
Staff. NC Small Hydro Group Reply Comments at 4. 
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In its Reply Comments·the Public Staff agrees with the NC Small Hydro Group's assertion 
that DEC's and DEP's'2018 IRPs show the existing capacity of biomass and hydroelectric Non
Utility Generators (NUGs) declining over time, indicating that DEC and DEP do not assume these 
contracts will be renewed or replaced in kind. However, the Public Staff does not agree·with the 
NC Small Hydro Group's conclusion that this approach will "reduce capacity payments to QFs." 
The Public Staff poirits out that by assuming that small hydro and biomass capacity will expire at 
the end of the current PPA term, each _utility's available capacity is effectively decreased, increasing 
the need for undesignated future resources. Public Staff Reply Comments at 26-28; see also NC 
SmaJI Hydro Group Initial Comments at 7. 

The Public Staff also notes- that DEC's and DEP'S IRPs appear to assume that solar 
QF contracts will be renewed or replaced in kind, unlike the treatment applied to hydro and 
biomass PPAs. The Public Staff points out that this disparity in the treatment of solar and other 
QF resources could impact avoided capacity rates· in future proceedings, though not iri the current 
proceeding. As this issue will become more·and more:important in future.years, the Public Staff 
notes the importance of having the utilities fil~.a formal Statement Of Need as recommended by 
the Public Staff in theSub 157 proceeding. Public Staff Reply Comments at 26"28. 

In his direct testimony Duke witness Snide"r stated that Duke has appropriately.assumed in 
its IRPs that upon cxpiratiofl of any third-party·wholesale purchase contraCt., capacity·is,reduced 
by the amount of the capacity provided by the expiring wholesale purt:hase-contract'in the year 
following contract expiration. Witness Snider reiterated that-this is Duke's long-standing approach 
used in·its IRPs. He maintained that it is prudent for the Companies not to rely on·future third-party 
owned capacity in years unless there is a contract or other legally enforceable commitment 
Wib"!.ess Snider also 'pointed out that QF owners have the right at the end of a contract to make 
their unrestricted decision as whether to renew their PPAs, cease-business, or sell their energy and 
capacity to another buyer. Further. there is no guarantee for Duke and its customers that the QF 
will be able to ·provide energy and capacity after expiralion·of the:PPA. Tr. vol. 2, 52-55. 

Public Staff witness Hinton reviewed DLike's assumptions regarding.expiring PPAs. He 
testified that Duke's·IRPs indicate a reduction in _capacity from expiring biomass and hydro PPAs 
in the planning period, but an increase in ~pacity from solar facilities. Witness Hinton·stated that 
while this assumption regarding solar PPAs may be appropriate for planning purposes, ii is 
inappropriate for determining the first year Of capacity ileed as it could elongate· the time before 
there is a capacity need. Witness Hinton noted that the Statement ofNeed addition to the.Utilities' 
future IRPs, as proposed by the Public Staff in its IRP comments, would help clarify the 
assumptions used by the Utilities. Witnes_s Hinton also indicated that after further discussions-with 
Duke, it was his understanding that Duke used the same assumptions-for all wholesale contracts -
i.e., that the, contracts would expire and the capacity- would no longer be available- in 
establishing its first year of capacity need for avoided cost purposes. Further, regardless of the 
asswnption made regarding expiring QF solar contracts being replaced !n kind in the future, the 
first year of capacity need would be the same for DEC and DEP in their 2018 IRPs and this 
proceeding. Finally, witness Hinton indicated that he disagreed.with the position of the NC Small 
Hydro Group and NCSEA that the-Utilities should assume that all•QF contracts renew and that 
existing QFs should be entitled to.a capacity payment beginning.in the first years oftheir·new 
contract tenn. Tr. vol.6,-311-14. 
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NCSEA_ witness Johnson aifilled ,that existing capacity is used in the IRP process to 
determine whether there is a need for additional -capacity, and this existing capacity included 
wholesale contracts. He contended that CQntracl renewals,do not add new capacity but maintain 
existing capacity. Witness Johnson stated that because of long lead times for new generating units, 
the first year of a capacity rieed-is likely always-to be at least a _few years away. He found Duke's 
approach to be discriminatory as QF:, may neverreceive capacity payments and Duke would 
continue to receive full capacity cost recovery for its units. He wam·ed the Commission against 
interpreting House Bill 589 to require talcing the capacity ofQFs without compensating them fairly 
as wifair and discouraging investme_nt in North C3!"olina Witness Johnson·recommended that QFs 
be given the option to sign contracts several years before the existing contract ends so that there is 
a legally·binding commitment that could be.included in the existing generation in a utility's IRP. 
Tr. vol. 6, 206-15. 

In his rebuttal testimony, witness Snider indicated that the CommiSSion's decision on 
this issue must be considered in accordance ·with House Bill 589's ,rum;ndrpent of 
N.C.GS. § 62°156(b)(3), which provides that"[a] future capacity need shall only.be avoided in a 
year: where th_e utility's most recent biennial [IRP] filed with the Commission has identified a 
projected capacity need to serve s)'stem IOad and the identified need can be· met- by ihe type of 
QF resource based upon its availability and reliability of power, other than swine or poultry waste 
for which- a need is established consistent with G.S. 62:.133.S(e) and·(f)." He.illso·pointed to the 
Commission'S holding in the 2016 Sub 148 Order that th~ purpose of PURPA was-not to force 
utilities and.their customers 10 pay fQr unneeded-capacity. Witness Snider noted.that purchases of 
generation from swine and poultry waste were exempted as-the General Assembly in House Bill 
589 designated an immediate need for this generation ·to- meet the requireJnents of the REPS 
Program. Tr. vol. 2, 97-102. 

Witness Snider also pciinted out that Public Staff witness Hinton had indicated in his 
testimony that the ·Public Staff supported Duke's" assumptions as to expiring contpicts. In response 
to NCSEA witness Johnson's claim that Duke's approach to contract-renewals is discriminatory, 
witness Snider contended that, actually, witness Johnson's approach Wiis discriminatory in that it 
would favor existing QFs over new capacity resourc_es, including new QFs. Witness Snider 
explained that House-Bill 589 directs the Commission to treat all small power producer QFs in a 
like manner, whether existing or new. _In response ,to .witness Johnson's contentiol'!_ that Duke's 
approach would_ result jn a QF ·never being paid for capacity, witness Sllider pointed to the 
-DEP,2018 IR.P's avoidable need in year 2 and· the utilities• reqtiests, for proposals for new 
resources. Witness Snider also rebutted witness Johnson's contentions that it would be 
discriminatory nq_t to continue paying for QF capacity, whether needed or not, aft.er contract 
expiiation, as utilities receive full capacity Cost' recovery in ~te base. He point~d to the 
Commission's conclusions in 2016 Sub 148 Order where the Commission differentiated QFs from 
utilities, especially as utilities have an obligation to serve customers. Tr. vol. 2,.102-09. 

Discussion and Conclusions 

The ,Commission finds House Bill 589~s .and House Bill 329's recent amendments to 
N.C.G.S. § 62-156(b)(3) to be controlling on this issue. House Bill 589 provides that "[a] future 
capacity need shall only be a_v<;>ided in a year where ~e utility's most recent biennial [IRP] filed 
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with the Commission has· identified a projected capacity need to serve system load and the 
identified need can be met by the type ofQF resource based upon its availability and reliaQility cif 
power- ... ," but expressly carves swine and poultry waste-generation out from this requirement 
based upon their designated need to meet REPS compliance. Section 3(a) of House am 589 ad9s 
to N.C.G.S. § 62-I 56(b )(3) an additional carve out for "legacy'' hydroelectric QFs of 5 MW or less 
selling and delivering power under QF PPAs in effect as of July 27, 2017. Notably, Section.3(b) 
ofHouse·nm 329 pr'ovides,fuither direction to the Commission: 

The exception for lrydropower small power producers from limitaJiom on capacity 
payments established in G.S. 62-156(b)(3), as amended by Section 3(a) of this act, 
shall not be construed in any.manner to affect the applicability ofG.S. 62-l56(b)(3) 
as-it telatc;s to any other.srriall power producer. [Emphasis added.] 

The Commission finds that· the clear intent of the General Assembly .as shown through 
House Bill 589 and H_ouse Bill 329 is to treat swine and poultry waste QF resources and legacy 
small.hydro QF resources differently from other QFs in regard to valuing their ability to avoid the 
Utilities' projected capacity lleeds to serve system load durll)g the future !RP planning period. 
Subsection (b)(3) ofN.C.G.S. 62-156, as.amended by House Bill 589, specifically identifies the 
Utilities' statutorily designated need t0 procure swine and poultry waste resources io meei REPS; 
while House Bill 329's speeification- that the small hydroelectric QF's PPA -be in effect as of 
July 27, 2017 (the date thii.t House Bill 589 was enacted into law), establishes that these legacy 
small hydroelectric QFs· are similarly now meeting a statutorily designated, resou~e-specific 
capacity need that cannot be·met by·other types ofQF resources. Establishing-avoided cost rates 
based upon the ,ability of specific QF resources to meet_ statutorily designated requiremenis to 
procure capacity from specific QF resource types has been recogniz.ed to be .consistent with 
PURPA. Cal, Pub. Utility Comm'n., 133 FERC 161,059 at 20, 26-30 (2010) (providing that in 
setting avoided cost rates, a state "may take into account obJigations imposed by the state that, for 
example, utilities purchase energy from particular sources of energy or for a long duration"), reh 'g 
denied, 134 FERC 1 61,044 (2011). For other .types of QF generation, which do not meet a 
designated capacity need specified by the General AsseQ'lbly, it is appropriate for QFs electing to 
obligate themselves to deliver power for a new contract tenn to be considered as avoiding 
undesignated new generation projected to be needed in the future to serve the utility's system load; 
therefore, N.C.G.S. § 62-l 56(b)(3) prescribes that a QF avoiding an undesignated' future capacity 
need shall not be entitled to a capacity paymeht._unless the utility's 1RP identifies an undcsignated 
capacity need to meet the utility's system load that the QF may avoid within the conlra!=t period. 
The Commission also agrees with Duke and the Public Staff that QFs commit to deliver their 
p()wcr for a specified tenn and that it would-be-imprudent resource planning to assume that QFs 
are obligating themselves to deliver capacity and energy past the end of their contract term. 
Moreover, it woilld be discriminatory between QFs to assume that a pre-existing QF has a priority 
right.to enter into a new contract-to sell and'deliver capacity over a new term. versus.the rights of 
any other QF to corriniiHtselfto avoid the utility's capacity need. 

Based upon ,the· foregoing and the entire record herein, the Commission finds that it is 
appropriate for the Utilities ·to recognize any new commitment by a swine or pouluy waste QF 
generator or a legacy small hydroelectric facility 5 MW or less in capacity that has a power 
purchase agreement in effect as_ of July 27, 2017, obligating itself to sell an_d deliver its full energy 

70 



GENERAL ORDERS - ELECTRIC 

and capacity output over a future contract tenn as helping the Utilities avoid a designated 
future capacity need beginning in the first year of the new QF PPA, pursuant to the 
N.C:G.S. § 62°156(b)(3), as amended by House Bill 329. For other types,of QF generation, it is 
appropriate under PURPA and consistent with N.C.G.S. § 62-156(b)(3), for the Utilities to 
recognize a QF's comrriitment to sell arid deliver energy and capacity over a specified future fixed 
term as avoiding an undesignated future capacity need beginning only in the first-year when there 
is·an undesignated (i.e., avoidable) capacity need identified in DEC's, DEP's, or DENC's most 
recent IRPs. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 25- 26 

The evidence supporting these findings of fact is contained in the testjmony of Duke 
witnesses.Snider and Johnson, DENC witness Petrie, NCSEA witness Johnson, and Public Staff 
witness Hinton. 

Summary of the Evidence 

In•its Initial Comments NC_SEA states that·because·of"well documented delays" in the 
interconnection queue, a Sub 158 PPA will likely not begin provjding capacity until 
December2021 or later. When considering when there is a capacity need, consistent with the 
utilities' 2018 IRPs, NCSEA argues it would be more appropriate to use December 31, 2021 as 
the presumptive in-service dat~ for the pwpoSe of calcuJoting avoided capacity costs. NCSEA 
Initial Comments at 12. In his affidayit, NCSEA witness Johnson states that the utilities ~t 2019 
as the starting point for calculating' the biennial standard offer .avoided cost rate calculations. 
Johnson Affidavit at 58-59,. Witness Johnson further states the currenf in-service date is an 
"arbitrary, and obviously unrealisti~, assumpdon" and December 31, 2021, or three years·later, is 
a more reasonable assumption. Id. 

NCSEA Witness'Johnson further.asserts in his affidaVitthat an unrealistic timeline distorts 
all of the avoided Cost calculation~ but has the most impact on the avoided capacity rates. He states, 
for example, ''DENC asswnes the QF will·start delivering power in January 2019, and it does not 
pay for capacity during the years 2019, 2020 and 2021. This effcctiv~ly reduces i~ capacity rate 
by about 30% for a-IO-year-fixed rate cont;ract." lcj. at 59-60.,Witness Johnson states that DEP.and 
DEC would.have similar under-payments for. ~pacity depending on their capacity need in certain 
years.over the span ofa ten-Year' contrac::t. Iri its Reply Comments'SACE agrees with NCSEA's 
recommendation and states that it considers using a December 31, 2021, as the date on which 
Sub 158 contracts are considered to·begin providing•_capacity'_to be a ~Ila~le approach. SACE 
Reply Comrnents·at 6. 

In its Reply Commeqts Duk_e states that its proposed avoided capacity rate calculations are 
based on DEC;s first avoidable capacity need·in 2028 and DEP's first avoidable capacity need-in 
2020, as addresSed in their respective 2018 IRPs. Duke Reply (:omments·_at 41. Dukes' Schedule 
PP rates are based upon an assumed 2019 in-service date and are available for an- approximate 
two-year period. Duke states thilt NC SEA 's premise that smaller QFs eligible for the stand~d offer 
will not enter into service fof years is factually incorrect because small QFs I MW or less 
proceeding under Section 3 Fast Track and Supplemental Review interconnection processes 
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routinely complete constniction and are placed in service in less than a year. Id at 49. I_n addition, 
Du~e asserts that the statutory process for fixing standard offer avoided cost. rates does not 
precisely align With the utility's.avoided cost as being incurred the moment a generator comes 
Online, and argues that the QF has the ability-to delay the point at which it establishes its LEO or 
it.can elect to pursue a negotiated PPA. Duke therefore states that the Commission should reject 
NCSEA's proposed delayed hypot}Jetical in-service.date. Id. at 49-50. 

In its Reply Comments DENC argues that setting the January 2019 start date for entering 
into a standard PPA is an administratively efficient way.to develop standard rates and terms for 
sm_all QFs, rather than adjusting assumed start dates based on uncertainty regardi~g 
QFs' commercial operation dates. DENC Reply Comm.en.ts at 31. 

In its Reply Comments. the Public Staff states that the Utilities' current approach for 
establishing the presumed in-service date for standa!'d,offer QFs is reasonable and is an equitable 
way of treating existing and new facilities. The.,Public Staff, however, recommends that the 
Commission direct the Utilities.to clarify the point WheTI'an existing QF seeking to renew its PPA 
can •establish a new LEO for .both calculating rates and detennining when the facility will be 
eligible to receive a capacity payment. The Public Staff states thar"[t]his period of time should·be 
l~ng enough to allow the QF to have sufficient informaiion regarding its p~posed rates, to 
detennine whether it would seek to renew,_ as-well as provide the utility with assurance as to 
whether it may rely On the QF in its planning for future capacity needs." Public Staff Reply 
Comments at 29. 

In response to witness Hinton's recommendation regarding existing QFs that seek to· 
establish a new commitment, Duke witness Johnson states'that Duke does not' accept requests to· 
enter into a new PPA earlier than 12 months prior to the end Of the QF's existing PPA term. For 
negotiuted contracts, consistent with the standard prescribed -by·the.Commission in the Notice of 
Commitment fonn, the QF must-execute the newly tendered PPA within six months. Tr. vol. 2, 
281. An·existing QF eligible for the standard offer would automatically have the right to enter into 
a new ten-year term ·PPA at Duke's standard offer avoided cost rates applicable to new QFs as.of 
the date the QF's current'PPA is.set to expire. 

Regarding negotiated contracts,·NCSEA and witness Johnson·also state that the Utilities 
should be directed to calculate rates for negotiated PPAs based on the presumed in-service date of 
the.QF subject to the negotiated PPA. NCSEA Initial Comments at 12; Johnson Affidavit at 59. 
The Public Staff agrees that it_ is_ appropriate for the utility and·QF negotiating a PPA to agree to a 
presumed in-service date for rate ·calculation purposes· that talces into account any· anticipated 
delays in the project coming online, such as delays in the interconnection queue. Public Staff Reply 
Comments at29-30. 

1n direct testimony Duke witness·Snider stated that small QFs can proceed under Section 3 
Fast Track and Supplemental Review interconnection under the NCIP, and they are routinely 
placed in service in less than a year. Tr. vol. 2, 60. Moreover, witness Snider argues.that NCSEA 
does not account for operating QFs·seeking to enter into a new PPA under Schedule PP at,the time 
their existing PPA expires that will begin immediately deliveririg energy at'the·conclusion of the 
prior contract term. Jd. at 61. 
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In direct testimony. DENC·witness.Petrie t~stified that NCSEA's assertions regarding the 
timeline QFs will likely come.online are not supported and that many QFs ·eligible for Sub ·15g 
rates have.planned ahead, started the interconnection process, and will come,online this year. He 
also testified that NCSEA's proposal was impractical and inefficient to administer, particularly for 
standard contracts. Moreover, witness Petrie argued that the proposal.its~lfis arbitrary because.the 
assumed in-service date would c;hange in each_ avoided cost proceeding and is not based on any 
standard. Tr. vol. 5, 30. 

Regarding negotiated,contracts, witness Petrie further stated that the proposal.by NCSEA 
witness Johnson that the Utilities calculate capa~ity costs for negotiated-projects individwilly based 
on projected·in service date and pres_ent a'r3Q.ge of rates based on·different in-service dates should 
be rejected because the process Would aJSo be inefficient and Woi.J.ld likely lead to disagreements 
about in-service dates. Id. 

IJi. his direct testimony Public Staff witness Hinton stated that the Public- Staff does not 
support NCSEA 's recommendation for the December 31, 2021 _presumed in-service date because 
the utilities tiling of their avoided cost rates is designed'to provide a predictable-and certain point 
in time from which the avoided Ccist rates can be calculated and Should be reflective of the utilities' 
current ~timate of the inputs in·the calculations at that time. He stated that the Public Staff agrees 
with Duke that·smaller faCilities may be able to take advantage of the Section 3 Fast Track and 
Supplemental Review processes under the NCIP and may not ·be subject to long delays in the 
interconnection queue. He further stated that the Public Staff recommends-that the Utilities clarify 
when an existirig QF ,seeking to renew its PPA can· establish a new LEO for both ,calculating 
its rates and determining when the facility will be eligible to receive a capacity payinent. 
Tr. vol. 6, 314-16. 

In his direct testimony NCSEA witness Johnson stated.that NCSEA is raising this issue for 
the first time in this proceeding because the imp!:!,ct ofan inaccurate in-service date.has become 
"more evident and more serious." Witness Johnson agreed that QFs proceeding under the fast track 
and supplemental review process can proceed more expeditiously and may warrant an earlier 
in-Service assumption for smaller projects .. Anoiher solution· would be for the Commissi_on to 
publish a schedule of rates that specifies the applicable rate forall'projects signing a contract during 
the biennial period where each QF would receive a rate l;,ased on it actua_l in-service date. 
Tr. vol. 6,216,222. 

Witness Johnson testified that unrealistically early in-service dates resu_lts in QFs being 
compensated for avoided energy costs based on lower gas prices associated with earlier years than 
when the QF will be producing power. The problem is particularly severe when it comes to 
capacity costs because the CommiSSion is now including zeros in-the capacity cost calculation, and 
capacity may be·excluded during certain years of the contract. Tr. vol. 6,217. 

Witness Johnson responded to witness Petrie's testimony that he Offered no support for his 
assertion that few QFs will seek to establish LEOs under aew rates, stating that QFs are reluctant 
to commit to a LEO unless and until they have a reasonable degree of certainty that their project 
will be economicaJly viable. Witness Johnson· stated that he;:. was not proposing that December 
2021 would align with every QF's actual in-service date, but rather his goa! was to propose a more 
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realistic date than January 2019. A more realistic date would be one where roughly half the QFs 
have ail'aCtual in-service date before the date and.roughly·halfhave an actuaJ in-service date after 
the date. Id 

Regarding negotiated contracts, witness John_son reb1,1!fed DENC'S concerns that there 
would be .difficulties in negotiations because his recommendation was that .rates be tied to the 
actual in-service date and not a projected in-service date. Wil:fiess Johnson stated that this reduces 
or e_liminates any risk of under-payment. or over-payment and. if rates are tied to an actuaJ 
in-service:date, Qiere would no reason to anticipate difficulties in·negotiations. Tr. vol. 6,224. 

Witness Hinton agreed with NCSEA that it is appropriate for a utility and QF negotiating 
a PPA to agree to a presumi;:d in-service date for rate calculation purposes that:takes into account 
any e?(tended timelines that may affect the project coming online. ·He also testified .. that it is 
consistent with N.C.G.S.-§ 62-156.(c) and the Commission~s March 6, 2015 Order ori Clarification 
issu~ iQ. Docket No. E-100, Sub, 140 for either p~ to,bilateral negotiations of a PPA to identify 
specific characteristics that merit consideration the calculation of avoided cost rates, Id at 317. 

In rebuttaJ testimony; witness Snider agreed :with witnesses Petrie and Hinton that using a 
later in-service date or requiring the .Utilities to publ_ish and update ·multiple pricing schedules- as 
recommends by NCSEA would inject uncertainty into the process. Tr. vol. 2,. 110. 

DENC witness Petrie on·rebuttaJ also stated that DENC agrees with the Public Staffthata 
later in-servii:e.date should ,not be assumed for standard offer QFs. Furthennore; witness Petrie 
testified that using the January 2019 in-serv_ice date is the most administratively efficient method 
,to develop standard.rates and tenns for all QFs. Alternatives to this accepted approach·would add 
unnecessary complications and give rise to more disputes. Tr. voL 5, 45, 53. 

At the hearing, in response to questions-from NCSEA, Duke witness Snider testified that 
with respect to negotiated contracts it is currently Duke~s practice that the avoided rates included 
in those contracts.be based on,the actual projected in-service dates. Tr. vol. 3, 10. 

Discussion and Conclusions 

Based upon the foregoing and the entire record herein, and for the reasons_ detailed by Duke 
and the Public Staff, the Commission finds that it is appropriate for DEC, DEP, and DENC to 
continue their current approach to the assumed-January 2019 in-service date for the purposes-of 
this proceeding, and that it is appropriate for the utility and,a QF to negotiate a presumed in service 
date for rate ca1culation purposes taking into account any anticipated date of the QF project coming 
online. In makjng this finding of fact, the Commiss.ion gives substantial weight to the evidence 
and arguments of Duke and the Public Staff, which the Commission views.as highly persuasive. 
The COmmission further finds that the Utilities' historical practice is.appropriate for use in thi~ 
proceeding. The Commission also.agrees with the Public.Staff that this issue may become more 
important as more QF contracts ~pp roach their expirations. Therefore, the Commission will require 
the Utilities to provide further justification 'for the timeline. or .the delivery of the Notfoe of 
Commitment to existing QFs in their initial filing-in •the next biennial avoided cost.proceeding, 
and the Commission may further cOnsider the issue in that proceeding. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACTNO. 27 

The evidence supporting this finding of fact _is found Duke'S verified ns, DENC's verified 
Initial Statement, and the·eritire record herein: 

Summary Oftbe·Evidence 

In its JIS Duke states that for detennining_ forecasted avoided_ energy costs, the Utilities are 
relying upon forward market price data out ten years (2019-2028), indicating.its belief that these 
nwnbers,provide a-more precise indicator Of the near-term future commodity costs of natural gas 
for both IRP purposes- to plan for Duke's next capacity resource option, to meet customers' 
future energy needs - as well as for purposes· of calculating avoided energy- costs to be paid to 
QFs to avoid such future ehergy needs. Duke indicates that after relying on ten_years.of forward 
market data, it assumes. that commodity prices, begin-to· transition to· fundamental forecast data 
starting in year I 1. Duke. indicates that since the 2016 Sub 148 .Proceeding. .it has purchased 
teh-year forward.gas coritracts on five separate occasions (one in 2016, two in 2017, and two in 
2018) for use in.its IRP and avoided cost filings and to demonstrate that forward market liquidity 
exists -ten years into the future. Duke indicates that' based on historical experience,and •recently 
transacted forward gas purchases, natural gas commodity prices are liquid ten y~ 'into the future 
and have continued to steadily decline, and support its position that the continued use of ten years 
of forward market commodity.prices for both IRP purposes and in the calculation of avoided costs 
iS prudent and reasonable. JIS at 17-21. 

In its Initial Statement DENC indicates that-corisistent with its past practice, it developed 
its avoided energy rates for the first 18 months using forward market prices, for rrionths I 9 through 
36 using a blend of forward market prices and a commodity forecast ~rovided by ICF International, 
Inc. (ICF), and for month 37 and thereafter based on iCF prices, excliisively. DENC Initial 
Statement at 8. 

ln its Initial Comments the Public Staffstates·that it-analyzed the methodologies-use~ by 
other utilities around the country by reviewing other utility IRPs and:did not identify any utilities 
other than DEC and DEP that rely wholly on forward prices for tenns greater than·six'years. The 
Pi.Jblic Staff'alSO notes that Duke Energy Florida, Duke Energy Kentucky, and Duke Energy 
Indiana in their IRPs each rely wholly on market prices•for the first five years, blend market and 
fundamental-prices for the next five years, and switch to the ftmdamentar forecast for the remainder 
of the planning period. The Public Staff notes that Duke did not purchase ten-year forwards as a 
standard part' of its fuel procurement-practices; and its ability to purchase ten-year forwards on five 
occasions in the past three years should not' be detenninative as to whether the use of ten-year 
forwards is appropriate. Therefore, the,Publi~ Staff recommends that the Commission require DEC 
and DEP to use no more than five years.of forward market data before transitioning to Duke's 
fundamental forecast. Public Staff Initial Comments at 21-28. 

SACE notes iri its Initial Comments that the Commission in the 2016 ·Sub 148 ·Order 
directed DEC and DEP to '·'recalculate their avoided··energy rates using forward natural gas prices 
for no more than eight years arid fimdamental forecasts for the remainder of the planning period," 
and that contrary to this directive Duke relied on ten years of forward natural ~ market_price 
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data. SACE Initial Comments at 6 (citing2016 Sub 148 Order, Ordering Paragraph No. 5). SACE 
furth~r states that reliance on long-term forward pricing is inappropriate because future markets, 
which are highly responsive to short tenn- and temporary trends, are not good indicators of long
term market trends. SACE also notes that the lack of trading vo_lwne for-NYMEX gas futures more 
than two to three years ahead prohibits prices from being robust forecasters of gas prices, and slates 
that long-term forecasts .should, not be based on short-tenn trends, but instead on more stable 
factors such as resource base and expected production costs. SACE recommends that the 
Commission require Duke to rely on no more than two to three years of forward· market price 
f()recasts before transitio"ning to_ a blended price forecast, and then a fundamental price forecast 
SACE also indicates its general support for the approach utilized by DENC. SACE Initial 
Comments at 6-7. 

In 'its Initial.Comments NCSEA proposes that the Utilities use forward market.prices for' 
two years before transitioning over ,the next three years to an averag~ of a ~et of recent 
fundamentals forecasts, including the ICF forecast and the 2019 EIA Annual Energy Outlook 
forecast NCSEA further notes that Duke's current-hedging policies ·do not allow the companies to 
buy quantities of natural- gas at I 0-year ·fixed prices to displace solar generation. NC SEA does 
slate, however, that it would not object in the alternative to use of the forecast methodology used 
by DENC. NCSEA Initial Comments at 17-19. NCSEA witness Beach also notes in his,affidavit 
that "[t]he DECJbEP transactions are with financial institutions that.may have a limited pool of 
counterparties for these transactions, but the utilities have not provided evidence of a deep and 
transparent m_arket for l 0-year gas transactions at fixed prices," and furth_er notes that Henry Hub 
Forward Market Open Interest on January 10, 2019, showed that only "99.0% of the open interest_ 
is in the first two Years" and .that there are •~small and sporadic volumes traded in the out years." 
Beach Affidavit at I i. 

In its Reply Comments DENC states that its reliance on the ICF forecast to forecast energy 
prices in avoided cost proceedings has been accepted by the.Commission since the 2012 avoided 
cost proceeding, Docket No. E-100, Sub 136 (2012 Sub 136 Proceeding), and continues to be 
app_ropriate. DENC notes that the ICF forecasts are reputable and respected in the industry and that 
lJ!e nationwide EIA forecast does not provide the same leyel of regional pricing·inforination on 
which to.base forecasted fuel prices in this proceeding. DENC Reply Comments at 3-5. 

In its Reply Comments SACE indicates that it considers·thc proposals of both the Public 
Staff and NCSEA be more appropriate than the, natural gas· forecast methodology proposed by 
Duke. SACE Reply Comments at 3. The Small-Hydro Grollp incJiC3tes that it agrees With the PubliC 
Staff that the Commission should require Duke to use no IJlOre than fiv~ years of forward market 
data before transitiOning tO its fundamental forecast Small.Hydro Group Reply Comments at 3. 

In its Reply Comments Duke.recognizes that the Commission declined to approve Duke's 
forecasts in the 2016 Sub 148 Proceeding and emphasized the ·importance of in_temal consistency 
between the Utilities' IRrs and the biennial avoided cost proceeding. Duke also acknowledges that 
the Commission was not fully persuaded that the.market .was sufficiently liquid to support ten-year 
futures but indicates its intention to continue to monitor liquidity in the natural gas market in future 
avoided cost proceedings. Duke Reply Comments at.11-12. 
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Responding to the Public StafrS ana1ysis of other utilities' IRPs -to supp()rl its argument, 
Duke indicates that the fu_ndamental purpose of integrated resource planning differs from fixing 
forecasted avoided cost rates under PURPA, and that the Public Staff's reliance on the fuel 
procurement practices used by other uti_lities in·the develop_ment-oftheir IRP~ is misplaced. Duke 
also notes th_at since the time of filing _of Initial C_ommerits, it has identified another North Carolina 
mark~t participant that has a1so_purchased significant quantities often-year forward natural gas, 
providing,additiona1 evidence of liquidity in the ten-year forward natural gas market. Id. at 13-16. 

In response to NCSEA's- comments regarding the limited number of NYMEX futures 
contracts with terms longer than twO years; Duke reiterates its-position from the 2016 Sub 148 
•Proceeding. that the terins of exchange transactions should not be viewed as evidence for market 
liquidity for longer-term transactions;,rather, 111arke1 liquidity is demonstrated by readily available 
long-term natiJraJ gas forward contracts in bilateral markets as demonstrated bY-the·transactions 
and price quotes entered-into by Duke and-other entities in North Carolina. Jd. at 16. 

In response to-SACE's·conime;;nts that natural gas markets are too subjective.to short-term 
.influences. to rely on ten-year foiward prices for avoided cost purposes, Duke indicates its 
disagreement and notes· that for the past .few years, fundamental gas forecasts have -lagged the 
market and have actua11y been more inconsistent year-ovet-}'ear than the actual transactable 
market place over the past five. years. Duke recommends thai the COmmission approve Duke's 
proposed•use ofteh-year forward market prices. Id. at 18; 

Discussion and Conclusions 

The evidence in this proceeding demons_trates continued declines in the .price·of·natural 
gas. In addition, the evidence demonstrates that forecasts, while not directly derived' solely from 
market prices,. are highly influenced by market activity, and that changes in- the liquidity· and 
trading prices in the natural gas maikets over the long tenn are being incorporated into long-tenn 
foreca5ts. In the 2016 Sub 148 Procee~ing·th~ parties advocated for many of the same positions.as 
'in this proceeding. In the 2016 Sub 148 Order the Commission found merit in some of the 
argwnents raised by each party, and-in its.expert judgment ado_l)ted a method for the purposes of 
that proceeding that authomed Duke .to rely on market data for eight. years and fundamental 
forecasts thereafter. The Commission also indicated that it would-Continue to monitor the liquidity 
of the market in.future avoided cost pr~edings. 

In this proceeding the Commission again recognizes the important relationship that exists 
between the Commission's• bi~nnial avoided cost proceeding and the Commission's review of 
IRPs, as well as the importance of maintaining internal.consistency between these proceedings. In 
this proceeding and in the IRP proceeding, the Public Staff argues that Dllke's reliance on ten years 
of forward market price data tends fo lead to.gas price for~asts lower than is·appropriate, which 
may lead to an excessive reliance on natural gas-fired gerieration relative to Other fonns of 
,generation- such as solar and bat_tery storage, The Public Staff instead proposes the use of 
forward prices for no more than five years, combined with a fundamental forecast, arguing that 
-after yeai- five the current market is not sufficie_ntly robust to S_!JpplaJ).t_ the predictions of market 
analysts. The Commission.finds somewhat persuasive the Public-Staff's evidence demonstrating 
that Duke's other-operating utilities do not use ten years of.forward prices ·and·that the practice 
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proposed by Duke is highly uncommon in-the electric utility indu~tiy. NCSEA and S_ACE argue 
in·favor of less-reliance·on forward market price data, or in support of the Public Stafrs-pcisition. 

After careful consideration, the Commission is not persuaded that a change in the fuel 
forecasting methodology approved in the 2016 Su_b 148 Order is,appropriate;at this time .. While 
the parties-who have addressed this issue produced substantiaJ, competent.-and material evidence 
and well-articu1ated arguments in support of their positions, this evidence does not definitiV~ly 
support ·movement in either direction between fundamental forecasting and fOrward-market 
purchases. Based upon:the foregoing and the entire record herein, the Commission finds.that.it is 
appropriate to require DEC and DEP to continue to calculate their respective avoided energy costs 
using forward contract natural gas prices for no more Vian eight years.before using fWl_damenlaJ 
forecast data for the remainder, of the planning period. The Commission -also recognizes that 
DENC's fuel forecasting methodology is generally in aJignment with the·fuel forecasting practices 
by other utilities identified by the Public Staff and reflects a reasonable balance between the weight 
given to both forward market purchases and longer-term fuel price forecasts. Therefore, the 
Commission finds that the fuel forecasting methodology utilized by DENC is also appropriate for 
use in this proceeding. 

EVIDENCE A!'ID CONCLUSIONS FOR FINDINGS.OF FACT NO. 28 

The evidence supporting this finding of.fact is found in_ Duke's verified JIS, Public Staff's 
Initial Comments, NCSEA's Initial Comments~ SACE's Initial Comments, Cube Yadkin's InitiaJ 
Comments, Duke_'s Reply Comments, and the entire record herein. 

Summary, of the Evidence 

In its JIS Duke argues that PURPA provides a QF a "Put Option" to sell at its sole 
discretion. Furthermo~, Duke maintains that.a QF would normaJly compensate Duke for taking 
on the role of obligating- the utilities to-purchase from the QF, regardless of the prevailing market 
value at the time of the exercise. Duke states that the value of this "Put Option" offsets.the hedging 
value from _the reduced· fuel price volatility inherent with re_newable generation, and therefore Duke 
did not include· a hedging value calculated in a similar manner .to -the rates included in prior 
proceedings. ns at 22-23. 

In its Initial Comments the Publie Staff disagrees with Duke's argument. s~ting- that 
Duke's position "would_ essentially· require ·QFs to compensate, utilities for the right to sell their 
generation." Public Sta.ff Initial Comments at 28. The Public Staff states that renewable generation 
provides additionaJ fu~l price stability that has vaJue, as evidenced by the Utilities' ongoing 
hedging programs, and that it is reasonable. to expect that the utility will be able to reduce its 
volume of hedged natural gas.and COaJ fuels.as_ a result of renewable generation. The Public-Staff 
reiterates its support for incl_usion of a hedging value for renewables, consistent with the 
Cotnmission,:s findings in the Sub 140 Phase·one Order, and recommends that the Commission 
require DEC and DEP to calculate and· include the fuel hedging benefits associated with .purchases 
of renewable energy in their avoided energy cost rates using the' Black-Scholes Option Pricing 
Model or similar method. Id. at 29, 
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NCSEA states its continuec:I support·for the·inclusion of a hedging vaJue, finding that QFs 
not only displace natural ·gas-fired generation and reduce the Utilities' use of natural gas but also 
decrease the exposure to naturaJ gas price v.o1ati1ity by providing a long-term physic31 hedge for 
the tenn of.the PPA. NCSEA finds, however. that the use of the Black-Scholes approach that 

.. reprices gas at the prevailing market price repeatedly over a ten-year period undervalues.the hedge 
provided by a_ ten-year PPA with prices fixed from the start of the contract's term; NC~EA 
indicates that it reviewed several aJtemative methods used by other utilities that are superior to the 
cµrrent method and would result in-higtier'avojded fuel hedging values. NCSEA Initial Coniments 
at 20-27. 

SACE states that it disagrees with-Ouke's proposal to eliminate'the exi_sting hedging value 
from its avoided energy rates, noting its disagreement with Duke's argwnent.that PURPA creates 
a "Put Option" for QfS to sell to the utilities at avoided cost rates.as·inconsistent with-the general 
principles in PURP A to grant QFs the right to ,sell enetgy and capacity to a, utility at its avoided 
costs, as detennined at the time the·LEO is·created. SACE Initial Comments at 7-10. 

Cube Yadkin states tharDuke's proposal to eliminate the hedging value from its avoided 
energy cost calculati6ns misunderstands, if not misrepresents, the pwpose of fuel hedging, -stating 
that the pwpose of fuel hedging is to insulate ratepayers from fue_l volatility. Cube Yadkin states 
that "the fact that natural gas·prices did not rise but instead declined does not mean that the hedge 
had no value- any more than an insurance policy that never has to pay out a claim has no value." 
Cube Yadkin Initial Comments at 4. Cube.Yadkin notes that the main objective ·of a utility's.fuel 
hedging program is to reduce customer exposure to fuel price volatility, not to reduce fuel costs. 
Citing· recent proceedings in Florida and Ohio where other Duke. Energy entilie_s noted that 
downward- trend in natural gas market prices experienced over the last several years would not 
continue indefinitely, Cube Yadkin staieS that the hedge against fuel price vol_atility continues to 
have·economic value·and should be compensated. Id at4-5. 

In its Reply Comments Duke-states that the arguments raised by NCSEA and :the Public 
Staff are internally inconsistent in that they challenged the discrepancies between DEC's and 
DEP's fuel procurement policies· and the forward natural gas positions relied on in the avoided 
cost and IRP proceedings, but then supported the·utilities·being obligated .to purchase QF'power 
at prices based on ten-year duration gas without making equivalent changes to their fuel 
procurement practices. D_uke slates that ''to 'hold gas procurement to one standard and power 
procurement to another simply represents an artificial arbitrage Opportunity to th·e detriment of 
consumers." Duke Reply Coinments af29. Duke states that to highlight the value of this cost being 
borne by customers; it sought a· price quote for a·.put option on a fixed ten-year natural gas 
transaction that does not_ expire for two years. Duke indicates that that the put option premium 
quote was equivalent to the right provided by a QF to sell to the utilities without obligation~ Duke 
further indicates that including the premium ·results in an overpaynient by customers to QFs, 
contrary to PURPA, since avoided cost prices.paid to QFs already reflect Duke's fixed and 
avoidable cost of. natural gas over a ten-year term. Duke notes, in closing that it has identified only 
one other-jurisdiction that has accepted hedging value as an avoidable cost; and that the alternative 
methods for,detennining the hedging value of renewable resources identified.by NCSEA have not , 
been applied in other jurisdicti0Jl'l. Therefore, a requirement that the Utilities include an-avoided 
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hedging cost adder would make North Carolina an outlier compared to methodologies employed 
by other states to detennine avoided cost under PURPA. /d. at 23-30. 

Discussion and Conclusions 

In the Sub 140 Phase One Order the Commission found that renewable generation provides 
fuel price hedging benefits because a utility's purchase of energy from a QF reduces the amount 
of fuel the utility otherwise. would need to purchase. In doing so, the Commission acknowledged 
that purchasing solar .power can be seen as the equivalent of buying natural gas forwards. Based 
upon the foregoing and the entire record herein, the Commission finds that the evidence in this 
proceeding demonstrates again that there are fuel price hedging benefits associated with renewable 
generation. Purchases fromQFs are substitutes for the purchase of fuels and.reduce the amount of 
fuel that must be purchased and, therefore, the costs that the utilities would incur toward fuel 
procurement In making this finding, the Commission gives-substantial weight to the comments 
and arguments of the Public Staff, SACE, Cube Yadkin, and- NCSEA on this issue. The 
Commission agrees with .Cube Yadkin that the value of the hedge is to insulate ratepayers from 
fuel volatility, and that the hedge value is appropriate for inclusion in avoided cost rates. 

The Commission is not persuaded that Duke's argument that QFs are inappropriately being 
granted .a "put option" without any obligation to sell is consistent with the requirements of 
18 C.F.R. § 292.304(d)(2), which provides that a QF may choose lo sell energy or capacity 
pursuant to a LEO for delivery "over a specified tenn," with rates determined at the time the 
obligation is incurred. Further, pursuant to N.C.G.S. § 62-156(b)(2): 

A detennination of the avoided energy costs to the utility shall include a 
consideration of the following factors over the tenn of the power contracts: the 
expected costs of the additional or existing generating capacity which could be 
displaced, the expected cost of fuel and_ other operating expenses of electric energy 
production which a utility would otherwise incur in generating or. purchasing power 
from another source, and the expected security ofthc supply of fuel for the utilities' 
alternatiVe power sources. 

The Commission is likewise not persuaded that Duke's view is consistent with this direction, nor 
is the Commission persuaded by Duke's position that paying QFs for the value ofreduced volatility 
with fuel prices subjects its customers to additional overpayment risk. lnste_ad, based upon the 
foregoing and the entire record herein, the Commission finds, consistent with the Public Staff's 
arguments, that DEC and DEP should be required to recalculate their avoided energy rates to 
include an appropriate fuel hedging value utilizing the Black-Scholes Model or a similar model to 
detennine. the hedging value of renewable generation, and that the fuel hedge value should be 
included for each year of the entire tcnn of the QF PPA. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 29-31 

The eyidence supporting these findings of fact is found in Duke's verified JIS, NCSEA 
witness Beach's Affidavit, and the entire reco,rd herein. 
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Summary of the Evidence 

Duke's JJS notes the Commission's direction in the Sub 140 Pha.c;e One Order to continue 
to study the potential impacts of integrating increasing levels of solar resources into Duke's 
generation mix and contends-that the increased levels of uncontrolled solar·QF generation are 
resulting in-increased operating costs relative to dispatchable generation resources. While Duke 
continues to recognize an avoided energy line loss adjustment for distribution-interconnected QFs 
and supports identified integration costs associated With increasing penetrations of variable and 
non-dispatchable solar capacity, it does not identify any avoidable transmission or distribution 
capacity benefits associated with QF generation in quantifying avoided cost. JIS at 31-32. 

In its Initial Comments NCSEA contends that solar integration aJlows utilities to avoid 
future transmission and distribution capacity costs and asserts that these "benefits" should be 
considered when developing Duke's avoided·cost rates. NCSEA relies on the affidavit of Thomas 
Beach filed in support of its Initial Comments to argue that small QF generation can reduce peak 
loads on the Utilities' upstream distribution and transmission systems, thereby allowing the 
Utilities to avoid the need to expand the entire transmission and distribution system and to avoid 
future load related transmission and distribution capacity costs. NCSEA Initial Comments 
at 39-43. 

NCSEA witness Beach proposes quantifying avoided transmission and distribution costs 
by aJlocating avoided transmission and distribution costs "to the hours of the year, .using peak 
capacity allocation factors (PCAFs) based on the hours when loads on the transmission and 
distribution system are highest." He explains that the PCAF-based allocation of avoided 
distribution costs uses a sample of loads at DEC'S and DEP's distribution substations and that 
analyzing this data is a first step toward including more locational granularity in avoided cost rates 
to quantify transmission and ·distribution costs that could be avoided by purchases from 
distribution-connected QFs. NCSEA witness Beach's PCAF analysis was developed based on the 
avoided transmission and distribution capacity costs that Duke has relied upon for purpose of 
quantifying the avoided transmission and distribution capacity value attributed to Duke's 
DSM programs and energy efficiency (EE) programs. Beach Affidavit at 7, 21-26. 

The Public Staff's Initial Comments highlight the Commission's discussion in the Sub 140 
Phase One Order that integration of solar resources into a utility's generation mix can result in 
both costs and benefits, but that it is "inappropriate for ratepayers to shoulder such costs [ as 
includablc in avoided costsJ until they become known and verifiable." The Public-Staff comments 
that it may be appropriate for the Commission to consider evidence from other parties as to what 
additional costs or benefits can be sufficiently known and verifiable at this, time such that they 
should be included in avoided cost rates. Public Staff Initial Comments at 32-33. 

In its Reply Comments the Public Staff reintroduces Dr. Richard Brown's testimony on 
behalf of the Public Staff from the 2014 Sub 140 Proceeding addressing the theoretical potential 
forQFs to avoid future transmission and distribution capacity investments. The Public Staff details 
that, theoretically, a renewable energy facility can be located on an existing transmission system 
at a place that can reduce power flows on heavily loaded transmission lines. However, the Public 
Staff also notes that the ability of a facility to provide this benefit will be very site-specific. 
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Similarly, distribution-connected renewable energy facilities could potentially help reduce future 
transmission capacity expenditures, if their power does not flow onto the transmission system. 
Public Staff Reply Comments at 9. 

The Public Staff also recognizes, however, that the significant increases in distributed 
generation facilities interconnecting to the distribution and transmission system,in North Carolina 
in recent years raises additional questions regarding the proper allocation and assignment of costs 
associated wilh use of the grid. The Public Staff specifically cites to Public Staff witness Jay Lucas' 
recent testimony in Docket No: E-100, SuD IOI regarding the additional system costs being 
imposed on retail customers to integrate QF solar generators to support their argument. Public 
Staff Reply Comments.at 9-10. 

The Public Staff also comments that offering an avoided transmission and distribution cost 
adder to all QFs eligible for the standard offer would likely not-ittcentivize such·QFs to locate in 
places that are more likely to result in Future avoided transmission and distribution investments. In 
support of this contention the Public Staff states that an avoided transmission and distribution 
benefit offered to all Standard Offer QFs would ignore the site- and project-specific considerations 
that arc critical to an accurate assessment of potential avoided transmission and distribution-system 
benefit. Public Staff Reply Comments at 10. 

The Public Staff finds that evidence was lacking to warrant an avoided distribution capacity 
cost adder for either distribution or transmission connected QFs. Howevcr,,the Public Staff argues 
that it may be appropriate for the Utilities to calculate an avoided transmission cost adder to lhe 
avoided energy rate applicable-to a standard offer contract, with a provision within lhe contract 
allowing the utility to remove the availability of the avoided transmission adder if (i) lhe QF would 
cause or exacerbate reverse power flow, or (ii) the projected load growth on the interconnected 
feeder over a ten-year time horizon was negative or negligible. The Public Staff states that the goal 
of provision (i) is to en_sure that a QF interconnecting to a distribution feeder that is experiencing 
b3.ckfeeding will not receive avoided transmission benefits, and that provision (ii) would ensure 
thata QF interconnecting to a feeder that is expcriencing·little to no load growth, and thus is not 
expected to make load growth-related transmission upgrades in the foreseeable future, does not 
receive avoided transmission benefits. Public Staff Reply Comments at I 0. Specific.to the standard 
offer contract, the Public Staff recommends that the Commission direct lhe Utilities to calculate a 
conditional avoided transmission capacity cost adder for standard offer contracts, which can be 
removed if certain conditions arc met regarding backfecding and load growth. Public Staff Reply 
Comments at 9-11. 

The Public Staff also supports QFs not eligible for the standard offer contract being able to 
quantify site- and project-specific characteristics to show that the QF's operations create future 
avoided transmission capacity benefits and to include those avoided system costs in their 
negotiated contracts. Specific·to negotiated QF avoided costs, the Public Staff recommends that 
the Utilities consider site- and project-specific characteristics during contract negotiations with 
QFs not eligible for the standard offer contract, and lhat an avoided transmission adder be.included 
if such a pr~ject can provide real and measurable avoided transmission capacity benefits. Public 
Staff Reply Comments at 11. 
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1n response to NCSEA's proposal the Public StaITstates that it has concerns with the use 
of lhe avoided transmission and.distribution rates from the DSM/EE proceedings as. it is ·not clear 
that those rates, which were calculated based upon the availability of DSM during system peak 
and EE during all hours, are applicable to QFs. Public Staff Reply Comments at 11-12. 

In its reply comments SACE agrees with NCSEA that QFs should be c9mpensated for the 
full range of costs that they allow the purchasing utility to avoid, including applicable transmission 
and distribution costs. SACE notes that the FERC previously upheld a state utility commission~s 
authority to include an avoided cost "adder" for transmission-connected QFs located in 
transmis_sion-constrained areas to reflect the savings from the deferred transmission- and 
distribution-related costs. Therefore, SACE argues that NCSEA's proposed avoided transmission 
and distribution system cost analysis is con_sistent with the FERC's precedent on the issue under 
PURPA. SACE Reply Comments at 13-14. 

Duke's Reply Comments provide that PURPA's foundational "but for" premise prescribes 
that a utility should pay QFs its full avoided costs but cannot be required to pay a QF more than 
the cost the utility would incur if the utility generate_d the power or purchased it from another 
source. Citing prior guidance from the FERC evaluating what constitutes a utility's avoided costs 
under PURPA, Duke comments that costs which are.speculative or otherwise not measurable or 
quantifiable are inappropriate in arriving at the utility's avoided costs, whereas costs actually 
incurred by the utility that are quantifiable and "real" are appropriately considered in arriving at a 
utility's avoided costs. Duke Reply Comments at 126-27. 

In response to NCSEA, Duke argues that including an adder for future avoided 
transmission and distribution costs in the standard offer would be unprecedented under·PURPA 
due to the generalized and speculative nature of "potential" future transmission and distribution 
system costs advocated by NCSEA as avoidable. Duke asserts that the FERC has accepted only 
"an actual determination of the expected costs of upgrades to the distribution or transmission 
system that [purchasing from QFs] will permit the purchasing-utility to avoid," where the adder 
reflected the utility's avoided future cost of constrained transmission and distribution infrastructure 
that would be required to deliver power to a transmission-constrained area Therefore, Duke rejects 
NCSEA's PCAF analysis as a generalized quantific.ation of estim~ted "time varying locational 
values" of load-reductions across DEC's and DEP's entire distribution systems, which in no way 
correlates to or represents lhc expected cost of upgrades to the utility's system that theoretically 
could be avoided by purchasing from QFs. Aceordingl)', Duke argues that it has properly excluded 
the potential that purchasing energy from standard offer QFs might avoid some level of future 
system transmission and distribution costs in developing the avoided cost rate calculations. Duke 
Reply Comments at 126-27. 

Duke also asserts that the system impact of distribution-connected QFs and 
DSM/EE program are not co·mparable. Unlike solar generation, DSM/EE measures are permanent 
changes in load that do not diminish with cloud cover or other conditions that impact the 
availability of intermittent generation. If the DSM/EE measure fails, this typically results in the 
entire load-reducing benefit from the measure being removed from the system as opposed to the 
increased -circuit load that would be experienced when generation fails ( or is not available due to 
intCrmittency of generation output). Accordingly, Duke argues that while avoided transmission 
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and distribution benefits can potentially be realized from.customer-sited EE measures, intemiittent 
generation does not provide the same benefit.Duke Reply Comments 1nt 128-30. 

Next. Duke asserts that the Companies design their transmission and distribution systems 
to meet peak load on the circuit and at the substation. Due.to the intem1itterit and daytime nature 
of solar generation, Duke cannot rely upon QF solar being available to meet peak load, and 
therefore cannot reasonably assume any load reduction due to QF solar'that could support the 
downsiring of Duke's transmission and distribution assets. Moreover, Duke asserts that 
distribution and transmission. planners do nOt reduce the capacity of installed facilities due to 
concerns that circuits will be overloaded if generation is unavailable or intem1ittent.during peak 
conditions. Duke Reply Comments at 129-30. 

Duke then argues that if anything, QFs have bencfitted by consuming available distribution 
and lransmission·capacity up to the limits of the existing system, as exemplified by the fact that in 
some areas, QF generation· exceeds load and exportiilg from the region is constrained in· some 
hours_. In conclusion, Duke reiterates that it has properly conc!Lided that there presently are no real 
or quantifiable costs of future avoided.transmission and.distribution or benefits resulting-from solar 
installations and contends that it would be more reasonable for the Commission to recognize that 
incremental QF energy on the distribution system could actually increase future lransmission and 
distribution costs, noting statements by the Public Staff expressing concern as to whether solar 
QFs were properly bearing the rcpresen~tive·rcsponsibility of increased grid•O&M costs. Thus, 
Duke recommends the Commission reject NCSEA's proposal. Duke Reply Comments at 130-31. 

Discussion and Conclusions 

The Commission has carefully considered NCSEA's proposed avoided transmission·and 
distribution adder, as well as the evidence in rebuttal to NCSEA's proposal, and finds persuasive 
Duke and the Public Staff's arguments that NCSEA's proposal should not be adopted in this 
proceeding. The Commission agrees with the Public Staff that the significant increase. in 
QFs interconnecting in North Carolina in recent years has raised questions regarding-the proper 
allocation and assignment of costs associated with the use of the grid. On this issue, the 
Commission giveS·.weight to the comments of Duke and the,Public Staff addressing this issue .. 

Specific to NCSEA 's proposal,. the Commission finds persuasive Duke's arguments that 
relying upon generic assumptions nbout future avoidable transmission and distribution system 
investments based upon witness Beach's PCAF analysis is inappropriate and fails to accurately 
quantify specific costs that would be avoided'as a result of purchasing energy and capacity from 
QFs. PURPA requires that costs must be quantifiable and "real" to be included in avoided costs. 
Cal. Pub. Utility Comm'n., 132 FERC 161,047, 61,267-68, c/orification granted & reh'gdenied, 
133 FERC 161,059 (2010), reh'g denied, 134 FERC 161,044 (2011). Similarly, the Utilities' 
avoided costs must be "known and measurable," and the Commission "should not rely On 
conclusions derived' from limited observations or speculation, to definitively establish the 
parameters of what should be included in avoided cost rates." Sub 140 Phase One Order at 61. The 
Commission agrees with Duke that witness Beaeh'.s analysis presents a generalized quantification 
of estimated "time-varying location values" of.load reductions across DEC's and DEP's entire 
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distribution systems and not a quantifiable or known and measurable quantification of Duke's 
expected cost of system upgrades that could be avoided from purchasing power from specific QFs. 

The,Commission also finds persuasive Duke's arguments that excluding the potential that 
purchasing energy from standard offer QFs might avoid some lev~l of future transmission or 
distribution costs in developing the avoided cost calculation is similar to avoided cost calculations 
in other jurisdictions. NCSEA has not identified other jurisdictions as including such an adder to 
generic avoided cost rates for avoided transmission or distribution cosls, even though utility 
systems with lower penetrations of distribution-connected generation would·theoretically achieve 
greater benefits from these distributed energy resources in terms of avoiding the need for potential 
future transmission or distribution system investments. In addition, the Commission agrees-with 
the Public Staff and Duke's conclusion that the use -of avoided transmission and distribution 
assumptions for DSM/EE resources and measures, as proposed by NCSEA, is not reasonably 
representative of the system impacts and capacity contribution of distribution-eonm;cted QFs. The 
Commission also agrees with Duke that due to the intennittent and daytime nature of solar 
generation, Duke cannot rely upon QF solar being available to meet peak load and, therefore, 
cannot reasonably assume any load reduction due to QF solar that could support the downsizing 
of transmission and distribution-assets. The Commission also finds persuasive Duke's explanation 
that DSM/EE measures are permanent changes in load that do not diminish with cloud cover or 
other conditions that impact- the availability of intermittent generation. In short, intennittent QF 
generation docs not provide the same quantifiable benefit of reducing load on the distribution 
system during the utility's peak periods as DSM/EE measures. 

Finally, the Commission finds persuasive Duke's arguments that the growth ofQF solar in 
North Carolina could potentially increase transmission and distribution costs for retail customers. 
In addition, the Public Staff cites to its testimony in Docket No. E-100, Sub 101 addressing.this 
issue. As asserted by Duke, QFs are responsible for funding distribution system or transmission 
network Upgrades to support their own interconnection; QFs arc not obligated to acquire 
transmission_ capacity to deliver QF power to the utility's network, and instead rely upon the 
utility's transmission system. These arguments are consistent with- and provide support for the 
Public Staff's contention that there is insufficient evidence to warrant avoided distribution capacity 
cost adders for either distribution- or transmission-connected QFs at this time. The Commission 
agrees, and therefore declines to adopt NCSEA's proposal. 

Similarly, for purposes of this proceeding the Commission declines to adopt the Public 
Staff's recommendation for the Utilities to calculate a conditional avoided transmission capacity 
cost adder for standard offer contracts, which could be removed if certain conditions are met 
regarding backfeeding and· load growth. As stated by the Public Staff: 

[O]ffering an avoided T&D cost adder to all QFs eligible for the standard offer 
contract (Standard Offer QFs) would not likely incentivize direct Standard Offer 
QFs,to locations that are more·likely to result in avoided future T&D investments. 
An avoided T&D benefit offered to all Standard Offer QFs would ignore the site-
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and project-specific considerations that are critical to an accurate assessment of the 
avoided T&D [system] benefit.-

Public Staff Reply Comments at I 0. 

The Public Starr's comments and Duke's evidence summarized above tends to demonstrate 
that intennittent QFs do not generically provide firm IOad reductions across the system, and 
therefore the presence of QF-supplicd power cannot support the downsizing of Duke's 
transmission and distribution assets. This evidence lends further support to the Commission's 
decision not to adopt the Public Starr's proposal. Nonetheless, the Commission appreciates the 
Public Staff's nuanced attention to this issue and will maintain an openness to revisit this issue in 
a future proceeding where the evidence can be more fully developed. The Commission anticipates 
greater clarity on this subject as Duke advances. its Integrated Systems and Operations Planning 
effort currently underway that leverages the functionalities afforded by foundational grid 
improvement plaff investments. The Commission expects that this work should infonn the 
evaluation of avoided transmission and distribution capacity costs and benefits in future avoided 
cost dockets. The Commission will direct the Utilities to provide additional discussion, insights, 
and plans in the next avoided cost proceeding. Finally, in the negotiated contract setting, where 
project-specific characteristics during contract negotiations· with a QF must be considered, the 
Commission _expects the Utilities to include an avoided T&D capacity adder if a project can 
provide real and measurable avoided transmission or distribution capacity benefits. 

Based upon the foregoing and the entire record in the proceeding, the Commission finds 
that it is inappropriate for the Utilities to include a transmission and distribution capacity adder 
within their avoided cost calculations available to standard offer QFs, and that ·the use of 
transmission and distribution capacity rates from DSM proceedings is inappropriate for use in 
calculating avoided transmission and capacity costs in ttlls proceeding. The Commission furlher 
finds. that the Public Staff's proposed conditional avoided transmission cost adder is not 
sufficiently supported nor fully developed at this time, and therefore the Commission detennines 
to not approve this recommendation. However, the .Commission will direct the Utilities and the 
Public Staff to work together to more precisely define these issues for the Commission's 
consideration in the next avoided cost proceeding. 

EVIDENCE AND CONCLUSIONS.FOR FINDING OF FACT NO. 32 

The evidence supporting this finding of fact is found in Duke's verified JIS and the entire 
record herein. 

Summary ol'. the Evidence 

NCSEA advocates for the Utilities to include a market price suppression adder to their 
avoided energy cost calculations. NCSEA argues that integrating renewables in regional-power 
markets causes a "reduction in demand [that] will cause·a corresponding reduction in the price in 
these markets, which benefits the Utilities when each must buy power or natural gas ·in these 
markets." NC SEA suggests that increasing penetrations of renewables "causes the prices of energy 
to reduce across the country, on a whole," and therefore concludes that the Commission should 
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"require the Utilities to account for such market changes caused by distributed energy resources." 
NCSEA Reply Comments at 34. 

In its Reply Comments Duke argues that NCSEA's proposal to include a "market price 
suppression" adder in avoided costs was in no way based upon known and measurable costs 
actually avoided by Duke's procurement-of alternative energy. Duke contends that even assuming 
NCSEA's point-that increasing renewables in regional power markets impacts electricity and 
natural gas prices in those markets- has some validity, NCSEA:ignores numerous other factors 
that have significantly greater impacts on the market price of energy, including, but not limited to 
natural gas production costs, weather, and environmental regulations. Moreover, Duke responds 
further that the market price of energy that is avoidable by Duke is precisely that- a market 
price- and reflects both higher and lower cost resources (such as DEC and DEP's combined 
9,100 MW (winter) of baseload, low variable cost nuclear generation). Duke states NCSEA's 
recommendation for Duke and DENC to account for inclusion of above-market "price benefits" 
of integrating renewables in their avoided costs is speculative, unquantified, and not reflCctive of 
costs actually avoidable by the utility. Duke concludes that accepting above-market adders in 
calculating Duke's cost of energy essentially forces Duke to pay avoided energy rates that are 
above the Utilities' forecasted incremental cost of procuring alterniltive energy, which is 
inappropriate under PURPA. Duke Reply Comments at 29-30. 

Discussion nod Conclusions 

The Commission agrees with Duke that NCSEA's proposed "market price suppression 
adder," designed to capture a deerease-in•wholesale power prices due !o the increasing integration 
of renewable QFs, is not based upon-known and measurable costs that can accurately be calculated 
to include in the Utilities' avoided energy costs. Therefore, based upon the foregoing and the entire 
record in the proceeding, the Commission finds ttiat it is not appropriate for the Utilities to 
incorporate a market price suppression adder in their avoided cost calculations for this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 33 -42 

The evidence supporting these findings of fact is found in Duke's verified JIS; the 
testimony of Duke witnesses Snider, Wheeler, and Wintermantel, SACE witness Kirby, NCSEA 
witness Beach, Public Staff witness Thomas; and the entire record herein. 

Summary of the Evidence 

Duke's J[S provides that the. 2018 Scheduling Order directed the Utilities to consider 
factors relevant to the characteristics of QF-supplied power- specifically intennittent and non
dispatchable ·power-in designing rates to meet PURPA's objectives of appropriately valuing 
Duke's incremental costs of alternative energy to be avoided from purchasing power from a QF. 
Further, the 2016 Sub 148 Order similarly emphasized that it would be appropriate for the Utilities 
to propose schedules specific to QFs that provide intennittent, non-dispatchable power if the 
Utilities' cost data "demonstrates marked differenCes" in the value. of the energy and capacity 
provided by these QFs. JIS at 30-31 (quoting 2016 Sub 148 Order). 
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Jn·rcsponse to these Commission directives, Duke argues that the costs avoided by growing 
levels of solar QFs that provide intermittent, non-dispatchablc power is markedly different from 
integrating firm power and that.it is appropriate to recognize integration costs that Duke is now 
incurring in valuing the energy and capacity provided by QFs eligible for Schedule PP. Bwed on 
Duke's recent experience integrating surging levels of variable and intermittent solar QF power, 
Duke has included an integration services charge in its rate design to reflect the impact on operating 
reserves, or generation ancillary requirements, for new variable and non-dispatchablc solar 
capacity. JIS at 30-31; tr. vol. 2, 38. 

The JIS and the testimony of witness Snider explain that that meeting its obligation to 
provide reliable electric service to its customers requires Duke to dispatch DEC's and DEP's 
generation fleet resources to meet real-time ·load on a moment-to-moment basis. Witness ·Snider 
testified that the energy output from solar resources is variable, and that it can unexpectedly and 
rapidly drop-off or ramp-up in real-time, thereby increasing uncertainty in day-ahead, hourly, and 
sub-h9urly projections for fleet operations. The addition of solar volatility to the system increases 
the real-time volatility the system experiences as compared to just servicing load without solar on 
the system. Witness Snider stated that this additional uncertainty and volatility requires· Duke to 
cany additional operating reserves, which are the real-time system resources required to balance 
and regulate the system on an hourly and sub-hourly basis. These operating reserves arc provided 
by reserving additional dispatchable conventional fleet resources to ensure that sufficient 
operational flexibility is available to respond in real-time to rapid changes in solar output. 
Additionally, ensuring that sufficient operating reserves are available is also required to·maintain 
compliance with NERC bulk electric system balancing and reliability standards. The need for 
increased real-time system operating reserves to reliably integrate increased levels of uncontrolled 
must-take solar generation results .in additional operating costs relative to integrating a 
dispatchable or baseload generation source. As solar penetration increases, the cost to integrate 
these variable and intermittent resources while maintaining operational reliability also increwes. 
JIS at 32-33; tr. vol. 2, 78-81. 

To quantify the increasing costs of integrating solar generation into the DEC and DEP 
systems, witness Snider testified that Duke commissioned Astrape Consulting (Astrape) in late 
2017 to analyze the impacts of integrating solar into Duke's systems at varying solar penetration 
levels and to quantify the cost of utilizing the DEC and DEP conventional fleets to provide the 
additional operating reserves or generation "ancillary services" needed to reliably integrate the 
various levels of intermittent solar generation. Tr. vol. 2, 80-81. 

Duke witness Wintermantel testified in support of the AstrapC Solar Ancillary Services 
Study (AstrapC Study). He began by describing the integmtion challenges utilities experience as 
solar penetration increwcs·on the utilities' systems. As solar penetration increases, the.uncertainty 
and intra-hour volatility in net load increases, meaning five-minute deviations in net load can be 
much more significant in systems with high penetrations of variable and intermittent solar as 
compared to systems with no solar. To manage the increwe in intra-hour volatility, additionaHoad 
following reserves are required to allow generators additional flexibility to meet these·unexpected 
movements in net load, which thereby increase ancillary services cost. In addition, witness 
Wintermantel stated that generators are forced to start more frequently, causing additional startup 
and·maintcnance costs. Tr. vol. 4, 51-56. 
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Witness Wintennantel then provided an overview of the SERVM model, which commits 
DEC's and DEP's resources on week-ahead, day-ahead, and hour-ahead bases and dispatches 
resources to load on a 'five-minute time step. For each year simulated, total production costs are 
lhcn calculated and reported, as well as lhe reliability metrics of lhe system. To analyze lhe 
economic impact of integrating solar, witness Wintennantel testified that the SERVM model, 
which was similarly used in Duke's Commission-approved 2012 and 2016 Resource Adequacy 
studies, modeled Duke's system reliability wilh and without solar generation at various penetration 
levels. As detailed in the JIS, witness Wintennantcl ·testified that lhis modeling analysis was 
perfonned for the 2020 study year across several solar penetrations including a No.Solar scenario, 
the Existing plus Transition scenario (840 MW in DEC and 2,950 MW in DEP), Tranche I solar 
scenario (1,520 MW in DEC and 3,110 MW in DEP), and lhe Plus 1,500 MW of solar generation_ 
scenatio (3,020 MW in DEC and 4;6 IO in DEP). Once the required ancillary services were 
determined, the costs of the ancillary service were also computed through the SERVM-model. JIS 
at 32-33; tr. vol. 4, 56-59, 65-66. 

Witness Wintennantel stated that an important aspect of the AslrnpC Study is that the 
SERVM model is designed to recognize that utility system operators will have imperfect 
knowledge of day-ahead net load, net load a few hours ahead, and intra-hour net load to make 
generation commitment decisions. This imperfect. knowledge is accounted for by incorporating 
load and solar forecast error, meaning lhe model commits its conventional generation fleet to a net 
load that has some level of error and then must adjust accordingly in real .time, similar to lhe way 
system operators must adjust in real time. To mimic the movement of load and solar on a 
five-minute b~is, the SERVM model requires one year of five-minute load and solar data as an 
input. For both DEC.and DEP, the Astrape Study used historical five-minute load and solar data 
from the 12-month period between October 2016 and September 2017. Witness Wintennantel 
stated that the five-minute data was scrubbed for reporting anomalies or errors and the volatility 
embedded in these five-minute profiles was applied to the load and solar generation for each 
penetration analyzed. Tr. vol. 4, 58-61. 

After providing background on the Astrape Study's inputs and modeling framework, 
witness Wintennantel stated that.the underlying premise of the AstrapC Study'is to ensure that the 
operating reliability of the DEC and DEP systems is.the same before and after additional solar is 
added to Duke's systems. To study the impact on system reliability with and without solar, Astrape 
utilized the LOLEn.EX metric of 0.1 within the model to measure the number of loss of load events 
due to system flexibility constraints, calculated in events per year. Witness Wintennantel testified 
that LOLE1u.x as used in the SERVM model is a measure of the system's-ability to satisfy net 
load obligations assuming that net load is known five minutes before it materializes and provides 
a means of measuring if the system has enough load following reserves. As additional solar is 
added to the system, load uncertainty and inlra-hour volatility increase, causing LOLEFLI:.x to 
increase. To maintain the same reliability on the system as before the' solar was added, load 
following reserves needed to be increased. Witness Wintennant_el further testified that the Astrap6 
Study detennines the appropriate amount of load following reserves to add by forcing the system 
back to the original LOLEnruc metric ofO.l events per year. He clarified, however, that LOLfau.x 
events cannot be mitigated by allowing area control error {ACE) to deviate for short periods, as 
LOLEFLEX events and ACE deviations are not synonymous. Tr. vol. 4, 62-66. 
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As also detailed in the JIS witness Wintennantel testified that at the Existing plus 
Transition solar penetration level for DEC, the Astrapf Study detennined that an additional 
26 MW of load, following reserves were required to integrate. 840 MW of solar. For DEP, the 
Astrape Study identified that 166-MW of additional load following reserves were required to 
integrate 2;950 MW of solar. He then described Duke's use.of these sttidy r~sults, which utilize 
the average costs of the Existing plus Transition solar penetrations for each utility to-establish the 
integration services charge. Specificall}', based upon the results of the AstrapC Stud}', Duke 
included a $1.10/MWh integration services-charge for DEC and a $239/MWh integration services 
charge.for DEP. Witness Wintermantel presented the Astrapf Study's_modcling results for DEC 
and DEP in Figures 4 and 5 of his testimony, respectively. Witness Wintermantel also noted that 
Duke's proposed integration services charges for DEP and DEC were based on the lower "average'' 
cost to integrate th_e ExiSting plus, Transition solar capacity in DEP (2,950,MW) and DEC 
(840 MW), instead of the significantly higher "incremental" integration cost. Witness 
Wintermantel concluded tharin his expert opinion, Duke had appropriately used the results of the 
Astrape Study to establish a reasonable integration services charge. JIS at 33; tr. voL.4, 66-74. 

Duke and the Public. Staff entered into the. SISC Stipulation, which addresses the 
tj_uantificatio_n of DECS and DEP's,aneillary·services costs as well as the integration services 
charge rate design. Duke and the Public Staff agree in the SISC Stipulation that the Astra pf Study's 
data, methodology, results, and conclusions are reasonable for purposes Of quantifying Duke's 
"average" and "incremental" ancillary services·costs attribµta~le to integrating solar-generation, 
as well as for purposes of calculating Duke's respective integration services charges. SISC 
Stipulation, § III.A. The SISC Stipulation also provides that solar integration services charges 
collected from solar generators will be credited to ratepayers in future fuel proceedings to offset 
the increased fuel and fuel-related costs associated- with integrating solar resources._ SISC 
Stipulation,§ IV.D. 

Duke witness Wheeler testified that Duke calculated the.integration services charge based 
upon the average integration-costs for the·Existing plus Transition solar capacity, as quantified by 
the· Astrape Study. He further stated that while Duke was proposing to, use .the lower average 
integration cost, the integration charge would be applied only to new solar generators coming-onto 
'the system; which Would include QFs that establish a LEO JJnder the biennial s~dard offer 
avoided costs-rates filed in tliis proceeding. As existing contracts expire and new contracts-are 
executed, this average integration services·charge will apply to solar pro\liders·uniformly. Duke 
proposes tQ update-the integration services charge every two years as part of the .biennial avoided 
cost proceeding. Duke plans to continue to study the cost to integrate operating and incremental 
solar generatiori and to update the Commission on changes to the cost to integrate ildditional:solar 
capacity, .considering factors s_uch as solar penetration levels, prevailing fuel· prices, and the 
makeup ofDuke's·future portfolios. Witness Wheeler·noted that these proposa!s were agreed to 
.by the ~ublic Staff and memorialized in Section IV of the SISC ~tipulation. Tr. vol. 2,227. 

Witness Wheeler also testified in support of the integration services charge average.cost 
rate design, explaining that a11 intermittent generation resources create this higher cost of service, 
not just new generation-resources. In contrast, designing the charge to collect ihe incremental cost 
would result in preferential pricing for the first entrants while shiffing cost recovery to new sellers. 
Witness Wheeler opposed this npproach, explaining·that it would be equivalent to orily charging 
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generation cost to new retail customers that cause the need for a new generator while allowing all 
existing customers to benefit from greater resou~. which i~ potentially discriminatory and 
inconsistent with average-cost ratemaking principles. Witness Wheeler testified that he views 
applying the charg~ only.to solar QFs that either estab1ish a LEO or_renew, or otherwise exiend, a 
PPA on•or.afler November 1, 2018,_ as appropriate. By delaying implemeritation until their current 
PPA expires and is subsequently renewed, witness Wh~eler stated that QFs with existing contracts 
are protected from immediately being-subject to.the new charge while.also ensuring.that they will 
eventually be-responsible for these,inCreased.costs-.ifthey continue to sell their.generation output 
to the utilities. He also highlighted, however, that-until their current term expires, any increased 
ancillary ser.iices cosnhat Duke incurs would be borne by retail customers. Tr. vol. 2, 230-33. 

Witness Wheeler testified in support ofbiennial'y upda!ing the integration services charge 
while establishing a cap on future adjustments to the charge, as recommended by the Public Staff 
and agreed to in Section V ofthe.SISC Stipulation. Witness Wheeler stated that.the integration 
services charge rate design recognizes that Duke's' integration costs are ~xpected to chap.ge with 
increased deployment of intermittent resources but will also vary in the future based upon actual 
load growth, the mix of Duke's.generation resources, and potentiaI'iinpacts of electricity·stonige 
capability. This potential for significant changes in the future makes developing an accurate long
term estimaie that would be necessary to establish a longCr-teITll fixed rate challenging, and Duke 
supports biennially updating DEC's and DEP's quantification of uncillary services costs overtime, 
subject ,to a cap to be approved by the Commission and included, in the Schedule'PP tariffs. 
Tr. vol. 2, 230-33. 

Witness Wheeler also testified that the proposed cap oil future increases to the integration 
services charge mitigates.the risk for Sub 158 Vintage solar generators-of currently unquantifiable 
potential fu~ increases.in DEC's arid DEP's average ancillary servicCs,costs attributable to the 
installation of incremental soJar·on Duke's systems during the ~ean __ of S!Jb 1'58 Vintage PPAs. 
Witness Wheeler testified that while the cap is not consistent with how other costs incurred to 
serve distributed generation are treated,puke agreed to the cap as a reasonable approach to address 
the Public Staff's concerns and to o·ffer QFs limited price certainty·,during their contract term. 
Witness Wheeler also testified that inclusion of the cap might result in some level of subsidi:mtion 
of QFs by the genera] body of customers if the average.cost of these ancillary services continues 
to grow. Tr. vol. 2,228. 

Duke witness Wintermantel testified that lie quantified the cap consistent with the 
methodology used in the Astrape Study. Witness Wintermantel stated that at the direction of Duke 
and in support of the SISC, Stipulation, Astrap~. performed ~ddi~ional modeling simulations to 
calculate the inc~ental ancillary service cost impact of the- last lO0 MW of solar generation 
expected to be installed by the end of 2020, based upon DE Cs and DEP's 2018 IRPs, to detennine 
a potential cap for the.charge, which was determined to be $3.22/MWh for DECand $6.70/MWh 
for DEP. Tr. vol. 4, 78-80. 

Witness Wheeler sta~ed that the ·cap amount would be incorporated into Schedule PP to 
prescribe that ~[i]n no event shall the integration services charge e.xceed [$0.00322 for DEC; 
$0.00670 for DEP] per-kWh for Purchased Power Agreements-executed under rates approved in 
Docket No. E-100, Sub 158." Tr. vol. 2, 229-30. 
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Section II of the SISC ·Stipulation provides that a solar generator that can.demonstrate its 
capability,ofoperating.in a controlled manner that.materially reduces or·eliminates.the need for 
additional ancillary service requirements (as reasbnably determined by Duke) may reduce or 
eliminate the applicability of the integration services charge (Controlled Solar'Generator). This 
capability could be demonstrated through inclusion of energy storage devices, agreeirig to a 
dispatchable. purchase contract, or Other mechanisms that m_aterially reduce or eliminate the 
intennittency of the output from the operating solar generator. Witness Wheelerc1arifif:d, however, 
that a solar QF seeking to eliminate the integration services charge must also conlraCtually agree 
to,operate its solar generating facility to meCt operating requireffierits, as reasonably, determined 
by Duke, that will actually reduce or eliminate the need·for additional ancillary services. Witness 
Wheeler further testified that.a QF committing to operate as a Controlled Solar G.enerator must 
enter into a nego~iated PPA as QFs contracting to scll,under Schedule PP are "must take" and may 
only be curtailed during system emergencies. Therefore, Schedule PP·does not include the tenns 
and conditions necessaiy for Duke and a solar generator io agree.to operate as a Controlled Sqlar 
Generator. Tr. vol. 2, 229. 

Witness Snider also testified that the SISC Stipulation's Controlled Solar Generator 
proposal reflects 'reasonuble cost causation· principles and allows an innovative solar QF not 
imposing incremental ancillary service requirements due to its operations to avoid paying the 
integration services charge. Witness Snider acknowledged NCSEA witness Beach's assertion that 
a solar generating facility that adds "significant storage'' sh6uld be allowed to avoid the integration 
services charge and pointed out that the Controlled Solar Generator proposal provides an avenue 
to do that. Witness Snider, however, testified that even·ifa solar genefating fiicilityadds storage, 
it is critically important that the solar plus storage facility operate in a way that avoids incremental 
ancillary service requirements to avoid- the integration. services charge. Finally, witness Snider 
stated,that wilhout the operatiqp.a.1-control addressing how and wheli the sola~ generating facility 
iS discharging outputftom its storage device, these facilities would_likely just "shift" the time they 
discharge their batteries to premium: pricing ,windows, which would not reduce the facilities' 
yolatility nor avoid Duke's cost _Of providing additional ancillary services to address the solar 
gene_rator's volatility. Tr. vol. 2, 147-58. 

In its Initial Comments the Public Staff agrees that DEC and DEP face operational 
challenges due· to -the intennittent nature of solar resources and lhat int;nnittent and 
nOn-dispatchable resources have a direct impact on system opcration~,cincluding cost. Public Staff 
Initial Comments at·34. The Pub1ic Staff.also initially identifies certain concerns with the Astrape 
Study's modeling approach, which were ultimately resolved as further-describ¢ by Public Staff 
Witness Thomas. 

As Public Staff ~itness Thomas noted, in the 2016 Sub 148 Proceeding Public Staff 
witness Dustin Metz testified on the.issue of integrating significant solar QF,Capacity, explaining 
that as installed Solar QF capacity increases, Duke faces "increasing operational challenges as they 
seCk to maintain the proper amount of contingency reserves that can be 'ramped up' and 'ramped 
down' in real time to meet resulting demand/supply imbalances." Tr. vol. 6,357 (quoting 2016 
Sub 148 Proceeding, tr. vol. 8, 117). Witness Thomas stated that integrating intennittent, 
non-dispatchfi:ble·energy sources causes system operators to make decisions-and deploy the fleet 
of utility-oWTicd generation assets in ways_·that can increase costs to customers due to (1) thennal 
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units operating _outside their optimal output range, and (2) ·additional dispatchable units operating 
in standby mode, ready to respond within minutes to meet applicable NERC- balancing 
requirements. Tr. voL 6,.358. 

Witness Thomas noted that the Public Staff identified technical concerns with the Astrape 
Study in its Initial Comments, but that it later withdrew some of these concerns based upon 
additional discovery and ongoing technical d_iscussions with Duke and Astrape, and that it now 
supports Duke~s integration services charge. Tr. vol. 6, 358-61. Further, witness 'Thomas stated 
that the Public Staff perfonned a review.of seven integration studies from other uti1ities to compare 
methodologies.and assess how the studies were conducted, including whether-the·utilities were 
modeled as load islands and-what metrics were used to evaluate the system.impact of.intermittent 
resources. While every approach,taken in the integration studies were differen~ the Public Staff's 
review indicates that Duke's proposed integration services charge is generaJly reasonable and 
within the other range of studies. In 'Swn, witness Thomas .testified that he believes that the 
methodology used to quantify the integnition services charge is rea.sonable'and that assessing this 
charge on solar QFs is appropriate. Tr. vol. 6,.361.,67. • 

Witness Thomas testified th1,1t to.address the-Public Starrs concerns with Duke's proposal 
,to update the charge biennially, Duke agreed to apply·a caj>:on potential' future increases of the 
integration services charge, as detailed-in Section VI of the SISC Stipulation: Although as stated 
by Duke witness Wheeler, the inclusion of a cap might result in some level of subsidization of 
QFs, the Pub!ic Sta.ff believes that- it is important to ensure that the majority of costs imposed by 
intennittent solar QFs is recovered.from intermittent solar QFS, and the cap provides_ a reasonable 
balance between reducing uncertainty for QFs and refunding ratepayers for the cost of integrating 
intennittent QFs. Tr. vol. 6, 368-72. 

Regarding differing ancillary services costs for innovative-QFs, witness Thomas te:Stified 
that PURPA-does not obligate'the utility to purchase.ancillary seryices from QFs. However, he 
agrees with _NCSFA witness Johnson that QF5:. have the tec~ical .ability to· provide ancillary 
services,.and identified the Public Staff's interes! in a potential future competitive solicitation for 
a limited quantity· of ancillary services ·into which third-party generators could bid that has the 
potential to redi.Jce costs to ratepayers and facilitate sOlar integration through cost-effective 
decisions. Witness Thomas also noted that there are several challenges to implementing a market 
for ancillary services in North Carolina,,specifically that: (1) Duke is not a member ofan RTO, 
and as such no organized competitive m~ket for third-party.Services exists; (2}PURPA does n~t 
require utilities to purchase ancillary services from QFs~ and because the responsibility .for reliable 
grid operation falls on the utility, a market for such services would face ·significant regulatory 
challenges, and·(3) the additional anciliary services-needed, as·identified by the Astrap6 Study, is 
limited (192 MW); therefore,.the _costs to iniplement an ancillary services market might exceed the 
benefits. Witness Thomas stated that' the Public Staff believes that innovativ~ ·QFs installing 
technologies such as energy storage could reduce the need for ancillary services in a way .that make 
imposition of the-integration services.charge on their facilities wmecessary. He stated that to the 
extent a QF can-rtiaterially demonstrate that it-does.not impose additional ancillary service costs 
on the system, it_ should not be subject to the integration services charge. He concluded by 
explaining that Section II.A of the SISC: Stipulation specifically grants a QF that enters into a 
negotiated contract the ability to mitigate the integration Services,charge b)'.'demonstrating and 
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contractually obligating itself to operate in a manner that mater_ially reduces or eliminates the need 
for additional ancillary services requirements. Tr. vol. ·6, 376-81. 

SACE's Initial Comments include·a report by witness Kirby critiquing.the Astrap6 Study 
relied upon·by Duke to quantify the integration services charge. Witness Kirby generally asserted 
that the Astrape Study relied upon an inappropriate study methodology and contained errors in 
assumptions that resulted in the Astrape Study overestimating Duke's operating .reserve 
requirements and inflating solar integration cost projections. His priniary critiques were that (1) the 
LOLEFl..l'.X reliability metric is not related to man_datory NERC reliability requirements and is 
inappropriate for an .integration cost analysis, (2) the. production .cost.modeling assumption that 
DEC ·and DEP are "islanded~' systems disconnected from the Eastern lnterconneCtion is wrong. 
and (3).the linear scaling of expected short-term variability from new solar. generators as ·solar 
penetration rises is·physicall)' incorrect. 

Witness Kii-by criticized the·Astrape Study's use ofthe·LOLF.cAPand LOLER.EX metrics 
to identify instances of insufficient generation capacity or flexibility. He argued that.the metrics 
were "misnamed" and '-'inappropriate" because there would be no 1loss of load expected during the 
id~ntified imbalances for DEC or DEP Balancing Authorities (BA), which operate in the· larger 
E.astern Interconnection. Interconnection, he stated, increases· reliability while dramatically 
reducing individual BAs' balancing requirements.- Consequently, Witness Kirby concluded that 
NERC reliability standards do not require the level of reserves or bal3f!cing operations·necessary 
to meet the 0.1 LOLfaux 'for five-minute balancing that is the basis of the Astrapt! Study. 
Tr. vol. 5, 178. 

The Ast.rapt! Study was modeled to require the DEC and DEP Systems to meet a 
0.1 LOLEFLEX requirement ~at allowed for a single five-minute imbalance every ten years. 
Althougtr witness Kirby acknowledged that an LOLE of 0.1 is an appropriate and accepted 
standard for long-term planning,of reserve capacity, he believe_s it was not required by _NERC, 
"excessively· expensive" when applied to actual operations; and inappropriate because a five
min·ute imbalance will not result in the need to shed firm· load,or a blackout, Witness Kirby argued 
that Astrape su_bjectively used the LOLER.l'.X standard and that it is not a g~nerally·used industry 
metric. lnstead,, according to witness Kirby, NERC determines operational reliability· standards, 
and it-does not require.continuous ~rfect balancing from each BA. Witness Kirby elaborated that 
the applicable NERC reliability standard, BAL-001-2, Real Power Balancing Control 
Performance, establishes two reliability metrics that apply during nonnal operations:. Control 
Perfoirnance Standard I (CPS!) and the Balancing Authority ACE Limit (BAAL). Ti. 
vol. 5, 178-82. 

With respect to those metrics, witness Kirby noted in his testimony and in his Report-that 
of the NERC requirements to which the Astrape Study referred, CPS I and CPS2, the 
CPS2 standard had. been replaced in July· 2016 with the. BAAL requirement BAL-001-02. He 
charactei"ized,CPS2 as having a much more relaxed balancing requirement _than the 0.1 LOLER.EX 
requirement because CPS2 measured balancing over.ten-minute intervals and required ·compliance 
only 90% of the time. According to witness Kirby, short-term, unexpected solar-variability within 
the Duke service territories is unlikely to be related tc;, frequency variations _ in the Eastern 
Interconnection. Therefore, CPS I does not require correction of imbalances about half of the time, 
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which significa,ntly reduces the times Duke must exercise those reserves. In response to Duke's 
Reply Comments that described the LOLEn.EX, he noted that NERC's CPSI does not require 
,perfect baJancing for a11 but one five-minute interval in ten years; it·iristead limits annuaJ average 
imbalances. Witness Kirby further contended that all imbaJances are not bad. When 
interconnection frequency is below 60 Hz., over-generation Helps to raise frequency and ai_ds 
reliability; conversely, when interconnection frequency is above 60 lh, und_er-generation helps 
lower frequency and·aids reliability. Witness Kirby also offered that the NERC BAAL standard 
does not require perfect compliance. BAAL only limits ACE deviations that exceed 30 consecutive 
minutes and hurt interconnection frequency, He stated that ACE-limits are·lax when frequency is 
close to 60 Hz and get progressively tighter as the frequency deviates from 60 .Hz. Therefore, 
witness Kirby concluded that the Astra¢ Study used an unnecessarily stringent Standard that 
resulted in an inflated iI1tegrati0n services ch:arge. Tr. vol..5, 18l-85. 

Witness Kirby also disagreed with the Astrape Study treating DEC and DEP as "islanded" 
power systems instead of modeling the,intercorulected BAs as part of the.Eastern Interconnection. 
He argued tha~ utilities interconnect because it- gives all participants reliability and. econoni.ic 
benefits. He doi.Jbted whether DEC or DEP wouJd·ever withdraw from the Eastern Interconnection 
because doing so would increase costs for ratepayers and reduce reliability. Therefore, he iridi~ed 
that AstrapC should not have modeled DEC and DEP as islanded power systems. Witness Kirby 
instead argued that determining reserve requirements for islanded versions of DEC ahd DEP is not 
relevant to the way-power_syStems ate built and operated. In his·opinion, the Astrape Study failed 
to account for these reduced requirements and thus.overstates the regulation requirements under 
which Duke operate. Tr_. vol. 5~ 185-89; • 

Witness Kirby also cited DEC's and DEP's participation in the VACAR Reserve Sharing 
Group, which he·asserted enables them to significantly reduce the amount of contingency reserves 
they cany while still' maintaining reliability. As members of a reserve sharing group, they can meet 
NERC standards and operate reliably wjth only a fraction of the contingency services required for 
islanded operations.Tr. vol. 5, 190-91. 

Although witness Kirby acknowledged that the Astrape Study had to. model.solar sites that 
do not yet exist and for which there is rio data, he·faulted the Astrape Study's linear scaling of 
existing solar plant output data to represent- new. solar plants at higher penetrations. Witness Kirby 
testified that hiS: review of the historic solar output of DEC andDEP showed an expected trend of 
~hort.:.term variability increasing more.slowly than so.Jar capacity as solar penetration increases. 
Thus, witness Kirby stated that the assumption of linear scaling is unjustified. He also faulted the 
AstrapC Study as using unrea_Iistic geographic locations, leading to an increased short-tenn 
variability. Tr. vol. 5, 192-94. 

Witness Kirby promoted the 2016 Idaho Power Integration Cost Study (Idaho Study) as a 
better model and methodological approach than the ·Astrape Study because-it.employs production 
cost modeling with res~rve requirements adjusted to maintain pre-solar-and-wind reliability levels 
and targeted reserves·sufficient to·compensate for 99% of the differences between the hour ahead 
average and actual five-minute,deviations of.solar output He emphasized ·that the Idaho Study 
allows·a-,ctmmlative 90 hours per year of deviations rather than one-event-in-ten-yea.rs, like the 
Astrape Study relied upon by Duke. Witness Kirby further testified that the LOLfaux metric used 
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in the.Astrape Study requires balancing that is over 10;000 times stricter than the.99% confidence 
IeVel used in the Idaho Study. Witness Kirby disagreed with Duke witness Wint~rmantel that the 
Idaho Study's incremental load following reserves are comparable to the load following reserves 
required by the Astrape Study. Instead, stated witness Kirby, while Idaho-Power had higher rates 
of renewable penetration, DE(:'s and DEP's additional opCrating ;~erves far exceeded Idaho 
Power's-as a function of renewable·generation-penetration. Tr. vol. 5, 200..:os. 

In its InitiaJ CommentsNCSEA states that the imposition ofan_ integration services charge 
as proposed by Duke is inconsistent with_ previous Commission decisions in Sub 140 aild Sub 148 
because,: (i) Duke did not include the benefits provided by QF generation in Calculating the.charge; 
and (ii) Duke developed a single· standard offer rate schedule and separate "penalties" for 
intennittent QFs. NCSEA argues that the Commission had instead intended for the Utilities ,to 
propose multiple rate schedules based on,the characteristics of the QF and not on the,generation 
technology used by the QF. NCSEA.Inilial Comments at 32-35. 

NCSEA also argues that Duke's request and DENC's similar request to implement ·a re
dispatch charge· in this proceeding is- improper as· single-issue ratemaking. As such, NCSEA 
indicates that any integration services charge should be set during general rate cases. NCSEA 
agrees with Duke that 18 C.F.R. § 292:304(e) aliows for the consideration of factor:s that may 
affect rates in determining avoided costs.but notes that ancillary-~ervices.are not listed among the 
factors and that charging.intermittent QFs -for,ancillary ·services- is not allowed. NCSEA Initial 
comments ~t 4 7-49. 

Moreover, NCSEA contends-that the Astrape Study is·deficient in several ways. First. the 
Astra¢ Study viewed Dec's and DEP's service territories as islands and not connected to 
ne_ighboring grid' systems. Citing to ,the Energy Imbalance Mark.et,(EIM) in the western United 
States, NCSEA argues that regional cooperation among utilities was •a key factor in reducing 
integration costs.and curtailment and had;been successfully adopted in other parts of the United 
States. NCSEA Initial Comments at 36-42. 

In his,aflidavit NCSEA witness Beach agrees with the C9nc"ems about the Astrape Study 
expressed by SACE witness· Kirby, and he also raises,several other deficiencies. In addition to 
supporting the potential for increased solar penetration and -integration cost savings through 
adoption of an· EIM, witness Beach·,argucil that the Astrape,Study appears to _asswne that future 
solar resources-will be "must-take'1 with no flexibility in dispatching-them and with no ability for 
the solar projects to provide ancillary. services such as load following. Witness Beach indicates 
that utility-scale projects have demonstrated-the capability to provide ancillary services, including 
upward regulation and load following. He also· faults the Astrape Study for not modeling 01e 
priiri_ng of solar and storage projects; Witness Beach asserts that th_e usc -;,f storage will reduce 
substantially the variability of solar output_·and become a· firm source capable of providing a variety 
Of ancillary services. Beath Affidavit al'5. -

Witness Beach additionally urges the Commission not tO appl"Ove the integration services 
charge as proposed·by Duke.·arguing that the integration benefits ofsolar QFs outweigh the costs. 
He argues that Duke failed to analyze and quantify proposed avoided transmission and distribution 
capacity costs associated with integrating solar resources onto Duke's distribution systems. 
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Witness Beach suggests that QF generation can reduce peak loads on.the utilities' trarumission and 
distribution systems, allowing the Companies lo avoided capacity-related transmission and 
distribution costs. Witness Beach also asserts that an offsetting adder or increase-in avoided.costs 
is appropriate to recognize that the integration of zero-variable cost output of wind and solar 
resources into wholesa.Je power markets can suppress market prices, thereby benefiting _utilities 
and customers. He also argues that the integration services·charge should not be applied in any 
case when a solar project. includes significant storage; Id. at 6, 19-21. 

In its_ Reply Comments Duke addresses NCSEA's argwnents-that an integration services 
charge, in general, is inconsistent with PURPA and prior·Commission decisions. Duke explains 
that FERC's implementing regulations expressly acknowledge that startdaid avoided cOst rate's 
may differentiate among QFs USing various tcchn,ologies based o_n their supply characteristics. 
Additionally, prior CommiSsion orders acknowledge growing operational ·challenges due to 
non-dispatchable and intermittent resources, and specifically directed the Utilities to consider 
dispatchability, reliability, and other factors in determining avoided costs. Therefore, Duke 
responds that the consideration of increased-ancillary seivice costs due to increased penetration of 
solar QFs through establishment of an integration services charge applicable only to solar 
generators reasonably and appropriately adheres to FER C's regulations implementing PURP A and 
the ·Commission's priOr avoided cost-orders. Duke also points, out that other state commissions 
have similarly established wind- -and solar-only integration charges as separate charges from 
avoided ·energy ·rates. Duke also rebuts NCSEA's argument that establishing the integration 
services Charge in this proceeding violates the prohibition on single-isslle ratemaking, explaining 
that while Duke agrees that general rates charged by a utility should be set in a general-rate case 
proceeding, this standard is irrelevant in this case where the rates to be established are rates paid 
by the utilities to QFs under PURPA. Duke argues that_estab-lishing th_e integration services charge 
is well within the Commission's authority under N.C.G.S. § 62,.I 56(b)(2) as part of the State's 
implementation of PURP A. Duke Reply Comments at 80-86. 

In response to parties' technical-concerns regarding the Astrape Study, Duke reiterates in 
its Reply Comments that the proposed ,integration services charge is a conservative first step in 
incorporating the appropriate integration price signal Tor intermittent ·solar resources on Duke's 
syst~m. Specific to parties' concerns over the Astra¢ Study modeling DEC and DEP as islands, 
Duke explains that the Public Staff's and witness Kirby's assumptions that Duke can rely upon 
external market ass is tan~ from other BAs, V ACAR Reserve Sharing Group members, or transfers 
of non-firm energy under Duke's Joint Dispatch Agreement- to meet regulation reserve 
requirements on a_real-time, intra-hour basis is incorrect: In response to NCSEA!s critiqtie that the 
Astrape Study is flawed because intra-hour interchange. of power could potentially l>e achieved 
through "regional cooperation" in the form of.an EIM, Duke States that DEC and DEP· are not 
market participants in an-Eilvl, and 'that no such-market construct exists.across the entire Eastern 
Interconnect Duke also notes that the Idaho Study, identified by SACE as a reasonably acceptable 
integration study, similarly does not assume thEit regional cooperation exists to manage intra-hour 
volatility, despite Idaho Powc_r participating in the Western ,EIM. Additionally, Duke ran. a 
sensitivity analysis to asswne an unrealistic best-case scenario of full intra-hour-coordination and 
sharing,of load -following reserves between the DEC and· DEP BAs, which· resulted in only a 
modest 15% decrease in the ancillary seivice cost impacts due to the resource sharing benefit being 
included in both the base (No Solar) and change (with solar) cases with the Astrape Study model. 
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In explaining the Companies' actua1 system operations and,presenting these·additional sensitivity 
analyses, Duke supports analyzing DEC and DEP· as islands for- purposes of the model and 
illustrates that it would be unreason¢lle to assume that the Companies could rely upon one another 
or other BAs tci provide the additional ancillary services required to respond to increased 
intennittent solar' penetration in real-time. Duke Reply Comments at 86-94. 

Regarding SACE's critique that the Astrape Study-used only·one year of historic volatility 
t4tta of.the solar portfolio from October 2916 to September 2017 to quantif)' fu~ure volatility, Duke 
explains that the Astrape Study attempted to address how to represent the.aggregated voliltility of 
the·solar fleet as it increases in size on a forward-looking basiS. Noting that SACE witness Kirby 
aptly characterized the Astrape Study as "model[ing] solar sites that do not yet exist and for which 
there.is.no actualdata," Duke states that the question f9r the modeler, then, is whether to assume 
available solar volatility data from operating solar facilities today is reasonably repre_sentati_ve.of 
the volatility that will occur at higher penetrations of solar projects to be installed in the future. 
Duke also'highlights that the Public Staffs comments that "Astrapi; _self-identified the issues with· 
solar volatility and fleet diversity within the report and.made a fair conclusion." recognizes that 
future solar v~latility is m0re uncertain at the significantly higher Plus 1,500-MW· pen~tion 
level, and that it is difficult- to project intra-hour solar volatility for these higher penetration levels 
without-historical data. In other words, and as detailed in.the Astrapi; Study, it is a general principle 
of forward-looking modeling that the further out into the future that results_·are modeled, the more 
_uncertain the results become; thus,.Duke asserts that the Astrape Study is not unreasonable-in that 
its most forward-looking scenario analyzed is the most uncertain scenario produced in the Astrape 
Study. Duke Reply Comments at 102-05. 

In response to the Public Staff's concern regarding the Astrape Study's use, of historic 
vintage intra-hour volatility .data for the period October 2016 to September 2017, Duke explains 
that the data used w.is the best.and most current data available at the time. The Companies·do not 
dispute, however, that use of more current solar volatility data can impact assumptions over-time, 
especially as market conditions around the types-of solar facilities being built in North Carolina 
~volve in the future. For this reason, Duke advocates updating the historic volatility data·biennially 
in future avoided costs proceedings,just as it updates other aspects of its avoided tosts to recognize 
changing resource mixes, load forecasts, and gas forecasts to ensure that the solar resource data is 
up to date and accurate. As discussed above, Duke and the Public Staff agreed in the 
SISC Stipulation to biennially review the integration services charge in future avoided costs 
proceedings·and to cap increases in the integration services charge to mitigate this impact on·QFs. 
Duke Reply Comments at 108al0. 

As to the issue of applying the integration- services charge on an incremental or average 
·basis, Duke explains that applying the charge on an alternative "incremental" basis would unfairly 
burden new solar capacity with the full cost of ancillary services· needed based on ,total solar 
capacity. Duke notes that no party challenged the average cost rate i:le5ign ,or advcicate<l that 
assigning the higher incremental ancillary services costs would be more appropriate; Concerning 
the Public Staffs comments on the integration service charge impacting market participants' costs 
in future CPRE_ RFPs, Duke conten~ .that this is a risk faced by all business owners that can't 
control I 00% of the factors impacting.their business, and that-it isri't unique to solar generators or 
CPRE participants. Solar generators do have an.advantage over other business owners, however, 
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as the.rate-cannot be adjusted without the full review and approvaJ-ofthe·Commission. Duke's 
objective with introducillg this rate is not to burden solar generation with_new charges; instea_d,,the 
integration services charge iS intended to more accurately reflect the costs caused· by the 
characteristics of solar geni:rators on the system and to minimize potential future subsidization by 
ratepayers. Duke Reply Comments at 102-08. 

As to ~ACE witness Kirby's comments ·stating th~t the Astrap~.'St1,ldy inappropriately 
models contingency reserve requirements, Duke states that his argument iS flawed and that he 
incorr~tly siat~ that the SERVM model does not use.contingency reserves where there is a loss 
ofa generator or other reliability issues. Thus, Duke dism,i~ses SACE's criticisms of the Astrape 
Study, explaining that the criticisms were bai,ed upon an incorrect characterization of the 
LOLEru:.xmetric used in the Astrape Stildy. In support of the reasonableness of the Astrape Study,, 
Duk~ presents· an an_!:!_lysis showing that the increme_ntal operating reserves detennined tO' be 
·required by the Astrape Study to integrate increasing penetrations of solar were reasonably 
comparable.to the 2016_ Idaho Study advocated for by SACE ai, a more appropriate ilnd reasonable 
solar integration study to ,be utilized in North Carolina. Duke also -notes that .the Idaho Study 
suggests ,that the probability metric is "relatively immaterial" because the-modeling objective of 
.the Astrape Study is to maintain the system at the same level of.reliability both before and after 
solar is added to the System. In sum, Duke argues that the Public Staff's and other intervenors' 
technical concerns should be dismissed, and that the Astrape Study reasonably and accurately 
Ca1culated the solar integration-costs·applicable to-QFs, resulting in a reasonable and appropriate 
solar integration charge of$1.10/MWh for DEC and $2.39/MWh for DEP. Duke Reply Comments 
at 93-110, 113-15. 

ln·his reQuttal testimony Duke witness Snider emphai,ized that while SACE witness Kirby 
and NCSEA witness Beach continue to chaJlenge certain technical aspects.of the Astra¢ Study, 
there is no dispute amongst the expert witnes~es that the integration of uncontrolled, intermitterit, 
and variable solar generators is causing Duke to ,incur increased ancillary services cos.t and, 
that - absent an appfOp_riate charge being established - such Costs will continue to be recovered 
from customers; Tr. vol. 2, 136-37. 

In response to NCSEA witness B~ch's position that the Commission should recognize 
that future solar generators will be more· controllable and that battery storage c~ reduce or 
eliminate integration costs, witness Snider testified,that the Commission must not loSe sight of the 
fact that any "benefit" to the grid is; in fact, limited.to eliminating the intermittency and volatility 
caused by the solar QF generator's operations that are creating these incremental costs.in the first 
place. To address the potential for solar generators.to reduce or elim-inate their" increased·ancillary 
services.costs On the.system, witness Snider stated that Duke·and the Public:Staff agreed in the 
SISC Stipulation to thc-Cori.1:rolled;Solar Generator option, which would allow innovative QFs to 
avoid these charges. Witness Snider a]so noted that future cl!anges to the design.and operational
characteristics of"the solar fleet actually irutalled in No·rth Carolina can be addressed in future 
biennial reviews and updates to the integration services charge. Witness Snider also rejected 
Witness Beach's• recommendation that the integration services charge should not be approved 
without recognizing purj:)orte_dly offsetting "benefits" of integrating solar· generation. Uri.like the 
reduced line losses actually avoided by distribution-connected QFs, which Duke continues to 
recognize in qui;!fltifying avoided energy costs, the categories of oosts identified by Witness Beach 
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are speculative and not real costs that will be avoided from QF purchases. Therefore, they do not 
offset the actually quantified increase in ancillary services costs caused by solar QF generators; 
accordingly, witness Beach's reasoning for opposing the integration services charge should be 
rejected. Tr. vol. 2, 139-41, 146-47. 

Witness Snider further opposed NCSEA witness Beach's position that the Commission 
should consider an ancillary services market like the Western EIM to enable QFs to provide 
ancillary services. First, he stated that consideration of an EIM market is beyond the scope of this 
limited PURPA proceeding and is highly unlikely to occur before the next biennial avoided cost 
proceediilg, when Duke propose to next review and update the integration services charge. In the 
interim, Duke will continue to incur increased ancillary services costs associated with integrating 
solar generators into the DEC and DEP systems; the integration services charge assures that the 
costs of these incremental ancillary services requirements are recovered from the solar generators 
who are the cost causers versus from retail customers. Witness Snider also questioned whether an 
ancillary services market enabling third party QF developers to make new investments to provide 
such ancillary services could provide the cost-savings benefit lo customers advocated by NCSEA 
in light of the.fact that the Duke-owned fleet has sufficient available capacity to meet the relatively 
limited additional ancillary services requirements (26 MW in DEC and 166 MW in DEP) 
identified as currently needed to manage the incremental volatility of QF solar resources. 
Establishing a new ancillary services market would not benefit customers as they would continue 
to pay for the Duke fleet as well as new resources procured through a market or competitive 
solicitation to provide the ancillary services. Witness Snider also highlighted that the Conlrolled 
Solar Generator provisions-of the SISC Stipulation provides solar QFs pricing signals to,evaluate 
the "market opportunity" to make incremental investments that could enable Duke to avoid 
incurring the increased ancillary services requirements caused by the. uncontrolled volatility and 
intennittcncy of their ope~.tions. Tr. vol. 2, 142-45. 

Witness Wintcnnantel highlighted in rebuttal testimony that collaboration between Duke, 
AstrapC, and the Public Staff had resolved each of the Public StnfT's previous concerns,. and that 
the Public Staff now supports the methodologies and assumptions underlying the AstrapC Study. 
He then responded to SACE witness Kirby's argument that the LOLEFLEx metric inappropriately 
requires the system to maintnin enough ramping capability to match five-minute load ran1ps in all 
but one period every ten years, reiterating that SERVM models the DEC and DEP systems 
assuming perfect foresight for the next five-minute time step, meaning that net load is fro7.en and 
generators arc.allowed to catch up to load. Given this perfect foresight, the SERVM model should 
attempt to carry enough reserves to match the five-minute ramps-in all but one period in ten years; 
however, in reality, operators never have perfect foresight, so many five-minute balancing 
deviations are expected to occur every year. If Astrape had added reserves consistent with the 
largest five-minute unexpected solar deviation in ten years, more than 109 MW of load following 
reserves, and more than 354 MW ofload following reserves, would have been required in the DEC 
and DEP Existing plus Transition cases, respectively, rather than the 26 MW and 166 MW 
identified by the SERVM model for DEC and DE?. Tr. vol. 4, 86-88. 

Witness Winlennantel further stnted that the SERVM model is not even capable of 
identifying-the frequency of five-minute balancing deviations, and that the.balancing requirements 
imposed by the NERC CPS I and BAAL standards do not conflict with the 0.1 LOLEr-i.EX metric. 
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Thus, the 0.1 LOLEFI.EX metric is not designed as a measure of a system's compliance with NERC 
CPS I and BAAL standards. However, the NERC balancing standards and LOLEFLEX metric 
should coITCiate, meaning that ifLOLErLEX is allowed to increase substantially, it is expected that 
the NERC CPS 1 and BAAL .standards would be violated more oficn. To further rebut witness 
Kirby's arguments, witness Wintcm1antel explained that AstrapC perfonned additional 
calculations at the request of the Public Staff that demonstrated that if the flexibility reliability 
were measured at 1.0 events per ten years - i.e. the metric was "relaxed" to be "less stringent" by 
being increased ten-fold - the average ancillary service costs would only decrease from 
$1.10/MWh to $1.03/MWh for DEC and $2.39/MWh to $2.35/MWh for DEP, illustrating the 
relative immateriaJity of the reliability level. Therefore, testified witness Wintem1antcl, witness 
Kirby's objection to the ·subjective nature of the LOLEr-1..ux metric was overstated, -and even the 
Idaho Study supported by witness Kirby similarly recognized that the selected reliability level is 
"relatively immaterial" in terms of quantifying integration cost because both the base case and 
change case are subject-to the same metric. Further, witness Wintermantel explained that Astrape 
compared the results of the Idaho Study to the Astrape Study, and that the results were reasonably 
similar. Lastly, concerning the Idaho Study, witness Wintermantel stated .that witness Kirby's 
alternative comparison of operating reserves based on a function of solar penetration is an 
inappropriate comparison and therefore should be ignored because the studies employ two 
different modeling approaches. Tr. vol. 4, 88-97. 

Witness Wintermantel further testified that witness Kirby also incorrectly compared the 
need for load following reserves to one-minute net volatility because load following reserves are 
intended to cover volatility over longer five-minute time steps. He stated that witness Kirby 
incorrectly concluded that modeling DEC and DEP as islands precludes the consideration of the 
benefits of interconnected systems, explaining that doing so would imply that neighboring BAs 
would bear the costs of Duke's integration of solar resources. He further stated that the SERVM 
model implicitly rccognizes·the benefits of participating in an interconnected system by modeling 
reserves in the no-solar ease that arc comparable to-historical reserves. Moreover, solar integration 
studies in other jurisdictions also do not assume that more frequent and larger magnitude balancing 
deviations should be absorbed through interconnections. In response to witness Kirby's concerns 
that an automatic generation control (AGC) tuning effort,undertaken-by Duke's system operations 
staff conflicts with the assumptions made in the AstrapC Study, ·he explained that there is no 
conflict because the Astrape Study does not penalize solar for one-minute movements because it 
is conducted on a five-minute basis with perfect foresight, citing witness Kirby's own statements 
explaining that it is infeasible to actually model NERC BAAL standards in real time. Lastly, 
witness Wintermantel testified that witness Kirby's fommla related to intra-hour volatility lacks 
empirical evidence, and contended that given the uncertainty in an actual diversity benefit of solar 
resources, it is more appropriate to rely upon actual historical data to set ancillary services cost 
rates at the time of the study and to perfonn updates of the study every two years so that the data 
used is the most accurate. Tr. vol. 4, 97-I03. 

Witness Wintermantel further disagreed with NCSEA witness Beach~s statements that 
"there is no evidence that the high penetration of wind and solar resources that the CAISO system 
has integrated in recent years has increased ancillary service cost," citing to CAISO's 2016 Annual 
Market Perfonnance Report stating that ancillary service costs had nearly ·doubled from 2015. 
Witness Wintermantel additionally rebutted NCSEA witness Johnson's claims that AstrapC by 
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modeling one site per grid zone potentially misses diversity across the fleet, explaining.that the 
number of sites modeled would not have a significant impact because Astrape was concerned with 
the intra-hour diversity ·that would not be captured in the hourly solar profiles developed With 
NREL data. In conclusion, wilness Wintennantel disagreed with Witness Johnson's-arguments 
that AstrapC inapprop_riately failed to consider possible configurations which might alleviate some 
volatility, explaining that solar developers were not massaging their configurations to favorably 
affect the integration costs of solar at this time. Tr. vol. 4, 103-07. 

Duke witness Wheeler testified in opposition to arguments by .SACE witness Kirby and 
NCSEA witness Beach that the cap on the integration services charge agreed. to in the SISC 
Stipulation should be set at the average projected integration cost versus. the higher incremental 
level of costs, as agreed to by the Duke and the Public Staff., Witness Wheeler explaim;:d that it-is 
important to first recognize that Duke and ·the Public Staff are not recommending that the inonthly. 
integration services charge rate be set at the higher "incrementa!'?'or marginal cost level because 
the cost is caused by all uncontrolled intennittent generators and will eventually her paid by all 
intermittent generators as the rate is-phased~in with newly executed PPAs. However, the potential 
cost risk to customers during the biennial period as new intennittent generation-is added up to the 
point in time when Duke's ancillary services costs are again reviewed in the next biennial 
proceeding is equivalent to the marginal or "incremental" ancillary services cost associated with 
this added generation. He argued'thetefore,that the integration services charge rate design fairly 
balances generator and ratepayer interests by collecting an average cost rate, while recognizing the 
actuaJ,cost impact of the new intennittent generator- on system costs by using a marginal cost rate 
cap. Tr. vol. 2, 240-41. 

Wilnesscs for the intervenors also challenged the Astrape Study on the basi~·that the study 
was not peer-reviewed by a third party. In response, Duke witness Snider asserted-that the Astrape 
study was made· availabff: to the Public Staff and intervenors in November 2018, providing 
8 months' opportunity to review, and·that the Public Staff ultimately found the study results to,be 
reasonable. Witness Snider also,c)aimed that based on his ten years of testimonial experience, the 
Astrape Study received "more attention than any other study" he could remember in recent history. 
Further,'wilness,Snider noted that engaging third parties Such as the intervenors in.this proceeding 
in a peer review process would not be independent as these parties would have a specific objective 
to minimize or eliminate the integration services charge. Duke wilness Winteqnantel also testified: 
that the technical studies that his consulting tinn conducts for utilities ,and state public utility 
commissions typically are not circulated to additional academic tinns for validation. Finally, 
Public Staffwibless Thomas testified that to the extent the Commission· is inclined to require a 
technical review group similar in structure to the one utilized in the- Idaho Study, its emphasis 
should be on including technical experts and academics, and it WOL\ld not be appropriate to include 
renewable energy developers or their advocates in the process. He concluded, however, that after 
a "thorough i'eview-ofthe Astrape study and.its results," the Public Staff found that the charge was 
reasonably calculated and that it was approprJate to assess that charge at this time. Tr. vol. 3, 11•14; 
tr. vol. 4, 204-05; tr. vol. 6,433; tr. vol. 7, 105. 

In response to questions from NCSEA, Duke witness Wheeler testified that Duke's intent 
was forthe.integration·services charge.to apply to T~che 2 of the CPRE Program; however, the 
Duke witnesses .were unaware of whether the integration services charge would be applied to solar 
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generators contracting to deliver power under the Green Source Advantage Program. ·Public Staff 
witriess Thomas stated that the charge would be considered for an uncontrolled solar generator 
participating in the CPRE and GSA programs, but noted that there were complexities in 
implementing the integration services charge under the CPRE.program and that the charge had not 
been previously discussed in the GSA proceeding. Tr. vol. 2, 290-91; tr. vol. 7, 131-35;.see also 
tr. vol. 2, 350-51. 

Discussion and Conclusions 

PURPA directs the FERC to adopt rules that·require electric utilities to offer_ to purchase 
electric energy from QFs at rates that,(l) shall be just and reasonable to th~ electric consumers of 
the electric utility and in the public interest, and (2) shall not-discriminate against QFs. Further,. 
the statute provides that no such rule·adoptcd by the FERC shall provide for a rate which exceeds 
the incremental cost to the electric utility .of alternative energy. 16' U:S.C. § 824a-3(b). 
"Incremental cost of altcmative energy" means the cost to the electric utility of the electric energy, 
which, but for the.purchase from the·QF, such utility would generate or purchase from another 
source. 16 U.S:C. § 824a03(d). 

The FERC adopted 18 C.F.R. § 292~101, et. seq., to implement these, directives, and 
nothing in these rules requires any electric utility to pay a QF more than the utility's avoided costs, 
or 0 the incremental costs to an electric utility of the electric energy or capacity or both which, but 
for the purchase f['()m the.qualifying facility or qualifying facilities~ such utility would generate 
itselfor purchase from another source." 18 C.F.R. § 292.101(6). 

Additionally, pursuant to N.C.G.S. § 62-156 the Commission is directed to determine 
standard avoided cQst rates for each electric public utility according to standards set forth in 
N.C.G.S. § 62-156(b) with respect to rates paid for energy and for capacity purchased from small 
power producers. With respect to the rates that a utility pays for energy, N.C.G.S. § 62-156(b)(2) 
provides that such rates "shall not exceed ... the incremental cost to ihc electric public utility 
which, but for the purchas~ from a small power producer, the utility would generate or purchase 
from another source." With respect to the rates_ that a utility pays for capacity, 
N.C.G.S. § 62-156(b)(3) provides that such rates "shall be established with consideration of the 
reliability and·availability of the power." 

In the Sub J 40 Phase One Order the Commission stated: 

The Commission agrees that integration of solar resources into a utility's 
generation mix results in both costs and benefits, many of~hich may be appropriate 
for inclusion in a utility's avoided cost calculations. The avoided· costs associated 
wiµi the energy and capacity produced by QFs have already been discussed and arc 
generally applicable to all QFs. Solar QF~. however, may require the consideration 
of additional factors, such as the potential. for avoided and deferred capacity costs 
for transmission and distribution systems, avoided transmission and distribution 
line losses, ancillary services and grid support. The Commission is aware that 
several studies regarding, and methods to calculate· these costs and benefits, .are 
currently under development. ... In light of these developments and the potential 
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for significant amounts of solar generation to be constructed in North Carolina in 
the next few years, the Commission ~etermines that It is premature for DEC, DEP 
and DENC to inclu~e integration· costs and benefits associated with increasing 
levels of solar integration in their service territori~s in the calculation of their 
avoided cost rates. 

Sub 140 Phase One Order at 60. 

In that proceeding Duke presented a study conducted by Pacific Northwest NationaJ 
Laboratory (PNNL Study) that analyzed the opcrationaJ impacts to the DEC and DEP systems ~ 
installed solar generation continued to increase. Duke propo_sed that "integration costs" associated 
with the increased reserve requirements identified in the PNNL Study that result from the increase 
in net load variability due to solar penetration should be taken into account-in calculating Duke's 
avoided energy cost.rates. Sub 140·Phase One Order at 57. The Commission determined that no 
comprehensive evaluation of solar integration costs in North Carolina had yet been undertaken and 
concluded that it was .premature to apply any- selected findings that could be derived from the 
PNNLStudy: 

The Commission finds that, while ultimately it may be appropriate for DEC, 
DEP and·DENC to include the costs and benefits related to solar integrati_on_ in their 
avoided C(}st calculations, sueh inclusion will be appropriate only when both the 
costs and benefits ·have been sufficiently evaluated and reviewed by -the 
Commission so that a reasonable level of accuracy has been attained. Accordingly, 
the Commissio_n_concludes that it is premature for DEC, DEP and DENC to include 
integration costs and benefits associated with increasing levels of solar integration 
in their service tc[]:itorics in the calculation of their avoided cost rates. 

Sub 140 Phase One Order at 61. The Commission foiJnd, however, that it would be "appropriate 
for the costs and benefits attributed to solar-integration as such integration beeomes more pervasive 
to be more fully·evaluated in detailed lritegration·studies." Id. at 8. 

In.the 2016 Sub 148 Proceeding the Commission detennined that the pace and level of QF 
development continuing. unabated posed serious risks of overpayment by utility ratepayers and 
raised concerns as to the operational soundness of the Utilities' electric systems. 2016 Sub 148 
Order·at 15. The Commission also recognized that North·Carolina·was at a "critical.crossroads 
regarding the integration, development, and customer costs of renewable generation, and 
specifically with. regard to QFs powered· by solar energy," noting that instaJled solar QFs on the 
combined Duke systems had rapidly increased from 125.MW in 2012 to 1,600 MW in 2016. 
Jd.,at JS.16. Recognizing the economic and regulatory circumstances facing QFs, Utilities, and 
ratepayers in 2016, the Commission approved a number of modifications to North Carolina's 
avoided,cost framework. The 2016 Sub 148 Order direclcd the Utilities in this 2018 proceeding to 
propose schedules specific to QFs that pr9Vide intennittent,. nmi•di_spatchable power if the 
Utilities' cost data "demonstrates marked differences" in the value of the energy and capacity 
provided by these QFs. 2016 Sub 148 Orderat 98. ln the2018 Scheduling Order, the Commission 
again directed the· Utilities to consider factors relevant to the characteristics of QF-supplied. 
power- specifically intennittent and non-dispatehable power- in ·designing rates to meet 
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PURPA's objectives of appropriately valuing Duke's·incremental costs of alternative energy to be 
avoided from purchasing QF power. 

Duke proposes the integration services charge in response to these directives in an·effort 
to recognize integration costs that Duke is incurring and to appropriately value the energy and 
capacity provided by QFs eligible for Schedule PP. The integration services charge renects the 
impact on operating reserves, or generation ancillary requirements, as increasing-levels of variable 
and non-dispatchable solar capacity continue to be installed on the DEC and DEP systems. Duke 
notes that installed utility-scale Qf solar capacity in DEC.and DEP has continued to increase from 
1,600 MW in 2016 to over 2,300 MW as of September 30, 2018, including almost 1,800 MW of 
uncontrolled PIJRPA solar installed in DEP alone. JIS at 6. 

As a thre~hold matter the Commission addresses NCCEBA and NCSEA's arguments that 
the proposed integration services charge is inconsistent with state and federal law. First, NCCEI3A 
and NCSEA argue that the proposed charge is unlawful "single-issue ratemaking." In their view, 
avoided cost rates are within the tenn "rates" defined pursuant to N.C.G.S. § 62-3(24), and the 
Commission can only revise rates of a public utility in four contexts: (1) a general rate case held 
pursuant to N.C.G.S. § 62-133; (2) a proceeding pursuant to. a specific, limited statute, such as 
N.C.G.S. § 62-133.2; (3) a .complaint proceeding pursuant to N.C.G.S. § 62-136(a); or (4) a 
rulemaking proceeding. Because this biennial avoided cost proceeding is none of those 
proceedings, NCCEBA and NCSEA conclude that the Commission lacks authority to approve the 
proposed -integration services charge. Further, they argue that "nothing in the statutory avoided 
cost mechanism contemplates" the proposed integration services charge or a decrement to avoided 
cost rates. Specifically, NCCEBA and NCSEA argue that N.C.G.S. § 62-l56(b)(2) does not 
authorize a charge that captures a utility's costs that are caused by, rather than avoided by, the 
purchase of electric power from QFs. Duke and the Public Staff urge the Commission to reject 
this view. 

After careful review of the plain text of the relevant statutes the Commission concludes 
that the tenn "rates" as defined in N.C.G.S. § 62-3(24) does not include the avoided cost rates 
established in the Commission's biennial proceedings held pursuant to N.C.G.S. § 62-156. As 
Duke argues, "rates" as defined in Chapter 62 applies to '\wery compensation, charge, 
[etc.] ... demanded, observed, charged or collected by any public utility" for public utility service, 
N.C.G.S. § 62-3(24) (emphasis added), not to the.avoided cost rates paid by electric public utilities. 
The provisions ofN.C.G.S. § 62-156 support this conclusion by its use of the word "rates'' with 
modifiers such as "rates ... established as provided in subsection (b) or (c)," "the standard contract 
avoided cost rates." "rates paid by an electric public utility," and "rates·to be paid by electric public 
utilities." It is a well-established principle of statutory construction that a section of statute dealing 
with a specific situation controls with respect to that situation, as against other sections of statute 
which are general in their application. LexisNexis Risk Data Mgmt. v. N.C. Admin. Office of the 
Courts, 368 N.C. 180, 187, 775 S.E.2d 651,656 (2015)(citing/nre Testamentary Tr. o/Charnock, 
358 N,C. 523,529,597 S.E.2d 706, 710 (2004) and State ex rel. Utils. Comm'n. v. Lumbee River 
Elec. Membership Corp., 275 N.C. 250, 260, 166 S.E.2d 663, 670 (1969)). Therefore, the 
Commission concludes that the more specific statute, N.C.G.S. § 62-156, applies to the 
establishment of the avoided cost rates paid by electric public utilities in this and similar biennial 
proceedings, and not the sections of the Public Utilities Act that apply generally to the 
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establishment or adjustment of rates any public utility may charge for public utility service. 
Accordingly,. the Commission ·further concludes that the doctrine of "single-issue rate making" 
does not apply in this or similar proceedings, and the Commission will continue to establish 
avoided cost rates consistent with the provisions ofN.C.G.S. § 62-156 and the FERC regulations 
implementing PURPA. 

NCCEDA and NCSEA also argue that the integration services charge cannot be approved 
as proposed because the charge would be updated for a QF every two years during its contract as 
a result of the Commission's dctennination of the appropriate calculation in a biennial avoided 
cost proceeding. In support of their argument NCCEBA and NCSEA cite the 201 fr Sub 148 Order, 
where the Commission determined that Duke's proposed two-year reset in the avoided energy 
component oflhe standard offer rate should not be adopted. The Commission finds the following 
discussion from that Order to be illuminating on the issue here: 

The Commission notes that a QF's legal right to long-term fixed rates under 
Section 210 of PURPA is addressed in FERC'sJ.D. Wind Orders. FI;:RC's intention 
in Order No. 69 was to enable a·QF lo establish a fixed contract price for-its energy 
and capacity al the outset of its obligation .... Further, in Windham, FERC 
reiterated Order No. 69 requires certainty wilh regard .to return on investment and, 
thus, a legally enforceable obligation must be long enough to allow QFs reasonable 
opportunities to attract capital from potential investors. Subsequent FERC actions 
or inactions in allowing states to approve short-term fixed rates in standard offer 
PURPA PPAs must also be acknowledged in.resolving the issues in lhis case. 

2016 Sub I 48 Order at 68-69 (citations omitted). 

The Commission 'agrees with NCCEBA and NCSEA and affirms its view of the FERC's 
J.D. ·Wind Orders, Order No. 69, and Windham, as articulated in the 2016 Sub 148 Order for the 
purposes of this proceeding. Like the biennial adjustment in avoided energy rates that was at issue 
in the 2016 Sub 148 Proceeding, the proposed integration services charge that adjusts every two 
years "adds an additional element of uncertainty" to QFs' ''ability to reasonably forecast their 
anticipated revenue, which may make 9btaining financing more difficult than a longer term, 
fixed-rate PPA." 2016 Sub 148 Order at 68-69. Duke and the Public Stuff base their support for 
the adjustment in the integration services charge on the goal of most accurately reflecting the 
ancillary services costs that Duke is incurring and ensuring that its customers are not unfairly 
subsidizing QFs. While a laudable goal, the Commission concludes that this is a goal that must 
yield to the-PURPA mandate to provide QFs a reasonable opportunity to obtain financing, as that 
requirement is understood and has been applied by lhe Commission. Therefore, the Commission 
declines to adopt the proposed adjustment in the-integration services charge and will require Duke 
to implement a fixed integration charge for the duration of the QF's contract and to provide 
sufficient data for Commission review of a similar charge for evaluation in future biennial avoided 
cost proceedings. 

NCCEBA and NCSEA next argue that the proposed integration services charge cannot be 
approved as a "stand-alone charge" because a "third component of avoided cost" is inconsistent 
with FER Cs regulations that require only the purchase of energy and capacity. The implication, 
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in NCCEBA and NCSEA 's view, is that any integration services charge deducted from the avoided 
cost rate would-have to be.calcuJated·as,part of either the avoided energy or avoided capacity rate. 
The Commission agrees with NCCEBA and NCSEAthat the integration services charge proposed 
as a separate line item charge calls into question coinpliance With FERC's regulations requiring 
utilities to purchase e;nergy and capacity from QFs.1 Therefore, the Commission concludes that.the 
reasonably known·and quilntifiablc costs of integrating intermittent solar generation should not be 
approved.as a separate line item ch;yge for the purposes ofthis,proceeding. 

In their finiil legal objection NCCEBA and NCSEA argue that the integration services 
charge cannot be approved as a decrement to Duke's avoided energy rate because the charge is not 
a •~ate" as.defined in 18 C.F.R. § 292.IOl(b)(S), does not involve the sale or purchase of energy 
or capacity, and is not encompassed in the factors to be con_sidered as affecting avoided cost rates 
pursuant to 18 C.F.R. § 292.304(e). Duke and the Public Staff argue that the Commission should 
take a broader view of these regulations. For the following reasons the Commission agrees with 
Duke and the Public Staff. First, the Commission agrees that the FERC's definition of "rate" 
applies to "any price, rate, charge, or classification made, demanded, observed Or received with 
respect to the sale Or purchase of electric energy or capacity, or any rule, regulation, or practice 
respecting any such rate, charge, or classification, and any contract pertaining to the sale or 
purchase of electric energy or capacity." 18 C.F.R. § 292.IOl(b)(S) (emphasis added). 
Significantly, this definition is not limited to prices, rates, or charge~ paid by an electric public 
uiility nor is it JiiTiited to prices, ratt;:s, or charges received by an electric public utility. Conversely, 
"rate" is not limited to prices, rates, or charges received by a QF, nor to prices, rates, or 
charges paid by a QF., Instead, the Commission concludes that "rates" as· defined in 
18 C.F.R. § 292.IOl(b)(S) broadly encompasses all economic transactions between QFs and an 
electric public utility .within.the iinplementation of PURPA and the rules, regulations, practices, 
and contracts involved in such a transaction. Ptoperly established, these rates must, as reasonably 
accurately as possible, approximate economic indifference between a utility's purchase of energy 
and capacity from a QF and supplying the equivalent en·ergy and capacity from another source, 
including self-generation. 2016 Sub 148,0rder at 17. 

Similarly, the Commission concludes that NCCEBA and NCSEA's view of the factors 
affecting rates.for purchase is too narrow. As provided in ts·c.F.R. § 292.304(c): 

In determining avoided costs, the foUowing factors shall, to the extent 
practicable; be taken into.account: 

(1) The data provided pursuant to § 292.302(b), (c), or (d), including 
State review of any such data; 

(2) The availability of capacity or energy from a qualifying facility 
during the system daily and se-asonal peak periods, including: 

1 The Commission Is not prepared to categorically agree lhat FERC's regulations prohibit the approval of any 
rate or chaJEc other than those offered for energy and capacity. For example, the Commis.sion has historically opproved an 
"administrative chaJEe" and a "monthly seller charge" in DEC's and DEP's respectiVe stnndard offer schedule tariffs. 
No party has argued that this charge is unlawful as inconsistent y;jth FERC's regulations, and the Commission does not so 
conclude here. In addition, ifNCCEBA and NCSEA 's prediction comes to pass that including the integration services chwge 
as a d~rement to the avoided energy rate-is frallght with administrative and pioccdural hurdles. the Commission may 
consider revisiting this is.sue in the futwc. 
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(i) The ability of the utility-to dispatch the qualifying facility; 
(ii) The expected or demonstrated·reliability of the qualifying facility; 
(iii) The tenns of any c6ntract or other legally enforceable obligation, 

including the duration of the obligation, termination notice 
requirement and sanctions for non-compliance; 

(iv) The extent to which scheduled outages of the ql)alifying facility can 
be usefully coordinated with scheduled outages· of the utility's 
facilities; 

(v) The ,usefulness of energy and capacity supplied from a qualifying 
facility during system emergencies, including its ability to separate 
its load from its generation; 

(vi) The individual and aggregate value of energy and capacity from 
qualifying facilities on the electric utility's system; and 

(vii)The smaller capacity increments and the shorter lead times available 
with additions of capacity from qualifying facilities; 

(3) The relationship of the availability of energy or·capacity from the 
qualifying facility as derived iffparngraph (e)(2) of this section, to the ability of the 
electric utility to avoid costs, including the deferral of capacity additions.and the 
reduction of fossil fuel use;·and 

(4) The costs or savings resulting from variations in line losses from 
those that would hrive existcd·in the absence of purchases from a qualifying facility, 
if the purchasing electric utility generated an equivalent amount.of energy itself or 
purchased an equivalent amount of electric energy or capacity. 

The provisions of this regulation not only .allow but require the Commission to,consider 
both the costs that the utility avoids by purchasing frrim a QF and the costs that the utility may 
incur, .not otherwise actounted for, as a result of purchases from a QF. Consistent with 
I 8 C.F.R. § 292.304(e), evidence of costs that a utility may incur because·of purchases from a QF 
may be Presented -for review by the Commission (I)' as part of the data provided 
pursuant to 18 C.F.R. § 292.302(b), (c), .or (d); (2) in accounting for the .factors listed in 
18 C,F.R. § 292.304(e)(2); or (3) in taking into account the relationship of the availability of 
energy·or capacity from QFs as derived in 18 C.F.R. § 292.304(e)(2) to the ability of the electric 
utility to avoid costs. This conclusion is consistent with the Commission's determination in the 
2014 Sub l40·Order that it may be appropriate for the Utilities to include the costs and benefits 
related to solar integration in their avoided cost calculations when both the costs and benefits have 
been sufficiently evaluated and reviewed by the Commission so that a reasonable level of accuracy 
has been attained_. The Commission affirms that conclusion here. Therefore, the Commission 
proceeds to weigh the record evidence related to the reasonableness of the accuracy of the 
quantification of the integration services charge and its development as a component of Duke's 
avoided energy rates. 

After careful consideration of such evidence and that no. party .otherwise contested or 
disputed such evidence. the Commission determines that DEC and DEP are incurring increased 
intra-hour ancillary •services costs to integrate the "Existing plus Transition" level of solar QFs 
into the DEC-and DEP systems. Therefore, for reasons discussed above it is appropriate to require 
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DEC and DEP to account-for these costs when calculating the costs and benefits resulting from the 
purchase of energy and capacity from solar QFs. 

In detennining whether the quantification oF·Duke's ancillary services costs is reasonable, 
the Commission finds the testimony of Duke witness Wintennantel, including the Astrape Study 
he sponsored as an exhibit, to be quite persuasive. The independent review conducted by the Public 
Staff, as described by witness Thomas, lends further credibility to Duke's evidence. Further, the 
agreements reached in the SISC Stipulation reflect the give-and-take in negotiations, and the 
Commission finds the testimony" in support thereof to be qi.lite persuasive. Finally, while NCSEA 
witness Beach and SACE witness Kirby have advanced reasonable and well-articulated criticisms 
of this -evidence, the Commission determines that Duke and the Public Staff have adequately 
addressed'these criticisms sufficient to rebut these arguments. In summary, the Commissioil'gives 
weight to the testimony of witnesses Wintermantel and Thomas, and based upon a review of the 
foregoing evidence and the entire record·herein finds thnt the results of the AStrapC Study that an 
additional 26 MW of load.following reserves are required to integrate 840 MW of solar in DEC at 
an average cost of $1.10/MWh, and that an additional 166 MW of_ load following reserves are 
required to integrate 2,950 MW of solar in DEP at an average cost of$2.39/MWh are reasonable 
for use in this proceeding. The Commission further finds that it is appropriate for Duke to 
prospectively apply the·iritegration services charge to all new uncontrolled solar generators that 
commit to sell and deliver power into the DEC and DEP systems·on or after November I, 2018, 
and to any pre-existing solar QF not subject to the integration services charge committing to sell 
to Duke under a new PPA in the future. 

As stated above, however, the proposed adjustment in the integration Services charge 
cannot be approved as.it is inconsistent with FERC's regulations implementing PURPA. Although 
the Commission agrees with NCCEBA and NCSEA on .the legal result, the Commission does not 
agree that the provisions of the SISC Stipulation, which the Commission otherwise has determined 
are lawful and supported by evidence ·of record, should be discarded. The evidence in this 
proceeding demonstrates that the increased ancillary services costs are sufficiently known and 
quantifiable to be impacting the value ofQF-supplied energy and capacity, and the Commission 
has concluded here and in past avoided.cost proceedings that such costs must be reflected in the 
avoided energy or avoided capacity rates established in this and ·similar proceedings. Therefore, 
based upon the foregoing and the entire record hei"ein, the Commission finds that it,is appropriate 
to apply the integration services charge as a fixed amount of$1.10/MWh,for DEC and'$2.39/MWh 
for-DEP during the terni of the contracts for those QFs that establish a LEO during the availability 
of the rates established in this proceeding, and this cost or charge should be included in each 
utility's avoided-energy costs. 

The Commission next determines that the agreement reached in the SISC Stipulation 
aJlowing '1controlled solar generators" the opportunity to avoid the integration .services charge 
through inclusion of energy storage devices, dispatchable contracts, Or other mechanisms that 
materially reduce or eliminate the intermittency of the output from the solar generators should be 
approved. The Commission agrees with the Public Staff and NCSEA's in its Initial Comments that 
where certain QFs have the technical capability to reduce the additional ancillary services caused 
by the operation of uncontrolled solar QFs, such QFs should be able to avoid the integration 
services charge. Inclusion of this provision enables such innovative solar QFs to appropriately 
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avoid the charge, reflects the give-and-take in negotiations between the Public Staff and Duke, and 
sufficiently responds to intervcnors' recommendations. 

Further, as Duke witness Snider testified, allowing such opportunity also reflects 
reasonable cost causation principles; to otherwise require a QF lo pay for increased ancillary 
services that it is notcausing would be unfair and create a disincentive for QFs to seek to avoid 
the charge. The Commission also agrees that having the ability to avoid the integration services 
charge may incentivize the deployment by QFs of battery storage and other technologies that can 
benefit Dukc!s system operators and customers through more coordinated dispatch and operational 
control of intermittent QFs, which, in turn, benefits customers by increasing system reliability and 
reducing costs. The Commission aJso finds persuasive that this may o!Tcr QFs the opportunity to 
adji.Jst their production hours to maximiz.e their financial benefit, which, in a time of declining 
natural gas prices, helps to further ensure the financial viability of North Carolina's renewable 
energy industry. 

The record reflects that the Public Sta!T invested significant time in investigating the 
Astrape Study through discovery, technical discussions with Duke and AstrapC personnel, and 
requests for further post-Study analyses and validation, as well as through a comparison of the 
Astrap~ Study to other recent integration studies across the country. Tr. vol. 6, 409. The 
Commission appreciates the Public Statrs thorough investigation in this regard and _finds highly 
persuasive Public Sta!T witness Thomas' testimony that the Public Statrs undertook review of 
seven integration studies from other utilities to compare methodologies and assess how the studies 
were conducted, including issues.such as whether the utilities wcre·modcled a.~ load islands and 
what metrics were used to evaluate the system impact of intermittent resources. This testimony 
indicates that Duke's propose~ integnition services charge is generally reasonable and within the 
range of other studies. 

Therefore, the Commission finds that it is not appropriate for DEC or DEP to impose th_e 
integration services charge on QFs that qualify as "controlled solar generators" by demonstrating 
that their facility is capable ofopcrating, and by contractually agreeing to operate, in a manner that 
materially reduces or eliminates the need for additional ancillary service requirements incurred hy 
the utility. In making this finding, the Commission has again placed weight on the evidence 
presented by Duke and the Public Staff. The Commission ·agrees with Duke and the Public StalT 
that it is appropriate to allow "controlled solar generators" the opportunity to avoid the integration 
services charge. The Commission also agrees with NCCEBA and NCSEA that such a provision 
should .be submitted for Commission review and approval, and therefore finds that is appropriate 
to require DEC and DEP to file with the Commission proposed guidelines for QFs to become 
"controlled solar generators" and thereby avoid-the integration services charge. 1 

The Commission also finds merit in the Public Statrs recommendation that Duke should 
be required to continue to evaluate the potential benefits provided by QF resources, particul_arly as 
new technologies such as energy storage and smart inverters are incorporated into QF projects in 

1 Subsequent to issuance of the Supplemental Notice Of Decision, as required by Ordering Paragraph No. 4 of 
that order, on November 18, 2019, Duke filed foropproval ilS RequiremenlS for AvoidanccofSISC. The Commission will 
issue an order shortly in this docket allowing parties to comment on Duke's proposal. 
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North Carolina, as well as those existing technologies such as small hydroelectric QFs that may 
have dispatch capability. Therefore, the Commission will direct Duke to provide the Commission, 
in its initial filing made in the 2020 biennial avoided cost proceeding, with an evaluation of 
whether a QF that can sufficiently demonstrate and contractually obligates itself to operate in a 
manner that not only eliminates the need for additional ancillary service requirements, but also has 
the capability to provide those benefits at a lower cost than the utility's own <;onventional 
resources, should be appropriately compensated for those benefits. 

In conclusion, the Commission approves of certain provisions of the SISC Stipulation and 
Duke's integration services charge to be.applicable to all non-controlled solar generators that either 
have committed to sell or prospectively commit to sell to Duke under Schedule PP or negotiated 
avoided cost rates on or,after November l, 2018, until the date that Duke·next files avoided cost 
rates for Commission revie"w in the next biennial avoided cost proceeding. Consistent with the 
agreement reached between Duke and the Public Staff in the SISC Stipulation, the Commission 
will review and update Duke's average and incremental ancillary services costs in the next biennial 
avoided cost proceeding to accurately reflect changes to DEC's and DEP's anciil,ary services costs 
as incremental solar is installed on .the DEC and DEP systems; however, for reasons discussed 
herein, the charge will be fixed for the duration of the contract, as appropriate, for QFs establishing 
a LEO during the availability of the avoided cost rates established in each biennial proceeding. 
The Commission further finds that it is appropriate to require DEC and DEP to calculate avoided 
energy rates that do not include an integration services charge and to include these rates that would 
be available to "controlled solar generators" as a· part. of the tariffs and standard contracts in 
this proceeding. 

Finally, the AstrapC Study methodology used to quantify DEC and DEP's increased 
ancillary services costs and to calculate each utility's integration services charge presents novel 
and complex issues that warrant further consideration. Therefore, the Commission agrees with 
NCCEBA, NCSEA, and SACE that the Commission would benefit from the results of an 
independent technical review of the Astrape Study to inform future biennial avoided cost 
proceedings where similar issues will be reviewed. Therefore, the Commission directs Duke to 
assemble a technical review committee to provide a review of the AstrapC Study. The technical 
review committee shall be comprised of individuals, not otherwise affiliated with Duke or any of 
its affiliates or organizations in which Duke is, a member, who have technical expertise, 
knowledge, and experience related to the integration of solar generation as well as the development 
of complex research, development, and modeling. The committee should include personnel 
employed by the National Laboratories with relevant experience and expertise. The purpose of the 
work with a technical review committee is to provide an in-depth review of the study methodology 
and the model used for system simulations. The technical review committee should provide 
specific comments or feedback,to Duke in the form ofa report, which report is.to be included in 
the initial filing made in Duke's 2020 biennial avoided cost proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 43 AND 44 

The evidence supporting these findings of fact is found in DENC's verified Initial 
Statement and in the testimony ofDENC witness Petrie, Public Staff witness Thomas, and NCSEA 
witness Johnson. 
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Summary of the Evidence 

In the 2016 Sub J48 Order the Commission detennined that_ "avoided capacity calculations 
could send better price signals to incentivize QFs to·better match the generation needs of utilities," 
and required the Utilities to consider refinements to the avoided capacity caJculation and to address 
these refinements in this proceeding. 2016-Sub 148 Order at 56. The-Commission directed the 
Utilities to,consider "a rate scheme that pays higher Capacity payrnents,during fewer peak-period 
hours to QFs that provide intermittent, non-dispatchabl!_! po;oYer, based on each utility's costs during 
the critical peak demand periods." Id. The 2018. Scheduling Order similarly directed'the Utilities 
t6-"file proposed rate schedules that reflect each utility's highest production cost hollts, as well as 
summer and non-summer peak ,periods, with more granularity than the currenLOption A and 
Option B rate schedules." 2018 Schedulini Order at 1-2. 

In response to the Commission's directives DENC in its Initial Statement proposes changes 
to;the rate schedules for both e_nergy and capaeity that offer additional granularity and imptoved 
price signals to QFs to better- match DENC's generation .needs. DENC proposes a revised rate 
structure that includes seasonal capacity rates and non-seasonal on- and off-peak energy rates. 
DENC Initial Statement at 29. 

With regard to capacity rates, DENC bases its proposed capacity peak hours.on,the hours 
when system peak loads historically have occurred, and:when system emergencies are most likely 
to occur. DENC,proposes to allocate capacity costs 50% to the Swnmer season, 40% to the winter 
season, ancj I 0% to the shoulder season, maintaining a slightly higher cost allocation to the swnmer 
months due to the Company's participation in P JM_, which is a summer peaking system. 
Id. at 30-31. 

Consistent with its comments regarding Duke'~ proposed rate design changes, th~ Public 
Staff in its Initial Comments states that the pricing periods proposed in this proceeding are an 
improvement over·the current Option B hours in tenns of being reflective of historical marginal 
energy costs. Nevertheless, the Public Staff believes that energy rate mismatches are still likely 
that could result in QFs potentially being over- or under-paid fotthe energy generated. Public Staff 
Initial Comments at 47-48. As a result, the Public· Staff. proposes its ·own ·seasonal energy rates 
and hours. 

Regarding DENC's proposed seasonal allocation of. capacity payment costs and its 
selection of Capacity Peak-Hours, the Public Staff finds them to be reasonable, but states that the 
reliance on the broader charact_eristics of the PJM region results in ·a misalignment of DENC's 
system with the seasonal allocation and Capacity-Peak Hour, and recommends that DENC evaluate 
alternative seasonal allocation and Capacity Payment Hours that align more directly ,to i!S system 
(as opposed to the PJM system as a whole, which has different capacity needs from a utility 
operating in North-Carolina). Id. at 60, 64. 

NCSEA states that the Utilities do not adequately recognize how costs vary across different 
times of day. NCSEA proposes that 'instead:of the Utilities' ·proposals, the Commission s~ould 
adopt its proposed time-of-day periods, ·as well as an optional, real-time pricing tariff for QFs. 
NCSEA Initial Comments at 28. 
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In its Reply Comments, DENC responds to NCSEA's proposal to incorporate geographic 
price signals that. provide an ec6nomic incentive for QFs to locate in areas that are 
most advantageous to the grid by noting that a QF may choose to sell its power under the 
Schedule 19-LMP tariff that is locationaJ in nature·and has hourly granularity in its market-based 
prices. DENCReply Comments at 25. 

DENC further states that it continues to believe that its original p_roposed energy seasons 
,and peak hours designations are reasonable and appropriate, particularly for the,purposes of the 
standard·offer .. It aJso states that'in subsequent discussions with the-Public Staffpn this issue, the 
Public Staff has recognized that September is appropriately 'included in DENC's summer peak 
season. In addition, DENC notes that'in those discussions the Public StaffhilS proposed expanding 
the "premium peak" summer and winter hours such that there are four premium peak Summer 
hours in the afternoon and four premium peak winter hours, .two' in the morning and two in the 
~vening. As a res Ult of ,these ·discussions, DENC indicates that it is willing to, accept the Public 
Staff's proposaJ, as modified, in the interest of achieving consensus on this issue. DENC notes that 
its initi8.1 _prop()sal, included the afternoon hours on weekdays and weekends in the Energy Feak 
Hours, but under the modified proposal, it will pay on-peak and premium peak avoided energy 
rates on weekdays only. Td. at 22-24. With regard to capacity, DENC states it is .willing to use. a 
45/40/15 seasonal allocation of CT costs, which would continue to reflect DENC's participation 
in PJM and the ~rit s!fong winter peak loads, as well as the shift of May from summer to 
shoulder season for capacity. Jd. at 37. 

NCSEA. witness Johnson testified in favor of real-time pncmg dwi_ng ''extreme 
con.ditions." He acknowledged the Utilities' reply comments on this topic and agreed that the 
Utilities raised practical _ considerations that need to be considered, hut .asserted that those 
considerations do not justify _rejection of his pl'Oposal. He-further stated that DENC's LMP tyiff 
is not as good a solution-as-NCSEA's proposal b~use·ofits linkages to volatile natural gas and 
other energy markets, and instead recommended that the Utilities submit proposed real-time 
pricing rates coitsistent ·with NCSEA.'s proposa] at least six months before the riext biennial 
Proceeding. Tr. vol. 6, 231-36. 

Public Staff witness Thomas testified that the Public Slaff agrees with DENC's,proposed 
rate desigri modifications. He further noted that while the rate design proposals for DENC and 
Duke agreed to by- the Public Staff were nearly identical, the Public Staff supports continued 
consideration of the unique characteristics for each utility in rate d~ign. At the hearing, witness 
Thomas coeftnned that the Public Staff agrees in principal with the energy.and capacity rate design 
presented in DENC witness Petrie's rebuttal-testimony. Tr. vol. 6, 394;·tr. vol. 7, 100. 

DENC witness-Petrie testified that NCSEA witness Johnson's proposaJ to implement real
time pricing "essentially asks for bcith long tenn fixed prices ~d short tenn ·variable prices," and 
w·ould effectively result in "higher-or• pricing - that is, the higher of the known FP rates and the 
potentially volatile LMP rates for a certain number of hours dwing the year. Witness Petrie 
testified that-DENC'believes this type of hybrid pricing is not reasonable.bi;cause it is unfair to 
customers both for the optionality benefits provided to QFs at the expense of customers, as well 
as for administrative coqiplexity. Tr. vol. 5, 47-48. 
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Discussion and Conclusions 

Based• upon the foregoing and the entire record herein, the Commission finds that the 
r~vised rate design changes proposed by DENC and agreed to by the Public Staff are responsive 
to the Commission's directives in the 2016 Sub 148 Order and the 2018 Scheduling Order by 
providing QFs with more granular price signals to incentivize QFs to better match DENC's 
gene_!'3.tion needs. The·Commission therefore will require DENC to fil_e updated rate schedules 
consistent ·with the energy and capacity rate design described in DENC witness Petrie's 
rebuttal testimony. 

With regard to NCSEA witness Johnson's-recommendation that DENC provide a hybrid 
rate that includes some reaJ-time pricing components, the Commission agrees that rea1-time pricing 
~tes for QFs could better align the utilities' avoided cost rates to QF payments, but recognizes 
that such an option must be balanced with the Utilities'.obligations under PURPA to provide a QF 
with the option to.commit to deliver its.power at the utility's avoided cost calculated either at the 
time of delivery or at the time the QF makes its legally.enforceable commitment to deliver energy 
and capacity. The Commission notes thatDENC Continues to make available its Schedule 19-LMP 
rates for QFs, as well as offer- standard, fixed rate contracts under Schedule 19-FP. The 
Commission finds that it is appropriate for DENC to continue to offer its-~chedule 19-LMP as an 
alternative to avoided cost rates derived using the Peaker Methodology, with rates based upon 
market-clearing prices derived' from the markets operated by PJM, subject to the same conditions 
as·approv~d in the Commission's last b_iennial proceeding. 

The Commission further finds that DENC's revised proposed seasonal allocation 
weightings of 45% for summer, 40% for winter, and 15% for shoulder seasons are appropriate for 
use.in weighting capacity value between seasons, as these w·eightings conti_nue-to renect DEN C's 
participation in P JM and"" the recent strong winter peak loads,. .as well as the shift of May from 
summer to shoulder for capacity, and should be.used in calculatingDENC's avoided capacity rates 
in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NO. 45 

The evidence;supporting this finding of fact is. fourid DENC's verified Initial Statement 
and in the affidavit of.NCSEA witness Beach. 

Summary of the Evidence 

DENG describes in its Initial Statement the methodology it used to calculate avoided 
energy costs. under its proposed Schedule 19-FP. DENC' states. that it used the 
PROMOD production cost model.to derive avoided energy costs for Schedule 19-FP, with those 
rates renecting an·adjustment to reflect theJocational value·of energy in DENC's North Carolina 
service area where QFs·are located, plus a fuel hedging benefit and a.re-dispatch charge. DENC 
Initial Statement at 7. DENC states that •it ll$ed the PROMOD output results to calculate the 
levelized on-peak and off-peak Iong-tenn fixed energy rates under'Schedule 19-FP. Id. at 8. 
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Regardjng forward commodity prices, DENC states that consistent with past-practice-it 
developed its avoided energy costs using 18 months of forward market prices, 18 months of 
blended prices, and then !CF 'lntemationaJ prices exclusively starting in month.37 of the forecast 
period. DENC notes that-the Commission found this approach t_o be reasonable in the 2016 Sub 14_8 
Proceeding. Id .. at 8-9. 

DENC·explains that consistent with the Cornmissiori's conclusions in the 2016 Sub 148 
Order, it adjusted the avoided energy costs proposed in Qiis proceeding to reflect the fact-that LMPs 
in the North Carolina area of its service territory continue to be,lower than the LMPs for-the PiM 
DOM Zone. DENC provides updated.data showing the continued diSparity·in LMPs,,lind·states 
that it included the historical average congestion,differentia1s for on- and off-peak periods in its 
caJculation of proposed energy rates; Id. at 9-11'. 

DENC also notes that in,the Sub 140-Phase One Order the Commission determined that it 
is appropriate to recognize 'hedging costs that are avoided as· a ·result of energy purchases· from 
QF generation. DENC explains that in the Sub 140 ?base Two Order the Ccimmission required the 
Utilities to utilize the·Black-Scholes Model, or a similar model, to determine the fuel pri_ce hedging 
value of renewable generation. Consistent with its proposal in the 2016 Sub.148 Proceeding, 
DENC proposes to continue to use.the same Black-Sc_holes Option Pricing Model to detennine 
fuel hedging benefits that was proposed by the Public Staff in the 2014.Sub 140 Proceeding, with 
a resulting .fuel price hedging Value of $0.30/MWh, which was assumed constant for all years of 
the Schedule 19-FP contract../d. at 11. 

In its Initial Comments the Public Staff con.firms that DENC used the' same method for 
ca]cularing its avoided energy costs for Schedule 19-FP as it did in the 2016'SUb 148 Proceeding, 
and states-that it reviewed DENC's,PROMOD inputs and believes that the inputs into the model 
and the output data from the model are reasonable for the detennination ofDENC's avoided energy 
costs in this proceeding. Public Staff lnitial,Comments at 19,_ The Public·staff does.not raise any 
concerns with•DENC's forecasted natural gas prices, and states that DEN C's calculation of the 
fuel hedge.value iS reasonable. Id at 28. 

Ill its" Initial Comments NCSEA states that QFs· displace natural gas-fued generation, 
decrease exposure to volatility in natural gas prices, afld provide a long-tenn physical hedge f0r 
the term of the PP A. NC SEA contends that renewable generation provides a hedge not otherwise 
available in .finan"cial markets. ·NC_SEA as_serts that the Black-Scholes Model asswnes displaced 
gas is re-priced at the prevailing market price five or ten times over a_ ten-year peri~ which,does 
not provide as effective,a hedge.as the-hedge actually provided by a IO-year PPA. NCSEA cites 
studies perfonned in 2013 for Xcel Energy's Public Service of Colorado, which arrived at a 
$6.60/MWh hedge benefit of distributed solar (Xcel Study) and to the 2015 Maine Public Utilities 
Commission's Distributed Solar Valuation Study (Maine Study). NCSEA uses the 0Maine Study's 
method to calculate a ten-year hedging benefit of renewable PPAs in North Carolina using 
NCSEA's proposed gas forecast,-cu.rrent U.S. Treasury yields as the risk-free investments, the 
Utilities' weighted average costs of capital, and a marginal heat rate·of 7,250 Btu/kWh. With this 
method, NCSEA calculates an avoided fuel hedging cost of about $0.007/kWh. NCSEA Initial 
Comments at 21-23. In his affidavit, NCSEA witness Beach reiterates that renewable 
QF generation provides a long-term physical hedge to natural gas prices, and he argues that the 
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,natural gas hedging costs used in the avoided cost rates in the past are too ~ow because they only 
represent the cost to fix gas prices for one or two years rather than the ten-year hedge provided-by 
renewable QF PP As. Witness Beach· also supports the Maine Study's method to calculate hedging 
costs. Beach Affidavit at'4. 

NCSEA asserts that a balanced fundamentals. forecast should be based on (!)the 
!CF forecast utiliwl by DENC, and (2) the new 2019 forecast from EIA. In the alternative, 
NCSEA states that it "would not object to the use of DENC's similar-.forecast method0logj" of 
18 months of forwards transitioning to a fundamentals forecast beginning at 36 months for all of 
the-Utilities. NCSEA Init_ial Comments at 19. In his nffidavit, witness Beach expresses support for 
a forecasting approach similar to that ofDENC, using forward market prices as the forecast for no 
more than the first two years and then transitioning to the average of a set of fundamental forecasts 
by y~ five and using fundamentaJs forecasts from several sources to avoid ·over-reliance on one 
approach. Beach Affidavit at 3-4. 

In its Reply Comments SACE does not specifically critique DENC's calculated hedge 
value and ,acknowledges that the Black-Scholes Model is an-industry-accepted methodology for 
ca.lcUlating fuel hedging costs, but advocates that Utilities use a methodology such as that used in 
the Maine Study to the extent they are able. SACE Reply Comments at 4-5. 

No party objected to-DENC's continued.applica_tion of the LMP adjustment to ifs avoided 
energy rates. 

In its Reply Comments DENC states that the use of the ICF forecast to forecast energy 
prices in avoided cost proceedings bas been accepted by the Commission since the 2012 Sub 136 
Proceeding and that DENC believes the method remains appropriate. In particular, DENC notes 
that ICF forecasts are;repbtable and-respected in the industry, and the EIA f0recast- recommended 
by NCSEA does not provide tailored forward pricing for the mid-Atlantic region in whiCh DENC 
operates,.as do the ICF forecasts. DENC.R.eply Comments at 4-5. 

With regard to hedging, DENC details that use of the Black-Scholes Option Pricing Model 
to determine fuel hedging benefits was thoroughly reviewed and proposed by the Public Staff in 
the 2014 Sub 140 Proceeding. In response ti:> NCSEA and witness·Beach's recommendation ihat 
the va1ue of hedging should be calculated 'based on the cost .of executing hedges-over the full 
ten-year PPA horizon, DENC references· the Commission's finding in the Sub 140 Phase Two 
Order that hedging benefits should only be valued over the hedging tenns actually used by- lhe 
Utilities which, in DENC's case, is approximately 18 to 24 months in the future. DENC explains 
that the Xcel Study iS inappropriate for use in this proceeding because the results are inflated as it 
looked 20 years,into the future using relatively stale-high gas prices. DENC further states that 
when lhe Xcel Study was conducted in -·2013, the forecastei:J natural gas price for 2025 was 
approximately $7.50/MMBtu, while the current forecasted price for 2025 is $4.00/MMBtu. DENC 
also ncites that it is not clear-if the Xcel Study used·the cost ofcall·options to detennine the hedge 
value, and,that it app·ears instead to be a cash-flow discounting exercise that does not accurately 
represent the value_, of reduced natural gas pricing volatility in the future. DENC notes· that the 
Maine Study is similarly outdated, its authors note difficulties with the method and ho_w it reqtiired 
"some simplifying assumptions," and it does not include the possibility of future downward 
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movements in natural gas prices. The resulting hedge value would lead to ·unreasonably high 
energy rates paid to·QFs. Jd. at 6-8. 

In its Reply Comments the Public Staff•stales that in the Sub 140 Phase One Order the 
Commission found that renewable generation provides fuel price hedging benefits and that_ these 
benefits should be valued over terms that are comparable to the Utilities'·h~dging terms. The Public 
Staff also notes that in compliance with the Commis~ion's directive from that order, DENC 
included the avoided fuel hedging -valu~ in its avoided energy calculations. The Public Staff 
disagrees with witness Beach's recommendation that the benefit of the hedge should be calculated 
to approximate the hedge value over~ ten-year term because th~ Utilities rely on hedge,terms.that_ 
are significantly shorter. The·Public Staff states that the .value of the hedge should be calculated 
over a term comparable to,the Utilities' actual natural gas hedge cohtmcts that can be avoided, ns 
proposed by DENC. Public Staff Reply Comments at8. 

Discussiori and Conclusions 

Based upon the foregoing and the entire record herein, the Commission finds.that DEN C's 
proposed avoided energy inputs are reasonable for the purposes of this proceeding. Therefore, the 
Commission concludes that theSe energy inputs should be approved .. With respect to th

0

e fuel 
forec.ist DENC'used in its·n:i,odeling, the Commission agrees that DENC's method of using the 
ICF forecast to forecast energy_prices in avoided cost proceedings, which the Commission has 
accepted Since the 2012 Sub 1~6 Proceeding, continues to be appropriate. No party raised·specifiC 
objections to DENC's approach, and the Commission declines to require DENC to adopt witness_ 
Beach's proposed method for the reasons discussed in DENC's Reply Comments. 

With regard to hedging, in the Sub 140 Phase One Order the Comniission concluded that 
there are hedging benefits associated with renewable generation, arid that it is appropriate to 
recognfae the hedging costs avoided due to ~nergy purchases from QF generation in calculating 
avoided energy costs. Sub 140 Phase One Order at 8, 42~ In the Sub 14Q:Phase Two·Order the 
C0mmission found it appropriate·that the Utilities should calculate these hedging benefits using 
the Black,.Scholes Model or a ,similar. method that values the added fuel price stability gained 
through each year of the tenn of the QF contract. Sub 140 Phase Two Order at 7, 30-3 I. Bosed on 
the. record in this proceeding, the Commission finds that the Black-.:;choles Model or a similar 
method continues to be appropriate to reflect hedging benefits in avoided east rates.- The 
Co!llillission therefore·concludes_-that DENC has appropriately calculated avoided hedging costs 
using the Black-Scholes Model, and accepts as reasonable and appropriate for this proceeding 
DENC's proposed hedging value of $0'.30/MWh, which it assumed constant for all years of the 
Schedule 19-FP contract The Commission declines to accept witness Beach's recommendation 
that the benefit of the hedge should be calculated to approximate the•hedge value over a ten-year 
tenn. The·Commiss.ion continues to find, as. it did in the Sub 140 Phase Two Order, tharhedging 
benefits·shou1d only be valued'over the hedging tenns actually used-by the Utilities, and DENC 
relies on an 18- to 24-month hedge term. Because the Commission continues to find the 
Black•Scholes Model or a similar method tq be reasonable for calculating hedge value, and for the 
reasons ·stated by, DENC, the Commission concludes that the Xcel and Maine Studies are not 
appropriate for USe in determining avoided hedging values for avoided Cost rates in North Carolina 
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FinaJly, based on the evidence presented by DENC updating the ·continued disparity in 
LMPs in its service territory, which no party Contested here, the Commission finds that it continues 
to be appropriate for DENC to include the hiStorical av~rage congestion ·differentials for on- and 
·off-peak periods in its caJculation of proposed energy costs for purposes of this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NO. 46 

The evidence supporting this •finding of fact is contained in DENC's verified _Initial 
Statement and jn the te~timony of DENC witness, _Petrie, Public Staff witness Thomas,-NCSEA 
witnesses Beach and Johnson, and SACE witness Kirby. 

·Sum~ary of the Evidence 

Jn the 2016 Sub _148 Order the Commission concluded that "it is appropriate to require the 
Utilities to consider and·prop0sc additionahate schedules in.the next ?Voided cost proceeding that 
are based upon a consideration of the characteristics of the power stipplied by the-QF and·,not-the 
technology that the QF uses-to·generate.electricity."'2016 Sub )48,Order at 98. The Commission 
directed that with their initial filings in•this proceeding the Utilities address, among.other issues, 
"consideration of a rate design·that considers factors relevant-to the·characteristics ofQF,-supplied 
power that is intennittent and non-dispatchable." Id. at 110-11. The 2018 Scheduling 'Order 
reiterated that directive. 

In its Initial Statement DENC'notes that the addition ofnew'QF generation can have an 
impact in two distinct areas: ancillary services and integration costs. DENC proposes to ~djust the 
avoided energy cost payments to new QFs to reflect the incre;ise in system supply costs, or re
dispatch Costs, caw;ed b~ these generators. DENC defines.re-dispatch costs as the· additional fuel 
and purchased energy c0sts incurred due to the unpredictability of events. that occur dwing a 
typicaJ power system operationaJ day. DENC.sf?tes that as more and·more intennittent generation 
such_.as solar or-wind is added to the grid, the level of uncertainty regarding re-dispatch costs 
increases due to the unpredictable output·of these types·of units caused by changes in cloud cover 
ot changes in wind·speed. DENC clarifies that it is not proposing to·adjw;t avoided.cost rates to 
specifically account for the potentia1 costs or benefits related _to: changes in ancillary services 
"requirements that occur due to increa5ed·Jevels of new QF generation ·on the system. DENC InitiaJ 
Statement ~t 12.:-IJ. 

To caJculate the re-dispatch cost, DENC explairu that·in conjunction with the development 
of its' 2018 IRP ,. it perfonned a simulation anaJysis to detennine the, cost impact on generation 
operati0ns. It used hourly generation data from 26 solar sites currently interconnected to its system 
to•,develop generation profiles for these facilities. DENC' perfonned 'the study at three levels of 
solar penetration to pro\lide a raiige of results, It used the PLEXOS model to detennine an overall 
system cost impact, which it-calculated to be approximately $1.78/MWh, and proposes 10 adjust 
avoided energy payments made-to QFS under Schedule 19-FP by that amount. ,Jd .. al 13. 

In its Initial Comments the Public Staff does not oppose the concept of a re-dispatch ch!lfge 
but makes a number of recommendations_·and; raises certain concerns. First, the Public Staff argues 
that'the avoided energy rate should not be reduced by separately calculated eharges; and·states that 
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a consolidated charge would present diffiCultie§ for tracking costs of compliance with the 
Renewable Energy and Energy Efficiency Portfolio Standard (REPS). The Public Staff 
recommends that DENC collect and admjnister the re-dispatch cosµ. separately from the avoided 
energy rate, similaf'to Duke's approach for the integration services charge. Second, while the 
Public Staff agrees that it'is reasonable to calculate the re-dispatch charge· using solar resource. 
data, as solar is ,the dominant type of intennittent, non-dispatchable QF,:it suggests that 'in the 
future DENC separately calculate the charge specific to each type ofintennittent, non-dispatchable 
QF seeking to interconnect ~o its system. Publi9 Staff Initial Comments at 30-32, 43-46. 

As for its concerns, the Public Staff states that DENC's calculation of the charge, which 
reflects equal weighting of multiple cost c.ategories and solar_ pep.etration scenarios, may not he 
reasonable. More generally, the Public:Staff 9otes the Commission's conclusions in the Sub 140 
Phase One Order,that-inclusion Of costs and benefits related_ to solar integration in the Utilities' 
avoided cost-cafoulations would be "appropriate only when ·both costs and benefits have been 
sufficiently evaluated and reviewed by the Commiss.ion _so that-a-reasonable lev~l of accuracy has 
been attained," Id al 32 (quoting Sub 140 Phase One Order al 60-61). The Public Staff 
acknowledges that some ,costs of-QF energy and c.apacity are less discernable than others, and 
states that it may be appropriate for the Commission to consider evidence from other parties 
regarding what additional costs or benefits can be sufficiently known and verifiable such that they 
should be included in avoided cost rates. Jd .. at 32-33. 

In its Initial Comments NCSEA asserts as it did with respect to Duke's integration services 
charge Uiat the re-dispatch charge-is inconsistent with previous.Commission decisions and does 
not comply with PURPA. NCSEA points to.the Comrnis~ion~s recognition in the Sub 140-Phase 
One Order that it-may be appropriate to reflect the costs and benefits Of integrating solar resources 
into the Utilities' avoided cost c.alculations. NCSEA Initial Comments at 32-33. NCSEA c~mtends 
that DENC's proposed re-dispatch charge fails to comply with the 2016 Sub 148 Orderbecause 
the·charge does nOt take the fonn of a separate rate schedule. NC SEA also asserts that the proposal 
is inappropriately·based on generation technology rather than QF-characteristics, and that DENC 
admits such noncompliance in its Initial Statement. NCSEA als_o argues that the re-dispatch charge 
represents single-issue nitemaking bec.ause it is a ''rate" under-N_.C.G.S. § 62-3(24) and should be 
set during a general rate ~e. NCSEA argues further that the charge is not ·a "rate" under 
18 C.F.R. § 292.IOl(b)(S) because -it does not involve the sale or purchase of electric energy 
Or capacity, and that_ even if it is a rate under FERC rules it is not appropriate -under 
18 C.F.R. § 292.304(e). Id. at 34-35, 47-48. NCSEA also claims that the Utilities fail to accurately 
•capture the effect that wind and solar resources have on, market prices by reducing- demand on 
regional markets for electricity and natural gas, thereby reducing market prices. Id. at 43-45. 

in his affidavit NCSEA witness Johnson,states that refining avoi<Jed cost rates to consider 
the cos~ and benefits associated with integrating solar resources is "not otijectionable, per se,"·but 
takes issue with how the Utilities conducted thriir·respective analyses. He claims. among other 
things, that the Utilities fail'to.take an unbiased approach;only consider negative impacts imposed 
by solar-QFs, and ignore the geographic diversity of solar QFs that-avoids T&D costs. With regard 
to DENC's re-dispatCh charge, in contrast to NCSEA's Own position he does- not oppose the 
concept of a re-dispatch charge itself, acknowledging that "[i]t is reasonable to expect solar 
genetation to inc_rease re-dispatch costs somewhat,- at least under some circumstances; -because 
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Solar generation varies with cloud cover which cartnot be forecast with perfect accuracy." Johnson 
Affidavit at 17-18. He asserts, however, that the propo_sed.$1.78/MWh is too high beca~ DENC 
(I) only partly considered the benefits of geographic diversity-by only relying on 26 individual 
sites for its analysis, ahd (2) improperly weighted the average of multiple co stand solar ·penetration 
scenarios. He presents his own cilculation ·of a re-dispatch charge of $0.69/MWli, based on 
removal of the PJM and generation-only cost categories ofDENC's·re-dispatch•analySis and the 
80:.MW sol~ penetratibn.scenario. /d .. at 18-20. 

In his affidavit NCSEA Witness Beach similarly claims ¢at the re-diSp_atch charge does n_ot 
consider the benefits of integrating QF resources into the system. Witness Beach.also asserts that 
appropriately located QFs will.aUow T&D costs to be avoided, citing an example using-Duke's 
distribution substations to show hqw avoided T&D costs can ~e allocated to-hours ofth_e year using 
peak capacity allocation factors. Witness Beach also asserts a potential market suppression benefit 
of integrating QF power and recommends that the Commission direct the Utilities to study the 
ability of their" T&P system to host distributed generation and storage resources. Beach 
Affidavit at 6-7. 

In its Initial Comments SACE disagrees with DENC's methodology for determining the 
re-dispatch- charge for several •reasons, including using the 80-MW solar penetration ·level and 
averaging the-results of the analysis. Based on these alleged flaws, SACE concludes that DENC 
fails-to adequately support its re-dispatch-charge and that the Commission therefore shOuld reject 
it. SACE Initial.Comments.at 17-18. 

In its Reply Comments DENC-reiterate~ the basis. for its,re~dispatch pf9po~al and states 
that applying the.re-dispatch charge. wi11 help ensure that its customers pay for accurate-avoided 
costs, since without the Charge·custOmers would overpay for QF outpuL DENC explains that in 
the analysis providing the,l,)~is for the proposed c_harge, it gave equal weight to each of the cost 
categories considered, 'Vlhich included all costs~ PJM purchases/sales, pwnped storage 
costs/revenues, and genera_tor ·costs only. DENC states that jt chose solar penetration levels of 
80,MW, 2,000 MW,.and 4,000 MW for the analysis, and describes-the process it usede.to calculate 
the charge-based on tho.Se-leve!S. DENC Reply Comments at 8-11. 

DENC states that while it proposes to apply the re-dispatch.charge as a reduction to the 
avoided energy'rate for purposes Of administrative efficiency, if the Commission agrees with the 
Public Staff that. it should be separated from the avoided-energy rate, DENC. could modify the 
administration of the charge ,to occur- as a separate line item on a QF invoice. DENC also states 
that it is willing to evaluate the potential .for caJculating separate re-dispatch charges for other 
generation typCS in future cases. Id at 9-10. 

DE.NC states that it discussed its proposal with the Public Staff and addressed a number of 
the Public Staff's questions and concerns.-DE~C also.states that-in those discussions, the,Public 
Staff recommended re-calculating the re-dispatch charge without considering an 80-MW solar 
penetration level' and allocating 70% to the 2,000-MW scenario and 30% to the 4,000-MW 
_scenario . .DENC describes these points as representing the Public Staff's remaining concerns with 
the re-dispatch proposal. DENC states.that it continues to believe that the approach it took in the 
simulation analysis with n;:spect to cost category <c111d, solar penetration level selection and 
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weighting to be· reasonable ;and provides arguments in support of those aspects of its original 
approach to calculating the charge. DENC states that it believes it is appropriat_e to weight each 
category equally, as each play:S a major role.in the total re-dispatch cost related to distributed s6lar 
generation. DENC also explains the rationale for including each-of the solar penetration levels and 
for weighting each level equally in the charge c~lculation. DENC concludes, however, that in the 
interest of reaching compromise on the issue and·narrowing down the areas of dispute, it is willing 
to reealculate the i-e-dispatch charge for purposes of this proceeding'with moflified cost category 
and solar penetrali\m scenario- weightings~ result!ng in a ·re-dispatch charge of $0.78/MWh. 
Id. at 12s\4. 

In response to NCSEA, Dffi',lC (irstclarifies that its presentation of the re.;.(lispatch proposal 
does not constitute an admission of.noncompliance_ with the 2016-Sub 148 Order, buf rather makes 
clear that.the proposal is intended to quantify the added costs due to re-dispatching of units caused 
by the interniittency of solar QF outpu~ and- not to. specifically account for potential costs or 
benefits related to changes in ancillary service requirements. DENC also states that in preparing 
the initial filing and d~eloping the re-dispatch, charge proposal, it carefully evaluated the 
Co~ssion's directives in the 2016 Sub 148 Order. DENC acknowledges the Commission's 
directive for the Utilities to consider and propo_se additional rate schedules in the next avoided cost 
proceeding that are based upon a corisideiation of the characteristics of the power supplied by the 
QF and not the technology that the QF uses to generate electricity. DENC states that in-developing 
its.proposal DENC detennined that it would be more efficient, and therefore ben~fit both the QF 
and DENG, to include the re-dispatch proposal in the existing rate schedule rather than to propose 
a separate rate schedule only for intennittent QFs. DENC states,its belief.that QF developers·are 
generally sophisticated entities that can detennine which parts of a standard avoided cost tariff 
apply to them. DENC also notes, however, that it will cbmply with any Commission detenninatjon 
that the_ re-dispatch charge .and other aspects of the proposed standard tariffs applicable tO
intermittent QFs should be reflected in a separate rate schedule. Jd at 15-17. 

DENC further explains_ that the charge was derived based on data associated with the 
'intermitten~ non-disp;:itchable QFs in its service area, all of which at this point in time are.in fact 
solar QFS. DENC notes that while the proposed charge is actually "based upon a consideration-of 
the characteristics of the power supplied by" these QFs (those characteristics being intennittency 
and tmreliability), for purposes ofNorth·Carolina. where almost all intermittent-non-dispatchable 
QF gene!111ion iS solar, there is inevitably an overlap between the cbncepts of "generation 
technology" and "QF characteristics." DENC concludes tha~ practically, these terms present a 
distinction without a difference. DENC notes its willingness to._evaluate tre potential to·calculate 
a re-dispatch charge for other types of intennittent, non-dispatchable QFs in a future proceeding. 
/datl7. 

DENC also-addresses NCSEA's contention th!lt the re-dispatch' charge is a "rate" under 
N.C.G$. § 62,3(24) that should be set during general rate cases pursuant to N.C.G.S. § 62-133, 
and that it is not a "rate" under FERC rules implemen_ting PURP A because it does not involve the 
sale or purchase of electric energy or capacity; As to the fonner, DENC Shows that the re-dispatch 
charge is not a "rate" as that term is contemplated by Section 62-3(24), which contemplates charges 
for services or commodities offered by the utility to the public, as the charge-is not so related, but 
instead reflects the impact to DENC's system ·of intennitten~ non-dispatchable QFs from which 
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DENC is required by law to purchase energy. DENC notes that taken to its logica.J end NCSEA's 
arguinent would nullify N;C.G.S. § 62-156. As 'to the latter, DENC states that the charge;: is valid 
regardless of whether it qualifies as a "rate" W1der 18 C.F.R. § 202'101(b)(5) and explains that it 
is also consistent with the Section 202.304(e) because it properly considered the enumerated 
factors listed in the FERC regulati0n_!,,. /d at 17-19. 

In response,t0 NCSEA's and witness Johnson's contentions regai"ding costs and benefits, 
DENC explains that due to their intermittent nature and concentration in its smalJ North Carolina 
service territory, non-dispatChable._QFs do not allow DENC to avoid T&D costs; due to the 
potential for additional line losses resulting from backfeeding, the 0ppo~ite is-more like,y true. Id 
at 19-21. 

DENC further states.that its willingness to recalculate the re-dispatch charge·con;istent 
with the Public Staff's recommendations should .address SACE's ·concerns with the proposal; 
Id at 21-22. 

In its Reply Comments the.Public Staff presents a Sumrriary ofDENC's proposed charge 
and states that it is not convinced that DENC consid~red the appropriate cost and solar scenarios 
in its re-dispatch charge calculation. The Public Staff disagree.5 with the "no PiM," "no pwnped 
storage," arid "generator cost only" scenarios because,those categories do not represent DENC's 
current operations. The Public .StalT states that while these scenarios may be illustrative of the 
impact solar "might" have on system costs were DENG to leave PJM or decommission.its Bath 
County pwnped.storage facility, they are not appropria_tefor use in specifying a charge to apply to 
non-dispatchable QFS today. The Public .Staff notes that the higher re-dispatch charge ·associated 
with a "No P JM".scenurio indicates the value of being able sell excess energy into the P JM·market 
The Public Staff also• finds the 80-MW solar penetration -scenario to be inappropriate because 
DENC already has several hundred megawatts of s_0lar capacity installed_:_ the 2,000 MW 
scenario is more,likely ill'.the future,due.to·the higher probability that DENC's total system will 
realize this le\'el ofintennittent capacity,-and the,4,000-MW scenario might·be achieved in the 
more distant'future due to Virginia's mandate of increased deployment of solar resources through 
the. Grid Transformation and Security Act of 2018. To address ·these·concems, the Public Sta!T 
proposes·that DENC give 100% weight-to th_e "all costs" eategory and no weight to the other cost 
categories, and give 70% weight to the 2;000-MW solar penetration scenario, 30% weight.to the 
4,000-MW scenario, and none to the 80-MW ·scenario. The Public Staff also notes that the 
re-dispatch charge and Duke's proposed integration services charge may -result in ,recovery of 
overlapping costs, ·and states that to·the extent the Commission approves the broader ?PPlication· 
of these ca.Jculations in future proceedings, it is appropriate for tlie costs to be fully delineated to 
reduce any overlap. Public Staff Reply Comments at 20-23. 

In its Reply Comments NCSEA agrees with -SACE's position that DENC inappropriately 
averages costs associated with multiple solar penetration levels and combinations of_asSumptions, 
which results in an inflated charge. NCSEA also echoes some of the questions _raised by the Public 
Staff in its Initial Comments. NCSEA states its· opposition to any fixed charge that "allegedly" 
offsets costs to the grid due to intermittent QFs, reiterating its position that distribut~ generation, 
including solar, causes a net benefit to the grid and rate payers. NCSEA Reply Comments at· 17-18. 
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In its Reply Comments SACE contends that the Utilities fail to analyze the potential 
benefits of solar integration, and therefore do not comply with the Commission's·.previous•orders. 
SACE also agrees with NCSEA that QFs should.be compensated for the full range of costs they 
allow. the purchasing utility to avoid; including applicable T&D costs. SACE recognizes the Public 
Staff's concerns regarding an integration c_harge's potential impact on REPS and other programs' 
administration if the charge is embedded in the avoided cost rate, but ultimately supports DENC'S 
approach of ·applying the re-dispatch charge, if approved, as a decrement rather than as a 
stand-alone charge. SACE suggests that the Commission could.establish a procedure to remove 
any jntegration charge in,the administration of the·applicable,REPS or other program to address 
this concern. SACE Reply Comments St 13-16. 

In his direct testimony DENCwitness Petrie stated that in the ·2016 Sub 148 Order and the 
-2018 Schedti1ing Order the Commission found rrierit in the concept that evaluation of the Utilities' 
avoided·costs should consider factors such,as,a Qfls capacity, dispatchability and reliability, and 
the value of QF energy and capacity m· establishing avoidaj cost rates. He clarified that DEN C'S 
proposal to adjust the avoided energy coSt payments made-to intermittent non-dispatchable QFs 
under Schedule 19-FP by $1.7&/MWh applied to both standard offer QFs and larger QFs with 
negotiated PPAs. He also clarified that while.the re-dispatc!)·charge is complementary to Duke's 
proposed integratioo services charge, ·the charges are not the same, as DENC and Duke each 
analyzed a different aspect of the impact of resource intermittency on their- respective systems. 
Tr. vol. 5, 15-18. 

Witness Petrie noted that the Public-Staff did not disa~ with the re-dispatch .charge· in 
theory and responded to several of the Public-Staff's concerns an4 recommendations consistent 
with DENC's Reply Comments. He testifietl that·since the filing of initial comments, DENC and 
the Public Staffdiscussed the re-dispatch.proposal, incliJding how the generation portfolios were 
constructed, how the 85 PLEX:OS model runs were used, and othedssues_ ralsed by the Public 
Staff, which resolved most of the Public Staff's.concerns. With respect fo Public Staff's remaining 
concerns regarding the weighting of cost categories and-selection of solar penetration weights, as 
it notes in its Reply Comments DENC is -willing- to re-cylcµlate· the re-dispatch ch~ge with 
modified cost ~tegories and solar penetration scenarios·. as recommended by the Public Staff, 
resulting in a $0.78/MWh re-dispatch charge. Tr. vol. 5, 19-22. 

Witness Petrie responded to NCSEA's contention that the re-dispatch charge failed to 
comply with_the 2016 Sub· 148 Order. He stated that the.re-dispatch charge is compliant with the 
2016 Sub 148 Order's statement to "consider and propose additional rate schedules" because 
DENC did consider proposing new rate schedules, but detenninCd that in the interest of efficiency, 
the re-dispatch charge should be included in the existing rate schedule. However, if the 
Commission determines that the re-dispatch, charge and other aspects of the proposed standard 
tariffs applicable to intennittent QFs should·be reflected in a separate rate schedule, DENC w_ill 
comply with that detennination. Witl! respect to NCSEA's assertions regarding the focus on 
generation technology, he stated that the re-dispatch-charge is based on data associated with the 
intermittent, non-dispatchable QFs in DENC's service area, all of which are solar QFs. Therefore, 
•there is an inherent overlap between the. concepts of "generation technology" and "QF 
,characteristics," and for DENC's pwposes those tenns present a distinction without a-difference. 
Tr. vol. 5, 22-24. 
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Witness Petrie stated that NCSEA and SACE's concerns regarding the actual derivation of 
the re-dispatch charge shou1d be addressed by DENC's willingness to recaJculate the charge as 
recommended by the Public·Staff. He also responded that DENC did account for both costs and 
benefits associated with .distributed· solar generation-fo its re-dispatch analysis-as well as in the 
basic avoided ~nergy rate. He testified that the macro benefits to new s9lar generation, including 
zero fuel cost for solar generation, displacement ofDENC o\1/Jled generation, and PJM·purchases 
during daytime hours, and the related fuel price hedge be·nefit were reflected in"lhe production cost 
modeling and in the-separate hedge value adder to;the·energy rates. He noted that DENC has-not 
observed any benefits-with respect to system dispatch and minute.,.to-minute opcrationaJ control of 
the·grid from the addition of intermittent resources,.such as solar QFs, tO its system that are not 
already accounted for in the avoided energy costs. Tr. vol. 5, 24-25. 

Witness Petrie aJso responded to NCSEA witness Johnson's contentions regarding 
geographic diversity, explaining that .the QFs evaluated for-the re-dispatch analysis are in fact 
geographically dispersed throughout DENC's service area, including North .CarOlina; He siated 
further, however, that the North Carolina portion ofth!].t service area is relatively smaJI, with very 
limited geographic diversity as compared to the rest of DEN C's footprint He noted that as a resull, 
the interrnitlency of solar QFs located in No_rth Carolina is not mitigat_ed by their geogr1,1.phic 
diversity throughout DENC's service area. Witness Petrie also clarified thatPJM market purchases 
and sales are accounted for in there-dispatch study, as thePLEXOS model·assiimed DENC would 
sell excess power into PJM during lhe peak hours with higher LMP costs' and make-market 
purchased at low prices. In ca1cu1ating- the re-dispatch cost, DENC netted market purchases 
and sales against -each other, which resulted in a net benefit to the. solar re-dispatch cost. 
Tr. vol. 5, 25-26. 

Witness Petrie concluded by noting that there are 72·solar QFs operating in OENC's North 
Carolina service area, reJ?resenting-approximately 501 MW of solar capacity. Once all.of the QFs 
with which DENC has "\:xecuted PPAs come online, that total will rise to 691 MW, -which 
significantly c_xceeds DENC's 2018. average on-peak load of approximately 525 MW. He Stat~ 
that DENC's proposed re-dispatch charge represents the 'first step in quantifying the costs of 
integrating these large volumes of·solar generation onto its·system, which was first addressed in 
the 2012 Sub 136 Proceeding. He stated that -DENC: will continue to work on this issue, but for 
purposes of this bienniaJ period believes that the re-dispatch charge is fair to both QFs and DENC's 
re_tail electric customers because it will provide energy.payments to QFs that better reflect DENC's 
actual avoided·energy costs. Id. at 27~28. 

In his testimony-Public Staff witness Thomas described the re-dispatch charge as reflecting 
the deviations· from the Optimal di_spatch· order of DENC's fleet of dispatchable generation, units 
due to fluctuations in the output of interrnittenl, non-dispatchable resources. He stated that- similar 
to,the changes in dispatch order caused by load certainty, the.uncertainty of intennittent, non
dispatchable energy resources causes units to be dispatched out of least-cost dispatch order on an 
hour-to-hour basis, leading to increased fuel and purchased ·energy costs that arc passed· on to 
tatepayers. He also noted that unlikeDuke's method of calculating the integration services charge, 
DENC's method of calculation does not measure system reliability. Tr. vol. 6, 373-74. 

124 



GENERAL ORDERS - ELECTRIC 

Witness Thomas testified that the re-dispatch charge is a reasonable attc;mpt to quantify the 
costs incurred by intermittent generators ·but rioted that the Public Staff identified potential 
concerns with the charge as proposed. He noted-the Public Staff's.suggestion ofan alternate set of 
weightings resulting in a re-dispatch charge of $0. 78/MWh, which the Public Staff believes better 
reflects the DENC system and actual costs·incurred.,He argued that including cost scenarios such 
as the "no PJM" scenario inapprOpriately·excludes.benefits provided by solar QFs due to DENC's 
member:sliip in ·PJM. He acknowledged DENC's willingness to recalculate the charge with the 
Public Staff's recommended weightings. He recognized that the re-dispatch charge and Duke's 
integration· services charge attempt to quantify .different aspects of integrating ·intermittent 
generation and use different approaches but based on the Pub1ic'Statrs review of these proposals 
stated that there is likely some overlap betwee.n them. /d .. at-374-76. 

In their comments filed in this proceediI;ig, the Public Staff and NCSEA discuss whether 
or not solar QF's with battery storage capability should ·be subject-to Duke's·proposed integration 
services charge. The SISC Stipulation provides, in •part, that certain QFs would be exempt the 
integration-services charge if they can operate the facility in a maimer that "materially redtices the 
need for additional ancillary service requirements," as determined by Duke, to inclu~e battery 
storage, dispatchable contracts,. or other mechanisms. In his testimony, Public Staff witness 
Thomas testified that the Public Staff believes that certain .technologies, such as-energy storage, 
could if operated appropriately reduce Or eliminate the interrnittency of solar generator output, and 
reco_mmende<l that tC? the extent a QF can materially demonstrate that it does not impose additional 
ancillary costs on the system, -it should not be subject to the integratiQn services charge or, "to a 
lesser extent," the re-dispatch charge. Id. at 3 76-81. 

NCSEA-Witness Beach testified generally oil the re-diSpatch charge together with the Duke 
integration services charge. Witness _Bea"ch recommended that the Gommission not adopt either of 
these proposed charges and asserted that- any cost to integrate solar resources ·wiII be offset by 
benefits·ofthese resources that he contended the Utilities have not recognized. Tr. vol. 5, 112. 

In his testimony SACE witness Kirby asserted a lack of detail supporting.the·re-dispatch 
charge calculations; and he contended that DENC did not include an analysis of the. benefits of 
solar projects. He also, however, testified that DENC's.agreement to remove the 80-MW solar 
penetration·scenario from its analysis ~d to SQlely use the "all Costs" category for its re-dispatch· 
charge analysis instead of averaging all four of its priginally proposed cost categories helped 
alleviate his concerns on these fronts. Tr. vol. 5, 208-10. 

In his rebuttal testimony, DENC witness Petrie testified that .DENC- remains willing to 
accept the Public Staff's recommended modifications to the re-dispatch charge calculati9n and 
resulting charge of $0.78/MWh for purposes of this proceeding. He noted that while NCSEA 
witness Beach generally recommends rejection of the· re-dispatch charge, he does not offer any 
specific critiques of the charge itself. To the extent .witness Beach's claims that the utilities did not 
properly COnsid~r aild quantify the benefits of solar in presenting their proposed charges were made 
with ~pect to DENC, witness Petrie referenced his direct testimony and DENC's Reply 
Comments and testified that DENC has properly .considered both· costs and benefits in both the. 
avoided cost rates and the re-dispatch Charge. Tr. vol. 5, 37-40. 
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Witness Petrie also disagreed with any characterization of the ·charge as a "penalty." He 
stated that DENC's avoided energy costs are·based-on the difference in.system· production costs 
b~tween a PROMOD model case without incremental QF energy deliveries and a case with a 
100' MW flat block of zero-cost QFenergy added to the system. He stated that because QFs do not 
deliver the same amount,qf energy every hour (i.e., they are intennittent and fuel limited), the rates 
derived from those model results should be adjusted to re0ect-lhe cost impact of the QF generation 
profile. He stated that the re-dispatch charge represents that adjustment, which improves the 
accuracy of the avoide~ energy rates and_ accounts.for the way that the rates~ calculated from 
the modeling results. With-regard to SACE, witness Petrie-reiterated'that DENC did Consider the 
benefits of solar facili!ies interconnected to its sy~em but noted that DENC's willingness to 
recalculate the re-dispatch appeared to mitigate witness Kirby's concerns. Tr. vol. 5, 37-39. 

FinaJly, witness.Petrie addressed the Public Staff's suggestion that to the extent a QF can 
materiaJly demonstrate that it does not impose additionally ancillary services costs on the system, 
it should not be subject to re-dispatch charge. He stated that although the addition of battery storage 
may potentiaJiy smooth the QF's output during certain hours, the shape Of.the energy Output during 
the middle of the day, in between charging in the morning and discharging in the evening; wilJ still 
exhibit a considcrable·amount of volatility;. which the.re-dispatCh charge would accotint for. He 
noted that DENC has yet to study the.actual effect of a-battery on output,which would need to be 
caJculated to detennine _any appropriate discount to the re-dispatch charge. He therefore argued 
~hat-the recalculated $0.78/MWh charge should apply-to aJI solar QFs in this biennial period and 
be Updated as appropriate in future proceedings based on further modeling to analyze th~ impact 
of new solar QFs co~locating battery storage at their facilities. Tr. vol. 5, 4042. 

At the hearing, SACE witness_Kirby-recommended rejection of the re-dispatch charge.until 
it is recaiculated based oh both the·cost and benefits of integrating solar. DENC witnes_s-Petrie 
clarified iri response to questions from counsel for SACE that in developing the re-dispatch eharge, 
DENC-focused only on rC-dispatch·costs and not ancillary services,.arid that he could not speak to 
whether Duke's integration services charge reflected some element of re-dispatch costs. He aJso 
clarified' that DENC has no intention of double-counting re-dispatch• costs, and that he expects 
DENC in the future to conduct a more comprehensive study that- accounts for anc_illary service 
costs .. He aJso testified, and reiterated upon questioning :by the Commission; that there are 
conceivable circumstances where it would· be appropriate to not apply.the re-dispatch charge to a 
QF-,that has installed battery storage. Witness Petric aJso agreed in response to questions by counsel 
for the Public Staff that the re-dispatch charge could decline in the future., DENC witness 
Billingsley clarified in response to.questions from SACE counsel that i_fapproved the•re-dispatch 
charge would apply prospectively,only, including to QFs that renew their PPA.s;afier the initiaJ 
tenn has concluded. Tr. vol. 5, 80-82, 92-94, 100°03, 215. 

Discussion and' Conclusions 

Based upon the foregoing and the entire record herein,. and 'for reasons similar to those 
discussed in other sections of this Order with respect to Duke's proposed integration services 
charge, the -Commission finds that DENCs proposed re-dispatch charge, as modified to be 
$0.78/MWh, is reasonable for purposes of this proceeding. 
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As with Duke's proposed integration services charge, no party presented evidence to 
contradict that DENC is experiencing re-dispatch costs associated with the integration of 
intermittent, non-dispalchable QFs on its system. NCSEA witness Johnson specifically 
acknowledged that it i_S reasonable Jo expect solar generation to increase re-dispatch ·costs 
somewhat, at least under some circums~ces, due to the variability of solar generation caused by 
clouO cover. With-the exception of witness.Johnson, NCSEA and SACE ·ol)pose the re-dispatch 
charge proposal, but do not present evi~ence to contradict it, particularly given DENC's agreement 
to recalculate the charge consistent with.the Public Staffs recommendations. Given the evidence 
presented. the Commission concludes that the charge, modified as agreed-to by DENC, should be 
accepted for purposes of this p~ceeding. 

For reasons similar to thOse details above, the Commission conclud_es that the re-dispatch 
charge complies with PURP A and FER C's regulations implementing PURP A, N.C.G.S. § 62-156, 
and the Commission's orders issued in biennial avoided cost proceedings. As directed in the 2016 
Sub 148 Order DENC has p'ri>posed an adjustment to its rates to account for the characteristics of 
intenninent, non-dispatchabkQFs. 

The Commission is not_persuaded by the comments and testimony Offered.by NCSEA and 
SACE that DENC did not consider benefits as well as costs in developing the re-dispatch charge. 
The Commission finds DENC's filings and particularly witness Petrie'.s .t~timony highly 
persuasive on this point. DENC has already reflected certain benefits.of solar, including hedging 
value, in the underlying avoided energy cost rate. Moreover, the re-dispatch charge does, as shown 
by DENC's testimony.and other eyidence,presented~ reflect benefits as well-as costs. In contrast 
to intervenors who advocate for. rejection of t,he re-dispatch charge, DENC ·provided data 
Supporting the charge·based. on· solar generation located on its own system. Evidence presented 
relating to the New Englarid!!SO, .for example, is not relevant to this.proceeding. For the reasons 
stated above, the Comm~ion-alSo declines to accept witness Beach's. suggestion ,to direct. the 
Utilities to study the ability of their T&D system to host distributed· generation. 

ln addition, the Cofl}mission concludes that the re-disp~tch Charge complies with PURPA 
and FERC's regulations because the re-dispatch charge reasol)ab\y approximates utility 
indifference. With regard to DENC's approach to calculating the re-dispatch charge, the 
Commis~ion concludes that.the use of the re-dispatch-analysis from the 2018 IRP was-~onable 
and appropriate .. The anal)'sis was based on actual historical data-from solar facilities existing on 
DENC's system, which ~as analyzed over 85 model runs in vari9i.Is-scenarios to develop the 
charge. In sum, the Commission finds that D~C has made a·substantial and wt;ll-supported effort 
to comply with the Commissfo11's directive, which is augmented by DENC's willingness to 
re-calculate the charge consistent with the Public Staffs recommendations. The resulting 
$0.78/MWh charge is .close· to the $0.69/MWh c_harge that witness Johnson calculated as an 
iUustrative alternative. DENC has indicated that the charge represents its first step in quantifying 
the costs of integrating large volumes -of solar PV generation onto its system, and that it will 
continue-to evaluate these costs and benefits going forward. The calculation was made using the 
best infonnation available at the time, . but with further evaluation and refinements, as well as 
further changes in the development ofQF. projects, DENC acknowledges that it could decline in 
future proceedings. The Commission therefore agrees wilh witness Petrie that for.purposes ofthi~ 
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proceeding the re-dispatch charge is fair to both QFs and DENC's retail electric customers because 
it will provide payments to QFs that better reflect DENC's avoided costs. 

The Commissioff recognizes the discussions regarding a potential overlap between the 
costs being borne by each utility·that DENC's re-dispatch charge ani:I Duke's integration services 
charge arc intended to recover. In -this proceeding, .each utility has taken its own approach to 
evaluating and quantifying the costs to its system from intermittent, non-dispatchable.QFs."Should 
DENC propose a revised charge or charges in the next biennial proceeding to address other costs 
to its system resulting from.such QFs, the Commission Will evaluate the reasonableness-of such a 
charge at that time. Finally, DENC acknowledged that there collld be-circumstances where a QF, 
due for example to the addition of a battery, could justify an exception.from the re-dispatch charge. 
As with Duke, the Commission finds it is appropriate to requireDENC to file with the Commission 
a proposed protocol for avoidance of the re-dispatch charge. 

In conclusion, the Commission finds that DENCs proposed re-dispatch charge of 
$0.78/MWh is reasonable for purposes of this proceeding. In the filing of rate schedules that it 
makes in compliance with this Order, DENC should reflect the modified re-dispatch charge of 
$0.78/MWh in its Schedule 19-FP, consistent with the decisions relevant to Duke's proposed 
integration services. charge included in this Order, to the .extent possible. In addition, the 
Commission will direct DENC to file a proposed protocol for avoidance of the re-dispatch charge 
similar to·those protocols required from Duke. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NO. 47 

The evidence supporting,this finding of fact is found in DEN C's verified Initial Statement 
and in the affidavit ofNCSEA witness Johnson. ,, 
Summary of the Evidence 

In its Initial Statement DENC pr6poses to apply annual capaeity,payment.caps that:reflect 
the characteristics of intermittent non-dispatchable resources. DENC notes the 2016 Sub 148 
Order directive that the Utilities only offer avoided capacity payments in years in which the 
utility's IRP shows a need for capacity and that the Utilities should propose schedules 
demonstrating any "marked differences in the value of.the energy and capacity provided·by thes~ 
QFs." 2016 Sub 148 Order at 98. DENC states that because solar and wind generation iS 
intermittent in nature, -the capacity benefit of these resources is not equivalent to .the capacity 
benefit of a conventional CT.unit. DENG provides data supporting th_e lower capacity value offered 
by solar and.wind QFs on its system. Specifically, DENC presents data showing the hourly system 
loads of the PJM DOM Zone on the·peak day from the summer of2018 overlaid with the aggregate 
output from DENCs solar contracts. This data demonstrates- that even under favorable sun 
conditions ·on a hot summer day, these units could not deliver output at their full nameplate 
capacity during the hours when the power was needed most, showing that they do not fully displace 
the operation of dispatchable CT units. DENC-also presents data Showing the hourly system loads 
of the PJM DOM Z<;me On the peak day from the winter of 2017/18 overlaid with the aggregate 
output from DENC's solar contracts. This· data demonstrates that on a peak day in winter 
the capacity value of the solar facilities was nearly zero, again showing that these resources 

',, ' ,, 
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do not displace CT generation at the time of winter morning and evening peaks. DENC Inilial 
Statement at 20-21. 

Based on this.data, DENC proposes an annual payment cap reflecting the capacity value 
of intennittent QFs relative to fully dispatchable CT facilities. DENC clarifies that all QFs, 
regardless of technology, would continue_ to receive the same capacity rates, but the payments 
would be capped on an annual basis for QF resources at levels reflecting the operating 
characteristics and capacity value of these resources. DENC detennined those levels by first 
calculating the lcvelizcd annual capacity value of a new CT, which it explains represents the 
maximum amount that a QF could receive for capacity if it generated at its rated capacity during 
aH of the seasonal capacity on-peak hours, and which it based on 100% of the fixed costs ofa new 
CT during the year that DENC has a capacity need. DENC then multiplied that benchmark capacity 
value of a fully dispatchable CT by percentage factors representing the capacity value relative to 
a CT for solar-tracking, solar-fixed tilt, and wind. These percentage faetors-23%', 16%, and 
13%, respectively -were based on the average output from each of these types of resources 
during the critical peak winter and summer hours. The result is proposed capacity caps of$8.55, 
$5.95, and $_4.83/kW per year for solar-tracking, solar-fixed tilt, and wind, respectively. DENC 
states that once an intermittent Qf reaches the applicable limit for capacity payments on an annual 
basis, the cap would be triggered and the QF would receive no further capacity payments during 
that year of the contract term. Capacity payments would resume at the beginning of the next year 
of the conlract term and continue through that contract year unless and until the point at which the 
annual cap is again reached. Id. at 22-24. 

DENC notes that these caps are consistent with DENC's 2018 IRP and conform to the 
expected value of such facilities in PJM's capacity market. It also argues that they are consistent 
with FERC regulations that allow for the consideration of specific QF characteristics in 
determining avoided cost rates and with the complementary provisions of N.C.G.S. § 62-156. 
DENC explains that by having a single set of capacity rates, all QFs will see the same price signal, 
but application of the caps will allow capacity payments to be tailored to individual QF operating 
characteristics. DENC slates that this would·help ensure that rates paid to intermittent QFs reflect 
their actual capacity value and that eustomers not overpay for these QFs' output. DENC posits that 
this approach achieves the intent of the Commission's directive to consider establishing separate 
rate schedules for intermittent QFs, which is to recognize the limited capacity value of these QFs. 
DENC notes in addition that this approach will result in efficient administration of QF contracts 
by retaining a single set of standard seasonal capacity rates, with the eap applied only to 
intermittent QFs. Jd at 24-26. 

In its Initial Comments the Public Staff objects to DENC's proposed cap. The Public Staff 
notes the steps taken by the Commission and General Assembly in 2017 to reduce the risk of 
overpayment for eapacity to QFs. It also·argues that capacity payments to an intermittent QF will 
inherently be lower than the capacity payments to a dispatchable QF if the seasonal allocation and 
capacity payment hours are accurately chosen,to reflect the utility's seasons and hours of greatest 
capacity need. The Public Staff states that it reviewed generation data from 61 solar facilities 
representing over 430 MW in DENC's 2018 fuel factor proceeding, Docket No. E-22, Sub 558, 
and found that the average capacity factor during the twelve months ending June 2018 was 18.2%, 
with a maximum of 25.1 %. The Public Staff also states that infonnation DENC provided in 
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discovery indicates that the capacity cap would affect tracking solar facilities with a capacity factor 
above 25.8%, which suggests that few QFs would actually hit the.capacity cap. The Public Staff 
cautions, however, that this infonnation is based on existing facilities that may have different 
efficiencies and operating characteristics than newer facilities,eligible for these rates that may be 
constructed with more efficient inverters, more efficient panels, or other factors that may increase 
the output of their system relative to existing facilities. Public Staff Initial Comments at 60-62. 

The Public Staff also-questions DENC's approach of defining- its seasonal allocation of 
capacity need to be consistent with its membership in the PJM market, ~heh the capacity.needs of 
the PJM market as a whole are different from the-capacity needs ofa utility operating in North 
Carolina The Public Staff recommends that- instead of the cap on capacity payments, DENC 
should evaluate alternative seasonal'allocation and capacity payment hours that align more directly 
to DENC's system as opposed to the PJM system-as a whole. Id at 62-64. 

In his affidavit, NCSEA witness Johnson claims that adopting more •accurate .price 
signals as he propo_ses would eliminate the. potential that a QF will be over-compensated for 
capacity and therefore make DENC's proposed annual capacity payment cap W1neccssary. Johnson 
Affidavit at 78. 

In its Reply Comments, DENC explains that the proposed annual cap on capacity payments 
is an administratively efficient way to accomplish two goals. First,.DENC argues that it links IRP 
principles to avoided cost payments. DENC states that it values solar capacity at 2_3% ofnameplate 
:capacity in its IRP, and that the cap accounts for that solar capacity value. Second, the cap provides 
a useful and reasonable way to reduce the risk that customers overpay for capacity beyond DENC's 
actual avoided,costs. DENC acknowledg~s the progress made by House Bill 58_9 and.the 2016 
Sub 148 Order toward re~ucing the risk of customer overpayment, but states that that progress did 
not eliminate the need for the-cap as a useful stopgap to prevent overpayment that could still. occur 
due to potential imperfections in the rate design, peak hours selection, and CT seasonal cost 
allocations. DENC Reply Comments at 38. 

In addition, noting the Public SUl.ff's recognition that its calculated historical average solar 
capacity 'factor was based on existing solar facilities, DENC states that solar t.echnology is 
advancing, and the lower historical capacity factors associated-with existing:units, many of which 
are fixed tilt, may not accurately represent future perfonnance of solar resources, ,which could be 
tracking solar units. ·Given this uncertainty of-new solar QF capacity factor perfonnance in the 
future and·the likelihood that new units will utilize.tracking solai- technology with higher.capacity 
factors, DENC' argues that the capacity payment cap would provide a good safeguard to protect 
customers from overpaying for capacity. Id at 38-39. 

Discussions and Conclusions 

Based upon the foregoing-and the'cntire. record herein, the Commission agrees with the 
Public Staff that DENC's proposed capacity cap, which acts as a limit on payments, is.unnecessary 
if DENC appropriately evaluates and adjust its seasonal allocation ,and capacity payment hours 
based on the specific characteristics of its system. Therefore, the Commission finds that it is 
inappropriate to approve DENC's proposed capacity cap for the purposes of calculating rates in 
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this proceeding, and the Commission will direct DENC to appropriately revise its Schedule 19-FP 
rates to remove the capacity payment limiLs. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NO. 48 

The evidence supporting this finding is contained in DEN C's verified Initial Statement and 
NCSEA witness Johnson's affidavit. 

Summary of the Evidence 

In its initial Statement DENC acknowledges that in the 2016, Sub 148 Order the 
Commission ruled that it would require the Utilities-to "address the PAF and to support their 
recommendations for PAF calculations based on their evidence of peak season equivalent 
availabilities for the utility fleets in total in [their] initial filings" in -this proceeding. DENC 
proposes to use the fleet EA to determine the PAF, which it calculated to be 1.07 and applied to 
its proposed Schedule 19-FP capacity rates. DENC states that the EA represents the availability of 
the unit(s) during the defined period, and accounts for unit unavailability caused ·by 
planned, maintenance, and forced outages. DENC notes that it assumed peak seasons of June, July, 
August, and January-February in its PAP calculation, which PJM considers the critical months 
when system emergencies and perfonnance assessment hours are expected. DENC Initial 
Statement at 32-33. 

In iLs Initial Comments the Public Staff asserts that each utility's PAF should incorporate 
the respective utility's prospective EFOR, and not be based solely on historical availability data. 
It recommends that the Commission direct the Utilities to refile their fleet weighted average peak 
month EFORs using five years of historical data and at least five years of prospective data. The 
Public Staff asserts that the Utilities' historical data supports the use of June through August as 
summer peak months and December through February as winter peak months (and notes that 
DENC excluded December from its winter peak months). The Public Staff acknowledges, 
however,.that DEN C's proposed PAF of 1.07 based on historic operational data is an increase from 
DENC's 1.05 PAF approved by the Commission in the 2016 Sub 148.Order. Public Staff Initial 
Comments at 69-70. 

In its Initial Comments NCSEA states that a PAF is used to ensure that QFs are not 
discriminated against in favor of rate-based generation and that the PAF should consider the 
availability of rate-based generation during all critical peak hours. NCSEA notes that the 
Commission states in its 2016 Sub 148 Order that the availability of a CT is not detenninativc for 
the purpose of calculating a PAF. NCSEA and witness Johnson, in his affidavit, also state that the 
Commission in that order discussed alte_matives for calculating the PAF in future proceedings and 
indicates a preference for consistency between avoided cost filings and other routine filings. 
Witness Johnson notes the peak months used by the Utilities in their respective PAF calculations, 
but he does not oppose DENC's calculation or make a recommendation to the Commission 
specifically regarding DENC's PAF. NCSEA Initial Comments at 30-32. 

In its Reply Comments the. Public Staff slates that although it initially advocated for the 
use of at least five years prospective EFOR data to bring to the forefront the "peak season" concept, 
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subsequent to filing its Initial Comments the Public Staff better recognized the fundamental 
differences between EA and EFOR and the challenges associated with comparing the two separate 
metrics. The Public Staff also recognizes the difficulty of adding a prospective clement to the 
PAF calculation as it would-introduce subjectivity. As a result, the Public Staff proposes that if a 
rate-based melric is applied, the use of three to five years of historic data is appropriate. The Public 
Staff also asserts that an EFOR metric does not properly address other types of outages that can 
occur during a peak season and suggests that other reliability melrics used by NERC such as the 
EUOR or WEUOR could be an appropriate metric that takes into account outages that can occur 
during-peak periods such as forced outages, maintenance outages, and derates. The Public Staff 
states that EUOR removes planned outages from the base calculation and therefore would not give 
a negative indication of utility unit performance during the critical peak seasons. Based on 
discussions with the Utilities, however, the Public Staff rccommends·that the Commission approve 
the initial PAF calculations proposed by·the Utilities in their respective lniti81 Statements, but also 
direct the Public Staff, Utilities, and parties in this proceeding to discuss whether another metric, 
such as EUOR, may be a more appropriate reliability metric to support quantification of the PAF 
in future avoided cost proceedings. Public Staff Reply Comments at 14-16. 

In its Reply Comments DENC opposes the Public Staffs suggestion of the weighted 
equivalent unplanned outage rate (WEUOR) to determine the PAF. DENC states that the WEUOR 
is an obscure metric· that DENC does not calculate and that the EA metric DENC used is more 
appropriate based on the 2016 Sub 148 Order. DENC argues that the PAF should be determined 
based on three years of EA history as that measure provides the most meaningful information 
because it is actual, observable, and recent as opposed to five years Of data which is less relevant 
due-to generation unit changes such as unit fuel conversions. Prospective EA dnta, DENC details, 
would add subjectivity and·unnecessaiy complication to the PAF calculation. DENC supports the 
Public StalT's shift away from using a prospective component in the PAF calculation. DENC Reply 
Comments at 39-40. •· 

DENC also states that the peak periods it used in its PAF calculation correspond with the 
months P JM considers to be the peak months from a system operations perspective, when System 
emergencies would likely occur, and when planned outages would not be scheduled. DENC,states 
that including-December or March in its calculation would mean the majority of months in a year 
would be "peak" months, and that DENC uses these months for planned outages in order to spread 
out the spring and fall outages. DENC argues that including December or March data would 
increase the PAF and unfairly burden electric customers with increased QF capacity costs due to 
the Company's efforts to efficiently plan outages for its generation units. DENC _ states that 
including March and December would also run counter to the Commission's finding in the 2016 
Sub 148 Order where the Commission states that "Public Staff's witnesses use of availability factor 
is flawed because it includes planned outages that a utility intentionally schedules for off-peak 
,shoulder periods when electricity demand is low." DENC Reply Comments at4 l-42 (quoting 2016 
Sub 148 Order at 55). 

In its Reply Comments NCSEA states that the calculation of the PAF should be forward
facing to account for technological improvements. NCSEA Reply Comments at 12. In its Reply 
Comments SACE asserts that based on historical data, the Utilities should include June and 
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September in-their summer peak months and March and December in their winter peak months. 
SACE Reply Comments ut 8. 

Discussion and Conclusions 

In the 2016 Sub 148 Order the Commission directed the Utilities to address the PAF and 
support their recommendations for P AF calculations based on evidence of peak season equivalent 
availabilities for their fleets in total in.their initial filings in-this proceeding. 

Based upon the foregoing and the entire record herein, the Commission finds·that DENC 
hllS satisfied this directive, and that its proposed PAF of l.07 is appropriate for use in calculating 
its avoided capacity costs in this proceeding. Therefore, the Commission concludes that DENC's 
PAF of 1.07 should be approved for the reasons articulated by DENC and the Public Staff. The 
Commission finds persuasive the comments ofDENC and the Public Staff as t_o the value of basing 
the PAF calculation on historical as opposed to prospective data. The Commission also finds that 
DENC's rationale for its assumed peak seasons to be reasonable, as those seasons represent the 
critical months that PJM considers to be the peak months from a.system operations-perspective 
when· system emergencies would likely occur and when planned outages would not be scheduled. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 49-52 

The evidence supporting these findings of fact is found in Duke's verified JIS and in the 
testimony of Duke witnesses Snider and Johnson, Public Staff witness Hinton, and SACE 
witness Glick. 

Summary or..the Evidence 

A part of its Initial Statement Duke includes an amended Schedule PP PPA and Terms and 
Conditions to address modifications to ·a QF Facility that seeks to install battery storage or 
otherwise increase its energy output. Duke,amends the Tenns arid Conditions for new PPAs to 
state that it may terminate or suspend purchases of electricity from the QF .for "any material 
modification to the Facility without the Company's consent or otherwise delivering energy iri 
excess of the estimated annual energy production of the Facility." JIS DEC Exhibit 4 and DEP 
Exhibit 4. The Terms and Conditions do not specifically define the tenn "material modification." 
A material modification is, however, a term defined in the NCIP: 

Duke states that the right to sell power under the pre-existing PPA and standard offer rates 
should be limited .to the QF as configured when it established a LEO and originally entered into 
the PPA. Duke states that adding batteries or other technologies for the storage and later injection 
of energy to an existing QF that has committed to sell power under then-effective PPA rates is an 
example of a material modification that could constitute an event of default resulting in termination 
of the PPA at Duke's election. JIS at 35. Amendments to Section 1.4 of the Schedule PP PPA and 
Section 4 of the Tenns and Conditions.propose to clarify that modifying a QF to increase the AC 
energy output or the delivered DC capacity of the facility would be an event of default. Jd. at 38. 
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Duke specifically amends the terms and conditions to clarify the tenn "Contract Capacity" 
to include the estimated annual energy production of the facility. Duke further states that any such 
increase to the "Contract Capacity" will not be allowed if the QF seeks to retain its pre-existing 
standard offer PPA at "stale and significantly higher avoided cost rates." Id. at 35. Duke believes 
it would be inappropriate to compensate capital investment made today based "on stale avoided 
cost rates that were established many years in the past and which far exceed the currently-effective 
avoided cost rates.'' Id. at 35-36. Acceptance of such modifications would materially increase the 
financial obligations of Duke's customers at rates significantly above the current avoided cost. 

In its Initial Comments the Public Staff agrees with Duke that the increased cilergy output 
of a QF that adds storage should be subject to the rates determined in the most recently effective 
avoided cost docket. Public Staff Initial Comments at 73. The Public Staff states that allowing a 
QF to increase its energy output by adding storage could significantly change the t9tal cost of the 
QF's energy and capacity to the detriment ratepayers if, for example, the facility adds energy 
during on-peak periods as reflected in priortariITs that do not reflect the utility's highest production 
cost hours today. Jd. at 74, fn. I 11. The Public Staff is concerned, however, that Duke's approach 
to requiring a new PPA at current avoided cost rates for the entire facility would disincentivi:zc the 
adoption of new energy storage technologies at existing facilities, which also have the potential to 
benefit ratepayers by allowing the QF to operate it in such a way to provide energy and· capacity 
during periods when the utility faces high-production costs or critical demand. Further benefits 
could include operational controls that may also help to reduce the impacts associated with the 
intermittent, uncontrolled output from solar-only facilities. Jd, at 14, fn. 112. 

The Public Sta IT agrees with Duke that a QF seeking to add any new capability for energy 
output after execution of a System Impact Study (SIS) Agreement or execution of an 
Interconnection Agreement following the Fast Track Process or Supplemental Review pursuant to 
the NCIP should be required to receive authorization from the utility in order to ensure that the 
addition docs not negatively impact the safe and reliable operation of the grid. Id. at 75. TI1e Public 
Staff notes, however, that Duke does not specifically define the term ''material modification" in 
its amendments to the Terms and Conditions. As that term is also used in the interconnection 
proceeding, the Public Staff recommends that Duke define the tem1 explicitly. Jd. at 77-78. 

The Public Sta IT proposes an allemalive approach to separately meter any additional energy 
output from the original facility and compensate the additional output at the then-current 
Commission-approved avoided cost rates without requiring the existing facility to forfeit payments 
under the tem1s of its pre-existing PPA. Id. at 76. The Public Staff·states "that designating lhe 
addition of energy storage at an existing facility as a new and separate facility may result in 
unintended consequences, including loss of eligibility as a standard oITer QF or a FERC-certified· 
QF." ld The Public StalTis also concerned that having multiple PPAs at the same site may result 
in timeframes that do not align, potentially causing confusion regarding QF eligibility Id. at 76-77. 

In its Initial Comments NCSEA states that Duke provides "no limitation-or quantificatiori" 
on its proposed "unilateral authority to void a PPA if a QF increases its annual energy production 
above an estimated production number stated in lhe PPA," and that that "occurs on a regular basis 
for QFs." NCSEA Initial Comments at .55. NCSEA further states that the annual production 
number, which Duke proposed to use as the Contract Capacity, is an estimate that will vary up and 
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down due to a variety of circumstances. Id. NCSEA asserts that it is commercially unreasonable 
to require that_ a QF never exceed its estimated annual energy production without risking 
termination of the PP A. 

NCSEA argues that Duke's proposal violates PURPA's requirement that a utility purchase 
all of a QF's output provided that the QF does not exceed its nameplate capacity. Id. NCSEA 
disagrees with Duke's assertion that the right to sell.under PURPA should be limited to the facility 
that established a LEO and originally entered the PPA. NCSEA states that the CPCN requirement 
was not intended to lock QFs into construction of a facility exactly as described in the CPCN 
application. Id. 

In its Initial Comments SACE states that Duke's changes to the Tenns and Conditions are 
troubling because coupling battery storage technologies with intennittent generation will allow the 
QF to sell energy and capacity at times of greatest value to the utility, grid operators, and 
ratepayers. SACE Initial Comments at 14. SACE further states that Duke's barriers to storage 
deployment discriminate against QFs, create economic inefficiencies, and miss opportunities to 
add value to the grid. Id. 

In its Initial Comments NC WARN disagrees with Duke's changes·to the Tenns and 
Conditions tHat provide for early contract tennination for changes in Contract' Capacity or energy 
output, and states that the proposed amendments would give Duke the ability to deny a QF's 
request to add battery storage to an existing solar project for any reason and without limitations. 
NC WARN Initial Comments at 4. 

In its Reply Comments Duke maintains the position that allowing QFs to add storage would 
disadvantage customers and result in potentially significant additional future•payments to,QFs in 
excess of current and projected avoided costs. Duke clarifies that the changes to the Schedule PP 
PPA and the Terms and Conditions arc due to recent inquiries from developers of operating QFs 
desiring to make new inveslments in their facilities, such as installing additional solar panels, 
replacing existing panels with panels with greater capacity (known as "over-paneling"), or 
proposing to co-locate,battcry storage at a facility, and represent what Duke believes is already the 
case under the existing language-·that Duke will not agree to modifications that will increase its 
and its customers? obligations to purchase· energy at. prior avoided cost rates. Duke Reply 
Comments at 134.-Duke provides a chart depicting various scenarios and the overpayment risk to 
installing storage at existing QFs. Id. at 135, fig. 11. 

Duke proposes to add the following new defined tenn "Material Alteration" to its amended 
Tenns and Conditions to more clearly define what constitutes a material change.to a facility: 

(f) "Material Alteration" as used in this Agreement shall mean a modification to the 
FaC:ility which renders the Facility description specified in this Agreement 
inaccurate in any material sense as determined by Company in a eommereially 
reasonable manner including, without limitation, (i) the addition of a Storage 
Resource; (ii) a modification which results in an increase to the Contract Capacity, 
Nameplate Capacity (in AC or DC), generating capacity (or similar term µscd in 
the Agreement) or the estimated annual energy production of the Facility (the 

135 



GENERAL ORDERS - ELECTRIC 

"Existing Cap_acity"), or (iii) a modification which results in a decrease to the 
Existing Capacity by more than five (5) percent. Notwithstanding the foregoing, 
the repair or replacement of equipment at the Facilily (including solar panels) with 
like-kind equipment, which does not increase Existing Capacity or decrease the 
Existing Capacity by more than five· percent (5%) shall not be considered a 
Material Alteration. 

Id. at 139 (emphasis added). The proposed definition will allow the repair or replacement of 
equipment at a facility with "like-kind equipment" to clarify that developers and owners may 
undertake routine operations and.maintenance and replace equipment if the facility is impacted by 
storm damage. Id. at 139-40. 

Regarding the·Public Staff's recommendation in its Initial Comments to explore separately 
metering battery storage and compensating additional output at the current avoided cost rate, Duke 
states that it does· not support the Public Staff's recommendation to allow amendments to prior 
standard offer PPAs to accommodate the addition of storage for contractual, technological, and 
regulatory policy reasons. First. contractually, Duke believes that a material alteration ofa facility 
would require the consent of utility, and the failure to obtain consent would be a material breach· 
of the contract. Second, from a technological perspective, Duke states that its current metering 
system does not have the capability to segregate or estimate the production ofa solar QF separate 
from a co-located battery storage facility .. Furthermore, if the battery is shifting the time of energy 
delivered it could result in inequities. For example, under the levclized rate concept, there would 
be overcompensation being paid to the QF because there would-be higher deliveries and payments 
in the early years prior to the installation of battery storage when levelized rates are artificially 
high. Third, from a regulatory policy perspective, QFs and their investors have often selected the 
longest possible term of 15-year contracts in order to benefit from locking in higher avoided cost 
rates that arc now projectCd to significantly exceed future avoided costs. Duke believes it would 
be inequitable to allow those facilities to leverage the current contractual relationship to sell more 
energy or to shill energy output in ways that were not contemplated when the contract was entered. 
Id. at 145-46. Finally, Duke states that it agrees with the Public Staff that there would be challenges 
in determining the eligibility for QF status as a small power production facility under PURPA. The 
potential co-location of battery storage with a solar facility raises federal and regulatory policy 
questions that have not fully been answered, including eligibility for 5-MW projects adding 
generation that will increase nameplate capacity of the facility a,; a whole and the potential 
violation of the half-mile rule. Id. at 147-48. 

In its Reply Comments NCSEA states that energy storage is now cost-competitive and that 
there is likely to be substantial deployment before the next avoided cost biennial proceeding. 
NCSEA agrees with the Public Staff and SACE that the proposed additions to the PPA and Tenns 
and Conditions regarding energy storage and increases to energy output arc overly and unduly 
restrictive. NCSEA Reply Comments at 21-22. NCSEA agrees with SACE that the replacement 
of older solar panels with newer solar panels should not be considered a material modification that 
would require the QF to enter a new PPA. Id. at 22. NCSEA disagrees with the Public Staff's 
suggestion that increased energy output be separately metered and compensated at the most 
recently effective avoided cost rate. NCSEA asserts that the fact Lhat a QF could increase its to_tal 
revenue generated through the addition of energy storage is an insufficient reason "to violate the 
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PURPA rights ofQFs." Id. A QF that is already providing electricity to the grid has already met 
the requirements to establish a LEO arid adding energy does not void the LEO. Id. at 22-23. 

SACE slates in its Reply Comments that it agrees with the positions of the Public Staff, 
NCSEA, and NC WARN thilt a number of Duke's proposed amendments to the Schedule PP 
Tcnns and Conditions will likely discourage QF development, including the addition of energy 
storage. SACE states that it agrees with the Public Staff that it is not appropriate for a QF that adds 
storage to forfeit its existing PPA or to characterize the addition of energy storage as a new and 
separate facility. SACE Reply Comments at 17-18. SACE states that it does not consider it 
"appropriate at this time to require existing QFs that-add storage or replace existing solar panels, 
but which do not exceed their AC capacity, to enter into new contracts with new avoided cost 
rates." Id. at 18. SACE believes "[r]equiring QFs to enter into bifurcated avoided cost rates when 
the QF is not exceeding its original AC capacity is inconsistent with PURPA's requirements." Id. 
Furthennore, SACE agrees with the Public Staff that "material modification" is undefined and that 
the tenn should be defined further with stakeholder input for the purposes of avoided cost 
contracts. SACE agrees with NCSEA that material modification is more appropriately addressed 
in the interconnection proceeding and believes that to the extent material modification is used in 
avoided cost contracts that Duke's definition is overly broad. Id. 

On June 14, 2019, the Commission directed the. parties to file testimony specifically 
addressing the avoided cost rate schedule and contract tenns and conditions that would apply when 
a QF proposes to add battery storage. Three specific scenarios were identified for consideration: 
(i) where a QF has established a LEO to sell_power to a utility, (ii) where a QF has executed a PPA 
with a utility to sell its power over a specified term, and (iii) where a QF has commenced 
operations and is now selling the electric output of the facility to the relevant utility pursuant to an 
established LEO and executed PPA. 

Duke witness Snider testified that the proposed changes to the PPA and Terms and 
Conditions arc meant to clarify that operational QFs should not be allowed to modify their 
generating facility in order to increase generation and that to allow that would be "unjust and 
unreasonable. and would result in significant customer overpayment. relative to the incremental 
generation value being put to the grid." Tr. vol. 2, 87. Witness Snider stated that the modifications 
are necessary to protect customers from overpayment at rates that exceed the utility's current 
avoided,cost and that power being delivered today from QFs date.as far back as the 2010 avoided 
cost proceeding, Docket No. E~ I 00, Sub 127. Id. In quantifying the potential impacts to customers, 
witness Snider stat~d that Duke is committed to purchasing the full contracted-for output from 
over 3,600 MW of currently or to-be installed QF generating facilities, "all of which are subject to 
rate schedules approved in Docket No. E~ 100, Sub 140 or earlier vintages." Id. at 88. 

Duke witness Johnson testified that Duke is not making any further changes to the proposed 
PPA and Tenns and Conditions than those modifications proposed in Duke's Reply Comments. 
Id. at 261. He reiterated that Duke·added the defined tenn "Material Alteration" in response to 
comments of the intervenors to more clearly describe what changes or alterations an operating QF 
can make in the nonnal course of operations and to signify when the QF must obtain prior 
authorization from Duke. Id. The addition of a Storage Resource, as that tenn is now also defined 
in the Tenns and Conditions, would be a Material Alteration. Id. at 263. Witness Johnson ·also 
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stated that Duke has clarified in the definition of Material Alteration that any changes, including 
routine maintenance, to existing facilities. will be evaluated in a commercially reasonable 
manner. Id. 

In response to the scenarios presented in the Commissioll's June 14, 2019 Order, witness 
Snider testified that a "committed" QF may not integrate battery storage without first obtaining 
Duke's.consent, and, in all three scenarios, should enter into a riew·or modified PPA at the most 
recent avoided cost rates. Tr. vol. 2, 162-63. He further testified that .. [a]llowing QF inve_stors to 
integrate battery storage systems or any other technology that materially alters a QF's energy 
output or shifts power production-under stale, legacy avoided cost rates Would result in increased 
payments to QFs that exceed curient avoided costs, in direct contravention of PURP A and 
HB 589's standard offer rate requirements." Id. at 166. 

Witness Snider stated that 9nce the LEO is established, both the QF and the utility are 
bound for the duration of the LEO ot the contract. Duke ,believes it is inconsis_tenl with PURP A 
,and State· law for a QF to rely upon ah .existing L_EO to make new investments. Witness Snider 
cited FERC Order No. 69 in its implementation of PURPA, which states that while a LEO provides 
certainty to the QF and_ ensures it is not "deprived of.benefits of its commitment as a result· of 
changed circumstances.'' that-it "can also work to preservc,the bargain entered into by the electric 
utility." Id. at 167. 

DENC witness Billingsley testified' that DENC has not made any changes. to the 
Schedule 19 tariffs-or PPAs to·specifi~lly address.the addition of battery storage. Tr. vol. 5, 58. 
DENC's position regarding aJI three scenarios presented in the Commissfon~s June 14, 2019 Order 
is'that a QF that-seeks to·add storage to a proposed or existing facility that has established a_ LEO 
or entered into a PPA would be required to establish.a new·LEO or execute a new PPA at·current 
avoided· cost rates. Id. Witness Billingsley testified that a QF that-seeks to expand 'its maximum 
capacity or energy production. or to· shift its hours of production under existing rates and terms 
would burden the Company and its customers with newly obligated overpayments at stale avoided 
cost rates: in contravention of PURPA's requirement-that utilities not pay more than their avoided 
Cost for QF output Jd. at 59. The addition of battery- storage would exacerbate the overpayment 
burden that the utility aJready faces, and "contradicts the requirement of.PURPAthat purchases at 
avoided cost rates be fair to both QFs and'lhe utility (and its customers)." Id. 

Witness Billingsley stated·th~t near,y.aJI solar QFs that exe_cuted PP As during the·Sub 136 
and· Sub I 40-vintage biennial periods elected Option B, and that those hours, no longer represent 
the utility's highest capadty vaJue hours. Allowirig existing.QFs to deliver- energy from storage 
during those ·periods with higher capacity payments would be contrary to the, recent movement 
towards more,granular rate design-that would incent QFs to deliver energy during a higher .value 
set of hours. Id. at 62-63. Witness Billingsley, when asked whether some.of DENC's concerns 
would be alleviated if existing QFs were incentiviz.ed to produce energy during the newly proposed 
peak periods, agreed that DENC would like to-send•price signals during peak hours. /d.,at 89. 

Public Staff witness Hinton testified that the Public Staff reviewed the addition of the tenn 
"Material Alteration" and other_changes made to the Tenns_ and Conditions ill_Duke's Reply 
Comments and found that they addressed'earlier concems,raised by the Public Staff arid NCSEA. 
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He stated that the Public Staff is gen~rally supportive of Duke's modifications but emphasized that 
a "degree of reasonableness" is appropriate regarding equipment replacement and repairs made by 
QFs. Witness Hinton testified that it is important that the modifications to the Tenns and 
Conditions do not have the effect of discouraging efficient investments made by QFs, but also 
"recognize that material alterations made without reconsideration of the facility's interconnection 
study, and the avoided cost rates that are applicable ,to the QF, would be inappropriate." 
Tr. vol. 6,321. 

Public Staff witness Metz testified that the complementary function of energy Storage, 
when paired with intennittent generation, can reduce needed system reserves by improving 
predictability of energy output. alleviate other challenges to the electrical grid, and increase th~ 
overall dependable capacity. Therefore, witness Metz stated that it is the Public Staff's position 
that "energy storage coupled with ·solar generation has the potential to provide benefits to 
ratepayers and should be appropriately encouraged and fairly treated." Tr. vol. 6,349. He further 
testified that the challenge to the Commission is how to allow battery storage development with 
both future and existing solar .QF generation and provide its· benefits in a way that is fair to 
ratepayers. Id. at 330. He stated that he agrees with the Utilities that a "QF proposing to integrate 
l,attery sto~ge should: (a) not be allowed to do so without the utility's_ consent; and (b) be required 
to enter into a new or modified power purchase agreement (PPA) at the Companies' then-current 
avoided cost rates." Id. at 331. Witness Metz stated that paying for additional energy and capacity 
at old, higher avoided cost.rates that no longer reflect the actual avoided costs of the utility would 
be·unfair to ratepayers, as they-would "no longer be indifferent between energy supplied by a'QF 
and energy generated by the utility." Id. at 333. However, witness Metz did not agree with the 
Utilities that a QF ·that adds storage or increases output should lose its eligibility for the rates it 
established for its original facility output (contract capacity and energy). Id. at 332. Rather, any 
"additional energy" put to the electrical grid from an already existing QF, whether CQmmercially 
operational or studied as part of the facility's original interconnection request, should be 
compensated at the most current avoided cost rates and schedules. Id. at 349. 

Witness Metz testified that it is possible for a QF to produce "additional energy" without 
adding battery storage by deciding to "re-panel" or"over-panel" to increase.its DC capacity, which 
does not necessarily increase nameplate capacity due to inverter settings and other utility 
equipment limitations. These modifications, however, can result in faster ramp rates and increased 
"clipped" energy. Id. at 334-35. Witness Metz stated that under the proposed definition of Material 
Alteration, over-paneling and re-paneling-would likely not be considered a Material Alteration so 
long as Existing Capacity is not increased. In response to questions by the Commission, witness 
Metz·stated that it was possible to add energy storage without increasing the overall output of the 
facility, but there would have to be validation of certain equipment and contractual terms and 
conditions developed to ensure the Facility's output is not increased. Id. at 433. 

With regard to adding storage and separately compensating the additional energy output of 
the facility, witness Metz testified that there are multiple possibilities to measure the output of 
co-located batteries, but that it would likely require further restrictions of commercial tenns and 
conditions and may prove uneconomical. Witness Metz stated that in addition to engineering and 
technical challenges, impacts on th_e inteTCQnnectiOn queue as well as the applicable contract terms 
and conditions would have to be further considered. Id. at 344. For example, if an existing· facility 
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sought to add battery storage and took the position·.that the storage could be separately measure~ 
a methodology would have to be created to develop a baseline of current output foi compariscm 
purposes and incorporated into the commercial tenns and ·condiiions. Id. at 345. Witness Metz 
proposed a focused stakeholder discussion with _an accelerated timeline to explore and develop a 
deployable energy storage solution for.existing QFs an_d to identify specific challenges that prevent 
the commercial viability of adding energy storage to existing facilities . .Jd.,at 351. 

Ecoplexus· witness Wallace testified that Ecoplexus agrees with the approach 
recommended by the Public Staff in its Initial Comments.to separately meter ahy additional Output 
at i.he then-cum~nt Cqmmi~ion-approved,avoided cost rates without requiring the existing facility 
to forfeit payments, under the tenns of-its current PPA. Tr. vol. 5, 347. He stated that there· are 
multiple methods to measure the energy output of a battery systelf!, including: (i) "transferring 
that data directly from the Energy Management System provided by ,'the battery storage provider 
through network communications onsite;" and (2) "add[ing] a DC meter t6 the Storage output so 
that eller'gy output could be compensated'at the currerit avoided cost rates and separated from the 
pre-existing PPA_." Id, ·zn the first option, the battery management system (BMS) collects 
infonnation in real time and delivers it to thC Energy Storage System (ESS), which processes and 
analyzes the data. BMS and ESSJntegrators pro.vide a cloud-based system for mon~toring, sharing. 
and displaying data. Id. at 347-48. lri the second optiori, a DC meter could be added for each 
storage block in·addition to the AC'revenuc meter·installed at the ~int qf interconnection, which 
will remain in -place. Id. at 349. While witness Wallace stated- that there "are nO ANSI or 
IEEE standards in place for DC-meters/' there are companies "that can mee~ [the] ANSI C12. I 
accuracy specification." Id. Witness.Wallace testified that if.DC energy can be measured_ with 
revenue grade accuracy, a "simple-ratio can be ~culated and used-at the [Utility's] AC meter to 
decipher en~rgy from the array as opposed to energy from the storage system_ to ensure the proper 
rate is as.signed." Id. at 350. Lastly, he noted two otitstanding issues that-would need to be discussed 
and considered collaboratiyely:'(1) a I_lletering and communications Standard, and (2) commercial 
PPA terms, and suggested a stakeholder process with a .fonnal proposal to be submitted to the 
Commission within 150 days. Id. at 351. 

NCSEA witness Norris testified that energy storage will play an ,increasingly significant 
role in enabling "a more affordable, reliable, and sustainable electricity system." Tr. vol. 6, 124. 
He stated that NCSEA and Cypress.Creek.believe that·"it is incumbent upon the Commission,to 
make decisive regulatory interventions to remove barriers to market entry for energy storage," and 
that it is of substantial importance•in this_ State for committed QFs because more utility-scale solar 
is installed in North Carolina than any·other state except·Califomia. Id. at 125. Witness Norris 
testified that "'there is nothing in the standard offer .tcnns and conditions that prohibits a QF from 
making equipment changes that .change the schedule of the output," and "there is nothing in the 
standard offer QF PPA that prohibits or requires _the Utility's consent for,equipment changes." Id. 
at 150. He stated.that "i~ is the view ofNCSEA that committed generators are.fully entitled·to add 
storage under the tenns and conditions:ofthe stan$fd Offer PPA." Id. However, NCSEA offered 
to'· accept the alternative arrangement_'proposed by the Public Staff that output from the·storage 
equipment would be compensated at the·most recently detennined avoided cost rate. /d; at 151. 
However, the avOided cost rate soU:ght by NCSEA is the ten-year avoided cost· rate. Under 
NCSgA's approach, the modified PPA would_also maintain the remainder of the original PPA's 
tenns and conditions, including the remaining PPA tenor. This would properly value the capacity 
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,and will·allow the QF to.attract financing. A five-year a_voided cost rate would "undercut or fully 
eliminate the capacity value of the storage equipment and make it wholly unfinanceable." 
Id. at 147. 

Witness Norris'testified that the.Utilities' position that any committed generator that adds 
storage must terminate its.existing PPA or LEO and seek an (;:ntirely new PPA would ''wholly 
obstruct the addition of storage resources." Jd. at 151. He sta_ted that ratepayers·could benefit.from 
the addition of .storage ·by "including bulk energy time shiftjng, peak capacity deferral, 
interconnection efficiency, .[and] reduced solar curtailment" among oth<::r benefits. Id. at 152. 
Witness Norris also.testified that the addition of battery. storage could smooth the production curve 
in a ~y that could obviate the need for the integration services charge._ Id. at 177. 

Witness Norris disagreed with DENC witness Billingsley's assertion that a QF with a LEO 
under the Sub 136 or Sub 140 tariffs should not be able to deviate from the ~onfiguration Specified 
fo-its CPCN or FERC Form 556 without losing its LEO. Witness Norris stated that if a QF changes 
its.facility,.i~ must file an updated form and inf0rm the Commis.5ion, but that hundreds-of-such 
amendments have been made and approved by the Commission or recertified by the·FERC without 
voiding the established LEO. 

In· his .testimony SACE witness 'Glick 'recommended that the Commission reject -Duke's 
proposed changes to the Terms and Conditions, require Duke to honor existing contracts with QFs 
that integrate battery storage, and develop a modified rate design proposal for existing QFs that 
seek to integrate battery storage. Id. at 287-88. Witness Glick stated that as long as•the QF does 
not.inc~ase its-AC capacity, then "the utility has no reasc:inable basis·"to regulate the-operation of 
individual components·on the operator side of the meter." Id. at 274. 

In j0int supplemental rebuttal testimony, Duke witnesses Snider, Johnson, ·and Wheeler 
reiterated Duke~s position.that a•commiHed·QF propcising to integrate energy storage should not 
be .ible to do,so withQut the u~ility's consent and should enter into a new PPA at currentavoided 
cost rates. Tr. vol..2, 176. Duke witness Shider testified that Duke is not opposed to entering anew 
PP A ·or negotiating a modified PPA if an exi~ting QF.proposes adding storage. Id. Witn_ess Snider 
disagreed with NCSEA that the addition of storage to operating QFs wUI inherently create benefits 
for consumers. Id. a~ 181-82. Witness Sriider stated that under the compromise position,.even if 
"all the complex federal and state regulatory issues, contract law issl}es, and techrucal 
interconnection and metering is.5ues" are resolved, customers will at best only· be indifferent to 
adding storage-because '!it would be pr_ocured from an uncontrolled must-take QF generator being 
dispatched to maximize revenue and being paid at the-utility's full·avoidcd cost value rather than 
at competitively bid prices." Id. at 183. 

Witness Snider further testified that if •the Commission accepts the compromise, the 
QF owner seeking to.add Storage should be required to offer additiorial consideration-that benefits 
customers in exchange for Duke agreeing to modify the existing commitment to purchase. 
1d. at 184-85. With regard to_ NCSEA'S p0sitiQn that the Utilities should offer a standard offer 
avoided cost rate for, additional output from a storage facility of ten years, witness 'Snider stated 
that this is a deviation from the express,requirements of House Bill 589. Id. 
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Duke witness Wheeler stated' that he has several concerns with Ecoplexus' proposal to 
measure energy storage output on the DC side of the power inverter and point of interconnection 
with the Duke sy.Stem. Id. at 147-48. -First, it is Duke's business practice to install metering 
exclusively on the utility's side of the p9int of interconnection; if it is installed on.the QF.side,.the 
QF would have the opportunity to change 'the operation of the equipment without the•utility's 
knowledge or control. Second,.as witness Wallace admits, no ANSI standards currently ex_js1: to 
judge the accuracy of the meter data logger proposed in witness. Wallace's testimony. 
Tr. vol. 2, 147-49. 

Duke witness Jcihnson testified that he disagrees with NCSEA's assertion• that energy 
shifting is currently ·allowed under Duke's avoided cost tariffs. Id. at 202-04. He stated that a 
unilateral change such-as adding storage to a committed facility without obtaining Duke's·consent 
would be an eveni·or default. Id. at 20:t 

ln responsive testimony, Public Staff witness Metz.noted that Duke should' clarify the 
definition of "Material Alteration" by adding a set of commas to make it unambiguous that a 
decrease of onJy 5% would not be considered a material ·alteration whereas.any increase·would be 
a material,alteration. Tr. vol. 5,338, fn. 22. Witness.Johnson testified·that Duke has no objection 
to witness Metz's recommendation'for.the grammatical,clarification. Tr; vol. 2,204. 

In supplemental rebuttal testimony, DENC'witness.·Billirigsley stated, "[T]he Company 
beljeves that allowing the existing solar. generation faCility to continue to receive the original rates 
for which it was eligible while applying current rates to the output from the battery addition, 
appears a reasonable approach."· Tr. ·Vol. 5, 69. He als_o stated that DENC would be willing to 
participate in a working group to address various technological and coinmercial challenges, 'and 
that these issues would need to be studied and addressed before the "compromise approach could 
be fully implemented." Jd

7
at. 69-70. 

Discussion-and Conclusions 

With·"regard to Duke's proposed changes to its Tenns and Cof!ditions, the Commission 
distinguishes between the _two issues in contention' between the parties: (I) whether· regular 
maintenance ofa·.facility or repair after a stOnn 'is a material change that can lead to default of the 
exiSting PPA; and (2) whether upgrading the facility to increase its energy output by re-paneling. 
over-paneling, or co-locating energy storage is a material change that can trigger default of.the 
existing PPA. Duke in its Reply Coinments adds the defined_ tenn "Material Alteration" to the 
Schedule PP PPA and Tenns and Conditions to more clearly define the instances of what is a 
material change that requires the utility's consent, and that .without consent may-lead to.default of 
an existing PPA. 

With·regard to the first issue, the Commission shares the concelJls raised by the intervenors 
and the Public Staff regarding-the tenn "Material Al~ration." The Commission agrees with the 
Public Staff that QFs,often complete maintenance on their facilities that,could increase the energy 
or capacity·such as'replacing existing solar panels with newer panels, or re.paneling, without first 
•obtaining the consent of the utility, and that.this type of maintenance should not trigger a default 
of the existing PPA. The Commission concludes. that Dµk:e has adequatel}'· ad~ed these 
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concerns with the defined term "Material _Alteration" which expressly allows replacement of 
"'like-kind!' equipmentand, provides that materialaJterations will be evaJuated by DEC and DEP 
in a "commerciaJly reasonable manner." 

The Commission'also agrees with Duke, DENC,.and the Public Staff that the right to sell 
power under a pre.:.cx.isting PPA and standanf offer rates should be limited to the facility that 
originally ~tered into·the PPA. The Commission fiµds the.evidence and pQsitjOns· in· opposition 
to Duke and the Public Staff's view· to be unpersuasive. However, the Commission aJso agrees 
with N<;SEA that the CPCN requirement was not intended to lock QFs into the conslri.Jct_ion of a 
facility exactly as described in the CPCN application, and that the Commission has approved 
amendments to CPCNs withoiJt voiding the facility's LEO. As NCSEA argues, those amendments 
are usually limited in scop~ and do not- involve changes to the facility that wouJd require 
reconsideration of the facility~s interconnection study or substantially increase the lifetime energy 
output or revenue potential of the facility. 

For existing PP As, material changes to the capacity of the QF shorild be authorized by the 
utility_. However, as stated above.the evaluation of any material alteration should be treated in a 
commercially reasonable manner. The Commission agrees that regular maintenance'and repair of 
a facility after a stonn, or similar instance_s that occur on irnornial basis,_ should be treated within 
the normal course of operations and should not be considered a change that would allow the utility 
to void the existing PPA. For the reasons articulated by the Public Staff, Qie Commission· finds that 
this modification to the Tenns ,µid .Conditions is reasonable. Therefore, the ·Commission will 
approve the use of these revised Terms and Conditions. 

Turning to the second issue, the Commission agrees with the Utilities and the-Public-Staff 
that it is inappropriate to compensate QFs f9r new capacity, and energy at prior avoided cosf rates 
under contracts .that do not reflect current avoided costs and do not align price signals with the 
highest needed capacity windows. However, the·Commission recognizes the concerns raised by 
several-intervenor-parties and the Public Staff that requiring existing or "committed QFs" to enter 
into a new PPA and forfeit prior, higher avoided cost rates will discourage QFs from adding 
storage, which if allowed under new rate design hours,.-could allow intermittent generation to sell 
energy and capacity at times of greatest-value to the utility and its ratepayers; 

The Commission finds persuasive .NCSEA 's urgument that removing barriers to energy 
storage is particularly:important in North Carolina because the amount of utility-scale solar that is 
already installed·surpasses that of any o~er state except California. The Commission alSo notes 
the testimony of NCSEA's .witnesses that energy storage is now a cost-competitive option, .that 
there is likely to be a substantial deployment of storage before the next avoided- cost biennial 
·proceeding,_ and that energy storage will play a significant role in enabling a more affordable, 
reliable, and s·ustainable electricity system. NCSEA's witnesses further testified that NCSEA is 
willing to accept the "compromise" suggested by the Public Staff to explore se~ely metering 
battery storage and-compensating additional output at the,then-current avoided cost rate. NCSEA 
states though, that this may not be an economically viable alternative at this time and that the 
,Commission would need-to ensure that those QFs received the ten-year avoided cost rate for the 
additional output. The Commission determines that it is premature to resolve this issue at this time. 
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Instead, for reasons discussed further below, the Commission will seek more detailed discussion 
on this issue lhrough·the stakeho_lder process required by this Order. 

The Commission disagrees, ·however, with SACE .that a QF should .be allowed to add 
energy storage and be compensated at prior avoided cost rates for the additional energy added to 
the system not contemplated in'the original·PPA. As stated a~9ve the addition of energy storage 
to an existing QF is a _material change to the tenns of the prior contract and-requires the utility's 
consenL Allowing a QF to ,modify its facility to substantially increase energy output and be 
compensated at prior avoided cost rates would result in significant overpayment beyond-the c_urrent 
avoided cost, which would be unfair to ratepayers. 

The Commission agrees wi_th all the parties that allowing QFs to add-storage at bifurcated 
avoided cost rates raises a multitude of challenging-administrative and regU!atory issues, incli.Jding 
the development of metering and corimiunication standarc;ls and-new commercial PPA terms, .that 
have not been fully·considered in this·procceding. For that reason, the Commission finds that it is 
also premature at this time to decide whether the compromise_position is·appropriate; Rather, the 
Commission finds it appropriate to c~ntinue to investigate the proposed compromise as a potential 
solution to properly encourage the addition of battery storage in-a manner that is.fair to ratepayers. 

The Commission is encouraged by Duke and DENC's willingness to enter a new PPA or 
negotiate a modified PPA if an existing QF proposes adding-storage. The compromise appears to 
be a reasonable approach to resolve the various technological and commercial challenges. Based 
upon the.foregoing and the entire rec0rd herein, the Commission finds that it is appropriate.for the 
parties to further-discuss how to in!egrate storage with ·solar through _a stakeholder process that 
would specifically address the complexities ·of modifying existing facilities that request to add 
capacity through the co-location of batteries. Therefore,·the Cc;,mmission.directs Duke to organize 
a stakeholder group and will require.Duke and_ DENCto·report to the CoJTlJTlission on the·results 
of the process on or before'September 1, 2020: 1 The Commission directs·the· Public Slaff to report 
on ,the organization of-the Stakeholder process, as well as the schedule, ·through an appropriate 
,filing in "this docket within 30 days of the date· of this- Order. The Commission's goal .for the 
stakeholder process is to create a forum to: (a) identify critical issues that are barriers to the 
addition of energy storage t6 existing facilities, (b) develop sc;,lutions that will encourage 
deployment of energy storage,.(c).further identify specific challenges that prevent the:cornmercial 
viability, and ( d) provide certainty_ to QFs that are considering the addition of an energy storage 
.component to their electric generating facili_ties. The stakeholder process should ·be comprehensive 
in.its consideration.of;all use cases for adding an energy storage component to a committed QF's 
electric genera_ting facility. The report-shall address, at a·minimum, the following categories: 

1 ln light oftlii:: present public h~lh emergency resulting fium the iinpactsofCOVID-19, the Commission cfue:cts 
Duke to COnduct lhe slakehOlder group virtually. 
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I. Technology 
(a) Identify the·metering challenges for AC and DC measured systems. 
(b) Propose solutions·for AC and DC measured system~. 
(c) Analyze cost of design and,implementation for both the facility and utility. 
(d)· Identify and quaritify specific· ancillary services that can be pi"Ovided by QFs 

coupled with•energy storage. 

II. Commercial 
(a): Report on what existing commercial terms,and conditions are'preventive barriers 

for implementation. 
(b) Propose s9lutions to remove or mitigate preventive barriers: 
( c) Report on lioW ,to accomplish, billing and payment for separately metered systems. 

III. Regulatory 
(a) Identify and propose solutions to regulatory barriers, including without limitation 

whether the a~dition of energy storage to an existing QF requires an amendment to 
the QF's CPCN or a wholly.separate CPCN for the energy storage facility. 

(b) Propose the appropriate avoided Cost rates and terms of the PPA applicable to the 
energy storage element of.an existing QF coupled with energy storage. 

(C) Propose how costs should be recovered (or payment made) for identifiable and 
quantifiable specific ancillary services provided by the QF coupled with .en~rgy 
storage. 

The report shall identify the areas of conserums reached among the stakeholders, and with respect 
to those areas where tl:te stakeholders fail to reilch conserums, the Commission will require Duke 
to provide the Commission with a·recommended resolution: To the .extent ttie ·Public Staff does 
not agree with any of the recommendations·in:the report. the Commission directs the:Public Staff 
to file a separate report setting forth its recommendation(s) and basis therefor on September 1, 
2020. The Commission .will proceed·as appropriate in considering the.report{s) of the stakeholder 
group's activity. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 53 

The evidence supporting this finding of fact is found in the verified Joint Comments and 
Proposed Rates of WCU and New River and the entire record herein. 

In their Jc:iint ·comments ·WCU proposes to continue to pay variable rates based on its 
wholesale.cost of power; New. River proposes to contitiue to offer variable rates based on DEC's. 
Schedule PP, but will not recover the administrative Charge to suppliers found in Schedule PP. 
WCU and New River each further,propose to offer long-tem1 fi:i;ed price rates ~pproVed for DEC's 
Schedule PP, but agafo, New RiVer will·not-recover the administrative charge found,in Schedule 
PP: DEC is WCU's all requirements supplier; and it is indirectly New River's through Blue Ridge 
Electric Membership Corporation (Blue·Ridge). Joint Comments'at 2-3. 

For both WCU and New River this is the same approach approved by the Commission in 
the 2016 Sub 148 Proceeding. As further provided in the 2016 Sub 148 Proceeding, 
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N.C.G.S. § 62-156, as .amended, provides for long-term contracts of up to ten years under the 
standard oITer, as implemented by DEC in that docket and found above to be appropriate for use 
in this proceeding No parties filed any comments or objections to WCU's and New 
River's proposals. 

The Commission therefore concludes, based upon the foregoing and the entire record 
herein, that WCU's and New River's rate proposals based on DEC's Schedule PP should 
be approved. 

IT IS, THEREFORE, ORDERED as follows: 

I. That DEC, DEP, and DENC shall offer Iong-tenn lcvelized capacity payments and 
energy payments for ten-year periods as standard options to all non-hydroelcctric·QFs contracting 
to sell 1 MW or less capacity. The standard ten-year leveliz.ed rate option should include a 
condition making contracts renewable for subsequent tenns at the option of lhe utility on 
substantially the same terms and provisions and.at a rate either (I) mutually agreed upon by the 
parties negotiating in good faith and taking into consideration the utility's then avoided cost rates 
and other relevant factors, or (2) set by arbitration; 

2. -That DENC.shall continue to offer, as an alternative to avoided cost rates.derived 
using the Peaker Method, avoided-cost rates based upon market-clearing prices derived from the 
markets operated by PIM, subject to the same conditions as approved in the Commission's 2006 
Sub 106 Order and most recently restated in the 2016 Sub 148 Order; 

3. That DEC, DEP, and DENC shnll oITer QFs.not eligible for the standard long-tcnn 
levelized rates the following three options if the utility has a Commission-recognized active 
solicitation: (a) participating in the utility's competitive bidding process, (b) negotiating a contract 
and rates with the utility;or (c) selling energy at the utility's Commission-established variable 
energy rate. If the utility docs not have a solicitation underway, any unresolved issues arising 
during such negotiations will be subject to arbitration by the Commission at the request or either 
the utility or the QF for the purpose of determining the utility's actual avoided cost, including both 
capacity and energy components, as appropriate; however, the Commission will conduct_ such an 
arbitration only if the QF is prepared to commit its capacity to the utility for a period of at least 
two years. In either case, whether there is an active solicitation underway or not, QFs not eligible 
for the standard long-tenn levclized rates have the option of selling into the wholesale market. lbe 
exact points at which an active solicitation shrill be regarded as beginning and ending for these 
purposes should be detennined by motion to, nnd order of, the Commission. Unless there is such 
a Commission order, it will be assumed that there is no solicitation underway. If the variable energy 
rate option is chosen, such rate may not be locked in by a contract tenn, but shall instead change 
as detcnnined by the Commission in the next biennial proceeding; 

4. That DEC arid DEP shall file revised Schedule-PP tariITs reflecting the energy and 
capacity rate design consistent with the April I 8, 2019, Rate Design Stipulation between Duke and 
the Public Staff; 
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5. Tha~ for the pllrposes of calculating avoided capacity rates in this proceeding, DEC 
should use seasonal allocation weightings of90% for winter and 10% for summer, and DEP should 
use seasonal allocation weightings of 100% for winter. 

6. That Duke's assumptions regarding the availability of DSM programs for reducing 
winter peak demand are reasonable and appropriate for the purposes of calculating avoided 
capacity rates in this proceeding, but Duke should place additional emphasis on defining and 
implementing cost-effective DSM programs that will be available to respond to winter demands; 

7. That Duke shall evaluate methods to better align the Utilities' avoided cost rates 
with actual real-time system conditions to enable QFs to maximize their facilities' value to· 
ratepayers through reaJ-time pricing or other tariffs that provide more granular rate structures and 
price signals, and if found to be appropriate, should offer an RTP-based avoided cost tariff as an 
optionaJ alternative to their Schedule PP in the next avoided cost proceeding; 

8. That the requirements of Rules R8-64(b)(6)(iii) and R8-7l(k)(2)(iii)(6) shall be 
waived, and that until such time as the'Commission adopts revisions to these Rules applicants for 
a certificate.of public convenience and necessity pursuant to Rules R8-64 and R8-7I(k) should, 
instead of the information currently called for in Rules R8-64(b)(6)(iii) and R8-7l(k)(2)(iii)(6), 
submit the "projected annual hourly production profile for the first full year of operation of the 
renewable energy facility in kilowatt-hours, including an explanation of potential factors 
influencing the shape of the production profile, including fixed tilt or tracking panel arrays, 
inverter loading ratio, over-paneling, clipped energy, or inverter AC output"; 

9. That in the next biennial avoided cost proceeding, the Utilities shall evaluate and 
apply, consistent with the conclusions reached in this, Order, cost increments and decrements to 
the publicly available CT cost estimat~s, including the use of brownfield sites, existing 
infrastructure, decrements for electrical and natural gas connections, and other balance of plant 
items, to the extent it is likely that this existing infrastructure is used to meet future capacity 
additions by the utility; 

10. That DEC, DEP, and DENG shall continue to calculate avoided capacity costs using 
the Peaker Method and include a levclized payment for capacity over the tenn of the contract that 
provides a payment for capacity in years that the utility's TRP forecast period demonstrates a 
capacity need, consistent with N.C.G.S. § 62-156(b)(3); 

11. That DEC and DEP shall use a PAF of 1.05 and DENC a PAF of 1.07 in their 
respective avoided cost calculations for all QFs other than hydroelectric QFs with no storage 
capability and no.other type of generation. 

12. That DEC and DEP shall use a PAF of2.0 iri their avoided cost calculations for 
hydroelectric QFs with no storage capability and no other type of generation; 

13. That the Utilities, with input from the Public Staff, shall evaluate appropriateness 
of using other reliability indices, specifically the EUOR metric, to support development oFthe PAF 
prior to the next biennial avoided cost filing; 
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14. That DENC shall continue to calculate rates that reflect the elimination of the line 
loss adder of 3% from its standard offer avoided cost payments to solar QFs on its 
distribution network; 

IS. That DEC and DEP shall continue to include a line loss adder in their standard offer 
avoided cost calculations for distribution•connected QFs, but shall study lhc ciTects ofQFs on their 
distribution grid to determine lhe extent of backflow at substations prior- to· the next biennial 
avoided cost proceeding; 

16. That the Utilities, for purposes of detennining the first year of capacity need for 
negotiated conlracts and for·CPRE Tranche 2, shall update their avoided capacity calculations to 
reflect any changes in the utility's first year of undesignated capacity- need as presented in. their 
next IRP; 

17. That beginning with the 2020 IRP, the Utilities shall include a specific stntement 
of capacity to be used to determine the first year of avoidable capacity need in the next biennial 
avoided cost proceeding; 

18. That the Utilities shall"amcnd their standard offer rate schedules to recognize that a 
swine or poultry waste-fueled generator, or a hydroelectric facility with a capacity of 5 MW or 
less in capacity that has a power purchase agreement in effect as of July 27, 2017, which commits 
to sell and deliver energy and capacity for a new fixed contract tenn prior to the termination of the 
QF's existing contract tenn is avoiding a future capacity need for these designated resource types 
beginning in the first year.following the QF's existing PPA, pursuant to N.C.G.S. § 62-156(b)(3), 
as amended. For other types ofQF generation, the Utilities shall recognize a QF's commitment to 
sell and deliver energy and· capacity over a future fixed tenn as avoiding an undesignated future 
capacity need beginning only in the first year when there is an avoidable.capacity need identified 
in DEC's, DEP's, or DENC's most recent IRP; 

19. ·r1tat the Utilities. shall continue to assume an in-service date in the first year 
following the filing of new avoided cost tarHTs for standard offer QFs. A utility and QF negotiating 
a PPA may agree to a presumed in-service date for rate calculation.purposes that takes into account 
the future in-service date of the QF generator, not to exceed two years in the future; 

20. That DEC and DEP .shall continue to calculate their avoided energy costs using 
forward natural gas prices for no more than eight years before using.the fundamental forecast data 
for the remainder of the planning period, and DENC shall use its proposed fuel forecasting 
methodology in.calculating avoided,cnergy costs in.this proceeding; 

21. That DEC and DEP shall consider site- and project-specific eharacteristics·during 
contract negotiations with QFs. not eligible for the standard offer contract and include a T&D 
capacity adder if a project can provide real and measurable avoided transmission benefits; 

22. That the integration services charges proposed by DEC ($1.10/MWh) and DEP 
($2.39/MWh) shall be used in calculating rates· in this proceeding as a decrement to DEC and 
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DEP's avoided energy rates, which shall apply prospectively for the duration of the contract, 
consistent with the conclusions reached in this Order; 

23. That DEC and DEP shall not apply the integration services charge to a QF that 
qualifies as a "controlled solar generator"; 

24. That Duke shall include in its initial filings in the next biennial avoided cost 
proceeding an evaluation of whether a QF that can sufficiently demonstrate its ability, and 
contractually obligates itself, to operate in a manner that provides positive ancillary service 
benefits at a lower cost than the utility's own conventional resources, should be appropriately 
compensated for those benefits, and an identification of mechanisms to quantify the ancillary 
service benefits.that such innovative QFs can provide; 

25. That Duke shall submit the AstrapC Study methodology to an independent technical 
review as described in this Order and include the results of that review and any revisions to that 
methodology that is supported by the results of that review in its-initial filing in the 2020 avoided 
cost proceeding; • -

26. That DENC's proposed rate design shall be used in calculating DENC's rates in 
this proceeding; 

27. That DENC's proposed seasonal allocation weightings of 45% for summer, 40% 
for winter, and 15% for shoulder seasons shall be used in calculating DENC's rates in 
this proceeding; 

28. That DENC's proposed input assumptions to be used in dctcnnining its proposed 
energy rates, including those related to fuel hedging activities and the LMP adjustment shall be 
used in calculating DENC's rates in this proceeding; 

29. That DENC's proposed re-dispatch charge of $0:78/MWh shall be used in 
calculating DENC's rates in this.proceeding; 

30. That Duke's proposed modifications to its Terms and Conditions are approved; 

31. That, Duke shall organize a virtual stakeholder process to address issues related to 
the addition of energy storage at an existing QF as.described in this Order.·The Public Staff shall 
make a filing, within 30 days of the date of this Order, on·the organization nnd schedule for this 
stakeholder process. The Utilities, and Public Staff as necessary, shall report the results of the 
stakeholder process to the Commission through an appropriate tiling in this docket on or before 
September 1, 2020; 

32. That WCU's and New River's proposals to offer variable rates based upon their 
wholesale cost of power and to offer long-term fixed price rates· that track DEC's Commission
approved avoided cost rates for QFs interconnected at distribution are approved; and 
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33. That, within 30 days after the date ·of this Order, the Utilities. shall file revised' 
versions of their rate schedules: and standard contracts in red line and clean versions that' comply 
with the rate methodologies and contract tenns approved in this Order, to become effective 15 d3ys 
after the filing date unle:Ss.specific objections as to the accuracy.of the calculations,_ except to·~e 
extent'that filings previously submitted in response to the Notice-of Decision.and Supplemental 
Notice of Decision accurately.reflect the conclusions reached in this Order. 

ISSUED BY ORDER OF 11lE COMMISSION. 
This the 15th day of April, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Joann~ Snyder, Deputy Clerk 

DOCKET NO. E-100, SUB 158 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Biennial Determination of Avoided Cost 
Rates for Electric Utility Purchases fro_m 
Qu_alifying Facilities-2018 

) 
) 
) 

ORDER.DENYING MOTION 
FOR RECONSIDERATION 

BY THE COMMISSION: On June 15, 2020, the North Carolina. Sustainable Energy 
Association (NCSEA) and the North Carolina Clean Energy Business Alliance (NCCEBA) filed 
a Joint M0tion for Reconsideration and Clarification of the Commission's April 1_5, 2020 Order 
Establishing Standard Rates and Contract Tenns for Qualifying Facilities in the above-captioned 
docket (April 15 Order). As detailed below, the Commission denies the motion for reconsideration 
of the Apfll 15 Order but provides·clarification and orders that certain filings be made in the·next 
avoided cost proceeding. 

STANDARD•OF REVIEW 

In their Joint Motion,NCSEA and NCCEBA request reconsideration.pursuant-to N.C. Gen. 
Stat. § 62-80-of fou[" issues·as described below that were decided ·by the Commission in its April 
15 Order. As pro_vided in N.C.G.S. § 62-80, "[t]he Commission may at any time upon-notice to 
,the·public utility and to the other. parties of record affected, 'and after.opportunity to be heard ·as 
provided in the case ofcomplaints,rescind, alter or ~mend any order or.decision made by it.-" The 
Commission's decision to rescind, aher, or amend· an order upon reconsideration under 
N.C.G.S. §.62-80 is .within the Commission's discretion. State ex-- rel. Utilities CiJmm 'n v. MC/' 
Telecommunicatians Corp., 132.N.C. App. 625, 630; 514 S.E.2d276, 280 (1999). However, the 
Commission cannot arbitrarily or capriciously·resCind, alter, or amend a prior order. Rather, there 
must be some ch~nge in circumstance~ or a misapprehensiqn or disregard ofa _fact·that provide~ a 
basis for the Commission to rescind, alter, or amend ·a prior order. State er rel. Utilities:Comm •'n 
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v. North Carolina GasSeryice, 128 N;C. App. 288, 293-94, 494 S.E.2d 621,626, rev. denied, 348 
N.C.78, 505 S.E.2d:886 (1998). 

ISSUES FOR RECONSIDERATION 

Solar' Integration· Services ,Charge Technical-Review .Committee 

In.the April ·15 Order the Corrirriission found that it is appropriate to require.Duke Energy 
Carolinas, LLC (DEC); and Duke Energy Progress, LLC (DEP, and together with DEC, Duke or 
the Companies), fo prospectively apply an integmtion·services charge (or solar integration services 
charge (SISC)) to all.new uncontrolled solar generators that commit to sell and deliver.power into 
the DEC and DEP systems·on or after November 1, 2018. April-15 Order at 12 (Finding QfFact 
No. 35). The Commission approved amounts for DEC's and DEP's SISC based upon the results, 
of a Solar Ancillary Services Study performed by Astrape Consulting (Astrape Study). As 
explained in t~e Commission's discussion: 

After careful co_nsideration of such evidence Wld that- no party otherwise 
contested or disputed such evidence, the Commission ~ctermines that DEC and 
DEP are incurring increased iritra~hour ancillary services costs to integrate the 
"Existing plus Transition" level of soJar·[qualifying facilities (QFs)J into the DEC 
and DEP systems."Therefore~ for reasons discussed above it is appropriate to require 
DEC and DEP, to account for these costs when calculating the,costs and benefits 
resulting from the purchase 6fenergy and·capacity from solar QFs. 

In detennining whether the quantification of D_uke's ancillary services cost~ 
is reasonable, the Commission finds the testimony of D~ke witness Wintermantel, 
including the Astrape Study he sponsored.as an exhibit, to·be quite persuasive. The 
independent review conducted·by the Public Staff, as described by witness Thomas~ 
lends further credibility to Duke's evidence. Further, the·agreenients reached in the 
SISC Stipulation·-reflect the give-and-take· in negotiations, and the Commission 
finds the.testimony-in Support thereof to be quite persuasive. Finally, while·NCSEA 
witness Beach and [Southern Alliance for Clean Energy (SACE)] witness Kirby 
have advanced reasonable and well-ru:t.icula.ted· criticisms of thls ~vidence, the 
Com:mjs_sion detennine~ that Duke and- the Public Staff have adeq1,1ately addressed 
these criticisms sufficient to rebut these argwnents. In summary, the Commi_ssion 
gives weight to the·testirnony 0fwitnesses Wintennantel and Thomas, and based 
upon a review,ofthe.foregoing-evidence and.the entire record hereiri·finds that the 
results of the Astrape Study that an additional 26 MW of Io~d following reserves 
are required to integrate,840 MW of solar in-DEC at an average cost of$1.I0/MWh, 
and.that an_ additio[!_al 166 MW of load following reserves.are required to integrate 
2;950·MW of solar in DEP at ?J1 average cost of$2J9/MWh are reasonable for use 
i_n this proceeding. The Commission further finds that it is appr6priate for Duke.to 
prospectively apply the .integration service1, charge to all new uncontrolled solar 
generators that fOmriiit to sell _and deliver power into the DEC and DEP systems on 
or after November 1, 2018, and to any pre-existing solar QF not subject to the 
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integration services charge committing to sell to Duke under a new [purchase power 
agreement (PPA)] in the future. 

Id at 92-93. The Commission further found, however, as follows: (I) "The Astrnpe· Study 
methodology-used tg quantify DEC's and DEP's increased ancillary services costs and to calcufate 
each utility's integration Services charge presents novel and complex issues that- warrant further 
consideration," and (2) "]t is appropriate to. require DEC ,and DEP to submit the AstrapC Study 
methodology to-an independent technical review and to include the results of that review and any 
revisions to the methodology that is supported by the.results of that review in its initial filing in 
the 2020 biennial avoided cost proceeding." Id. at 12-13 (Findings of Fact Nos. 40, 42).1 The 
Commission, therefore, ordered Duke to "submit the Astrape Study methodology to an 
independent technical review ... and include the results or that review and any revisions to that 
methodology that is supported by the results of that review in its initial filing in lhe 2020 avoided 
cost proceeding." Id. at 136 (Ordering Paragraph No. 25). As more fully described in the order: 

[l]he Commission agrees with NCCEBA, NCSEA, and SACE that the 
Commission would benefit from the results or an independent technical review of 
the Astrape Study to.inform future biennial avoided cost proceedings where similar 
issues will be reviewed. Therefore, the Commission directs Duke to assemble a 
technical review committee to provide a review.of the Astrap¢ S1u9y. The technical 
review committee shall be comprised or individuals, not othemise affiliated with 
Duke or any of its affiliates or organizations in which Duke is a member, who have 
technical expertise, knowledge, and experience related to lhe integration or solar 
generation as •well as lhe development or complex research, development, and 
modeling. The committee should include personnel employed by the National 
Laboratories with relevant experience and expertise. The purpose or the work with 
a technical review committee is to provide an in-depth review of the study 
methodology and the model used for system simulations. The technical review 
committee should provide specific comments or feedback to Duke in the fonn-of a 
report, whieh report is to be included in the initial filing made -in Duke's 2020 
biennial avoided cost proceeding. 

Id. at 95. 

Motion for Reco11sideratio11 

In their Joint Motion NCSEA and NCCEBA continue to assert that the Astrape Study 
contained methodological flaws and suffered from insufficient review, and they applaud- the 
Commission's decision to direct Duke to assemble a technical review committee to review the 
AstrapC Study. NCSEA and NCCEB_A protest, however, that there· is no requirement for 
transparency as to the. formation or the technical review committee, and they reqllest the 
opportunity to observe and monitor the process as it progresses, including the ability to join 
conference calls, receive notifications and status updates, and review draft documents that are 

1 These findings of fact were fir.;t made in the Supplemental Notice of Decision issued in this docket on 
October 17, 2019 (FindingsofFactNos. 11-12). 
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provided by ·the committee to Duke. N~SEA and NCC_EBA state that they desire transparency as 
to the individual~ choseil by Duke to make up lhe committee, including how their cred_entiaJs fit 
the list of criteria set forth by the Commission; and believe that intervenors should be afforded the 
opportunity to provide comments regarding the makeup of the technical review committee as well 
as the process through which the committee reviewed the. study and provided results to Duke. 
Lastly, NCSEA and NCCEBA state that Duke should include_ intervenor comments provided to 
Duke regarding the committee selection and process as part of the.report that Duke will include in 
its initial filing in the 2020 avoided cost proceeding. 

Discussio11 a11d Co11clusio11s 

As noted above, the requirement for an independent technica1 review of the AstrapC Study 
methodology was set forth in the Supplemental Notice of Decision in October. In the April 15 
Order the Commission laid out specific, detailed- expectations for the makeup of the technica1 
review committee: "The committee should include personnel employ~d by the Nationa1 
Laboratories with relevant experience and expertise." The Comniission is seeking an unbiased, 
objective, third-party expert review and analysis of the methodology employed by Astrape to 
quantify DEC's and DEP's increased ancillary services ·costs anQ to calculate each utility's 
integration services charge. The Commission expects a truly independent review by 
knowledgeable experts and for Duke to provide· to .the Commission the committee's own report 
setting forth its observations and conclusions. The Commission is not expecting Duke to simply 
hire another consultant but to give over the AstrapC Study methodology to'this independent review 
committee and step away, lettin_g the committee perfonn its review and analysis. 

lntervenors will have the opportunity to review and comment on the committee's makeup 
and report after the report is filed in the 2020 avoided cosi proceeding. The Commission is not 
persuaded that additional involvement of intervenors in the.selection of experts for the commiltee 
or in the review process is necessary or helpful, but might instead impair the efficiency of the effort 
and timely review of the Astrape Study methodology. The request to reconsider its earlier decisions 
regarding the selection and intervenor participation in the activities of the technical review 
committee is, therefore, denied. 

Seasonal Allocation ·Weighting 

As noted in the April 15 Order the Commission required Duke to address in its initial filings 
in this proceeding consideration of issues that impact DEC's and DEP's avoided capacity rates, 
such as the weighting of capacity value between the summer and non-summer seasons. Such 
information, including the availability of capacity or energy from a QF during the system daily 
and seasonal peak loads (including dispatchability, reliability; and-the individual and aggregate 
value of energy and capacity from QFs), as well as the·relationship of the availability of energy 
and capacity from the QF to the ability of the utility to avoid costs, is one of a number of factors 
to be considered in determining avoided costs. April 15 Order at 27. 

On April 18, 2019, Duke filed an Agreement and Stipulation of Partial Settlement with the 
Public Staff pertaining to rate design methodology (Rate Design Stipulation). In-the Rate Design 
Stipulation, Duke and the Public Staff agreed that it_ is reasonable and apprOpriate for the 
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Companies~ seasonal-and hourly allocations of capacity payments to be based upon the loss ofload 
risk identified in the Astrape Capacity Value of Solar study, as filed in support of the Companies' 
2018 Integrated Resqurce Plans (IRPs) in Docket No. E-100, Sub 157. The proposed avoided 
capacity rates recognized that approximately 90% of DEC's loss of load risk occurs in the winter, 
while approximately 100% ofDEP~s loss of load risk occurs in the winter. 

In its order the Commission found that the proposed avoided energy and avoided capacity 
rates presented in the Rate Design Stipulation are reasonable and appropriate. Id. at 29. The 
Commission agreed with Duke and the Public Staff that the·use of the loss of load risk values to 
,establish ·seasonal allocation factors is appr0priate, as it aligns with cost ca·usation principles. Id. 
at 27. The Commission further stated that these stipulated rates are responsive to the Commission~s 
direction to develop a rate design that sends stronger price signals to incent QFs to better match 
the generation needs of utilities. Id. at 29. The Commission, therefore,. concluded that these 
agreements should .be approved as part of acceptance of the Rate Design Stipulation and 
specifically found that DEC's and DEP's proposed,seasonal allocations are appropriate for use in 
weighting capacity value· between winter and summer to calculate DEC's and DEP's avoided 
capacity rates in this proceeding. Id. at 8 (Finding of Fact No. 6). 

The Commission also agreed that these Factors change over time and that it is appropriate 
that the resource adequacy studies, along with all inputs and modeling asswnptions, should be 
updated for use·in the 2020 biennial IRP filings and taken into account in ttle.2020 avoided cost 
proceedings. Thus, as in the last avoided cost proceeding, Docket No. E-100, Sub 148, the 
Comrriission stated that it will continue to.review these issues in future avoided cost proceedings. 
Id. at 27-28. 

On the related issue of the· availability of winter· demand-side management (DSM) 
programs, the Commission agreed with Duke witness Snider that significant differences can exist 
between utilities, including climate, heating sources, industrial demand~ and avoided costs, among 
others, as ·well as between portfolios of DSM programs, targeting providing.summer and winter 
capacity, Id. at·28. The Commission found that·Duke's assumptions regar9il1g the availability of 
DSM programs for reducing winter peak demand are, reasonable and appropriate for use in 
calculating avoided capacity rates.in this proceeding. Id. at9 (Finding of Fact No. 7). However, as 
.discussed in the. 2018 IRP proceeding, Duke should place additional emphasis on defining and 
implementing cost-effective DSM programs that will be available to respond-to winter demands, 
and the Commission required Duke to address. this issue in· its initial statements filed in the 
2020 biennial avoided cost.proceeding. Id. at 27. 

Molio11 for Reco11sideratio11 

In their Joint Motion NCSEA and NCCEBA note the significant interplay between the 
studies, models, and assumptions used in the Companies' lRPs and the'Companies' determination 
of avoided cost rates. NCSEA and NCCEBA ·argue, as they· and others did in ·comments and 
testimony in this and recent IRP proceedings, that "Duke must improve its assumptions. and 
analysis regarding resource adequacy and seasonal planning, ihcluding through the 
implementation of robust demand side management, energy efficiency, and ancillary services 
markets to protect from the elusive·cold winter morning peak." 
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In its April 6, 2020 order in the IRP docket, Docket No. E-100, Sub 157, the Commission 
directed that updated resource adequacy studies be filed along with the Companies' 2020 IRPs, 
including-additional detail and support for boµi the studies' inputs and outputs. Order Accepting 
Filing of 2019 Update Reports and Accepting 2019 REPS Compliance Plans, 2019 Integrated 
Resource Plan Update Reporls·and Related2019 REPS ComplianceP/ans, No. E-100, Sub 157, 
at 12 (N.C.U.C. Apr. 6, 2020) (2019 !RP Order). NCSEA and NCCEBA believe that the 
Commission ·should require Duke to make these same filings· in the 2020 avoided cost docket to 
promote efficiency and transparency in the 2020 avoided cost. docket and appropriately 
acknowledge the fundamental overlap between these issues in both the avoided cost and 
IRP proceedings. 

Moreover, although NCSEA and NCCEBA. agree with the Commission's statements in 
this and the IRP proceedings that Duke should place additional emphasis on defining and 
implementing cost-effective DSM programs that will be.availableto respond to winter demands, 
they protest that the April 15 Order "does not' require evidence-based solutions or robust 
transparency to.the underlying model, such as the information described in the 2019 IRP Order on 
resource adequacy studies." NCSEA and NCCEBA express concern «that without this,guidance 
from the Commission, Duke may lack sufficient direction or incentive to conduct a robust analysis 
of DSM programs that will facilitate the development of meaningful solutions tO Duke's infrequent 
but heavily weighted winter peaking events." 

Discussion a11d Conclusio11s 

The Commission agrees with NCSEA and NCCEBA and has itself emphasized_ in recent 
proceedings the significant interplay between the IRP and avoided cost.proceedings and the need 
for consistency between the· studies, models, and assumptions used in theiie proceedings. The 
Commission's expectation is, as it has been for some time now, that the same models and analyses 
will be utiliied in both the IRP and avoided·cost proceedings to achieve this consistency. 

In its April 15 Order the Commission again stressed that the studies utilized in the 
IRP proceeding, particulai:ly the resource adequacy studies required to be updated for the 2020 
IRP proceeding, should be taken into account in-determining avoided costs in the next proceeding. 
Although the Commission could simply take judicial notice of the studies filed in the 
IRP proceeding, to emphasize the importance and relevance of ·this nexus even further, the 
Commission will require as requested by NCSEA and NCCEBA that the updated resource 
adequacy studies, together-with ~my additional detail and support for the:study inputs and outputs, 
be filed in both the 2020 IRP and avoided cost proceedings. 

With regard to NCSEA and NCCEBA's concern that the Commission's statements in the 
April 15 Order that Duke should place additional emphasis on defining and implementing 
cost-effective DSM programs that will be available to respond to winter demands lack sufficient 
guidance or direction, the CommiSSion further notes that in the 2020 IRP proceeding, Docket 
No. E-100, Sub 165; the Commission required Duke to file its 2020 Market Potential Study 
performed by Nexant. Order Requiring Filing of Report, 2020 Biennial hitegrqted Resource Plans 
and Related 2020 REPS Compliance Plans, No. E-100, Sub 165 (N.C.U.C. June 11, 2020). Duke 
filed Nexant's energy efficiency and demand~side.management market potential studies for Duke 
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Energy North Carolina and Duke. Energy South Carolina wilh the Commission in the 2020 IRP 
docket on June 23, 2020. The Commission will 'require.that these studies, as well as the resource 
adequacy studies, also be filed in the 2020 avoided cost proceeding. 

The studies referenced above shall be relevant.and admissible in both the 2020 IRP and 
avoided cost proceedings. To the extent that'there is any question about transparency, all such 
studies shall be.subject to full discovery or other review by any other parties in either docket, 
subject, if applicable, to appropriate nondisclosure agreements. 

Capacity Payments for Renewing Qualirying Facilities 

With regard to the calculation of avoided cost capacity rates, House Ilill 589, Session Law 
2017-192 (HB 589), provides that "[a] future capacity need shall only be avoided in·a year where 
the utility'S most recent biennial [IRPJ has identified a projected capacity need to serve system 
load and the identified need can be met by the type of sm-all power- producer resource based up_on 
its availability and reliability of power," but it expressly carves swine and poultry waste generation 
out from this requirement based upon their designated need to meet REPS compliance. 
N.C.G.S. § 62-156(b)(3). Section 3(a) ofHouse Bill 329, Session Law 2019-132 (HB.329), adds 
to N:C.G.S. § 62-l 56(b)(3) an additional carve out for "legacy" hydroelectric QFs of 5 MW or less 
selling and delivering power under QF PP As in effect as of July 27, 20 I 7. Section 3(b) ofHB 329 
further provides that •~[t]he·exception for hydropower small· power producers from limitations on 
capacity payments established in G.S. 62-156(b)(3), as amended by Section 3(a) of this act, shall 
not be-construed in any manner to affect the applicability ofG.S. 62-156(b)(3) as it relates to any 
other small power producer." . 

In the April 15 Order the Commission found, in interpreting N.C.G.S. § 62-l 56(b)(3), as 
amended by I-1B 329, that only certain QFs - (1) those fueled by swine or poultry waste, or 
(2) hydroelectric facilities 5 MW or less in capacity that have a power purchase agreement in effect 
as of July 27, 2017--which commit to.sell and deliver energy and capacity for a new fixed-term 
contract-prior to the termination of the QF's existing contract tenn arc avoiding- the Utilities' 1 

future Capacity need for these designated resource types beginning in the first year following 
expiration of the QF's,existing PPA. For other QFs, it is appropriate for the Utilities to recognize 
a·QF's commitment lo sell and deliver energy and-capacity over a future fixed.term as avoiding an 
w,designated future· capacity need beginning only in· the first year when there is an avoidable 
capacity need identified in DEC's, DEP's, or DENC's most recent IRPs. April 15 Order at 10-11 
(Findings of Fact Nos. 23-24). 

Motion/or Reco11Sideratio11 

In their Joint Motion NCSEA and NCCEBA seek reconsideration of the Commission's 
findings regarding the rights of certain QFs to continue to receive full capacity payments, upon 
execution ofa subsequent PPA. NCSEA and NCCEBA argue that the Commission misinterpreted 
the recent amendments to N.C.G.S. § 62-156(b)(3) in limiting this right to swine waste, poultry 

1 In I.he April-15 Order and in this Order, DominiOn Energy Nonh Carolina (DENC) togctherwil.h DEC and DEP 
are referred to as the Utilities. 
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waste, and legacy small hydro facilities. Rather, argue NCSEA and NCCEBA, -the amended 
statutory language mandating that small hydro QFs must be allowed to receive full capacity 
payments does not preclude the Commission from making a detennination that other QF 
generators with existing PPAs, and which are currently providing capacity to the utility, may 
continue to- receive full capacity payments upon execution of a renewal PPA. Reiterating 
statements made through testimony and in their post.:.hearing briefs, NCSEA and NCCEBA believe 
that it would be highly inefficient, discriminatory, and poor public policy to allow the utility to 
rilak.e arrangements to fill any capacity need created at the expiration of an existing QF contract 
without first giving that QF the opportunity to.continue to-serve that capacity need. 

Noting that the Commission rejected.their previous proposal that existing QFs be.given an 
absolute right to continue being paid for capacity by committing to ·do so three )'ears before their 
existing PP As expire, NCSEA and NCCEBA request that the Commission reconsider its decision 
On this issue and adopt a different solution to ensure that existing QFs are not.discriminated against 
and, in particular, that utilities not be able to make other arrangements for meeting a capacity need 
arising due to the expiration of existing PURPA PPAs. NCSEA and NCCEBA state that it would 
be unfair and inefficient if, prior to the expiration .of PURPA PPA.s, Duke.could say that it is 
forecasting a capacity need solely for that reason and then build a new gas plant (Or oth1;::r 
generation). without giving the QFs the opportunity to supply the capacity need being created by 
the expiration of their PPAs. 

NCSEA and NCCEBA request that the.Commission modify'the order to require that each 
time Duke or DENC identifies a· future·CU-Qacity need based -upon expiring QF PPAs, those QFs 
with expiring PPAs be given an opportunity to commit to supplying that need, without priority 
right to do so relative to new QFs. NCSEA and NCCEBA recognize that aJlowing any sort of 
guarantee to an existing QF rriay be unfair and prejudicial against new QFs, and they further· 
request that the Commission order Duke, DENC, and the Public Staff to work with them and other 
intervenors to develop a preferred process for allocating limited capacity rights among QFs. 

,Disc11ssio11 mid Co11cl.usions 

As NCSEA and NCCEBA acknowledge, and as demonstrated in the Commission's 
discussion iQ the April 15 Order, this issue was-fully litigated in this proceeding'and addressed 
through the testimony of multiple parties' witnesses; including their own, and in post~hearing 
briefs. 

House Bill 589 amended N.C.G.S. § 62-l 56(b)(3) in 2017 to provide: 

A future capacity need shaJI only be avoided in a year where the utility's most 
recent biennial integrated resource plan filed with the Commission pursuant to G.S. 
62-110.l(c) has identified a projected capacity need to serve.system load and the 
identified need can be met by the type of small power producer resource based upon 
its availability and reliability of power,- other than swine or poultry waste for which 
a need is established consistent with G.S. 62-133.S(e)·and (f). 
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House Bill 329 amended N.C.G.S. § 62-156(b)(3) in 2019 to add an exception for "hydropower 
small power producers with power purchase agreements with an-electric public utility in effect as 
of July 27, 2017, and·the renewal of such a power purchase agreement,'ifthe hydroelectric small 
power producer's facility total capacity is equal to odess than-five megawatts (MW):" Thus, the 
amendments lo N.C.G.S. § 62-156(b)(3) enacted by HB 589 and HB 329 provide that facilities 
utilizing Swine Or pOultry waste and Certain small'hydro facilities always.receive a capacity credit, 
even when a utility's most recent IRP has not identified .a projected capacity need;. all other 
facilities only avoid future capacity needs and receive capacity payments when a utility's most 
recent IRP has identified a projected·capacity need. 

All parties·.agiee, that the expiration Of a wholesale contract Can -affect the timing of a 
utility'.s first capacity-need. -In-making this detennination, Duke witness Shider stated that Duke 
has assumed in its IRPs that' upon expiration of any third-party wholesale purchase Contract, 
capacity is reduced by th_e aniount of the capacity provided-by the expiring wholesale,pur9hase 
contract in the year fo11owing contract expiration; He further .stated that it is prudent resource 
planning not to-rely upon·assumed future third-party owned Capacity-in years-where-no contract or 
other legally enforceal;lle commitment gufl[anteeing delivery exists. He pointed out that there is no 
guarantee for-Duke and its customers that a QF wiII be able to provide energy and capacity,after. 
expiration of the PPA, as QF owners have the right at the end of a contract· to make their 
umestricted decision as whether to renew their PPAs, cease business, -or sell their energy and 
capacity to another,buyer. In response to NCSEA witness_Johnson's claim that Duke's approach 
to contract renewals'is discriminatory, witness.Snider contended that, actually, witness Johnson's 
approach was discriminatory in that it would favor existing QFs over· new capacity.,resoUrces, 
inc!Uding new QFS. 

Public Staff witness Hinton ;~viewed Duke's.:issump~ions·regarding ~xpiring PPAs,-ah.d, 
he stated that Duke uses the same assumptions for all wholesale contracts - i_.e., that the contracts 
would expire and the capacity would no -longer be available - in .establishing its first year of 
capacity need for avoided cost purposes. The Public Staff stated that Duke's IRPs indicate a 
reduction in capacity from expiring biomass and hydro PPAs in the planning period, which 
effectively decreases each 'utility's available. capacity and increases the need· for undesignnt_ed 
future reSources, but,that the IRPs assume an increase in capacity• from solar facilities; Witness 
Hinton stated that-while this assumed increase in Capacity regarding solar PP As may be appropriate· 
for planning purp·oses, it is inappropriate-for dete_nnining the.first year of.Capacity need US·itc_ould 
elongate the time before there is a capacity need. Public Staff witness Hinton disagreed with 
NCSEA that the Utilities should assume.that all-QF contracts renew and that existing,QFs should 
be entitl~d to a capacity payment beginning in the first years of their new conlract term. The Public 
Staff pointed out that this issue.would have rio impact on avoided capacity rates•in this proceeding 
but would become more and more important in future years. 

The Commission ad9pted the·Public Staff's recommendation that the utilities·file a formal 
--· Statement of Need in future IRP proceedings. The Commission agreed with Duke and the Public 

Staff that QFs commit to deliver their power for a specified term and·-that it would be imprudent 
resource planriing to assume that QFs are obligating themselves to deliver capacity and energy 
past the end of their contract tenn: The Commission further agreed that it.would-be discriminatory 
between QFs to assume that a: pre-existing QF has a priority -right to enter into a new contract to, 
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sell and deliver capacity over a new term versus the rights.of any other QF to commit itself to 
avoid the utility's capacity need. The Commission concluded that for types ofQF generation which 
do not meet a designated capacity need specified by the General Assembly, it is appropriate for 
QFs electing to obligate,themselves to deliver power for a new contract term to be considered as 
avoiding undesignated new generation projected to be needed in the future to serve the·.utility's 
system load. 

The Commission fully considered·all the evidence and arguments presented by the.parties 
on this issue, and NCSEA and NCCEBA have provided no new evidence, arguments, or other 
basis upon which to overturn the Commission's decision on reconsideration. 

Material Alterations 

In its Joint Initial Slatement Duke amended its Schedule PP PPA and Tenns and Conditions 
to provide that any material modification to a QF, .including the addition ·of batteries or other 
technologies for the storage and later injection of energy, without Duke's consent would constitute 
an event of default resulting'in tennination of the PPA at Duke's election; Further, Duke proposed 
amendments t6 Section l.4 of the Schedule PP PPA and Section 4 of the Tenns and Conditions to 
clarify that modifying a QF to increase the AC energy output or the delivered DC capacity of the 
facility would be an event of default. 

In response to objections by the Public Staff and other intervenors, in its March.27, 2019 
Reply COmm·ents Duke proposed to modify .Section 4 of its amended Tenns and Conditions to 
refer to a new defined tenn, "Material Alteration,"' to more clearly define what constitutes a 
material change to a QF. The new definition of Material Alteration provided in Section 3(f) is as 
follows: 

"Material Alteration" as used in this Agreement shall mean a modification to the 
Facility which renders the Facility description specified in this Agreement 
inaccurate in any material sense as detennined by Company in a commercially 
reasonable manner including, without limitation, (i) the addition of a Storage 
Resource; (ii) a modification which results in an increase.to the Contract Capacity, 
Nameplate Capacity (in AC or DC), generating capacity (or similar tenn used in 
the Agreement) or the estimated annual energy production of the Facility (the 
''Existing Capacity"), or (iii) a modification which results in a decrease. to the 
Existing Capacity by more than fiVe (5) percent. Notwithstanding the foregoing; 
the repair or replacement of equipment.at the Facility (including solar panels) with 
like-kind equipment, which does not increase-Existing Capacity or-decrease the 
Existing Capacity by more than five percent (5%), shall not -be considered a 
Material Alteration. 
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In the April 15 Order the Commission approved Duke's proposed modifications to the 
Standard Tenns and Conditions, April 15 Order at 136 (Ordering Paragraph No. 30), and.made the 
following findings of fact: 

49. The proposed modifications to the Standard Terms-and Conditions 
proposed by Duke, including the·definition of Material Alteration, are reasonable 
and appropriate. In detennining whcth~r updates to a facility are a Material 
Alteration that would lead to the termination of the existing PPA, Duke should 
evaluate those changes in a commercially reasonable manner and with a "degree of 
reasonableness" regarding any increase in capacity that results from equipment 
replac~ment and repairs. 

50. Prior to increasing their output consistent with the Terms and 
Conditions of their existing PPAs, "Committed" solar QFs (i.e., facilities that have 
(i) es!:ablished a legally enforceable obligation (LEO); (ii) executed a PPA; or 
(iii) commenced operation and sale of the electric output of the facility) that seek 
to add storage or otherwise materially increase their output·by re-paneling or over
paneling should obtain the utility's consent, contingent on an evaluation of.the 
potential impacts·to the utility's system or other customers. 

51. Material alterations to committed facilities that increase a utility's 
obligations to purchase energy at prior avoided cost rates are inappropriate and 
would unfairly burden ratepayers with increased payments to QFs that exceed 
current avoided cost rates. However, it is premature at this time to determine 
whether the Public Staff's compromise position that existing solar facilities that add 
storage by co-locating a battery behind the meter should be compensated at the 
current avoided cost rates is appropriate. 

52. It is appropriate for the parties to continue·to discuss the technical, 
regulatory, and contractual complexities,ofseparately metering the energy output 
from energy storage equipment. that is co-located at existing solar facilities for 
furthet consideration by the Commission. 

April 15 Order at 13-14 (Findings of Fact Nos: 49-52). 

Motioii for Reconsideration 

In their Joint Motion NCSEA and NCCEBA seek reconsideration of a number .of issues 
related ·to the new provision ·on Material Alteration. Fir.St, NCSEA and NCCEBA object ,to the 
retroactive application of the new Material Alteration provision to existing standard offer 
contracts. NCSEA and NCCEBA state that the April 15 Order ignores the fact that contracts are 
binding lega] docwnents that must be interpreted based.on what they actually say, not on what 
Duke or the Commission believes they should say. NCSEA and NCCEBA argue, after detailing a 
comprehcnsive·review of previous standard offer contracts, that the docwncnts that comprise the 
Sub .136 anti Sub 140 PPAs do not, under any reasonable interpretation, impose the limitations on 
QFs that Duke requested and that the Commission has agreed to make to Duke's form PPA and 

160 



GENERAL ORDERS - ELECTRIC 

Tenns and Conditions going forward. NCSEA and NCCEBA fuqher argue that these 
modifications, if applied to·existing.contracts, constitute major substantive changes to the rights 
and obligations·of Duke and QFs relative to,the tennS of prior standard offer c;ontract documents 
and that the Commission should reconsider its decision to impose these new and altered tenns on 
QFs retroactively. 

NCSEA and NCCEBA next object to the inclusion ofa reduction in capacity of more than 
5% as a Material Alteration, especially given Duke's repeated complaints about the proliferation 
of solar QF generation. NC SEA and NCCEBA state that this limitation effectively amounts to a 
minimum sizing of the QF and note that the Commission has never previously i:Jcemed this to 
be·appropriate. 

NCSEA and NCCEBA further note the tenns and conditions allow replacements with 
"like-k_ind" equipment but lack a definition of "like-kin4" or any guidance as to how it is to be 
interpreted. NCSEA and NCCEBA request that the Commission modify the April 15 Order to 
define the term "like-kind" to mean "any equipment of the same general nature, and being used 
for the same general purpose, as the original equipment." 

NCSEA and NCCEBA further question why a QF should require Duke's-approval to add 
a battery storage device ·where there is no increase in the output of the facility. NCSEA and 
NCCEBA argue that there is no risk of ratepayers having to pay for additiona1 energy at a higher, 
outdated avoided cost,rate. To.the extent that the battery allows for shifting of delivery from one 
time period to another, NCSEA and NCCEBA state that Duke witness Snider asserted that 
ratepayers are indifferent to this result. Accordingly, NCSEA and NCCEBA request the, 
Commission reconsider its.decision and find that added battery storage with no increase in energy 
Output of the faci1ity does not require utility approval. 

NCSEA and NCCEBA additiona11y protest that the Commission has provided no guidance 
as to what would constitute reasonable grounds for the _utility to deny· a request for a Material 
Alteration. NCSEA and NCCEBA cite an apparent concern regarding the payment of old, ·higher 
rates as a result of a Material Alteration, and they ,request that-the Commission direct Duke to 
address.this issue in·the ongoing storage retrofit stakeholder process-required by the Commission 
and that such issue discussion also include a discussion about increased output from other types of 
material alterations, including repaneliog. 

Lastly, NCSEA and NCCEBA note, as provided in Finding of.Fact No. 49 of the April 15 
Order, that any changes to existing facilities will be evaluated in a commercially reasonable 
manner. However, in Duke's compliance filing, Section 4(e) of the Tenns and Conditions state 
that Duke may decline to approve a Material Alteration in "its sole discretion." This provision in 
the compliance filing is inconsistent with Duke's representations and the Commission's order and 
should be changed. 
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Discussion a1Jd Conclusio11s 

Changes to existing contracts 

Like NCSEA and NCCEI3A, the C.ommission also reviewed-the terms.and conditions of 
prior avoided cost PPAs as well 'as ~he comments, testimony, exhibits, and briefs filed in this 
proceeding in reaching its decisions· in the April 1'5 Order. The Commission, ·however, disagrees 
with NCSEA and NCCEBA; the April 15 Order does not improperly modify existing Standard 
Offer PPAs to include the-provision on MateriaJ Alterations and Iiffiit a QF's ability to ad_d battery 
storage to·an existing faCility. 

As NCSEA and NCCEBA note, in .the 2012 avoided cost proceeding, Docket No. E-100, 
Sub-136, DEP filed a rate tariff -Cogeneration and SmaJI Power Producer Schedule CSP-'-29 -
which incorporates specific e_ncrgy and·capacity credits for various contract term~. an Application 
for Standard Contract by a Qualifying Cogenerator or Small Power Producer, ·and Terms and 
Conditions for the.-Purchase of Electric Power. In the-Application, which when accepted· by DEP 
becomes an Agreement to purchase from the '!qualifyinggenera_ting facility" described therein, the 
owner of the QF requests.that DEP purchase its output in accordance with the rate tariff and the 
Teirns' and Conditions, "a copy of each being attached and made·a:part of this.Agreement."'The 
Te_rms and Conditions "provide-a mechanism through which [DEP] will agree to purchase energy 
or capacity or both froni an Eligible. Qualifying Facility as defined in Company's CSP Rate 
Sch~dule." Section l(c) of the Terms and·Coriditions·spccificaJly provides: 

Application of- Terms· and ·conditions, Schedules, and Riders All Purchase 
Agreements in.effect at the time of the·approval hereof.or that may be entered-into 
in the future, are made eX:pressly subject to these Terms and Conditions, and subject 
to all appliCable Sched.ules and Riders, and any changes therein, substitutions 
thereof,.or additions-thereto lawfull)',made,·provided no'change may be made in 
rates· or in ~ssentiaJ terms and conditions of this contract.except by agreement.of 
the parties to this contract or by order of the North Carolina.Utilities Commission. 

As NCSEA and NCCEBA further note,. DEC's filing in the Sub 136 avoided cost 
proceeding ·did not include a separate Terms and Conditions, but did include a rate tariff -
Schedule PP-H (NC) Hydroelectric Qualifying Facilities Purchased Power or Schedule PP-N (NC) 
Non-Hydroelectric QuaJifying Facilities-Purchased Power- and a·Purchased Power Agreement. 
The Agreement,, like DEP's, obligates DEC to purch!l-'>e-tl!_e electric power generated by the QF. 
Section 2 of the Agreement provides: 

Rate Schedule and Service Regulations. The sale, delivery, and_. use of electric 
power hereunder, and aJI services of whatever type.to be rendered or performed in 
connection therewith, shall in.aJI respects·be subject to and·in accordance with all 
the terms and conditions of the Company's Rate Schedule [PP-H][PP-N], 
Electricity No. 4, North Carolina Revised Leaf No. [91][92], [VariableRate][5-year 
Fixed Long-Term Rate], [I0'year Fixed Long-Term Rate] [15-year Fixed' 
Long-Term Rate] Option [A][Blfor [DiStribUtion][fransmissioll] Interconnection 
("Rate Schedule") and its Service Regulations, both ofWhich·are now on--file with 
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the North Carolina Utilities Commission ("Commission''), and are hereby 
incorporated by reference and made a part hereof as though fully set forth herein. 
Said Rate Schedule and Service Regulations are subject to ,change, revision, 
alteration or substitution, either in whole or in part, upon order of said ·commission 
or any other regulatory authority havingjurisdiction, and any such changei revision, 
alteration or substitution shall immediately be made a part: hereof as though fully 
written herein, and shall nullify any prior provision in con·flict therewith. 

In-the next avoided cost proceeding, Docket No. E:-100, Sub i40, DEC and DEP adopted 
more similatdocuments, with each•filing a rate tariff, a Purchase-Power Agreement, _and Terms 
and Conditions for.the Purchase of Electric Power. Section l(b) of DEC's and DEP's Terms and 
Conditions filed in the Sub 140 docket are si.Ibstantially identicaHo Section i(c) ofDEP's Sub 136 
Temis ~d Conditions, and Section·2 of the Purchase Power Agreement is substantially identical 
to Section 2·of DEC's Purchased Power Agreement except that it includes a reference to the T~rn_1s 
and Conditions rather than the Service Regti.lations. This model has been consistently used by-DEC 
and DEP in. subsequent avoided cost proceedings, including this proceeding, Sub 158. 

A proper reading of each of these contrilcts provides that the terms and conditions of the 
contract, other than·the·specific.rates, "are subject to change, revision;.alteration 9r substitution, 
either in whole or in part, upon 9rder of [the] Commission ... , and, any Such• change, revision, 
<!Iteration-or·substitut_i_on shall .immediately be ,:nade a-part _hereof as though fully written herein, 
and shall nullify any prior provision iILconflict therewith." For DEC; the initial change was one 
approved in the rate tariff; for DEP and subsequent DEC tariffs, the change was in the Terms and 
Conditions. Herc, the.Commission approved an.amendment to the Terms·and C_onditions to add 
the provisic:m regarding Material _Alterations. This amendrriCnt to the Terms,and Conditions·does 
not -"interpret the existing PPA terms and conditions in a manner different than their strict 
contractual language" and ,does not violate a QF's right to ·sell energy and C?pacity under an 
existing PPA as the facility was described at the .. time'the agreement was ente_red into and at the 
rates set forth·in that agreement. Thus, not only are stich changes consistent with-the language of 
prior agreements, they were contemplated and specificall)' included in the contract language. 
Parties are on notice and presumably aware upon entering the agreement that certain terins and 
conditions are subject to change by the Commission. The Commission, therefore, denies 
reconsiderat_ion on this.issue and affirms its-finding that the OJOdifications to the Standard Terms 
and Conditions proposed by Puke, including the definition of Material Alteration, are reasonable 
and·appropriate 

A QF cannot demand strict compliance with the agreement with a modified facility. 
NCSEA and NCCEBA's analysis of previously approved Standard Offer PPAs erroneously 
focuses on '"estimated annual energy production" and not on changes that- would' increase the 
capacity of the facility. "In describing the·Sub 140 Terms and Conditions, NCSEA and NCCEBA 
quote the modification. that "[t]he Seller .shall not change its generating capacity ... without 
receiving the Company's-consent," but then allege that "[t]he Sllb 140,Tenns and Conditions d0 
not prohibit or require DEC/DEP·approval of changes to the Facility's DC rating, changes in the 
time of.delivery, or equipment modifications/' 
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A Material Alteration to a facility·should result in a review of payments under the existing 
contract. The Commission agreed that allowing a QF to modify its facility to substantially increase· 
energy output and be compensated at prior avoided cost rates would result in significant 
overpayment beyond the current avoided cost, which would be unfair to ra_tepayers. The 
Commission did not adopt the compromise position proposed by the Public Staff for bifurcated 
avoided cost rates, but the Commission did find it appropriate to continue to investigate the 
proposed compromise as a potential solution to properly encourage the addition ofbattery·storage 
in a manner that is fair to ratepayers. 

Reduction of capacity 

As discussed above, a Material Alteration includes any deviation from .the description of 
the facility in the original ·pp A. A decrease in capacity may have operational or plannihg impacts 
on the utility the same as capacity increases. ·NCSEA and NCCEBA have provided no new 
evidence, arguments, or other basis upon which to overturn lhe Commission's decision on 
reconsideration. The Commission, therefore, affirms its prior finding that Duke's proposed 
definition of Material Alteration, including a modification which results in an increase ,in the 
estimated annual energy production of the QF (Existing Capacity) or a decrease by inore than five 
pcrcent·is appropriate and denies-reconsideration on lhis is_sue. 

Definition of "like-kind" 

The Commission stated in the April 15 Order that the owner of a QF should be allowed lo 
maintain the facility during the term of the contracl,. incltiding repair and replacement-of parts and 
equipment. The definition of Material Alteration specifically provides that "the repair or 
replacement of equipment at the Facility.(including solar panels) with like-kind equipment, which 
does,not increase Existing Capacity or decrease the Existing Capacity by more than five percent 
(5%), shall not be considered a Material Alteration.'.' The Commission concluded that this language 
in the definition of "Material Alteration," which expressly allows replacement of "like-kind" 
equipment and provides that Material Alterations will be evaluated in a "commercially reasonable 
manner," adequately-addressed NCSPA and NCCEBA's concerns. 

While the Commission agrees that the term "like-kind" may include '!any equipment of the 
same general nature, and being used for the·same general purpose,,as the original equipment," to 
define "like-kind" as such appears unnecessary and may actually limit its application as it is 
impossible to. anticipate every scenario that might be encompassed within a "like-kind" 
replacement. NCSEA and NCCEBA ask, for example, whether a mono-facial solar PV panel may 
be replaced with a bi-facial panel of the sort commonly being use today. As stated in lhe definition 
of Material Alteration, the answer turns on whether the repaneling changes the Existing Capacity. 
Duke.shall act in·a commercially reasonable manner regarding Material Alterations and does not 
have unfettered discretion in determining whether a replacement is with like-kind,equipmenl,. and 
any aggrieved party who believes the utility improperly applied the term "like-kind" may file a 
complaint with the,Commission. 
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The Commission, therefore, is not persuaded that it is appropri~te. to adopt a specific 
definition, of like-kind for the purpose of interpreting the Material Alteration provision added to 
DEC's and E>EP's Terms and Conditions and denies reconsideration on this issue. 

Addition ofbatlerywilh no increa'ie in output 

NCSEA and NCCEBA. base their argwnent on this issue on testimony by Duke witness 
Snider which they believe indicates that ratepayers are indifferent•to the extent that a battery allows 
for shifting of delivery· from one .. time period to another. Upon review .of witness Snider's 
testimony, the Commission does not agree· with NCSEA and NCCEBA's interpretation. His 
testimony assumes different-pricing durihg-different delivery hours,-and he states that ratepayers 
are indifferent to whether the utility purchases energy at _avoided cost rates or generates the energy 
itself. The testimony cited by NCSEA and NCCEBA does-not.address potential changes in the 
delivery of energy under existing PP As made possible by the addition of storage. even where the 
capacity is, not increased, which may result in additional costs to ratepayers. In other testimony 
Duke witness _Snider clearly states that-such time-shifting would be delrimental to ratepayers. In 
his Supplemental Testimony, for example, Duke-witness,Snider states: 

For example, the addition of battery storage.to an existing QF that has committed 
to.sell under the legacy "Option B" avoided cost rate design would allow the QF to 
generate/discharge more power during legacy "o_n-peak" periods that no longer 
align with the Companies' highest marginal cost hours. In other words, absent the 
QF entering into a modified or new PPA reflecting Duke's current avoided costs 
and rate design, the addition of a battery storage system to an existing QF obligates 
the. Companies, and thus their customers, to pay the QF for new and additionaJ 
output in certain hours at rates exceeding the utility's now-current avoided costs, in 
a manner that-was not contemplated by either the QF or the interconnecting utility 
at the time the·QF originally committed to sell its output. 

Tr. vol. 2, 166. 

While finding that it was premature to decide whether the Public Staff's hybrid rate 
proposal is appropriate, the Commission fowtd that it is appropriate to continue to·investigate the 
proposed compromise as a potential·solution to properly encourage the addition of battery storage 
in a manner that is fair to ratepayers. The Commission-directed stakeholders to virtually meet and 
consider issues related to the addition of battery storage, including specific technology, 
commercial, and regulatory issues, and then to report to the Commission on the results of the 
stakeholder process. 

As stated above, a Material Alteration specifically include_s the addition of a Storage 
Resource.even where there is no increase in the total· energy output of the QF. The Commission 
fowtd in the Aprif 15 Order that Duke's proposed modifications to the Standard Terms and 
Conditions, including the definition of Material Alteration, are reasonable and appropriate and 
finds here•that NCSEA and NCCEBA have providf:d no new evidence, argwnents, or other.basis 
upon which to overturn the Commission's decision on reconsideration. 
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issues to be discussed in stakeholder process 

As noted above, 1he Commission 'specifically directed Duke to virtually convene a 
stakeholder group to consider the various technical, commercial, and regulatory challenges 
associated with the addition of battery storage at an existing facility. The Commission further 
required Duke and DENC to report to ·the Commission on the results of the. process by 
September 1, 2020. The question of other Material Alterations.that increase the output ofa facility, 
such as repaneling, also raise the. issue of how to compensate the QF for the increased output; 
however, this issue is beyond the'scope of.the initial stakeholder discussions and should not be 
taKen up at this time. It is possible that such discussions may be laken up at a later time, but.the 
Commission's focus, as expressed in_ the April 15·Order, and its directions to the stakeholder group· 
are upon barriers to the addition of battery storage. The stakeholder group has already convened 
and held several meetings on the issues before it, ·and the Commission is not persuaded that 
additional issues should be put before the stakeholder group-at this·time. 

Compliance.filing: "In its sole discretion" 

As directed by the Commission, Duke made a compliance filing on November 1, 2019, in 
response to the October 7, 20i9 Notice of Decision and October 17, 2019·supplemental Notice of 
Decision issued by th~ Commission in this proceeding. In response to the-April 15 Order, Duke 
made a further compliance filing stating that the· filings submitted on November I, 2019, 
"accurately reflect the conclusions reached" in the Commission's April 15 Order. No party 
objected to Duke's November I, 2019 compliance filing, and no party objected to its May 15, 2020 
compliance filing. 

In its March 27, 2019 Reply Comments and its November l, 2019 compliance filing, Duke 
includes the following language _related to Material Alteration: 

3. DEFINITIONS 

(f) "Material Alteration" as used in this Agreement shall,mean a modification 
to the Facility which renders the Facility description specified in this 
Agreement inaccurate ,in any material sense as determined by Company in 
a commercially reasonable manner including. without limitation, (i) the 
addition of a Storage Resource; (ii) a- modification which results in an 
increase to the Contract Capacity; Nameplate Capacity (in AC or DC), 
generating capacity ( or similar t~rm used in the Agreement) or the estimated 
annual energy production of the Facility (the "Existing Capacity"), or (iii) 
a modification which results in a decrease to the Existing Capacity by more 
than five (5) percent. Notwithstanding the foregoing, the repair or 
replacement of equipment at the Facility (including solar panels) with like
kind equipment, which does not increase Existing Capacity or decrease the 
Existing Capacity by more than five percent (5%) shall not be considered a 
Material Alteration. 
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4. CONTRACT CAPACITY 

(e) Any Material Alteration to the Facility, including without limitation, an 
inCrease in_ the Existing Capacity, a decrease in the Existing Capacity by 
more than five (5) percent or the addition of energy stonlge:'capability shall 
reqµire the prior written consent of the Compari)l~ which may be withheld 
in the Company':S sole: discretion, and shall not be effective until 
memorialized in an amendment execllted·by the Company and the Seller. 

Thus, while the definition in Section 3 provides that Duke will detennine whether a change is a 
Material Alteration "in a commercially reasonable mann~r," SectioQ 4 allows Duke to-withhold 
consent for the Material Alteration."in its·sole discretion." 

This distinction-was made in,testimony at the hearing. Upon cross-examination by counsel 
for SACE, Public Staff witness Metz was asked about this·apparent discrepancy and explained that 
commercial reasonableness is provided in th~ definit_ion of Material Alteration, or the 
detennination of whether a change is a Material Alteration, but the decision whether to approve 
the Charige•is left to·the utility.and its detennination of syStem impact as the operator of the electric 
grid. Tr. vol. 7, 23-25, 2_7-28. Similar testimony was elicited on further cross-examination of 
witness Metz by counsel for Duke. Tr. vol. 7, 84-86. 

NCSEA and NCCEBA raise this,issue as simply a change that was overlooked.by Dµke in 
making 'its compliance filing - a matter that should ·have been raised at the time the initial 
compliance filing w_as made including that language on.November I, 2019. However, this was not 
merely an.oversight, as this issue was raised at'the hearing on·cross-examination of Public Staff 
witness Metz. It is clear- and Duke conceded as such -•that the detennination of-whether a 
change is a Material AlteratioQ is t-o be made in a commercially reasonable manner, and that is 
embodied-in the definition of Material Alteration ih Section 3 of the Terms.and Conditions. The 
d~cision whe~er .fo allow the Material Alteration-is within Duke's SQle discretion as the electric 
grid operator. Again, any aggrieved party may file a·complaint with the Commission. 

The Commission, therefore, concludes that ·it fully considered- all of the evidence and 
arguments presented by the parties on this issue, arid NCSEAand NCCEBA have provided no new 
evidence, arguments, or other basis upon which tb -overturn the Commissio_n's· decision on 
reconsideration. 

CONCLUSION 

After careful consideration, the Commission ·finds good cause. to deny NCSEA and 
NCCEBA's motion for reconsideration. As provided herein, ·however, the Commission will 
require Duke to file·its resource adequacy stu~ies,together with any additional detail and· support 
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for the study inputs and outputs, and.th~ Nexantenergy efficiency and demand-side management 
market potential studies·in both the 2020 IRP and avoided cost proceedings. 

IT IS, THEREFORE, SO ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 21st day of July, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 

Commissioners Kimberly W. Dufficy, Jeffrey A. Hughes, and Floyd B. McKissick, Jr.-, did 
not.participate. 

DOCKET NO. E-100, SUB 163 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
2019 REPS Compliance Plans and 
20 I 8 REPS Compliance Reports 

ORDER APPROVING 2018 REPS 
COMPLIANCE REPORTS AND 
ACCEPTING 2019 REPS 
COMPLIANCE PLANS 

BY THE COMMISSION: North Carolina's Renewable Energy and Energy Efficiency 
Portfolio Standard (REPS),, codified at N.C. Gen. StnL § 62-133.8, requires all electric· power 
suppliers in North Carolina to meet specific percentages of their retail sales using-renewable energy 
and energy efficiency. Subsection 62-133.S(c) sets out-the perecntage requirements that apply to 
electric membership corporations (EMCs) and municipa1ities' that sell electric power to r:etail 
electric power customers•in North Carolina, and.provides the options available to-these EMCs and 
mUJlicipalitie~ for meeting the REPS requirements. These options include generating electric 
power at a new renewable energy facility, reducing energy consumption through the 
implementation of.demand side management (DSM)· and energy .efficiency (EE) measures, and 
purchasing renewaPle energy certificates (RECs) derived from in-state and,out-of-state renewable 
energy facilities. Pursuant to N.C.G.S. _ § 62-133.S(k), the Commission has developed, 
implementei:I, and maintains the North Carolina Renewable Energy Tracking System (NC-RETS) 
to verify REPS compliance and to facilitate the establishment of a market for the purchase and _sale 
ofRECs. 

Pursuant to N.C.G.S. § 62-133.8(i), the Commission adopted Commission Rule RB-67 to 
implement the .provisions of -the REPS. Co_mmission Rule R8-67(c) requires each_ EMC and 
municipal electricity supplier, or its utility compliance· aggregator, to file. a verified REPS 
coinpliance report on or before September 1 of each year describing its compliance with tlie REPS 
during the previous-calendar year .. Commission Rule R8-67(cX1) provides a list of the supporting 
documentation required to be included in the compliance report, including. the results of each EE 
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and DS_M prograni's measurement and verification (M&V) plan, or other documentation 
supporting an.estimate of the program's energy.reductions achieved in the previous year, pending 
implementation of a M&V plan. Coinmission Rule R8-67(b) requires each electric power supplier, 
or its utility: compliance aggregator, to file a REPS compliance plan on or before September I of 
each year settingJorth its -plan for future compliance with the REPS during the three-year period 
beginning with the currerit calendar year. ·Commission Rule. R8-67(b)(l) provides a list of th(? 

minimal information required to be included in c'ach electric power supplier's compliance plan. 
Commission Rule R8-67(h) requires each·electric power supplier to partic_ipate in 'NC-RETS !ind 
to provide data to NC-RETS to calculate its REPS Obligation and demonstrate its compliance with 
the.REPS requirements. 

Between August 28 and November I, 2019, the following municipaJ electric power 
suppliers, electric membership corporations, and utility compliance aggregators flied their 2018 
REPS compliance reports and 2019 RE.PS compliance plans: EnergyUnited Electric Membership 
Corporation (EnergyUnited); North Carolina Eastern Municipal Power Agency (NCEMPA), on 
behalf of its- 32 m·unicipaJ- members; North Carolina MunicipaJ Power_ Ageqcy Number 1 
(NCMPAI), on behalf.of its 19 municipal members; the Town of Waynesville (Waynesville); the 
Public Works Commission of the City ,of Fayetteville (FPWC); the Tennessee VaJley Authority 
(TVA), on behalf of itself, Blue Ridge Mountain EMC, Mountain Electric Cooperative, Murphy 
Electric Power Board, and Tri-State EMC; NTE Carolinas, LLC (NTE), on behaJfof the Town of 
Black Creek, the Town of Lucama, the Town of Sharpsburg, the-Town of Stantonsburg, and .the 
Town of Winterville (NC Towns); and the North Carolina Electric Membership Corporation 
(NCEMC), on. behaJf of its member cooperatives and four other electric power suppliers.1 

On December 3, 2019, NTE filed an updated 2018 REPS compliance report. 

On April 17, 2020, FPWC filed an updated 2018 REPS compliance report. 

On April 23, 2020, the Public Staff filed comments addressing the following: the 
2018 REPS compliance reports filed in this docket, including specific comments ori the individual 
reports; issues related to earning energy efficiency credits"_(EECs) from lighting measu~s; ,the 
2019 REPS compliance plans filed in this docket, including specific comments on the individual 
plans; compliance with the swine and poultry waste set-aside requirements;·and compliance with 
the REP~ spending-limits. The Public Staff's,comments· provide details about each of the 2018 

1 ln its 20I~ REPS compliance report, NCEMC identifies the following EMCs as member cooperatives: 
Albemarle EMC, Brunswick EMC, Cape Hatteras EMC, d/bla Cape !-{atteras Electric Cooperative. Carteret-Craven EMC, 
d/b/a Carteret-Craven Electric Cooperative (EC). Central .EMC. ·_Edgecombe-Martin Collllty EMC, Four County }!MC, 
French Broad EMC, Haywood EMC, Jones-Ons!Ow EMC, Lum bee River EMC, Pee Dee EMC, Piedmont EMC. Pitt & 
Greerie EMC, Randolph EMC, Roanoke EMC, d/b/a Roanoke Electric Cooperative. Souili River EMC, Surry~ Yadkin EMC, 
Tideland EMC, Tri-Olunty EMC, Union EMC, dlb/a Union PoWl.T Cooperative, and Wake EMC. ln addition, NCEMC 
states that it performs !IBPS compliance services on behalf of Mecklenburg EC, headquartered in 0.a.se, Virginia; Broad 
Riv~ EC, headquartered in Gaffney, South Carolina; and lhc Town ofCJ::lk City (Oak City), which is a wholesale customer 
of Edgecombe-Martin County EMC, whose requirements include those of Oak City. The Town ofF01mtajn is a wholesale 
euslomer or Pitt and· Greene EMC, whose requiremenl5 ~ include those of F 01mtain. Beginning with the 20 I 8 • REPS 
compliance y'ear, Halifax EMC has joined NCEMC's REPS compliance members and is included in NCEMC!s plan. The 
Town ofEnfield is a wbolesali: customer ofHaJifax EMC,. and En.field's REPS requirements are included as part of Halifax 
EMC's REPS requirements. 
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REPS compliance reports that were·filed·-by the electric power suppliers. Based upon its review of 
the REPS compliance reports, the Public Staff recommends that the C<;,mmission approve the 2018 
REPS compliance reports filed by EnergyUnited, FPWC, NCEMC,NCEMPA, NCMPAI, NTE, 
TVA, and Waynesville. ·The Public Staff further recommends that the Commission find that the 
REPS compliance plans filed in this docket indicate that the ml.micipalitles and EMCs should-be 
able to. meet.their REPS-·obligations during the planning period without nearing or exceeding the 
REPS spending limits, with exception ofthe·swine and poultry waste set-aside. 

NCEMCfiled reply comments on April 29, 2020. 

REPS REQUIREMENTS FOR EMCS AND MUNICIPALITIES 

For 2018, N.C,G.S. § 62-133.8(c) requires that each EMC or municipality that sells electric 
power to r~tail electric power customers in the State meet the equivalent often percent of its 2017 
retail soles by using renewable energy.or by reducing energy consumptio11 ~hrough implementation 
of DSM or EE measures;. Within this ten percent requirement, e·ach EMC and municipality must 
meet the,requirements of the REPS by 1.1sing a specified amount of~n_ewable energy from solar, 
swine waste,·3.nd poultry waste,.resources. These E_MCs and municipalities are p~nnitted·to in.cur 
incremental costs.to comply with the REPS require~ents up to the total anllUal limit established 
in NcC.G.S. § 62-133.8(b)(3) and (4). As reflected in the following discussion, the Commission 
considered the 2018 REPS compliance reports and 2019 REPS compliance plans filed in this 
docket and the comments of the Public Staff in detennining whether these EMCs and 
municipal\tie5 met their REPS obligations and reporting requirements. 

REPS Set-Aside Requirements . .., ,
4 

The REPS set-aside requirements are established in N.C.G.S. § 62-133.8(d) for solar, 
subsection (e).for swine waste, and subsection (f) for poultry waste. For 2018, the·solar set-aside 
requirements provide that each ·EMC and municipality shall supply. 0;2 p·ercent of its·20l 7 retail 
sales through the use of solar energy resources. Pursuant to the. authority· granted to the 
Commission .in N.C.G:S. § 62-l33.8(i)(2), the 2018 swine aod poultry waste set-aside 
requi~ments were·modified.by the-Commission's Order Modifying the Swirie and.Poultry Waste 
Set-Aside Requirements and Providing Other Relief, issued on-October 16, 2017, in Docke_t 
No. E-100, Sub 113 (2017 Delay Order). The2017 Delay Order further modified the swine and 
poultry waste set-aside requiremerits by (I) delaying the 2017 swine waste set-aside requirements, 
and the scheduled increases in those: requirements, for one additional year;,_(2) maintaining the 
2017 poultry waste set-aside· requirements at the same level as the 2016 requirement 
(170,000 MWh), and (3) delaying the schedule_d incre,ases in the poultry waste ·set-aside 
requirements by one.year; Similar to the 2017 Delay Order, the Commission's Order Modifying 
the, Swine and Poultry Waste Set-Aside Requirements. and ·Providing Other Relief issued on 
October·8, 2018, in Docket No: E-100, Sub 113 (2018 Delay Order), modified the swine waste 
set-aside requitements,by de_laying the 2018,swine waste set-aside req1:1irements and the scheduled 
increases by one additional year, as applicable to EM Cs and municipalities, and modified the 2018 
poultry waste set7aside req~irementrby maintaining the I 70,000 MWh requirement and delaying. 
the scheduled increases by .one year. On December _16, 2019~ the Commission issued a further 
order in Docket No. E-1000 Sub 113 (2019 Delay Order), which modified·the swine waste.set-
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aside requirements by delaying the 2018 swine waste set-aside requirements and the·scheduled 
increases by one additional year, as applicable.to EM Cs and municipalities, and modified the 2018 
poultry waste set-aside requi~ments to 300;000 MWh and delaying the scheduled increases by 
one year, as well as reducing the scheduled increase in 2019 to 500,000 MWh. 

In its comments, the Public Staff states that all of the EMCs and municipalities met the 
solar set-aside requirements. The Public Staff notes the swine waste requirement continues to be 
difficult for the electric. power suppliers to achieve in the near future. However, only FPWC, 
NCEMC, and Waynesvilie (representing around 48% of total 2018 sales for the .Muni/EMC 
Suppliers) expressed doubt as to their ability to meet the poultry waste set-aside for 2019. 

The Commission finds the Public Staff's· comments addressing the set-aside requirements 
helpful and directs the Public Staff continue to file comments specifically addressing compliance 
with the solar, swine, and poultry waste set-aside reqLiifements in future proceedings established 
to review EMCs and municipalities' REPS compliance. 

REPS Spending Limits 

Subsections. 62-133.8(h)(3) and (4) limit an eleetric power supplier's annual REPS 
spending by providing that-the.total annua_l incremental costs to be incurred by an electric power 
supplier and recovered from the-electric power supplier's customers shall not exceed an amount 
equal to the per-accotlnt annual charges applied to the total number of customers. "Incremental 
costs" means all reasonable· and prudent costs incurred by an electric power supplier to comply 
with the REPS requirements that arc in excess of the electric power supplier's .avoided costs. 
N.C.G.S. § 62-133.8(h)(I ). For 2018, the total annual spending limit, or "cost cap," that applies to 
each·eJectric power supplier is-the total of the following annual per-account charges applied-to the 
total-number of customers: $27 for each residential customer-account; $ I 50 for each commercial 
customer account; and $1,000 for each industrial customer account. N.C.G.S. §'62-133;8(h)(3) 
and (4). 

In its ·comments, the Public Staff states that the incremental costs of REPS compliance 
incurred by each EMC and-municipality were below the annual spending limit for 2018. The Publie 
Staff summarizes REPS compliance and compliance. costs for 2018 in Table I of its commenls. 
The Public Staff summarizes projected REPS incremental cosis,.as comparef.to the future annual 
cost caps, in Table 3 of its comments. The Public Staffs comments and the summary table both 
indicate that each EMC and muni~ipality is projected to be well below its respective spending limit 
through 2021. 

The. Commission finds the. Public Staff's comments helpful and directs the Public Staff 
continue to,file comments in future proceedings specifically addrCssing Compliance with the REPS 
spending limits. 

EECs from Lighting Programs 

Subsection 62-l33.8(c)(2) pennits EMCs and municipalities to meet the •REPS 
requirements by reducing ·energy consumption through _the implementation of EE measures. An 
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"energy efficiency measure" means an equipment, physical, or program change implemented aft.er 
January I, 2017, that results in less energy used to· perfonn the ·same function. 
N.C.G.S. § 62-133.8(a)(4). Commission Ruic R8-67(c)(ix) requires each EMC and municipal 
electric supplier to include in its REPS compliance report a measurement and verification (M&V) 
p_lan for each energy efficiency or demand-side management program. The Commission 
specifiCally a_ddresscd lighting pr0grams implemented by EMCs and municipalities in the Order 
Approving 2014 REPS Compliance Reports, issued on March 29, 2016, in· Docket No. E-100, 
Sub 1'45. Pursuant to that Order, for the 2015 REPS compliance reports; the Commission requires 
EMCs and municipalities to use M&V studies that are no older than 2015 for EE programs 
implementing compact florescent lighting (CFL) !'tleasurcs. The· Commission tracks the 
implementation of EE programs or measures through issuance,.tracking, transferring, and retiring 
of energy efficiency credits (EECs) .. Jn the order approving 2015 REPS Compliance Reports, 
issued on June 14, .2017, in Docket No. E-100, Sub 149; the Commission concluded that each 
EMC ru:id mullicipal electric power supplier that is claiming EECs· from lighting measures should 
be required to address in its M&V study process whether a new baseline for lighting-based 
EE programs is appropriate. 

In its comments on the individual-REPS compliance reports and REPS compliance·plans, 
the Public Staff discusses the EE programs that ,the EMCs and municipalities use to meet their 
REPS requirements by reducing energy const.lmption. With-regard to lighting programs, the Public 
Staff observes that only EnergyUnited, FWPC, and NCEM(: included EECs from lighting 
measures. The Public Staff further observes that the remaining EMCs and municipalities either 
did not include any EECs from lighting measures or stated that they would no longer offer EE 
lighting programs. 

.,. 
The Public Staff notes that after enactment of the Energy Independence and Security Act 

(EISA) in December 2007, the U.S. Department of Energy (DOE), adopted revised energy 
conservation siandards for general s~rvice light bulbs; This increased elliciency standard would 
have become ·effective on January 1, 2020; however, the DOE withdrew the revised lighting 
standards.before they could become effective finding that they were not-economically justified. 

The Public Staff then discusses the rapid transformation of the EE lighting market and 
states that the EE lighting market in North Carolina appears to be transforming at a faster rate than 
was initially recognized. The Public Staff credits this fast transformation to changes to federal 
lighting standards since 2007 and to customer preference for LED lighting. The Public Staff asserts 
that the.lighting market has substantially transfonned to the point that non-specialty LED,Jighting 
should be considered the baseline standard-for general service bulb-technologies. Therefore, as in 
prior d0ckets, the.Public Staff recommends that if any EMCs or municipali_ties decide to·proceed 
with lighting related measures as a·means of generating EECs after 20~0; then only the specialty 
LED bulb technologies should qualify, and should be reflected in future.EMC _and municipality 
REPS compliance plans, starting with the upcoming filing due September I, 2620. 

NCEMC filed reply comments on April 29, 2020, objecting to the Public Staff's 
recommendations that only specialty LED bulb technologies should qualify as a mearis for 
generating EECs for REPS compliance !lfier 2020. NCEMC argues that LED bulb technologies 
are not yet the baseline, noting the DO E's change,of position and detcnnination not to implement 
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revised energy conservation standards beginning in January of 2020. NCEMC states that the 
DOE's final detennination is a significant change of circumstances that should be noted by the 
Commission as a strong indication that the federal government does not recognize that a '-'market 
transfonnation" from CFLs as baseline to LEDs as baseline has as of yet, not occurred. 

NCEMC also notes that the Public Staff raises as one·of the goals of EE programs raising 
"customer awareness of and confidence in EE technologies, and to encourage customers to adopt 
EE measures on their own." While.the Public Staff indicates that North Carolina has reached that 
point, NCEMC provided examples of its members' recent social media efforts to continue to build 
customer awareness and confidence in LEDs stating that such efforts by its members calls "into 
question whether LED adoption. has truly become 'routine' and 'baseline' in the service areas of 
NCEMC's REPS Compliance Members.'' 

In Docket No. E-100 Sub 159, in its Order Approving 2017 REPS Compliance Reports and 
Accepting 2018 REPS Compliance·Plans issued on August 13, 2019, the Commission found that 
it would allow electric suppliers to address whether EECs from lighting measures should be 
required to address, in their M&V:study process, whether a new ba5eline for lighting-based EE 
programs is appropriate "more fully in the proceeding established to review their 2018 REPS 
compliance-reports and 2019 REPS compliance plans, which are due.to be filed on September I, 
2019. Absent significant objections received in that-proceeding, the Commission is inclined to 
adopt the Public Staff recommendation effective for the REPS compliance filings du_e to be filed 
on September 1, 2020." The Public Staff detennined that the M&V study process presented by the 
three electric suppliers elaiming-EECs were satisfactory. NCEMC indicates that its plan to update 
its M&V study during the 2021-2022 timeframe has not changed, especially in light of the DOE's 
withdrawal of its revised lighting standards, its desire to keep administrative costs down, and the 
current COVID crisis' negative impact on electric cooperative finances. 

The Commission appreciates the Public Staff's attention to the EEC's M&V issue over the 
past several years in several of the Commission's dockets. The Commission recognizes the 
complexities involved in the M&V process and the time, effort, and expense that electric power 
suppliers incur in conducting these studies. For this reason, in the August t 3, 2019 order approving 
the 2017 REPS compliance reports, the Commission provided thc.EMCs and municipalities an 
additional year to review and adjust to the new requirements. However, based on the current 
negative economic impact facing the EM Cs and municipalities as a result of the COVID pandemic, 
the decision by the DOE not to adopt revised lighting standards, and the satisfactory M& V support 
provided by the three electric suppliers that included EEC programs in their 2018 REPS 
compliance reports, the Commission finds that it will delay adopting the Public Staff 
recommendation regarding M& V process study requirements for support of EEC lighting 
measures for one- additional year. Therefore, the Commission will adopt the Public .Staff 
recommendation effective for the REPS compliance filings due to be filed on September I, 2021. 
Additionally, the Commission finds that based on the DOE's decision to withdraw its revised 
lighting standards, the Commission will not adopt the Public Staff's recommendation that non
specialty LED lighting should be considered the baseline standard for general service light bulb 
technologies at this time, declining to adopt LED as the baseline at this time. Finally, the 
Commission finds the Public Staffs comments on these issues quite helpful and directs the Public 
Staff to continue to file comments in future proceedings specifically addressing the earning of 
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EECs from lighting-based EE measures where EMCs and municipalities seek to use EECs derived 
from these measures to meet their REPS compliance obligations. 

2018 REPS COMPLIANCE REPORTS 

Each EMC and municipality (or its utility compliance aggregator) required to do so filed 
in this docket the 2018 REPS compliance report required by Commission Rule R8..:67(c). In its 
comments, the Public Staff reviewed-and commented on each REPS compliance report filed in 
this docket. Based on its review, the Public Staff states that all EMC and municipal electric power 
suppliers met the 2018 general REPS requirements ofN.C.G.S. § 62-133.8(c) and the 2018 solar 
set-aside requirements ofN.C.G.S. § 62-133.S(d). As renected in Table 1 in the Public Staff's 
comments, the Public Staff concludes that the total 2018 incremental costs incurred by each EMC 
and municipality to meet its REPS requirements were below the total annual cost cap established 
by N.C.G.S. § 62-133.8(h)(3) and (4). As reflected in the following discussion, in determining 
whether each EMC or municipality met its 2018 REPS obligatioris and reporting requiremenL<;,.the 
Commission reviewed and considered the 2018 REPS compliance reports filed by each EMC or 
municipality (or its compliance aggregator), the records in NC-RETS, the Public Starrs comments 
and. supplemental comments, as well as the comments filed by or on behalf of the EMCs and 
municipalities, as applicable. 

EncrgyUnited 

On August 28, 2019, EnergyUnited filed its 2018 REPS compliance report. 
EnergyUnited's report demonstrates that EnergyUnited's 2017 total retail sales were 
2,517,130 MWh; therefore, EnergyUnitcd's general REPS obligation often percent of2017 retail 
sales is 251,173 RECs, and its solar set-aside requirement, based on 0.2 percent of2017 sales, is 
5035 RECs. Purther, EnergyUnited's share of the 2018 poultry waste requirement is 5,473 poultry 
waste RECs. EnergyUnited's 2018 REPS compliance sub-account in NC-RETS demonstrates that 
EnergyUnited met its 2018 REPS requirements by submitting the required number ofRECs for 
retirement based upon the foregoing sales levels and REPS requirements. 

lo its April 23 comments, the Public Staff states that EncrgyUnited1s Report and its 
NC-RETS-account indicate that it met its REPS requirements for 2018. The Public Staff notes that 
EnergyUnited included EECs from two programs, the Commercial Lighting Program and the Heat 
Pump Rebate Program and supported the number of EECs generated by these progmms through 
the use ofa 2009-11 Bellwether Management M&V-report and an Energy Star savings calculator, 
which the Public Staff found acceptable. The Public Staff also notes that EnergyUnited has updated 
the calculations to renect the most current applicable standards and recommend the Commission 
approve EncrgyUnited's 2018 REPS Compliance Report. 

Dased upon the foregoing and the entire record in this proceeding, including 
EnergyUnited's 2018 REPS compliance report, the data in EnergyUnited's 2018 REPS 
compliance sub-account in NC-RETS, and the comments of the Public Staff, the Commission finds 
that EnergyUnited complied with its 2018 REPS requirements, and that the RECs and EECs in 
EnergyUnited's 2018 REPS compliance sub-account in NC-RETS should be retired. The 
Commission further finds that EnergyUnited's 2017 REPS compliance report includes the 
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infonnation and supporting documentation required by Commission Rule R8-67(c), and 
the Commission, therefore, concludes that EnergyUnited's 2018 REPS compliance report, should 
be approved. 

FPWC 

On August 30, 2019, FPWC filed its 2018 REPS compliance report. On April 17, 2020 
FPWC filed a· revised 2018 REPS compliance report· correcting some typographical errors. 
FPWC's report indicates that FPWC's 2017 total retail sales were 1,967,324 MWh; therefore, 
FPWC's general REPS obligation often percent of20l 7 retail sales is 196,733 RECs, and its solar 
set-aside requirement, based on 0.2 percent of2017 sales, is 3,935 solar RECs. Further, FPWC's 
share of the 2018 poultry waste requirement is 4,668 poultry waste RECs. FPWC's 2018 REPS 
compliance sub-account in NC-RETS demonstrates that FPWC met its 2018 REPS requirements 
by submitting the required number of RECs for retirement based upon the foregoing sales levels 
and REPS requirements. 

The Public Staff states that FPWC's Report and its NC-RETS sub-account indicate that it 
met its REPS requirements for 2018. The Public Staff noted that FPWC did not use any EECs for 
REPS compliance in 2018 but has the following four EE programs that_ generate EECs: 
(1) Refrigerator Incentive Program (RIP), (2) Residential Heating, Ventilation, and Air 
Conditioning (HY AC) Program, (3) Energy Efficient Lamp Distribution Program, and (4) Light 
Emitting Diode (LED) Street Light Program. The Public Staff stated that FPWC has perfonned 
EM&V and banked EECs for the LED Street Lighting Program and the Residential HVAC 
Program. For EM&V, FPWC used data from versi0n 8 of the 2018 Mid-Atlantic Technical 
Reference Manual 8 (Mid-Atlantic TRM), which the Public Staff states that it finds acceptable. 
Finally, the Public Staff recommends that the Commission approve FPWC's 2018 REPS 
compliance report 

Based on.the foregoing and the entire record herein, the Commission finds that FPWC has 
complied with its 2018 REPS requirements, and that the RECs and EECs in FPWC's 2018 REPS 
compliance sub-account in NC-RETS should be retired. The Commission further finds that 
FPWC's 2018 REPS compliance report includes the infonnation and supporting-documentation 
required by Commission Rule R8-67(c), and, therefore, the CommiSsion concludes that FPWC's 
2018 REPS compliance report should be approved. 

NTE 

On November I, 2019, NTE filed its 2018 REPS compliance report. Subsequently, on 
December 3,2019, NTE filed a supplemental 2018 REPS compliance report, containing completed 
infonnation on total incremental costs incurred during the calendar year. NTE's report indicates 
that NTE's 2017 total retail sales were 113,374 MWh; therefore, NTE's general REPS obligation 
of ten percent of20I 7 retail sales is 11,338 RECs, and its solar set-aside requirement, based.on 0.2 
percent of 2017 sales, is 277 solar RECs. Further, NTE's share of the 2018 poultry waste 
requirement is 266 poultry waste RECs. NTE's 2018 REPS compliance Sub-account in NC-RETS 
demonstrates that NTE met its 2018 REPS requirements by submitting the required number of 
RECs for retirement based upon the foregoing sales levels and REPS requirements. 
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In its_ comments, the Public Staff states that NTE's Report and its 2018 NC,;RETS 
sub-account indicate that it met the REPS'r'equirements for 2018. The Public Staff notes tha! NTE 
did noi'use EECs for REPS-compliance in 2018.-Further,.the Public Staff recommended approval 
of NTE's 2018 REPS. compliance report. 

Based up_on the foregoing and the entire record in this proceeding, including Nf.E's 2018 
RE_PS compliance report, _the data in NTE's 2018 REPS coinpliaflce sub-account in NC-RETS, 
and the commeri.ts of the Public Staff, the Commission determines that~ complied with its 
201 ~ REPS. requirements, and that- -the· RECs and EECs in NTE's 2018 REPS compliance 
sub-account in NC.!RETS sh9uld be retired. Further, the Commission finds that NTE's 2018-REPS 
comPliance report inclu_des the information and ·supporting doc~mentation required by 
Commission Rule R8-67(c), and, therefore, the.Commission concludes that NTE'S 2018 REPS 
•compliance report shoUld be approved. 

NCEMC 

On August 29, 2019, NCEMC filed its 2018 REPS compliance report. NCEMC's 
compliance report indicates that NCEMC's. 2017 total retail saJes were 12,973,377 MWh; 
therefore, NCEMC's general REPS obligation or ten percent or 2017 retail s'11es is 
1;297,338 RECs, and its solar set-aside reqtiirement, t;,ased on 0.2. percent ·or 2017 sales, is 
25,947 solar ·REcs. Further, NCEMC's, share or the. 2018 poultry waste requirement i~ 
29,433 poultry waste RECs. NCEMC's 2018 REPS compliance sub-ac.count in· NC-RETS 
,demonstrates that NCZEMC ffiet its 2018 REPS·requirements by submitting the required number or 
RECs for retirement based upon the-foregoing saJes levels and REPS requirements. 

In its April 23 comments, the Public Staff states that NCEMC's 2018 REPS compli~ce 
report and its NC-RETS stib-account indicate tharit met its •REPS requirements for 2018. The 
Public Staff notes that NCEMC provides REPS compliance services for Mecklenburg -~lectric 
Cooperative based in Virginia, and Broad River Electric •Cooperative ~as_ed in South Carolina. 
However, NCEMC-does·not consider these two EM Cs to·be members ofNCEMC, and, therefore, 
it reports their compliance data separately to the Commission. The Public·Staff additionally-notes 
that NCEMC's members earned EECs from.the following programs: 

(1) Eneigy Star Lighting Program-NCEMC participants distribute CFLs to their 
niembers through various charinels. However, NCEMC' does not claim EECs eanied 
from CFLs 'installed after 7013, because it considers CFLs now .to be a. baseline 
technology; 

(2) W_ater Heating Efficiency Program - NCEMC members distribute kits• that include 
water heater blankets, pipe insulation, and low·flow· faucet and shower head-aerators; 

(3) Community EE- and Community EE Low Income. Programs - These two p-rograms 
provide home air sealing and insulation ,measures to residential customers. Both 
programs-represent smaU portions of.the overall EE savings; and 
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(4) Agriculture EE, Commercial EE, Commercial New Construction, Energy Star 
Appliances, Energy Star New Homes, Energy Star Lighting, Energy Cost Monitor, and 
Refrigerator/Freezer Replacement Programs - Supporting calculatioru. for the energy 
savings associated with 'these programs are based on data and anal)'ses from multiple 
market potential studies conducted by, GOS Associates, Inc. (GOS), as well as other 
customer-specific reports.1 

The Public Staff further recommends that the CommiSsion approve NCEMC's 2018 REPS 
compliance report, including the·M&V results forthe-EECs NCEMC earned in 2018. 

Based upon the-foregoing and the entire record in this proceeding, including NCEMC's 
2018 REPS compliance report, the data in NCEMC's 2018 REPS compliance sub-account in 
NC-RETS, and the comments of the Public Staff, the Commission determines that NCEMC 
complied with its 2018 REPS requirements, and that the RECs and EECs in NCEMC's 2018 REPS 
compliance sub-account in NC-RETS should be retired. Further, the Comrriission finds that 
NCEMC's 2018 REPS compli.µ1ce.report includes the information and supporting documentation 
required by Commission Rule R8-67(c), and, therefore, the Commission concludes thatNCEMC's 
2018 REPS compliance report, including the M&V results for EECs earned in 2018, Should 
be approved. 

NCEMPA 

On August 28, 2019, NCEMPA flied its 2018 REPS compliance report. NCEMPA's 
compliance report states that NCEMPA?s total·2017 retail electric sales were 7,013,038 MWhs. 
Based on ten percentofits 2017 retail sales, NCEMPA's 2018 REPS obligation is 701.,304 RECs, 
and, based on 0.2 percent ofNCEMPA's total 2017 retail sales, its solar set-aside obligation is 
14,027 solar RECs. NCEMPA's share of the poultry waste set-aside requirement is 16,098 poultry 
waste RECs. Consistent with these requirements, the data in NC-RETS' indicates that NCEMPA 
submitted the required number ofRECs for retirement based upon the foregoing sales levels arid 
REPS-requirements. 

In its April 23 comments, the Public Stnffstates that NCEMPA's 2018 REPS compliance 
report and NC-RETS compliance sub-account.indicate that NCEMPA met its REPS requirements 
for 2018. The Public Staff notes that NCEMPA implements EE programs, it no longer tracks 
EE savings or use EECs ,for compliance due to high M&V costs. The Public Staff recommends 
that the Commission·approvc NCEMPA's 2018 REPS compliance report. 

Based upon the foregoihg and the.entire record in.this proceeding, including NCEMPA's 
2018 REPS complianqe report, the data in NC-RETS, and the Public _Staffs comments, the 
Commission determines that.the NCEMPA municipalities met their 2018 REPS obligations, and, 
therefore, the RECs in NCEMPA's 2018 REPS compliance sub-account iri NC-RETS should be 

1 GOS relies heavily on !he Mid-Atlantic 'fR!',1 and•olher M&V reports from North Carolina investor-owned 
electric utiliUes (IOUs)'IO support the uJXfated kWh per measure savings for the purpose of calculating the EECs that 
NCEMC ll.5eS for REPS complianc:e purposes. Much of this infonnation is reviewed by the Public Sta If during its review of 
EE rider proceedings filed pursuant to Commission Rule RS-69 by the IOUs, and the Public Staff states that it considers this 
in.funnation to be a reliable resou:n:e. 
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retired. Further, the Commission finds that NCEMPA's 2018 REPS compliance report includes 
the iriformation and_ supporting documentation required by Commission Rule R8-67(c). The 
Commission, therefore,_ conc!Udes that NCEMPA's 2018 REPS compliance. report should 
be approved. 

NCMPAI 

On August 28, 2019, NCMPAI filed its 2018 REPS compliance report. NCMPAl's 
compliance report states that NCMPAI's tota1'2017-retail sales were 4,933,026 MWhs. Based on 
ten percent ofits 2017 total retail sales, NCMPA 1 's 2017 REPS obligation is 493,303 ·RECs. Based 
upon the 2018 solar set-aside requirement of 0.2 percent, NCMPAI 's solar set-aside pbligation is 
9,867.solar RE_Cs, and its·share of the poultry waste set-aside requirements is 11,235-poultry waste 
RECs. Consistent with these requirements, the data in NC-RE.TS indicates tfiat NCMPAI· met its 
2018 REPS requirements.by submitting the required number of RECs for retirement based upon 
the foregoing sales levels and REPS requirements. 

In its comments, the Public Staff states that NCMPAJ's compliance report and 
NC-RETS compliance sub-account indicate that.NCMPAI met its REPS requirements for 2018. 
The Public Staff notes that NCMPA I impleme_nts EE programs, it no longer tracks EE-savings or 
uses EECs for compliance due to high M&V costs. The Public·_Staff recommends that the 
Commis~ion approve NCMP A 1 's 2018 REPS compliance report. 

Based upon the fofegoing and·the entire record in thiS-proceeding, including NCMPAI's 
2018 REPS. compliance report, the data i!} NC-RET_S, and the Public, Staff's commen_ts, the 
Commission concludes-that the NCMPAJ.,municipalities met their 2018 REPS obligations, and, 
therefore, the RECs.in NCMPAl's 2018 REPS compliance sub-account in NC-RETS should be 
retired. Further; lhe Commission finds that.NCMPAI 's 2018 REPS compliance report includes 
the information and s·upporting docum~ntation required 1:)y Commission Rule R8-67(c). The 
Commission, therefore, concludes that NCMPAl's 2018. REPS compliance report should' 
be approved. 

TVA 

On October 22, 2019, TVA filed its 2018 REPS compliance report. As noted above, 
TV A reports on REPS compliance on behalf of Bille Ridge M0untain Electric M_embership 
Corp_oratio~, Mountain Electric Cooperative, Murphy Electric Power Board, and Tri-State Electric 
Meinbership•Corporation.-TV A's 2018 REPS compliance report indicates that its total 2017 retail 
sales. were 582,800 MWhs. Based upoil the ten per~ent requirement, TVA's· 7018 REPS 
requirement is 58,280 RECs. Based on the solar set:.aside requirement of0.2 percent, iv A's.2018 
solar set-aside-requirement is 1,166 solar.RECs. TV A's share of the 2018 aggregate poultry waste· 
sel-!:1Side requirement is 1,357 poultry waste RECs. The data in TVA's 2087 compliance 
sub-account in NC-RETS evidences that 1V A met its REPS requirements'for 2018 by submitting 
.the required number of RECs for retirement based upon the foregoing sales levels and 
REPS requirements. 
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In its comments, the Public Staff states that TVA 's 2018 REPS compliance report and 
NC:-RETS compliance sub-account demonstrates that TV A met tl,e REPS requirements for 2018. 
The Public Staff notes that TVA did not use any EECs for REPS compliance in 2018, and that 
TV A provides REPS compliance services at no cost to the four distributors of its electricity in 
North Carolina. The Public.Staff recommends that the Commission approve TV A's 2018 REPS 
compliance report. 

Based upon the foregoing and the entire record in this proceeding, including TV A'.s 2018 
REPS compliance report, the data in NC-RETS, and the Public Staffs comments, the Commission 
detennines that TV A's electric distributors·met their 2018 REPS requirements, and that the RECs 
and EECs in TVA's2018 REPS.compliance sub-account ill NC-RETS sh_ould be retired. Further, 
the-.Commission finds that TV A's 2018 REPS compliance report includes the information .and 
supporting documentation required by Commission Rule R8-67(c). The Commission, therefore, 
concludes that TV A's 2018 REPS compliance report should be approved. 

Waynesville 

On September 16, 2019, Waynesville filed .its 2018 REPS compliance report 
Wayn~sville's compliance report indicates .that its total 2017 retail ·sales were 85,538 M\Vhs. 
Based upon the ten percent general REPS requirement, Waynesville's total 2018 REPS_ compliance 
obligation is 8,554.RECs. Based upon the solar set-aside requirement of0:2%, Waynesville's solar 
set-aside requirement is 171 soi'ar RECs. Waynesville's share of the 2018 aggregate poultry waste 
set-aside requirement is 206 poultry waste RECs. The data in Waynesville's 2018 REPS 
compliance sub-account in NC-RETS demonstrates that Waynesville met its REPS requirements 
for2018 by submitting the required number of RE Cs for retirement based upon the foregoing sales 
levels and REPS requirements. 

In its comments, the Public Staff states that Waynesville's 2018 REPS compliance report 
and NC-RETS compliance sub-account ifldicate that Waynesville met the requirements for general 
RECs and solar RECs for 2018. The Public Staff further states that Waynesville did not use any 
EECs for RE_PS compliance in 2018. Additionally the Public Staff notes that Waynesville plans to 
enter into additional contracts to meet its REPS obligation and that Waynesville is currently 
evali.Jating_EE pr9W<Ws and plans to meet its general requirement during the planning period with 
RECs from biomass, solar, wind, and its SEPA allocation. The Pi.i_blic Staff noted that Waynesville 
anticipates having sufficient resources to comply with the general and solar compliance 
requirements throughout the planning period, but Waynesville does not expect to meet the swine 
and poultry waste requirements during the planning period. The Public Staff stated that 
Waynesville is currently working to procure these RECs both through contracts and on thf! market, 
but is having trouble doing so due to its small size. Finally, Public Staff recommends that-the 
Commission approve Waynesville's 2018,REPS compliance-report. 

Based upon the foregoing and the entire record in this proceeding, including Waynesville's 
2018 REPS compliance report; the data in NC-RETS, and the Public Stafrs comments, the 
Commission determines that Waynesville met its 2018 REPS requirements, and that the RECs in 
Waynesville's compliance sub-account in NC-RETS should be retired. Further, the Commission 
finds that Waynesville's '2018 REPS compliance report includes-the information.and supporting 

179 



GENERAL ORDERS - ELECTRIC 

documentation required by Commission Rule R8-67(c). The Commission, therefore, conclLides 
that Waynesville's.201_8 REPS compliance report should be approved. 

2019 REPS COMPLIANCE PLANS 

Each EMC a:n.d municipal electric power supplier (or its utility compliance aggregator) 
filed in·this docket the 2019 REPS compliance plan required by Commission Rule R8-67(b). [n its 
comments, the Public Staff states that the REPS compliance plans filed in this docket contain the 
infonnation required by Commission Rule R8-67(b) ,to demonslrate how each municipal and 
EMC electric service provider intends to comply with the REPS requirements.for 2019, 2020, and 
2021 (the relevant planning period for the 2019 REPS compliance plans). The Public Staff further 
states that all of the EMC afld municipal electric service providers indicate that they will satisfy 
the general REPS requirements and the solar set-aside requirements during the planning.period, 
and that their incremental costs to do so will not exceed the annual cost cap established in 
N.C.G.S. § 62-133.8(h)(3) and (4). The- Public Staff notes that the majority or the EMC and 
municipal electric power suppliers do not expect to he.able to comply with the swine.or poultry 
waste set-aside requ_irements during the planning period unless they receive assistance from a 
larger utility. The Public Staff also commented on each REPS compliance plan filed in this docket. 
In determining whether each EMC or ·municipal Clectric power supplier met its reporting 
requirements for REPS compliance planning, the Commission reviewed and considered the 
2019 REPS compliance plan filed by each EMC or municipal· electric power supplier (or its utility 
compliance aggregator) and the comments of the Public Staff. 

On July 15, 2020, in this docket, after the Public Staff filed its comments, ElectriCities of 
North Carolina, Inc. (ElectriCities), NCEMPA and NCMPAI Gointly Power Agencies) fil~d a. 
letter with the Commission requesting to reopen NC-RETS, retail energy sales inputs for 2018 
(2018 Inputs Update Request). In that request, the PoWer Agencies notified the Commission thlit' 
ElectriCities discovered an error in the Power Agencies 2018 retail sales data submitted to 
NC-RETS. Specifically, 2018 retail sales for the Power Agencies were incorrectly-entered into 
NC-RETS due to an error in the calculation methodology used in compiling total retail sales data. 
As-a result, system losses were erroneously included in the inputted total sales nwnber when such 
losses should not have been included in calculating total sales. For 2018, NCEMPA inputted its 
members' total sales··as 7,689,807 MWh, which erroneously includes their: total system losses-of 
349,505.MWh- an overstatement of 4.55%. The correct tolal retail sales for NCEMPA's 
member municipalities in 2018 was 7,340,302 MWh. Likewise, NCMPAI inputted that its 
members' totaL2018 sales were 5,394,312 MWh. That figure erroneously includes their total 
system losses or 217,267 MWh -an overstatement of 4.03%. The correct retail total sales for 
NCMPAl 's member municipalities in 2_018 was 5,177,045 MWh. 

On August 31, 2020,-the Commission· issued an order allowing NCEMPA and NCMPA 1 
to update their 2018 total retail sales data in NC-RE'fS._ lri that order, the Commission specifically 
determined «that (1) any such adjustment shall not alter its load-ratio share calculation nor the 
resulting allocated share of the aggregate poultry waste set-aside requirement relied upon by any 
electric power supplier in its REPS and REPS EMF Rider or 2019 Compliance Plan, as applicable; 
and (2) any such adjustment shall not alter any electric power suppliers' load ratio share calculation 
nor the re~ulting allocated share or the aggregate poultry waste set-aside requirement for 2019, 
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2020, and 2021." Because the adjustment anticipated by NCEMPA and NCMPAI will result in a 
general REC credit for each agency as opposed to a REC deficit and will f!Ot impact. either 
agencies' solar, swine, or poultry REC requireme_nts for 2019 or future years, and· because 
NCEMPA and NCMPAl have been ordered to provide updated infonnation regarding corrections 
to the agencies' retired RECs subaccounts no later than September'28, 2020, the Commission is 
satisfied with NCEMPA's and NCMPAI 's2019 REPS compliance plan. 

B8Sed upon the foregoing and the entire record in this proceeding, including the 2019 REPS 
compliance plans filed by each EMC and municipal', electric Service provider (or its utility 
compliance aggregator), ·and the comments on the,plans-filed by the Public Staff, the Commission 
concludes that each of these EMC and municipal electric service providers, has· met its 
obligation-under Commission Rule R8-67(b),.and, therefore, these REPS compliance plans should 
be accepted. 

CONCLUSIONS 

Based on the foregoing, and the entire record in-this proceeding, the Commission concludes 
that the EMC and municipal electric service providers have met their respective 2018 REPS 
compliance requirements.and filed 2018 REPS compliance reports and'2019 REPS compliance 
plans that meet the requirements of Commission Rule R8-67. The Commission further concludes 
that the incrementa.I costs incurred by each of these EMC and municipal electric service providers 
to satisfy the 2018·REPS requirements are below the total annual spending limit applicable.to each 
electric power supplier as established in N.CG.S. § 62-133.8(h)(3) and (4). Finally, the 
Commission concludes that these.electric power suppliers have demonstrated sufficient planning 
to meet their future REPS obligations, including, individually and collectively making reasonable 
efforts to achieve compliance with the swine and poultry waste set-aside requirements. 

IT IS,THEREFORE, ORDERED as follows: 

I . That the RECs and EE Cs in the 2018 REPS compliance sub"-accounts in NC-RETS 
of EnergyUnited, FPWC, NIB, NCEMC, NCEMPA, NCMPAI TVA, and Waynesville shall 
be retired; 

2. That the 2018 REPS compliance reports for EnergyUnited, FPWC, NTE, NCEMC, 
NCEMPA, NCMPAI TVA, and Waynesville shall be, and hereby are, approved; 

3. That the 2019 REPS compliance plans for EnergyUnited, FPWC, NTE, NCEMC, 
NCEMPA, NCMPAI TVA, and Waynesville shall be, and heretiy are, accepted; and 
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4. That the Chief Cler~ shall send a· copy of this· Order to Duke Energy Carolinas, 
LLC, Duke·Energy Progress, LLC, Virginia Electric Power Corporation, d/b/a/ Dominion Energy 
North Carolina,.and the NC-RETS Administrator. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 16th day of September, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

DOCKET NO. E-100, SUB 166 

BEFORETHE NORTH CAROLINA UTILITIES COMMISSION 

In the Miltter of 
Rulemaking Proceeding.to Amend,filing ) 
Reqilirerhents for Application for Certificate of ) 
Public.Convenience and.Necessity Pursuant.to ) 
Commission Rules R8-64 and R8-7l(k) ) 

ORDER ADOPTING • 
AMENDMENTS TO COMMISSION 
RULES R8-64(b)(6)(iii)(a)AND 
R8°7l (k)(2)(iii)(6) 

BY THE COMMISSION: On April 15, 2020, in Docket No. E-100, Sub 158 the 
Commis$ioll issued its:Order Est~blishing Stand.µ-d Rates and Contract Tenns for Qu_alifying 
Facilities in its 2018 biennial avoided cost.proceeding (2018 A voided'C0st Order). In.Findings-of 
Fact Nos. 9 and 10 of the 2018 Avoide'.~·cost Order·the.Commission found: 

9. As a result of changes to the-on- and off-peak hours being implemented 
in this Order, it is appropriate to waive the·requirements.ofRules R8-64(b)(6)(iii) 
and R8-7.l(k)(2)(iii)(6) and to require an applicant-. for a eertificate of public 
convenience and necessity (CPCN) to submit information regarding the projected 
annual production profile of the proposed generating'facility,.until such time as-the 
Commission adopts revisions·to these Rules. 

10~ It is appropriate to consider amendments to the requirements of 
Rules R8-64(b)(6)(iii) and R8. 7 l(k)(2)0ii)(6) to include infonnation regarding the 
annual energy production profile· and other factors influencing the shape of the 
production profile in·a generic proceeding: 

Comrilission Rule R8-64(b)(6)(iii) provides filing requirements for an· application for a 
CPCN by an applicable electric,generating facility entering into a contract of five years or more 
that is a non-solar photovoltaic facility larger than 5 MW or a solar photovoltaic facility larger 
than. 25 MW. Commission Rule R8-71(k)(2)(iii) provides the filing requirements for a 
CPCN application for a utility-owned renewable' energy facility selected in the Competitive 
Procurement of Renewa_ble Energy (CPRE) Pro grain pursuant to N.C. Gen. Stat. § 62-110.8. 
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In the 2018 A voided Cost Order ·the Co_mmiSsion _granted the limited waiver discussed in 
Finding of Fact No.:9 to allow·CPCN applicants to substitute the following information.for that 
currently required in Rules R8°64(b)(6)(iii)(a) and'R8-71(k)(2)(iii)(6): 

The projected annual hourly production pr6file for the first full yei;u- of operation of 
the renewable energy facility in kilowatt-hours, including an explanation of 
potential factors·influencing the shape of the prodllction profile, including fQCed tilt 
or tracking panel arrays, invertedoading ratio, ayer-paneling,. clipped energy, or 
inverter AC output powl!r,limits. 

2018 Avoided Cost Order at 30. The Commission also held that" the "limited .waiver allowed 
pursuant to,this,Order shall be in effect from the dafe of this-Order until the Commission,adopts 
revisions to Commission Rules R8-64(b)(6)(iii)and R8-71(k)(2)(iii)(6)." Id. 

On May-12, 2020,-the Commission issued an Order InitiatingRuleI11aking and·Requesting 
Comments in this procet;:ding (Rulemaking-·Order) for .the purpose 9f cohsidef'ing pennanent 
adoption of the temporary waiver allowed in the 2018 Avoided·Cost Order. The RulemakiI]g Order 
made Duke Energy.Carolinas, LLC (DEC), DUke Energy Progress; LLP (DEP; together with DEC, 
Duke), and Virginia Electric and Power Company; Inc., d/b/a Dominion-Energy North Carolina 
(DENC) parties of record in this proceeding and further recognized the.participation of the Public 
Staff pursuant to N.C.G.S. § 62-IS(d) and Commission Rule Rl.19(e). The Rulemaking Order 
established a schedule for intervention and receipt of comments.and reply comments on whether 
to make permanent the temporary changes to Rules R8-64(b )( 6)(iii) and R8-71 (k)(2)(iii)(6). 

The North Carolina Sustainable Energy Association .(NCSEA) and' the North Carolina 
Clean Energy Busines~, Alliance (NCCEBA) petitioned· fil!d were allowed ,to intervene in this 
proceeding;·.the intervention of the North Carolina Attorney General's Office (AGO) is recognized 
pursuant to.N.C,G.S. § 62-20. 

On June 5, 2020, Duke and-DENG filed·letters stating that they do not oppose the proposed 
revisions to Rules R8-64(b)(iii) and R8-7l(k)(2)(iii)(6). 

Also, on June 5, 2020, the Public Staff_filed comments that recommend-one minor ch<!f1ge 
to the proposed amendment, which is italicized for empha5is: 

The projected annual hourly proQuction profile for the first full year of operation-of 
the renewable energy fa6ility in kilowatt.:.hours, includihg an explanation of 
potential factors influencing th_e shape. of .the production profile, including _the 
following if applicable: fixed tilt or tracking panel arrays, inverter loading ratio, 
over~paneling;clipped energy,.or inverter AC Output power limits. 

Public Staff's Comments at 3. 

On June 26, 2020, Duke, DENC, and NCCEBA .filed reply comments. In summary, 
NCCEBA s_tates that_ it has no objection to the propos~d amendment of Commis_sion 
Rules R8-64(b)(iii)and R8°71(k)(2)(iii)(6). Duke and DENC specifically state·that they have no 
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objection to the Public Staff's proposed modification. No other parties filed initial or 
reply comments. 

DISCUSSION AND CONCLUSIONS 

The Commission has carefully considered_ all comments and repiy'comments; including 
the Public Staff's provision revisions. The Commission notes·that-·no party oppoS:ed the proposed 
amendments to Rules R8-64(b)(6)(iii) and R8-7l(k)(2)(iii)(6) or the revisions proposed by the 
Public Staff. 

Based upon the foregoing and the entire record in this proceeding, the Commission finds 
good cause to approve as final the- proposed amendments to Rules R8-64(b)(6)(iii)(a) and 
R8-71(k.)(2)(iii)(6), including the revisions proposed by the Public Staff in its initial-comments. 
Red-lined and clean, versions of the amended rules are attached hereto as Appendix A and 
Appendix B. 

IT IS, THEREFORE, SO ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 31st day of Augus~ 2020. 

NOR TH CAROLINA UT!L!TIES COMMISSION 
A. Shonta Dunston, Deputy Clerk 

Amended Ruic R8°64(b)(6)(iii) 

(iii) Exhibit 8 shall contain: 

APPENDIX A 
PAGE 184OF2 

a. The projected·annual hourly production prof11e.for the first full year of operation 
ofthe·renewable energy facility in kilowatt-hours, including an·explanation of 
potential factors influencing the shape of the production profile, iricluding the 
following, if applicable: fixed tili or tracking panel arrays, inverter loading ratio 
over-paneling, Clipped energy, or inverter AC output power limits; A Setaileei 
e1,plaAati90 ef the EtHtieipated !Hie ,,att t¼Ad·kile\\att helff e1:ttp1:1ts, en peal, Bf!ei 
eff peak, fer eaeh menth afthe yeai=. The euplaaatiee shall ineluBe a statemeet 

184 



GENERAL ORDERS - ELECTRIC 

ef the speeifie ea flea!:: aml eff peak heUFS HHdeR) ing the Bflfllieant's 
EJ:Uantifi.eatiee efatrtiei13ateEI ·kilewatt and kHewatt heuf 01:1tpuffi; 

b. A detailed explanation of all energy inputs and outputs, ·of whatever form, for 
the project, including the amount of energy and the form of energy to be sold to 
each purchaser; and 

c. A detailed explanation of arrarigemcnts for fuel supply, including the length 
of time ,covered by the arrangements, to the extent known at the time of 
the application. 

Amended Rule R8-71(k)(2)(iii) 

(iii) Exhibit 3 shall include: 

1. The nature of the renewable energy facility, including the type and source of its 
power or fuel; 

2. A description of the buildings, structures and, equipment comprising the 
renewabl~ energy facility and the manner of its operation; 

3. The gross and net projected maximum dependable capacity of the renewable 
energy facility as well a.s the renewable-energy facility's nameplate capacity; 
expressed a.s megawatts (alternating current); 

4. The projected date on whiehthe renewable energy facility will come on line; 
5. The service.life of the project; 
6. The projected annual hourly production profile for the first full year of 

operation of the renewable energy facility in kilowatt-hours' including 
an explanation of potential factors influencing the shape of the production 
profile, including the following, if applicable: fixed tilt or tracking panel 
arrays, inverter loading ratio, over-paneling, clipped energy, or inverter 
AC output power ,limits; The prajeeted anR1:.1al j3fodmition of the 
renewable enerm faeili~• in 1810watt hoUFS, including a 8etaile8 

APPENDIX A 
PAGE20F2 

e3cpl11Ratiea oft-he antieipate8 lei.le ,,att an8 IE.ile\,at-t het:1r 01:1tp1,ds, OR pealE and 
off peak, fer eaeh month ef the year; and 

7. The projected arinual production of renewable energy certificates that is eligible 
for .compliance with the State's renewable energy and energy efficiency 
portfolio standard. 
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Amended Rule R8-64(b)(6)(iii) 

(iii) ExhiQit.8 shall contain: 

APPENDIXB, 
PAGE I OF I 

a. The projected annual hourly production profile for the first full year of operation 
of the renewable,e_!1~rgy facility in.kilowatt-hours, including an explanation of 
potential factors influencing the shape of the production profile, including the 
following, if applicable: fixed tilt or tracking panel arrays, inverter loading ratio, 
ov~r-paneiing, clipped_cnergy, or inverter AC output'power limits; 

b. A detailed explanation, of all energy.,inputs-and outputs, of whatever fonn, for 
the project, in_cluding the:amourit of energy and the form.of energy to.be sold to 
each purchaser; and 

c. A detailed explanation of arrangement~ for fuel supply, incll.Jding the lerigth 
of time covered by the arrangements, to .the extent known at the time. of 
the application. 

Amended Ruic R8-71(k)(2)(iii) 

(iii) Exhibit J shall include: 

l. The nature of the.renewable energy facility, including the t)'pe:and source ofitS 
power or fuel; 

2. A description of the buildings, structures and equipment comprising the 
renewable-energy facility and the manner of its operation; 

3. The ,gross ·and net projected maximum ,dependable capacity of ~e renewable 
energy facility as. well as .the. renewable ·energy facility's nameplate capacity, 
expressed as megawatts (alternating current); 

4. The,projected date·on'which·the renewable energy·facility will come,on line; 
5. .The service life of the project; 
6. The projected annual hourly production profile for the first _full year of 

operation of the renewable ·energy facility in kilowatt-hours, including an 
explanation of.poteritial factors influencing.the shape of the production profile, 
including the following, if applicable: fixedtilt or tracking panel arrays, inverter 
loading i-atio, over-paneling, Clipped energy, or inverter_. AC output po_wer 
limits; and 

7. The projected annual production of renewable energy certificates that is eligible 
for COQiplian·ce with the State's renewable energy and energy efficiency 
portfolio standard .. 
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DOCKET NO. P-100,.SUB 110 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In,theMatterof 
Telecommuqications Relay 
Service (1RS), Relay North Carolina 

ORDER APPROVING 
SELECTION OF CONTRACTOR 

BY THE COMMISSION: On February I~, 2020, the Department of Health and Human 
Services (DHHS) issued a, Request, for ·Proposals '(RFP) to select a vendor to provide 
telecommunications relay service to North Carolina citizens. The new· contract will be effective. 
from January I, 2021 ,to December 31, 2024. Pursuant to N.C. Gen. Stat.§ 62-157, DHHS is 
charged with,administering the statewide telecommunications relay servjce progr~, iricluding it_s 
establishment, operation, and promotion. Pursuant to N.C~GS. § 62-157(e) .and as part of its 
administration of the program, DHHS is authorized' to_ contract out' provision of this service for 
four.;.year periods to one·or more service-providers, using the State-bidding process-prescribed in 
N.C.G.S. § 143-129. The present contractor is Sprint-Communications Company, LP·(Sprint). The 
present contract, originally scheduled_.to·expi~-on June 30, 2020, has been-amended to·expire on 
December 31, 2020. 

The Public Staff presented the.results ofDHijS' process ofselectirlg a contractor for the 
2021-2024 time period at.the'Commission's Regular'StaffConference on October 26, 2020: The 
Public Staff stated that two compan_ies submitted proposals in response to the RFP, Sprint,and 
Hamilton Relay, Inc. The evaluation ,committee consjsted of Rebecca Rosen~al, 
Te1ecomffiunications Resources Program Manag~r;·Kevin Earp, Reh!lbilitation·Progr.im Specialist 
on Deafness and Communicative Disorders; KimJ?erly Horrell, Deaf-Blilld S_tate·Coordinator & 
Assistive Technology Program Specialist; Tammy Koger, Director NC Assistive Technology 
Program; ·Meghan Prewett, Administrative ,officer 111, DHHS; Geqrge Maldonado, Systems 
Administrator Ill, DHHS Information Technology, Division of Servi_ces for the Deaf.and Hard of 
Hearing·;,and' Jo Ann Martin, Office 0fliltemal Auditor, ·Risk·Mitigation &.Audit Monitorillg. 

In its review, the evaluation- committee considered the following: ~chnical merit, 
qualification_s, customer service, outreach, advertising program,. and costs. The evaluation 
committee then weighed and Scored each bidding vendor'S performance with regard to 
these considerations. 

When evaluated pursuant to the considerations listed above,. Sprint. achieved the-highest 
score and as a, result, the evaluation committee recommends that Sprint be, select(:d as the,new 
contractor. The committee's recommendation and the evaluation summary, along with the 
vendor's proposals in response to the RFP, have been provided to, and are currently being re-Viewed 
by, the,DI-Il-IS Office of Procurement, Grants, and Contract Services and,a contract specialist at 
the Information Technology Services (ITS) Statewide Procurement Office. 

The RFP·was released seeking a per minute cost-for Telecommunications Relay Services 
(1RS) llild 'Captioned Telephone Services -(CTS); The RFP also iilloWed Vendors 'to· ·submit 
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alternate costing structures. Sprint submitted an alternate cost that allows monthly reoccurring 
costs (MRC), and this alternate c0st structure represents the best value for DHHS. The current 
contract's MRC is '$130,780, an amount that includes TRS, CTS, and Relay Conferencing 
Captioning (RCC). RCC is a free service available for North Carolina residents who are deaf or 
hard of hearing to actively participate in multi-party teleconference calls or web conferences by 
reading live captions through a web browser on a computer or mobile.device. 

Sprint's alternate cost proposal in its bid for the forthcoming contract for TRS and CTS is 
an MRC of$IO0,000, which includes TRS Services Outreach, a vital ancillary to the contract; 
however, it does not include RCC. Sprint's bid response offers the RCC at a rate of $3.35 per 
minute (the current contract cost per minute is $3.2l). During 2019, RCC usage averaged 
5,600 minutes per month. This, amount of use is not expected· to lessen because_ of the c1,ment 
pandemic conditions. The monthly cost for RCC is estimated to be $18,760. The monthly cost for 
all services provided under th_e contract is,estimated to be $118,760. Thus, the annual cost of the 
contract is estimated to be $1,425,120, or a total expenditure of $5,700,480 over the life of the 
contract (4 years). After careful anaJysis of all Division expenditures including this new contract 
amount, DHI--1S has detennined that it will not create a need for a surcharge rate change. 

N.C.G.S. § 62-157(h) provides that the Commission has·the same power to regufate TRS 
as it has to regulate any other public utility subject to the provisions of Chapter 62. DHHS has, 
historically, sought the-approval of the Commission prior to the selection of the new contractor. 
The Public Staff has consulted with representatives of DHHS regarding its selcCtion of Sprint as 
the contractor. The Public Staff recommends that the Commission approve,thc selection of Sprint 
as the contractor for relay services for the four-year period-beginning January 1, 2021, and ending 
on December 31, 2024. This approval will not result in the need for an increase in the TRS monthly 
surcharge atthis time. 

Based on the foregoing- and the recommendation of the Public Stan: the Commission 
concludes that it is appropriate to approve DHHS's selection' of Sprint as the vendor to_ provide 
relay services in North Carolina- for the four-year period beginning January I, 202 I, and ending 
December 31, 2024. 

IT IS, THEREFORE, ORDERED that DHHS's ·selection of Sprint as the contractor to 
provide TRS in North Carolina for the four-year period beginning January I, 2021, and ending 
December 31, 2024, is approve& 

ISSUED BY ORDER OF THE COMMISSION. 
This the 26th day ofOctober, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 
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DOCKET NO. P-100, SUBJ67 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the·Matter of 
Petition of Sprint to Reduce 'Intrastate· Switched) 
Access Rates of Incumbent Local Exchange) 
Carriers in North Carolina ) 

-ORDER GRANTING 
JOINT PETITION 

BY THE COMMISSION: .On March· 17, 2020, the Joint ·Petitioners1 filed a Joint Petition 
for Order Confinning Amendment and Terminatiori' of Revenue Stability Fund (the Joint Petition) 
requesting that the Commission approve their agreement that the Revenue·Stability Fund.(RSF) 
be phased down wid eliminated over a three-year period based on the schedule outlined in the Joint 
Petition and the Amendment to the RSF Agi-eemeht attached·thereto. 

On March 23~ 2020, the Cominission issued. wi Order Requesting Comments on Joint 
Petition. On April 2, 2020, the Public Staff - North Carolina UtilitiCs Commission (Public Staff) 
filed· a letter in lieu of initial comments. On April 13;_ 2020, the Joint Petitioners filed·a proposed 
order-'in lieu of_teply comments. No other· Partie~ filed any initial or reply comm_ents. 

The Joint PCtitjon· 

The Joint Petitioners' note that pursuant to the. Cominission's Order· Holding Docket in 
Abeyance Pellding Further Commission Order issued on July 10, 2012 iri DockefNo. P-100, Sub 
167 (In.the Matter. of Petitfon of Sprint to Reduce Intrastate Switched Access Rates of Incumbent 
Local Exchange Carriers in North Carolina), the Joint Petitioners ~ubmit their Joint Peti_tion 
regarding outstanding-ii.sues.concerning the,RSF and propose-that.the Commissionapprove the_ir 
agreement that the RSF .be, phased down and eliminated over a three-year period that would 
cc;munence on the 20~ day of the first m~nth more·than 30 days after the Cominission graitts the 
Joint Petition and·issues an-order confinning the Parties' Amendment to the RSF Agreement. 

The, Joint Petitioners further note. that in the July 10, 2012 Order, the Commission 
COnc!Uded on page 22 that, "[i]f it· is determined by the parties that an issue remains concerning 
the Revenue Stability Fund 1afterthe July 3, 2012 tariffs are in effect, the Commission requests that 
the Public Staff or any other party file a motion witli the Commission specifically detailing.any 
outstanding issues,that remain concerning the Revenue Stubility Fund'and a proposed course of 
action the Commission should take." 

1 The Joint Petitioners include: AT&T North Carolina (previously known 35 BellSouth). RiverStreet (previotLSly 
known as Bamardsville, Ellerbe, Saluda, Service, Tri-C01mty ThfC, and Wilkes ThfC), Comporiwn (previotLS!y known as 
Citizel),S). Randolph TMC (previotLSly known as Randolph). Surry ThfC (previously known as Piedmont TMC), Town of 
Pineville dlb/a•Pineville Telephone Conipany, Yadkin 1MC,.Star 'fMC, Skyline-TMC, AThfC·(previo~ known as 
Atlantic TMC), North ,Slate Telephone Company, Wmdstream (previow;\y known as Concord, Alltel Carolina, and 
Lexcon:i), Frontier (prcviotLSly known. as Cmrtel and GTE); and CenturyLink (previo\lS\y known as Carolina, Central, and 
Mebtel). 
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The Joint Petitioners note· that the RSF was established in 1994 in order to mitigate the 
revenue losses sustained· by smaller incumbent local exchange companies (ILECs) as ·a result of 
the North Carolina intraLATA access toll pool being tenninated on January· 1, 1994. 

The.Joint Petitioners. maintain that it was agreed arri.ong.all of the North Carolina ILECs 
that. the .small ILECs who were net recipients from the intraLATA toll pool would have been 
adversely affected upon the pool's· tennination without the establishment of the RSF. 'The Joint 
Petitioners further note that-under the RSF, all ILECs contribute to the fund and disbursements are 
provided to,those ILECs with under 50,000 access lines~ The Joint Petitioners state that the bulk 
of ,the funding disbursed through lhe RSF is provided by the ILECs that were originally 'net 
contributors to the intraLATA toll pool. 

The Joint Petitioners comment that in 1999, they entered into an Agreement revising the 
original RSF in anticipation of the .North Carolina ·universal service fund being implemented by. 
July 1, 2001. Tlie Joint Petitioners note,that this Agreement was with the understanding that· if an 
intras_tate-universal service.fund was not- to be·implemented in North·Carolina by JQ,nuary 1, 2002, 
the Central Administrator1 of the RSF, agreed by the Parties to be BellSouth (now d/b/a AT&T 
North Carolina), would con_vene a meeting with the Parties by October 31, 2001, to assess any 
need to continue the RSF beyond January 1, 2002. 

The Joint Petitioners note lhat the October 31, 2001 meeting was never convene~, and until 
recently there has been no meeting or discussion in the past 19 years regarding any need to-amend 
or tenninate lhe Agreement because of changes within the industry. 

The Joint-Petitioners maintain.that the teleC:ommunications industry in North Carolina is 
competitive and that products· and·seniice offerings are.diverse. They note that in the years·since 
the Parties entered into the Agreement, services such as Voice over Internet ProtoC0I'(VoIP) and 
wireless have.been r~placing traditional_ access lines at a tremendous rate. 

The Joint-Petitioners state that various Parties compete.wilh,each other and some recipients 
of RSF money now compete vigorously with some carriers who pay into the fund, and vice versa, 
and.the Parties have concluded lhat circumstances have sufficiently changed, in terins of the robust
mark~tplace and the drastic and continuing loss of access lines, to-warrant'phasing out lhe RSF a_s 
a mechanism for providing financial stipport to small ILECs. The Joint Petitioners further note that 
in the Agreement, the Parties expressly recognized that' the RSF was, not expected· to continue 
endlessly and, at the time of its establishment, ·the need to continue the RSF beyond January 1, 
2002 was to be.discussed, as it was conteinp!Bted that a State universal service fund would be in 
Place by then. The Joint Petitioners maintain that there were no discussions regarding m_odificatiol). 
or tennination of the RSF until April 2019. 

The Joint Petitioners assert that in accordance with paragraph 9 of the Agreement, the 
Parties may modify the Agreement by signed written agreement of all the Parties .. They note lhat
the Partiei:i' have executed a modification of the Agreement on March 12, 2020, that•requires a 

1• The Central Administrator of the RSF is responsible for collecting and distributing funds in accordance with the 
terms of the Agreement. 
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tiered three-year ,phase,out and termination of the RSF. The Joint Petitioners attached a copy of 
the Amendment to their Joint Petition. 

The Joint Petitioners note that the approach agreed to by the Parties provides for the RSF 
to be phased out and terminated after three ye~rs, while iessening·the immediacy of the.monetary 
impact on those small ILECs that are net-recipients from the RSF .. They maintain that under the 
terms of the Amendm~nt, the.Parties will phase out the· RSF on the-following.schedule: 

(I) 

(2) 

(3) 

(4) 

The Parties·shall reduce RSF,collections and disbursements by 25% of the amount 
originally Set forth· in _the Agreement, effective. on the 20th day of the first month 
more than 30 days after the date the Commissioffgrants the Joint-Petition and•issues 
an order confinning the.Parties'· Amendment to the Agreement; 

The Parties shall reduce RSF collections and disburserrients by an additional 25%, 
for a total' reduction-of 50% of µie collections and disbursements as·set forth in the 
Agreement, effective one year after the initial reduction becomes effective; 

The Parties,shall reduce RSF collections and disbursements by an-additional 25%, 
for a total reduction of 75% Of,the collections aild disbursements as set forth in the 
Agreement, effective two years after the initial reduction becomes effectiVe; and 

The RSF will be tef!'Ilinated, effective thre~ years after the initial reduCtion becomes 
effective. 

The.Joint Petitioners assert tha_t given that the Agreement and Amendment are commercial 
agreements established and agreed to by and between· the Parties, ·rui order approvihg the 
amendment and termination of the RSF; in· accordance with the Parties' agreement, should be 
entered by the Commission without-the need.for further proceedings. 

In addition, the.Joint Petitioner., acknowledge.and agree that the agreement to phase. out 
and, terminate the RSF as provided in the Amendment is without prejudice to the right Of any" 
provider,- including any Party, .to petition the·Commission for creation of a State_ universal service 
fund, as contemplated by the Parties in the Agreement and as provided for in N.C. Gen. 
Stat§§ 62-ll0(fl) and 62-133.5(m). 

The Joint Petitioners also note that the Parties a~e.that the provisions of the Joint Petition, 
the.Amendment, _and any other documents relating-to the·phase out and termination of the RSF 
reflect the compromise and settlement among the Parties aS to all of the issues covered hereby. 
They state that no Party waives any right to assert or oppose _any position in any future proceedirig 
or docket before the Commission that.relates in any way .to the matters which are the sµbject of 
the Joint Petition.and the Amendment. 

The Joint Petitioners request that the .Commission· grant the'.Joint Petition expeditiously 
and isslle an •order confirming the Parties' Amendment, agreeing that RSF collections and 
disbursements ·will be reduced according to the 'schedule outlined in. paragraph 15 of.the Joint 
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Petition, and that the RSF will be terminated effective three years after the initial reduction 
becomes effective. 

Initial Comments 

On April 2, 2020, the-Publiq Staff filed a letter in lieu of comments. The Public Staff notes 
that it has reviewed the Joint Petition and does not object at this time to the grant of the relief 
requested. The Public Staff further maintains that it reserves the right to file reply comments based 
on its review of.an)' initial comments. 

The Public· Staff recommends that should- the Commission grant the Joint Petition, the 
Commission require the Joint Petitioners.to-file a revised Industry Access Services Tari IT to _reflect 
the'terrns·ofthe amended agreement, and, upon the effective date oftennination of the RSF, the 
Commission be notified and the Industry Access Services T~rffbe revised accordingly. 

No other party filed any initial comments on the Joint Petition. 

Reply,Comments 

On April 13, 2020, the Joint Petitioners filed a proposed order in lieu-of reply coinments. 

Discussion and Conclusions 

After reviewing the Joint Petition, including its attachments, and the letter filed by the 
Public Staff in lieu of comments, the Commission finds good cause to grant the Joint Petition. The 
Commission finds that all Parties were given the opportunity to express concern or disagreement 
with the Joint Petition, and t~e Commission did not receive any comments expressing opposition 
to -the Joint Petition. Therefore, the Commission concludes that it is ·appropriate to grant the 
Joint Petition. 

Further, the Commission finds it-appropriate to adopt·the recomrf)endations,offered by .the 
Public Staff in its April 2, 2020 letter. Therefore, the Joint Petitioners are·hereby required to file 
as_ soon-as reasonably practicable a revised Industry Access Services Tariff to-reflect the tenns of 
the amended agreement. In addition, upon the effective date oftermina_tion ofthe,RSF, the Joint 
Petitioners shall notify the Commission that the RSF has been tenninated and file a revised 
Industry Access.Services Tariff. 

Finally, the Chief Clerk_ shall provide a copy of this Order to the North- Carolina Rural 
Electrification-Authority for informational purposes. 
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IT IS, THEREFORE, SO ORDERED. 

ISSUED.BY ORDER OF THE COMMISSION. 
This the 24th day of April, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 

DOCKET NO. P-100, SUB 170 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the-Matter of 
TariffFi1ings Made by Local Exchange 
C?rriers in·Compliance.with the Federal 
Communications Commission's Connect 
America Fund Order 

) 
) 
) 
) 

ORDER GRANTING THE PUBLIC 
STAFF'S MOTION WITH AN 
EFFECTIVE DATE O_F JULY I, 2020 
FOR RATE CHANGES 

BY THE COMMISSION: On May 26, 2020,. the Public Staff filed a Motion for Order 
Requiring Filing of Infonnation Rcgarding·July 1, 2020, Access Rate·ChangE;s (motion): 

In its motion, the Public Staffrequests,that th_e Commission isSue an orderreqtiiring filings 
from.certain carriers as outlined in-the motion (including rate of-return carriers a,nd.-competing 
local providers that benchmark access rates to rate of return carriers) showing their compliance 
w\th ·the eighth and final step of the transition plan for intrastate access rate changes ( effective 
Juty·l', 2020) mandated by the Federal Communications Commission's November 18,20ll 
Universal Service Fund (USF)/ Intercarrier Compensation (ICC) Transfonnation Order by nO later 
than Tuesday, June 16, 2020. 

The Public'Staff further notes that it has reviewed last year's responses an(j compiled a list 
of earners as· reflected in Appendix A.to 'its motion that the Public Staff recommends should make 
an appropriate filing regatding their 2020 switched access ·rate changes. The Public Staff states 
that, additionally; any carrier that is not listed in Appendix A, but whose status has changed froqi 
last year should also be required to make an appropriate filing. 

On May 27, 2020, the Commission,issued an Order Requesting Comments on the Public 
Staff's Motion. • 

No party filed initial commerits on the Public Staff's motion. 
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Based on the record, the Commission finds it appropriate to grant the Public Staff's motion. 
Therefore, the carriers identified in Appendix A to the motion, which is incorporated by reference 
herein, and any carrier that is not listed in Appendix A but whose status has changed from last 
year, lllust make.the required filings as soon as practicable, but.no later than Tuesday, June 16, 
2020, with·an effective date of July 1, 2020, as appropriate. 

IT IS, THEREFORE, SO ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 12th day of June, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 
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DOCKET NO. T-100, SUB 49 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Deregulation of Transp9rtation of Household 
Goods:within North Carolina 

ORDER APPROVING 
ANNUAL RA TE ADJUSTMENT 

BY THE COMMISSION: On July 25, 2002, the Commission i~sued an Order Ruling.on 
Motions and Comments addressing certain issues regarding the deregulation of household goods 
transportation within North Carolina. Thaf Order specifically addressed issues relating to the 
Commission's adoption·ofthe Maximum Rate·TarifTNo. 1 (MRT) and the methodology for use 
in adjusting the maximum rates contained therein. 

In that Order, the Commission concluded that{l).annual increases in the MRT should be 
based upon the Implicit Price Deflator (IPD) of the Gross Domestic Product (GDP); (2) the 
increases would be on an annual basis on a specific date; and '(3) the first increase would be one 
year after the effective date of the MRT. ln·additi6n, tlie Commission concluded that in the interim 
between annual adjustm~nt dates, the Commissi.on would allow movers to petition the Commission 
for an adjustment. Upon·the filing of such a petition, it would be set for·hearing, and.the mover(s) 
would-be required to show just and reasonable cause for the requested increase. 

On September 24, 2002, the Commission·issued an Order Ruling on Comments and Reply 
Comments to Maximum Rate Tariff. In that Order, the.Commission adopted specific changes and 
amendments· to the proposed MRT and reiterated its decision that the procedure for adjusting 
maximum rates on.an annual basis should be to use.the IPD of the GDP as the methodology. The 
Commission also specified.that.the purpose of the MRT ,is to,establish for all carriers one set of 
ITiaximiJm ceiling rates and to allow the carrier and shipper to negotiate a ,price below the 
maximum rates. 

On November 1., 2002,'the Commission issued a Final Order Ruling on Household Goods 
Transportation and·Maximum Rate Tariff No. 1. That.Order approved the provisions of the MRT 
to first become effective on January I, 2003. The first annual rate adjustment in the MRT was an 
increase of 1.26%, effective January I, 2004. Thereafter, .annual rate adjustments have been 
approved and implemented every January Pt, using the IPD of the GDP, percentage-change 
methodology. 
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Over the past ten years, the following annual rate adjustments were approved: 

No. Effective Date 
I January I, 201 I 
2 January I, 2012 
3 January I, 2013 
4 January I, 2014 
5 January 1, 2015 
6 January I, 2016 
7 January I, 2017 
8 January I, 2018 
9 January I, 2019 
IO January I, 2020 

Increase/ (Decrease) 
1.20% 
2.40% 
1.70% 
1.40% 
1.60% 
1.30% 
1.50% 
1.80% 

(2.75%) 
1.80% 

The Commission has detem1ined that the annual rate adjustment which shall be approved to 
become effective January I, 2021, based upon the IPD of the GDP, is, a percentage 
increase of 1.10%. 

IT IS, THEREFORE, ORDERED as follows: 

1. That effective January 1, 2021, a rate increase of I .I 0% to the maximum rates and 
charges.contained in the Maximum Rate TaritTNo. 1 shall be, and is hereby, approved; and 

2. That revised pages to the Maximum Rate Tariff No. I reflecting the new annual 
rates and charges shall be either postal mailed or emailed under separate cover to all 
Commission-certificated household goods carriers along with the monthly tariff revisions 
renecting changes such as recently certificated carriers, cancelled certificates, and 
authorized.suspensions. 

ISSUED DY ORDER OF THE COMMISSION. 
This the 30th day of November, 2020, 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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DOCKET NO. T-100, SUB 111 
DOCKET NO. T-4802, SUB 0 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

DOCKET NO. T-100, SUB II I ) 
) 

In the Matter of ) 
Petition for Declaratory Ruling by Bellhops, Inc. ) 

) 
DOCKET NO. T-4802, SUB O ) 

) 
In the Matter of ) 

Application ofBHH Services, LLC, d/b/a Bellhop ) 
Moving, 11 !OMarket Street, Suite 502, ) 
Chattanooga, Tennessee 37402 for Certificate of ) 
Exemption to Transport Household Goods ) 

ORDER CONSOLIDATING 
DOCKETS, DISMISSING 
WITHOUT PREJUDICE PETITION 
FOR DECLARATORY RULING, 
AND ACCEPTING THE 
SETTLEMENT AGREEMENT 

BY THE COMMISSION: By letter dated October 31, 2019, addressed to Mr. Nicholas 
Jeffries of the. Commission staff, Bellhop, Inc. (Bellhop or Applicant), 1 requested that the 
Commission "acknowledge that the Company is properly operating in North Carolina as a property 
broker and that neither the Company nor the third-party motor carriers to which the Company 
tenders freight are required to obtain [household goods (HHG)] motor carrier [authority] under 
North Carolinn lawt·Bcllhop argued that it is not a household goods motor carrier but rather a 
broker that arranges for lhe transportation of property by third-party service providers and that 
neither Bellhop nor the third-party motor carriers to which it tenders freight are required to obtain 
a certificate of exemption under N.C. Gen. Stat.§ 62-262. Bellhop further argued that it is exempt 
from Commission regulation by virtue of the limited service exclusion contained in 49 U.S.C. 
§ 13I02(12)(C). 

Bellhop attached to its request a letter dated September 12, 2019, from Bellhop to 
Mr. Krishna Rajeev, Director, Transportation Rates Division of the Public Staff and a response 
dated October 7, 2019, from Mr. John Little, Staff Attorney for the Public Staff. In its September 
12, 2019 letter to the Public Staff,,I3ellhop referenced an email that it received from the Public 
Staff on September 9, 2019, "suggesting that Bellhops may be violating North Carolina state law 
by advertising and otherwise offering to perfonn unauthorized [HHG] moving services in North 
Carolina." Bellhop argued to the Public Staff, as it did to the Commission, that it is a property 
broker, that it is not operating any equipment' or trucks itself or perfonning any motor carrier 
services in North Carolina, and that it does not hold itself out as a household.goods mover. 

1 On May 29, 2020, Bellhops, InC., filed a name change to Dcllhop, Inc., with the North Carolina Secretary ofSmtc. 
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Because Bellhop requested a detennination by the Commission, the Commission deemed 
Bellhop's October 31, 2019 letter to be a petition for declaratory ruling, filed that letter in Docket 
No. T-100, Sub 111, and issued an order on February 27, 2020, allowing interested persons to 
intervene and file comments on whether Bellhop is exempt from Commission regulation. 

From March 23 through March 27, 2020, the North Carolina Movers Association (NCMA), 
numerous certified moving companies, and the Public Staff filed comments. The parties 
recommended that the Commission determine that 49 U.S.C. § 13 l02(12)(C) does not exempt 
Bellhop from the need to obtain a certificate of exemption from the Commission. 

On April 13, 2020, Bellhop filed with the Commission a Withdrawal of Petition for Request 
for Declaratory Ruling. Bellhop explains that it had not meant for either its September 12, 2019 or 
October 31, 2019 letters to be interpreted as a request for- a declaratory ruling and thus filed the 
withdrawal to end any proceedings under Docket No. T-100, Sub 111. 

On April 22, 2020, in DocketNo. T-4802, Sub 0, IJHH Services, LLC (BHH),.a Bellhop 
subsidiary, filed with the Commission an Application for a Certificate of Exemption to Transport 
Household Goods (Application). 

On May 7, 2020, in Docket T-4802, Sub·0, the NCMA filed comments regarding BHH's 
Application. In its comments the NCMA states·that it is not prcitesting BHH's Application but lists 
several concerns, 'including: Bellhop's advertising the moving of household goods while not 
holding a certificate of exemption; that BHH's certificated name be BHH Services, LLC, d/b/a 
Bellhops, Inc. to avoid confusion; and that Bellhop follow the Maximum Rate Tariff for intrastate 
moves in North Carolina. The NCMA also believes that Bellhop violated N.C.G.S. § 62-280.1 and 
that its violations should b_e addressed before BHH is to be issued.a certificate of exemption. 

On July 24, 2020, Bellhop and the Public Staff Uointly, Settling Parties) filed with the 
Coinmission a Settlement Agreement. Therein the Settling Parties represent ,that they discussed 
Bellhop's past- practice of advertising the transportation of household· goods in North Carolina 
without a certificate of exemption. The Public -Staff maintains its contention that Bellhop's 
operations and advertising practices did not remove the need to obtain a certificate of exemption 
from the Commission. In contrast, Bellhop maintains that its operations and advertising practices 
conformed to the limited service exclusion contained in 49 U.S.C. § 13102(12)(C). The Settling 
Parties agree, however, that in the spirit of cooperation and to avoid prolonged litigation resolving 
this issue, Bellhop will pay the sum of$5,000 to the Commission to settle any past allegations of 
its having advertised the transportation of household goods in North Carolina without a certificate 
of exemption. The Public Staff states that, upon the agreement of Bellhop to pay the sum of$5,000 
to the Commission, it.docs not object lo lhe Commission accepting BJ--IH's Application and issuing 
a-certificate of exemption. 

On August 24, 2020, IlHH filed with the Commission an Amended Application for a 
Certificate of Exemption to Transport Household Goods (Amended Application) listing its 
certificated name as BHH Services, LLC, d/b/a Ilellhop Moving. 
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On September 29, 2020, the NCMA filed comments with.the Commission supporting the 
Settlement Agreement. 

DISCUSSION AND CONCLUSIONS 

The Commission notes that the Settlement Agreement reached between Bellhop and the 
Public Staff is supported by the NCMA and addresses Bellhop's past alleged operation in the 
transportation of household goods and advertising the ~ame,without a certificate of exemption issued 
by the Commission. The settlement entered into by Ilellhop and the Public StaIT'requires Bellhop 
to pay the sum of$5,000 to the Commission, and with this payment the Public Staff does not object 
to the Commission granting BHffs Application and issuing it a certificate of exemption. 

After careful consideration, and based upon the records in these dockets and the 
representations of the Public Staff, the C0mmission finds that good cause exists to consolidate 
these dockets, accept Bellhop's withdrawal, dismiss the petition for declaratory ruling filed in 
Docket No. T•IO0, Sub 111, and close that docket. Dismissal is without prejudice to the 
Commission's consideration of whether Bellhop or its subsidiaries are exempt from Commission 
regulation should the question arise again. The Commission further finds good cause to accept the 
Settlement Agreement.between Bellhop-and the Public Staff, and the-Commission agrees with the 
Settling Parties that it is appropriate for Bellhop to pay a penalty in the amount of$5,000.00 to the 
Commission for any past allegations ofadvertiSing the transportation of household goods without 
having first obtained a certificate of exemption. 

!TIS THEREFORE ORDERED as follows: 

I. That the Settlement Agreement between Bellhop and the Public Staff is 
incorporated by reference herein and is hereby approved in· its entirety; 

2. That Bellhop will pay a penalty in th_e amount of$5,000 to the Commission; and 

3. That an order on· the Amended Application for a Certificate of Exemption to 
Transport Household Goods filed ;by Bellhop's subsidiary, BHH Services, LLC, d/b/a Bellhop 
Moving, will be issued once all payments and insurant;e ·documents have been received by 
the Commission. 

ISSUED BY ORDER OF THE COMMISSION. 
This the.9th day ofNovember, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Joann R. Snyder, Deputy Clerk 
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DOCKET NO. T-100, SUB 111 
DOCKET NO. T-4802, SUB 0 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

DOCKET NO. T-100, SUB II I ) 
) 

In the Matter of ) 
Petition for Declaratory Ruling by Bellhops, Inc. ) 

) 
DOCKET NO: T-4802, SUB O ) 

) 
In the Matier of ) 

Application ofBHH Services, LLC, dlb/a Bellhop ) 
Moving, 1110 Market Street, Suite 502, Chattanooga,) 
Tennessee 37402 for Certificate of Exemption lo ) 
Transport Household Goods ) 

ORDER GRANTfNG 
APPLICATION FOR 
CERTIFICATE OF 
EXEMPTION 

BY THE COMMISSION: By letter dated October 31, 2019, Bellhop, Inc. (Bellhop),' 
requested .that the Commission "acknowledge that the. Company is properly operating in North 
Carolina as a,property'br6ker and that neither the Company nor the third-party motor carriers to 
which the Company tenders.freight are required to obtain [household goods (HHG)]_ motor carrier 
[authority] under North Carolina law/' .Because .Bellhop requested· a determination by the 
Commission; the Commission deemed Bellhop's October. 31, 2019 letter to be a petition for 
declaratory ruling, filed that letter ih Docket No. T-100_, Sub Ill, and issued an order on 
February 27,"2020,_ allowing interested persons to intervene·and file comments. From March 23 
through March 27, 2020, numerous parties filed comments. 

On April 1~, 2020, Bellhop filed with the Commission a With.drawal.ofPetition·for Request 
for Declaratory Ruling. Bellhop explained that·it had not meant for either its September 12, 2019· 
o_r Octob_er 31, 2019·1etterS.to be interpreted_ as.a re_quest for a declaratory ruling-and thus filed the 
withdrawal to end any proceedings under-Docket No. T-100, Sub.111. 

On April 22, 2020, in Docket No. T-4802, Sub 0, BHH Services, LLC (BHH orApplicunt), 
a Bellhop subsidiaI)\ 'filed with the.Commission an Application-for a Certificate of Exemptioh t0 
Transport H_ousehold.Go0ds (Application). 

On May 7, 2020, in Docket T-4802, Sub O; the NCMA filed comments regarding BHH's 
Application. 

On July 24, 2020, Bellhop and the Public Staff Uointly, Settling Parties) filed with the 
Commission a Settlement Agreement. 

1 On May 29, 2020, Bellhops, Inc., filed a name change to Bellhop, Inc., with 1he North Carolina Secretary of Slate. 
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On Augu_st 24, 2020, BI-Il-1 filed with the Commission an Amended Applicatic;m for a 
Certificate of Exemption to Transport Household Goo4s (Amended Application) listing its 
certificated nanie as·BI-Il-1 Services,LLC, d/b/a Bellhop M0ving. 

On September 29, 2020, the NCMA filed comments with the Commission supporting the 
Settlement Agreement. 

Oil November 9, 2020, the Commission issued an Order Consolidating Dockets, 
Dismissing Without ·Prejudice Petition for Declaratory 'Ruling, and Accepting the Settlement 
Agreement in Dockets T-100, SubJ 11 and T.'..4802, Sub 0. Among other things, the Commission 
ordered that,the·Settlement Agreeinent-benveen Bellhop and the Public Staff Was approved in its 
entirety; Bellhop will,pay a penalty in the amount-of$5,000 to the Commission; and an order on 
the Arriended Application for a Certificate of Exemption.to Transport Household Goods 'filed by 
Bellhop'.s subsidiary, BI-Il-1 Services, LLC, d/b/a Bellhop Moving, will be issued once all payments 
and·insurance documents have been received by the Commission. 

Upon consideration of the Application and the entire record in, these do¢k~_ts, the 
Commission finds and concludes that·the Applicant has complied-with the tenns and conditions 
of the Commission's November 9, 2020 Order as well as those .attached to the Certificate 
of Exemption: 

1. Applicant is fit, willing, and able to properly ·perform the service of household 
goods transportation within North Carolina, is familiar with the ·moving industry, and has a 
reasonable and adequate knowledge-of the rules.and regulations __ goveming- the moving industry, 
including safety requirements as eriforced by the North Carolina Division of Motor Vehides. 

2. Applicant will abide .by the tariff requirements as established by the Commission 
and adopted in Maximum Rat~ Tariff No. l. 

3'. Applieaht iS financially solvent and able to furnish.adequate service on a continuing 
basis by maintaining the required insun_mce protection, maintaining siife, dependable equipment, 
and being able to settle any damage.claims which may ariSe. 

4. Applicant will maintain and has on ·file with the Division ofMotor Vehicles liability 
and cargo insurance coverage as required by law and Commission rules and regulations. 

5. Applicant will maintain and has on file with the Commission's Operations Division 
a certificate'of gerieral liability insurance coverage in the minimum·amowit of $50,000. 

IT IS, THEREFORE, ORDERED as follows: 

1. That the
0

application.forcertificate of exemption filed by-BHH Services,LLC, d/b/a 
Bellhop Moving, be, and,the-same is hereby, granted, and that the Applicant is hereby authorized 
to transport household goods between all points and places within Nor1h'Carolina; 
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2. That the Applicant shall maintaill its books and records in such a manner that all of 
the-applicable items of information required in the prescribed Annual Report to the Commission 
can be used by the Applicant in the preparation of such Annual Report. A copy of the Annual 
Report form shaff be furnished upon request made to the Public Staff - North' Caro_lina Utilities 
Commission,-Transportation Rates Division; 

3. That the Applicant shall maintain its books and records in such a manner that all of 
the applicable items of infonnation requested in its prescribed quarterly Public.Utilities Regulatory 
Fee Report can be used-by the Applicant in the preparation-of such report and payment of quarterly 
regulatory fee. Any questions.regarding the regulatory fee report and/or regulatory fee·should be 
directed to the Commission's Fiscal Management Division at 919-733-5265; 

4. That all vehicles, whether owned or leased, and used by the Applicant in its 
household goods operations must be identified with Applicant's name, city, state, and certificate 
of exemption number on bolh sides of each vehicle in letters not less than three (3) inches high. 
Such vehicles rriust also.be identified with Applicant's certificate of exemption number on the left 
upper quadrant of the rear of each vehicle in letters not less than three (3) inches high; 

5. That the Appliqant shall attend a Maximum Rate Tariff (MRT) Seminar no later 
than three (3) months from the date of this Order; and 

6. Th,at this Order shall constitute a certificate of exemption until fonnal Certificate 
of Exemption No.' C-2968 has been issued and transmitted to the Applicant, along with a copy of 
Maximum Rate Tariff No. I. 

ISSUED BY ORDER OF THE COMMISSION. 
This 'the 14th day.of December, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice-H. Fulmore, Deputy. Clerk 
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DOCKET NO. W-100, SUB 57 
DOCKET NO. W-100, SUB 62 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

DOCKET NO. W-100, SUB.57 

In the Matter of 
Impact of The Federal Tax Cuts and Jobs 
Act on Contributions in Aid of Construction 
for·Water and Wastewater Companies 

DOCKET NO. W-100, SUB 62 

In the Matter of 
Annual Report Fonnats.for Water and 
Wastewater Companies 

) 
) 
) ORDER SPECIFYJNG THE TYPES OF 
) TAXABLE CIAC, ADOPTING CIAC 
) REPORTING FORMAT IN ANNUAL 
) REPORTS, AND REQUESTING THE 
) PUBLIC STAFF TO BEGIN THE 
) PROCESS OF REVISING THE 
) TARIFFS OF WATER AND 
) WASTEWATERCOMPANIES 
) 
) 

BY THE COMMISSION: On December 22, 20I 7, the Federal Tax Cuts and Jobs Act(Tax 
Act) was signed into law. Among other provisions that are contained in this tax refonn are 
provisic;ms that, upon implementation, changed the. faxability of Contributions in Aid of 
Construction (CIAC) for all water and wastewater (or sewer) companies. Specifically, the Tax Act 
has now made CIAC taxable again for water and wastew.ite~ public utilities. 

On October 5, 2018, in Docket No. W-100, Sub 57, the Commission issued an Order 
Establishing Docket to Consider Impacts of2017 Fe_deral rax·ClJts and Jobs Act on Contributions 
in Aid o(Construction and Requesting Initial and Reply Comments (October 5, 2018 Order). In 
the October 5, 2018 Order, the Commission: (1) made all certificated water, and wastewater 
companies a party to the proceeding; (2) ordered· that all ·certificated water and wastewater 
companies shall collect the income tax on ClAC from contributors of plant for new contributions 
contracted for on or after the date of the Order using theiull gross-up method on an interim basis 
until the Commission makes ·a final decision after comments are received on this matter; 
(3) requested that interested parties file initial' comments by no later than Octob~r25, 2018 
addressing the appropriat_eness of using-the full gross-up method and the present value method, as 
proposed by the Public Staff in its reply comments filed in Docket No. M-100, Sub 148, along 
with any other i~sues for the Commission to consider related to CIAC and the Tax Act and that 
reply comments be filed by no later than November 14, 2018; and (4) requested that the Public 
Staff review all water and wastewater utility tariffs to detennine if any changes to those tariffs are 
required due to the Tax Act and to file a report with the Commission providing a summary of its 
review including specific recommendations for _the Commission to consider by no later than 
November 2, 2018. 

Initial comments were filed on October 24, 2018 by the Public.Staff and on October 25, 
2018 by Aqua North Carolina, Inc. (Aqua), Carolina Water Service, Inc. of North Carolina 
(CWSNC), and Old North State Water Company, LLC (ONSWC). 

203 



GENERAL ORDERS -.WATER AND SEWER 

On November 2, 2018, the Public Staff filed its Report on Tariff Changes Required by the 
Tax Act. 

Reply comments were filed-on November 14,"201.8 by the Public Staff. On November 30, 
2018, Aqua filed late-filed reply comments. The Commission also received a letter dated 
December 19, 2018 from the North Carolina Horne Builders Association (NCI-IBA) that was 'filed 
into the docket as a consumer statement of position and a letter dated December 20, 2018 from 
Tom Hankins, a Wake county residential developer and custom-hOmebuilder, that was filed into 
the docket on Jarmary 2, 2019 as a consumer statement of position; 

On August 26, 2019, the Commission issued its Order Addressing Federal Income Taxes 
on Contributions in Aid of Construction (August 26, 2.019 Order). The Commission made the 
following conclusions, in-addition to other findings,-in the August 26, 2019 Order: 

Reporting on CIAC and the Taxes Collected on CIAC: The Commission concluded that 
it did not have sufficient infonnation as of the date of the August 26, 2019 Order to require a 
spccifi_c fonnat for reports on CIAC and the.taxes o_n CIAC colle,;:ted by the water and_ wastewater 
companies. The Commission requested that the Public Staff work with both Aqua and ·CWSNC, 
and any Other interested water or wastewater company, to:(!) develop a list·ofthe specific types 
of property and non-property related to CIAC that are taxable; and (2) develop a fonnat agreeable 
to an parties for the CIAC reporting to follow within the context of the annual-report. The Public 
Staff w-as requested lo file a report. including specific recommendations on these issues within 
45 days of the August 26, 2019 Order. 

Tariff Revisions: 'Fhe. Commission conclu~ed that, based on the infonnation currently 
available to the Commission, it appears that the tariffs of the water and-wastewater companies will 
need to be updated to reflect the Commission-approved methodology to collect taxes on CIAC for 
each company. However, the Commission noted that the tariffs could not be updated until the 
specific types ofCIAC were identified and each company detennined_ which methodology it would 
seek Commission approval to use, as appropriate, and the Commission·approved, as appropriate, 
the use of such methodology. 

The.Commission requested that the Public Staff detennine when was the appropriate time 
to begin tariff revisions and to file <:t, request at that time with the Commission to begin ihc process 
of updating the tariffs of the water and wastewater companies, as applicable. 

On October 8, 2019, the Public Staff filed a Motion for an Extension of Time to file the 
report requested by the Commission in lhe August 26, 2019 Order by no later than November 22, 
2019. The Commission granted the Public Staff's motion by Order dated October 9, 2019. 

On November 22, 2019, the Public Staff filed its Report on the Classification and Reporting 
of CIAC and Request.for Authorization to Revis~ Tariffs (Report). The Public Staff notes in its 
Report that on October 16, 2019, the.Public Staff met with representatives·of Aqua, CWSNC, 
ONSWC, and Pluris, LLC (collectively, the Utilities) and discussed various topics addressed by 
the August 26, 2019 Order, including the types of taxable CIAC and a fonnat for reporting CIAC 
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and taxes on CIAC in annua1 reports· filed by water and wastewater companies. The Public Staff 
states that based on those.discussions, the Public-Staffi~ making the following recommendations: 

Taxable CIAC: The,Public Staff notes that during discussions with the Utilities, the Public 
Staff stated that all-CIAC is taxable, including the following: 

l) Connection or tap fees; 

2) Capacity fees; 

3) Meter installation fees; 

4) Cash contributions from a developer used by a utility to construct plant; 

5) Utility plant installed' or paid for by the contributor and then conveyed by the 
contributor to the utility; and 

6) Land conveyed by the contributor to the utility. 

The PuOlie ·staff notes that n_one of the Utilities expressed disagreement with the Public 
Starrs.statement. 

CIAC Reporting Format: The Public'Staffrecommends that the Commission direct water 
and wastew_ater utilities to record the amount of each of the types, as outlined above, of CIAC 
received in their annual reports using the format shown in Attachment' A to the Report. Tiie Public 
Staff maintains' that with the exception of specifying the types of CIAC listed in Unes seven 
through 12, the format shown in Attachment A is generally the· same format the Commission 
required water and wastewater utilities to use to report CIAC in their annual reports following the 
enactment of the Federal Tax Refonn Act of 1986 (Docket No. M-100, Sub 113). The Public Staff 
asserts that it proposed the CIAC reporting format,shown in Attachment A to the Report to the 
Utilities and none expressed disagreement. 

The Public:Staffalso notes in its Report that in addition to taxable CIAC and the CIAC 
reporting format, the Public Staff and the UtUities discussed the issue of for what CIAC 
Commission-regulated water and wastewater utilities must collect the. gross-up from. the CIAC 
contributor. The Public Staff states that it indicated that.as stated in Ordering Paragraph No. 2 of 
the August 26, 2019 Order, unless requested and approv~d otherwise, all certificated water and 
wastewater companies shall collect ·rrom contributors the income tax on CIAC for new 
contributions contracted for on and after·October 5, 2018 using the full gross-up method. The 
Public Sta:ffnotes that none of the Utilities expressed disagreement. 

Finally, the Public Staff requests in its Report that the Commission issue an order 
authorizing the Pi.iblic Staff to begin the process of revising the tariffs of water and wastewater 
companies to reflect the change in the taxability ofCIAC as required by·the Tax Act and outlined 
in the Commission's Orders in Docket No. W-100, Sub 57. 
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Discussion and Conclusions 

Based upon the following, including the Public Staff's Report and the absence of 
disagreement by the Utilities as noted in lhe Report; the Commission finds it appropriate to specify 
that all CIAC is taxable, including: connection or tap fees; capacity fees; meter installation fees; 
cash contributions,from a developer.used by a utility to construct plant; utility plant installed or 
paid for by the contributor and then conveyed by the contributor to the utility; and land conveyed 
by the contributor to the utility. Further, the Commission finds it appropriate to adopt the CIAC 
reporting fonnaHncluded in the.Report (with minor edits) and attached hereto as Appendix.A for 
water and wastewater companies to use.in their annual reports, effective the date of this Order, for 
use beginning·with the annual reports due.no later lhan April 30, 2020. 

Appendix A of this Order is replacing the current Investment in Water and Sewer Utility 
System schedule included .in the annual report fonnat for both water and sewer companies with 
revenues of$200,000 or more (revised 1/2012) and for water and sewer companies with-revenues 
of less than $200,000 (revised 1/20 IO). The Commission observes that replacing the Investment 
in Water and Sewer Utility System schedule in the annual report formals will require ·a 
renumbering of lhe pages in the annual report fonnats. Therefore, the Public Staff is requested to 
upd8.te the entire annual report 'fonnat for both water and sewer companies with revenues of 
$200,000.or more (revised 1/2012) and for water and sewer companies wilh revenu~s of less than 
$200,000 (revised 1/2010) to reflect the new version of the Investment in Water and Sewer Utility 
System schedule adopted herein. The Public Staff iS further requested to file these current versions 
with-the Commission in a newly-created generic water and wastewater docket, Docket No. W-100, 
Sub 62, established by this Order to contain copies of the current annual report formats. 

In addition, the Public Staff is.hereby requeStcd to begin the process of revising the tariffs 
of water and wastewater. companies to reflect the change in lhe taxability ofClAC as required by 
the Tax Act'and outlined.in the Commission's Orders in Docket No. W-100, Sub 57. The Public 
Staff is requested to draft revised tariffs and submit lhe lariffs to the Commission for approval. 
The Public Staff is further requested to file a brief status report on the progress of the tariff revision 
process every 90 days from the date of this Order. 

IT IS, THEREFORE, ORDERED as follows: 

I. That all CIAC is taxable, including: connection or tap fees; capacity fees; meter 
installation fees; cash contributions from a developer used by a utility lo Construct plant; utility 
plant installed or paid for by the contributor and then conveyed by the contributor to lhe utility; 
and land conveyed by lhc contributor to the utility; 

2'. That the reporting fonnat attached hereto as Appendix A is adopted by lhe 
Commission for the required use by water and wastewater. companies in their annual reports, 
effective lhe date oflhis Order, for use beginning with lheannual reports due no later than April 30, 
2020. Appendix A of this Order is replacing the current Investment in Water and Sewer Utility 
System schedule included 'in the annual report fonnat for both water and sewer companies with 
revenues of$200,000 or more (revised 1/2012) and'for water and sewer companies with revenues 
of less than $200,000 (revised 1/20!0); 

206 



GENERAL ORDERS -WATER AND SEWER 

3. That because replacing the InveStment in Water and Sewer Utility System schedule 
in the annual-report formats will require a renwnbering of the pages in the annual report formats, 
the Public Staff is requested to update the entire anni.Jal report format for both water and sew~r 
companies with revenues of $200,000 or more (revised 1/2012) and for water and sewer companies 
with revenues of less-than $200,000 (revised 1/2010) to.reflect the new version of the Investment 
in Water and Sewer Utility System schedUle adopted herein and shall file the current versions with 
the Commission in a.newly-created generic water and wastewater·docket, Docket No. W-100, 
Sub·62, established by this Order to·contain copies of the current annual report foITTiats; and 

4. That the Public Staff shall begin the process of revising the tariffs of water and 
wastewater companies to reflect the change in the taxability ofCIAC as required by the Tax Act 
and__outlined in the Commission's Orders in Docket No. W-100, Sub 57; shall also draft revised 
tariffs and submit the,tariffs to the Commission for approval; and shafl file a brief status report on 
the progress of the tariff revision process every 90 days from the date of this Order. 

ISSUED BY ORDER OF TIIE COMMISSION. 
This the I Ith day of February, 2020. 

NORTH CAROLINAUTIUTIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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APPENDIX A 

INVESTMENT IN WATER AND SEWER UTILITY SYSTEM 
For the Year Ended December 31, 

Line Item Water Sewer Combined 
No. (a) (b) (c) (d) 
I. Original cost ofsystem(s) 
2. Actual cost of all additions. to system(s) since original 

construction 
3. Total cost ofsystem(s) to date (LI plus L2) 
4. Accumulated;depreciation 
5. Net cost of System(s) (L3 minus L4) 
6. Cost of plant additions during this 12-month 

reoorting oeriod 
Contributions in aid of construction (CIAC} 
(exclllding gross-uJ!} received during this 12-
month reporting period 

7. Connection or tap.fees 
8. Capacity fees 
9. Meter installation fees 
10. Cash contributions from a developer used by a 

utility to construct plant ~· .. 
11. Utility plant installed or paid for by the contributor 

and then-conveyed by ihe contributor to ihe utility 
12. Land conveyed by the contributor to the utility 
13. Total CIAC ( excluding gross-up) received 4uring 

this 12-month reporting period (Sum of L 7 thru L 12) 
14. Cumulative CIAC received (excluding gross-up) 
15. Taxes collected on CIAC duringJ.his 12-month 

reoorting oeriod 
16. Cumulative tax collected on CIAC 
17. Taxes paid On CIAC collected during the previous 

12-month reporting period 
18. Cumulative tax paid on CIAC 

IMPORTANT: CIAC are generally defined in the National Association of Regulatory Utility 
Commissioners (NARUC) Unifonn System of Accounts as money, services, or property 
received by the utility company from customers, developers, or- any-other source at no cost to 
the utility company which offsets the acquisition, improvement,.or construction-costs of the 
utility's property, facilities, or equipment to be used to provide utility service. Tap-on fees.and 
meter installation 'fees are fonns of CIAC. 
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DOCKET NO. W-100, SUB 60 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matt~r of 
Petition for Rulemaking to Implement N.C. 
Gen. Stat.§ 62-133.IA, North Carolina 
Session Law 2018-5 I (House Bill 35 I) 

ORDER ADOPTING COMMISSION 
RULE R7-4 l AND COMMISSION 
RULE RI0-28 

BY THE COMMISSION: On December 31, 2019, in the above.captioned proceeding, 
Aqua North Carolina, Inc. (Aqua), and Carolina Water Service, Inc., of North Carolina (CWSNC) 
(together, Companies) filed a petition requesting that the .Commission establish a rulemaking 
proceeding in this docket foi' the purpose- of considering and adopting rules to implement N.C. 
Gen. Stat. § 62-133. I A, as enacted by North Carolina Session Law 2018-51 (House Bill 351 ). The 
Companies'· petition provided a summary of the provisions of their proposed rules to implement 
the statute, as detailed below, and included as-attachments to their petition proposed·Commissicin 
Rule R7-4 I for water utilities and Rule RI0-28 for sewer utilities. 

On January 13, 2020, the Commission issued an order establishing this proceeding as a· 
rulemaking proceeding for the purpose of considering the adoption of the Commission Rule R 7-41 
for water utilities.and Rule RI0-28 for sewer utilities to implement N.C.G.S. § 62-133.IA, and 
setting dates for the filing of petitions to intervene and of initial and reply comments. 

On Feb.lJlary 4, 2020, the Commission issued an order allowing Old North State Water 
Company, LLC (ONSWC), to intervene in·-this proceeding as requested in its petition-to,intervene 
filed in this docket on January 17, 2020. 

On April 30, 2020, the Public Staff filed its initial comments, which include reco1Tl.mended 
revisions to the rules that the Companies' proposed. 

On June I, 2020,.the Companies filed reply comments. 

Also on June 1, 2020, the North Carolina Attorney General's Office (AGO) filed a notice 
of intervention and.reply comments.1 

THE FAIR V ALOE STATUTE 

As enacted by Session Law 2018'51, N.C.G.S. § 62-133.IA(Jlair Value Statute) provides 
as.follows: 

(a) Election. - A water or wastewater pilblic utility, as defined by 
G.S. 62-3(23)a.2., may elect to establish rate base by using "the fair value of the 

1 The Commission's Order establishing this rulemakin.g proceeding set March 16, 2020, as lhe deadline for 
lhe filing-of petitions to intervene. No pany has objected to the AGO's late-filed notice'of intervention and lhe 
Commission detennines that no pany will be prejudiced by allowing the AGQ to participate at this stage in 
the proceeding. 
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utility property instead of original cost when acquiring an existing water or 
Wastewater system owned by a municipality or county or an authority or district 
established under Chapter 162A of the General Statutes. 

(b) Determination of Pair Value. -
(1)' The fair value of a system to be acquired shall be based on three 
separate appraisals conducted by accredited, impartial valuation experts 
chosen from a list to be established by the Commission. The following shall 
apply to the·valuation: • 

a. One appraiser shall represent the public utility acquiring the 
system, another appraiser shall represent the utility selling the 
system, and another appraiser shall represent the ·Public Staff of the 
Commission. 
b. Each appraiser shall detennine fair value in compliance with 
the-uniform·standards of professional appraisal practice, employing 
cost, market, and income approaches to assessment of value. 
c. Fair value, for rate-making purposes under G.S. 62,.133, 
shall be the average of the three appraisals provided for by this 
subsection. 
d. The original source of funding for all or any portions of the 
water and sewer assets being acquired· is not relevant to an 
evaluation of fair value. 

(2) The·acquiring public utility and-selling utility shall jointly retain a 
licensed engineer to conduct an assessment of the tangible assets of the 
system to be acquired, and the'-assessment .shall be .used by the three 
appraisers in determining fair vaJu·e. 
(3) Reasonable fees, as determined by the Commission, paid to utility 
valuation experts, may be included in the cost of the acquired system, in 
addition to reasonable transaction and closing costs inclirred by the 
acqyiring public utility. 
(4) The rate base value of the acquired system, which shall be reflected 
in the acquiring public utility's next general rate case for rate-making 
purposes, shall be the lesser of the purchase price negotiated between the 
parties to the sale or the f.iir value plµs the fees and costs authorized in 
subdivision (3) of this subsection. 
(S) The normal rules of depreciation shall begin to apply against the rate 
base value upon purchase of the system by the acquiring public utility. 

(c) An application,to the Commission·for a dete.miination of the rate base value 
of the system to be acquired shall contain all of the following: 

(I) Copies of the valuations performed by the appraisers, as provided in 
subdivision (I) of subsection (b) ofth_is section. 
(2) Any deficiencies identified by the engineering assessment 
COnducted pursuant to subdivision (2) ofsubsectio_n (b) of this section and 
a-five-year plan for prudent and necessary infrastructure improvements by 
the acquiring entity. 
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(3) Projected rate-impact for the selling entity's customers for the next 
five years. 
(4) The averaging of the appraisers' valuations, which shall constitute 
fair value for purposes of this section. 
(5) The assessment ()f tangible assets performed by a licensed 
professional engineer, as provided in ,subdivision (2) of subsection.(b) of 
this section. 
(6) The contract of sale. 
(7) The estimated valuation fees and transaction and closing costs 
incurred by the acquiring public utility. 
(8) A tariff, inclliding rates equal to the rates of the selling utility. The 
selling utility's rates shall be the rates charged to the custo~ers of the 
acquiring public utility until the acquiring public utility's next general rate 
case, unless otherwise ordered by the Commission for good·cause shown. 

(d) Final-Order. -If the application·meets aJI the requirements of subsection (c) 
of this section, the.Commission.shaJI issue its final Order approving or denying the 
application within six-months of the date on which the application was filed. An 
order approving an application shall,determine the rate base value of the acquired 
property for rate-qiaking purposes in a manner .consistent with the provisioris of 
this section. 

(e) Commission1s Authority_. -The Commission shall retain its authority under 
Chapter 62 of the General Statutes to set rates for the acquired system in future rate 
cases, and shall have the discretion to classify the acquired system as a separate 
entity· for rate-making purposes, consistent with the public interest. If the 
Commission finds that the average of the apprai_sals will not result in a reasonable 
fair value, the Commission may adjust the fair vaJue as it deems appropriate and in 
the public interest 

(f) The·Commission shall adopt'rules,to implement this section. 

PARTIES' COMMENTS AND PROPOSED RULES 

The Companies''Pctition·and Proposed Rules 

In their petition, the Companies detail their view of the purpose Of the Fair Value Statute 
and propose the adoption of Commission Rule R?-41-for water Utilities and;Rule RI 0-28.for sewer 
utilities, in the form attached to its petition as Attachments B and C, respectively. In support of 
their petition, the Companies state that the purpose of the Fair VaJue Statute is to·establish rules 
for determination of the. "fair value," as opposed to the "reasonable originaJ cost/' 'for water or 
sewer utility property "used and useful" in service to customers that is purchased from one of the 
governmental.providers specified in Chapter 162A of the General Statutes. The Companies further 
siate that the determination Of fair valu~ is then used to calculate the rate base value of the acquired 
property, and that the Companies supported the enactment of this statute based on their 
understanding·of the beneficial role that privately-owned water and wastewater companies can 
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bring to customers and to some local governinent providers of water and wastewater Service. The 
Companies argue that the "legacy.statutory restriction to consideration of 'reasonable origina.1 cost' 
as the determiriant of the value of rate base is an impediment to sensible private investment and to 
the.extension of capable utilities management opportunities from the private ·sector to those units 
of government whose interests are better served by sale of their utilities properties." The 
·COmpanies•-further-argue thaUhe Fair Value Statute establishes a mechanism by which willing 
sellers and- willing buyers can overcome s_ome of the .barriers to negqt_iations; _subject to 
independent action by the govemmenta1 providers, participation ·of the Public Staff, and the 
ov'ersight,of the Comffiissioil. The Companies emphasiz.e that under the .Fair Value Statute the 
Commission retains the.authority to.set_ rates for the.acquired system in future rate cases, has the 
discretion to classify the acquired system as·a separate rate entity in future rate cases,.and· has the 
authority to adji.ist the "fair value" as the Commission deems appropriate and -in the public interest. 

The Companies next comment that the enactment of the Fait Value Statute pri:lvides a path 
thro_ugh which the interests of all 'customers .can- be _advanced and safeguarded, ,the benefits of 
expanded rate base and economies of scale earl. be realiz.ed, and-the expertise contained in these 
multi~state, professional, experienced providers can be focused on a wider number of North 
Carolina systems and customers, some,of whom need-the assistance. The Companies argue that 
the-adoption,of.the requirements of the F,air" Value Statute iri the form of Commission rules·Will 
clarify uncertainties, modify-the restrictions.currently contained in the recognition of"reasonable 
original cost" as the.primary valuation tool, and allow the carefully.supervised development of this 
market in North Carolina with -safeguards •to protect those interests that are served b)' 
regulatory oversight. 

The Companies.then provide a deLajled_summary of their proposed rule5. The Companies 
state that paragraph (a) of each ruie'provides.the s·&lpe and.purpose.of the rule, paragraph (b)-of 
each rule provides definitions of terms used in the rules, and paragraph (c) of each rule deals with 
the regulated utility's option to elect "fair value" calculation of rate base as opposed to using the 
"origiilal cost." The Companies further summarize that ·paragraph (d) in each rule, addresses 
"Utility Valuation E~perts" and the Commission's responsibility to maintain a list of these experts, 
paragraph ( e) Of each rule defines- the methodology for determination of "fair value;" paragraph 
(t) 9f cacti rule ,defines the JI1ethodology for determination of "rate bas~," when using -this 
acquisition mechanism, and paragraph (g) of e.ach rule speaks to the ·utility's opportunity to 
recommend assignment of the purchased assets to a specific existing rate diVision Or.to-a newly 
established separate·rate division. Further. the Companies state that paragraJ)h (h) o_f each ·rule 
addresses the.regulatory process to be·employed for.determination both of"fair value" and "rate 
base;" and paragraph (i) of each rule·specifies the neces_sary Components·Of and time for issuance 
of the Commission's fillal order. 

In conclusion, the Companies argue that the adoption o_f rules that allow fair market 
valuation as a compolient of the· determination of rate base, for property purchased by· a public 
~tility from a governmental-owned ~ystem has the potential to "unleash·a number of.benefits in• 
North ,Carolina;" The Companies identify and outline these ·benefits as. follows: (I) options for 
governmenta~ entities ahd their cust_omers to access service that is more compliant with health and 
environmental standards, is more efficiently provided, and is more reliable.over the long-run;.(2) 
less reliance on government funded monies via the infusion of privO:te capital that can help 
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maintain, repair, and, replace water and' wastewater infrastructure; (3) additions to the customer 
base of curren_tly regulated public utility providers that allows overhead to be allocated across more 
customers; (4) potential economies of scaJe that hold promise of benefits to all customers; and (5) 
enhanced efficiencies when the acquired govemmentaJ system is located near existing facilities 
owned and operated by the-public utility. 

Thc·Public Staff's Comments 

In its initial comments, the Public Staff comments that although there are similar statutes 
in other states the appraisal process for determining rate base.authorized in the FairValue Statute 
is new to North Carolina. The Public Staff notes that there is no such North .Carolina statute for 
natural gas or electric utility systems, and fur(.her states that the Public Staff has not found rules 
for the fair value acquisitions of water or wastewater systems adopted in other states. 

The Public Staff next comments that it recommends "necessary additions" to the 
Companies' proposed rules. In support of its comments, the Public Staff relies on a recent 
presentation by. Dr. Janice A. Beecher, PhD, Director ofthe Institute of Public Utilities at Michigan. 
State University, which is attached to the Public Starrs,comments as Exhibit 3. The Public Staff 
fiighlights several statements from Dr. Beecher's presentation and notes that Dr. Beecher lists 
potential "mitig!ition measures" by regulators. The Public Staff emphasized several of the~e 
mitigation measures that they consider particularly meaningful for North Carolina. 

The Public Staff'next comments that replacements of water and wastewater utility plant 
can be extremely costly and lists five recent major projects.where Aqua replaced water mains and 
services in aged water systems. Based on .this list, the Public Staff calculates.an increase ih rate 
base that could average at least $7,561 per single-family equivalent (SFE), if a purchasing utility 
needs to replace water mains within ,the first five or 10 years after acquisition. The Public Staff 
states that the Fair Value Statute provides that the customer rates· at closing shalLbe the selling 
government entity's rates, which shall remain until the acquiring public utility's next general rate 
case. The Public Staff further states. that although this temporarily freezes the customer's rates, 
this.provision makes the customers·unaware of future significant rate increases and rate shock. To 
illustrate, the Public Staff uses What it describes as u plausible example of future rate shock that 
would result in a $647 increase in revenue requirement per SFE, equating to a $53.91 rate increase 
per month· per SFE, not including debt'costs. 

The Public Staff recommends that the following additional sections be added to ·the 
Companies' proposed rules: engineering assessment requirements, .discovery, customer notice, 
interven"tion, burden of proof, public interest, rate division assignment, and payment of Public Staff 
utility valuation expert. The Public Staff then details its.view on each of these additional sections 
that it proposes to be added to the Companies' proposed rules. 

Based on its comments the Public Staff requests that the Commission approve its 
recommended rules with,the additional sections noted above and the deletion of section (g) entitled 
"Rate Division· Assignment" from the Companies' proposed rules. In addition, the Public Staff 
requests that the Commission approve the Water and Wastewater Engineering Assessment Form 
Water Fair Value- I, which is attached to its comments as Exhibit 2. 
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The Companies' Rcply·Comments 

In their reply comments, the Companies state that they have reviewed the Public Staff's 
comments and additional rule provisions and that their position differs from that expressed by the 
Public Staff in its comments with respect to<various issues of logic and policy. Notwithstanding' 
these differences the Companies further state that they largely find lhe Public Staff's proposed rule 
additions to be acceptable and worthy of adoption by the Commission with some refinements. 
Thus, the Companies propose revisiqns to their initial proposed rules to incorporate the Public. 
Staff's recommendations with certain revisions and.clarifying language. Proposed rules reflecting 
these revisions are attached to the Companies' reply comments as attachments A and B. 

The. Companies then summarize their proposed revisions to the rules that they initially· 
proposed. The Companies state tha~ subsection (g) has been revised to focus on the acquiring 
utility's,plans for integration of the acquired system's rates into·an existing rate division and that 
this. provision does not require the Commission to make a detennination on future rate division 
assignment at lhe. time-th_e Commission makes decisions on the .fair value-application. However, 
lhe Companies further state thatan identification of intent or path to. rate consolidation can be 
vah.~able infonnation from which to build a record upon which the Commission can detennine the 
appropriate Rate Division·.alignment in the future. The Companies next state that subsection G) 
was added to-accommodate the Public Staff's request for a discovery process in the'.applicati_on 
p_roceeding, with modifications to_ accommodate .a business-day schedule for responses to 
discovery; as well as allowing site visits ih a fonnat that avoids inter-jurisdictional conflicts. The 
Companies further state.that utilization of utility valuation experts·allows for an extended.analysis 
beyond the ,Public Staff's internal resource reach. 

- . . ~' 
The Companies· next comment that subsections (k), (1), (o), and (p) were added to· its 

proposed rules consistent with the Public; Staff's recommended· rule additionsc Further, the 
Companies state that-their revised subsection-(m);addressing intervention procedure, is included 
as proposed by the,Public Staff and modified to allow intervention by any person directly impacted 
by the proposed acquisition. Next, the Companies state that subsection (n). requires .the 
Commission to support its conclusion with sufficient and appropriate findings and conclusions if 
it concludes.that approval·ofan application is not in the public interest. The Companies argue that 
this information will be instructive to utilities and owners of public water and wastewater systems 
and stakeholders of such systems in supporting potential future applications. Lastly, the 
Companies state that subsection'(q) adds language to the Public Staff's propqsed rules to allow an 
exception from certain provisions of the "engineering assessment rule," ·which the Companies 
argue might require the applicant utility to file infonnation that may not be-applicable or available 
with reference to certain applications. The Companies further argue that this will minimize 
unnecessary efforts.to identify·or clarify infonnation that cannot be identified or is not relevant to 
the proposed application. 

In conclusion, the Companies request that the Commission adopt-the Companies! revised 
proposed rules attached to its reply comments and the Water and Wastewater Fair Value 
Engineering Assessment Form, Water Fair Value -1 as the template for the Licensed Engineer's 
Assessment, with the.condition that infonnation that is not applicable or readily available-will be 
excluded. The Companies reiterate their position that.adoption of rules that allow fair value as a 

,, 
" '. 
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coinponent of the determination of rate base, when a regulated water or wastewater provider 
purchases a govemmenta1:.owned system, has the potential to wileash a number of benefits in 
North Carolina. The Companies restatc'.the,benefits,that.they believe will result from doing so as 
they did in their initial comments. 

The AGO's Reply,Comments 

In its reply comments the AGO emphasizes the' importance of incorporating adequate 
safeguards into the rules implementing the Fair Value Statute, The AGO states that it supportsJhe 
Public Staff's recommendations. The AGO further states that safeguards are needed to avoid the 
burdensome rate increases docurhented in other states when fair market- value legislation was 
adopted, that the Commission1S _succes~ful oversight of applications for use of fair market 
valuation is important to mitigate the·upward pressure on·rates that is likely to occur, and that the 
·rule modifications that have been recommended by the Public Staff will.assist the Commission by 
improving the review process. 

T.he AGO then provides backgrourid on the "fair market value approach" citing the 
presentation by· Dr. Beecher that. was included with the Public Staff's comments an~ an_ article 
from the Washington Post titled Towns sell their public water systems-and come to regret it. The 
AGO then notes several requirements of the F8ir Value Statute and states that despite safeguards 
that should result from these statutory provisions, the use of fair market value poses practical 
concerns. The AGO further states.that two of the three.appraisals Will be performed for the buyer 
and seller, and unlike many sales both have an interest in obtaining a high appraisal. 

The AGO next comments that the CoI11111ission has been provided three significant tools in 
the Fair Value Statute to protect' North •Carolina consumers 'from unreasonable rate increases: 
(1) the Commission is authorized·to adjust.the fair value determined by the three appraisers if it 
finds that the average will not result in a re·asonable fair value that is appr_opriatc and in the public 
interest;·(2) ~e CommissioO"ITlay classify'the acquired system as.a separate entity for rater'naking 
purposes;. and.{3) the ·Commission may deny the application. The AGO argues ·that the review 
process that is established by the rules adopted in this proceeding will have an important and lasting 
impact as it will establish the rate base value of the acquired property· for rate-making purposes. 

The.AGO lhen outlines the Public Staff's comments and recommendations as offering the 
CommissioO" valuable assistance in several ways. In closing, the AGO expresses support for the 
Public Staffs recommendations and argues that implementing safeguards and supervising the 
application process carefully will·be critical-to·protecting customers fonn excessive rate increases 
as applications are filed for the use of fair market valuation. 

DISCUSSION AND CONCLUSIONS 

The Commission has carefully reviewed and considered the comments and proposed rules 
filed in this proceeding. Based upon that review, the Commission determines that the.parties have 
reached agreement on rule provisions that are a reasonable means of implementing the Fair Value 
Statute. The,Commission, therefore, concludes that much of the substantive provisions the parties 
proposed should be incorp0rated·into the rules implementing N.C.G.S. § 62-133.l·A. As discuss~d 
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further below, however, the Commission further determines that the rules proposed by the.parties 
are unriecessarily repetitive of provisions-included in the Fair Value Statute and tack cimfonnity 
with the format and level of detail included in the moS:t-recently adopted rules in Chapter 7 and 
Chapter 10 ofttie Commission's Rules and Regulations. Therefore, the rules that the Commission 
will adopt_, while incorporating much of the substantive ~tovisions proposed_ by the parties, ·are 
streamlined and -reorganized. In addition. the· Commission determines that the Public Staff has 
proposed an appropriate form for use in the engineering assessment Of water and wastewater 
systei:ns sought to be acquired and Will adopt this form as a template for th~ engineer's assessment. 
Consistent with the Companies' comments and as is implied by the tenn "1emplate," informalion 
that is not relevant to the assessment of a specific system need· not ,be included and- additional 
infonnation that is relevant should be included as an attachment or-addendum.to the assessment 
fonn. Although not proposed by .the par'tie~, the· Co_m_mission further determines -thai 'a fonn 
application.would be helpful in administering, proceedings purst.iant to N;C:G.S. § 62-133.lA. 
Therefore,,.the ·commi,c;sion will adopt a fonn application and a modified· version of the Public 
Statrs proposed Fair Value Engineering Assessment FOnn and incorporate these fonns into the 
appendix to Chapters R7 and RIO,ofthe.Commission'S Rules and Regulations. The Commission 
notes that the two rules adopted.in this:Order are substantively similar, although applicable in the 
contexts of tlie acquisition' of water systems and wastewatef systems, respectively,. and, that th_e 
<;ommission will discuss together- the provisions of the two rules and· the conclusions reached in 
adopting these rules below. 

Paragraph. (a) of the rules adopted in this Order ·sets out the scope of the rules. The 
Commission concludes·that these rules should foc;:us on the procedural ~d·filing requireIJlents for 
implementing· N.C.G.S. §· 62-133.IA and will therefore adopt a streamlined version of the 
.paragraph .(ri) ·proposed by the parties. RefleCting this Conclusio"r1., ,the Comniission declines to 
adopt the.more subs~tive provisions proposed_ by the parties related.to ihe·method.of calculation 
of rate base. The.method,ofcalculating,rate base is sufficiently detailed in N.C.G.S. § 62-,133.IA, 
and may be further refined in the course of consid~ring an application 'f!led pursuant to the statute 
and the~e rules. The Commission .concludes that it is unnecessary to recite these statutory 
provisions in the rules adopted'in this Order. 

Paragraph (b) of the rules adopted in this Order sets out the defmed-tenns µsed·in the rules. 
Consistent with the Commission's detenniilation to adopt more streamlined rules than those 
proposed py the parties, the Commission will decline to adopt definitions of tenru. that are 
adequately defined in·Chapter 62 or elsewhere in the-Geheral Statutes. The-Commission:.further 
concludes that the parties' proposed tenn "Chapter 162 Utility" is less precise than appropriate 
because:municipally-owned water systems are operated pursuant to Chapter 160A of the General 
Statutes and county-owned water syste!J1s are operated pursuant to Chapter 1531).. Instead, the 
Commission will adopt and make use of the defined term·"Local.Government Utility" to mean an 
existing water or wastewater system owned by a municipality, county, or an authority or district 
established under· Chapter 162A of the General Statutes. This defined tenn adopts_ a similar 
approach to the defiriition of "unit of local government"- as provided at N.C.G.S, § l 60A-30(h), 
although that- tenn is broad_er than the defin~d tenn ''Local Government Utility" that, the 
Commission will adopt in these-rules. Finally, ·the-Commission will adopt a modified version of 
the tenn "Professional Engineer''·that requires the engineer conducting,the utility.assessment to be 
licensed by·the North Carolina State Board of Examiners for Engineers and Surveyors, including 
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those who may be licensed by comity or endorsement pursuant to N.C.G.S. § 89C-13(a2). The 
Commission concludes that this modification tends to, hannonize the general term ''licensed 
engineer," used in N.C.G.S. § 62:.133.IA with the general prohibition on· the practice of 
engineering by a person who ha.5 not been duly licensed. See N.C.G.S. § 89C-2. 

The Commission declines to adopt the parties' proposed paragraph (c) as unnecessary and 
unduly repetitive of requirements provided elsewhere in "the rules and implied by the filing of.the 
application itself. However, portions of the parties' proposed paragraph (c) are incorporated in 
paragraph (d) that the Commission adop~. a.5 discussed further-below. 

The paragraph (c) that the Commission will incorporate into the rules adopted in this Order 
generally reflect the parties' proposed paragraph (d) to implement the requirement of 
N.C.G.S. § 62-133.IA(b)(l) that the.Commission maintain a list of accredited, impartial valuation 
experts. The Cominission, in its discretion, will incorporate certain refinements fo the provisions 
related to implementing this requirement. Under the rules adopted in.this Order, the Commission 
will maintain the list of valuation experts in an open generic docket, Docket No. W-100, Sub 60A, 
where the Commission will receive applications from -such persons and undertake appropriate 
administrative actions to ensure that-these.persons are initially qualified and continue to qualify to 
conduct utility valuations for the purpose of N.C.G.S. § 62-133.lA. ·Toe procedures used to 
maintain the list of valuation experts will be further detailed in a forthcoming order issued in 
Docket No. W-100, Sub 60A. 

The paragraph ( d) that the Commission will incorporate into the rules adopted in this Order 
reflects that the utility's election to establis_h rate.base using-fair value-is-made by the filing of an 
application pursuant to N.C.G.S. §,62-133.IA and the rules adopted in this Order. Implicit in this 
election is that the calculation- of rate base. attributable to the system tb be acquired will not be 
based on the- original ·cost, as authorized pursuant to N.C:G.S. § 62-133.lA. The Commission 
concludes that it is unnecessary to recite this statutory provision in the rules adopted in this Order. 
Further, and as noted above, the Commission detennines ,that a form application will promote 
efficiency in these proceedings. The Commission will, therefore, adopt a form application as part 
of the appendix to Chapter R7 and RIO of the Commission's Rules and Regulations and require 
the use of this fonn in making an application J?Ursuant to N.C.G.S. § 62-133. IA and the rules 
adopted in this Order. In addition, and as reflected in the form application, the Commission will 
require as part of the application a narrative explanation ofthc object and purposes desired and of 
the public interest served by the acquisition, and the Commission- will preserve the option of 
requiring any other· infonnation a.5_ a specific case may require to facilitate the Commission's 
consideration of all relevant issues related to the acquisition and election to detennine rate base 
based upon the fair value of the property acquired. Finally, the Commission will require that the 
application be accompanied by the testimony.of the utility's president or another person employed 
by the utility who'is·personally familiarwith•the contents·thereof and who verifies that the contents 
of the applicatio-n are true and accurate. These requirements generall}' reflect rule provisions 
proposed by the parties in a more streamlined fonnat focusing on procedural and 
filing requirements. 

Consistent with the Commission'S intent to adopt more streamlined rules that focus .on 
procedural and filing requirements, the· Commission declines to adopt substantive provisions 
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proposed by the parties related to the methodology for dcterminalion of fair value (the parties• 
proposed paragraph (e)), and the mclhodology for determination of rate base (the parties' proposed 
paragraph (f)). These matters, the Commission concludes, are sufficiently addressed in the 
provisions ofN.C.G.S. § 62-133.IA and need not be recited in the rules adopted in this Order. 
Further, these matters will develop in greater granularity as the Commission reviews applications 
made pursuant to the Fair Value Statute and the rules adopted in this Order on a case-by-case basis. 

The Commission will incorporate paragraph (e) in the rules adopted in this Order to detail 
the procedure upon receipt of the application. The. paragraph (e) that the Commission will 
incorporate into the rules adopted in this Order is a more streamlined version of the parties' 
proposed paragraph- (h). Much of the required information proposed by the parties to be 
enumerated in their proposed paragraph (h), will,be furnished in the required form application that 
the Commission adopts in this Order. This obviates the need to include rule provisions detailing 
these requirements and supports the Commission's broader intent to adopt a more streamlined 
version of the rules implementing the Fair Value Statute. In furtherance of the goal .of deciding 
these matters within the statutory time period of six months from the filing of the application, see 
N.C.G.S. § 62-133.lA(d), the Commission will require the Public Staff to file and serve on the 
applicant a recommendation·regarding whether the application is complete within ten days of the 
filing thereof. Given that the Public Staff will be involved in selecting an appraiser of the value of 
the system to be acquired and that appraiser will inake use of the engineer's assessment of the 
system, the Commission expects that the Public Staff will be aware of the contents of the 
application by the purchasing utility prior to its filing. The Commission also expects that the utility 
will cooperate with the Public Staff to facilitate an efficient.review or the application. Thus, the 
requirement for the Public Staff to provide a recommendation to the Commission will be 
minimally·burdensome and should be achievable in most cases within the ten days required by the 
rules that the Commission adopts in this Order: When the Commission receives the Public Staff's 
recommendation and determines that the application is complete, then the Commission will 
promptly issue an order establishing procedural deadlines and discovery guidelines and requiring 
the utility to provide notice of the pending application to the customers of the Local Government 
Utility. Addressing these matters.by Commission order obviates the need to incorporate the Public 
Staffs proposed paragraphs G) (related to discovery), (k)·(related to scheduling an cvidentiary 
hearing), (I) (related to·requiring customer notice), and (m) (related to allowing interested persons 
to intervene). Therefore, the Commission declines to adopt these proposed rule provisions. 

Regarding the question of future rate division assignment of the customers served by the 
acquired system, the Commission will adopt a modified version of the parties' proposed 
paragraph (g). The Commission agrees with the parties that it is appropriate to reflect in the rules 
adopted in this order that N.C.G.S. § 62-133.lA(c)(S) requires that these customers be charged 
rates equivalent to those charged by the acquired governmental utility until the acquiring public 
utility's next general rate case proceeding, unless otherwise ordered by the Commission for·good 
cause shown. The Commission will require the submittal of a tarifTreflecting these rates as a part 
of the public utility's application pursuant to N.C.G.S. § 62~133.IA and the rules adopted in this 
Order. The Commission agrees with the parties that the application should include a statement 
about the public utility's future plans for integrating the acquired system into an existing mte 
division. Consistent with the Commission's efTort to streamline the rules adopted in this Order, the 
rules make clear that the decision about whether and how to integrate the acquired water or 
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wastewater system into an existing rate division is preserved for the Commission~s consideration 
in the course of the public utility's next general rate case. 

The Commission will also incorporate a modified version of the parties' proposed 
paragraph (i) detailing the matters that are to be specifically decided in .the Commission's final 
order on the application. These matters include determination of the rate base value of the acquired 
system (which may be calculated as provided in N.C.G.S. § 62-l33.1A(b) or pursuant to the 
Commission's authority to adjust that vaJue pursuant to N.C.G.S. § 62-133.lA{e)), providing for 
the inclusion of certain costs eligible to be included in the rate base vaJue of the acquired system, 
requiring the application of the nonnal rules of depreciation against the rate base value from the 
date of the purchase of the system (as required by N.C.G.S. § 62-133.1A(b)(5)), and the 
establishment of a new tariff for the provision of service to the customers in the acquired 
service territory. 

The Commission agrees with the parties that the burden of proof is appropriately on the 
acquiring utility in·all respects in the proceeding on the utility's application and for demonstrating 
that the acquisition of the Local Government Utility is in the public interest. Therefore, the 
Commission will incorporate the parties' proposed paragraph (o), although in the rules that the 
Commission adopts in this Order, this provision has been reorganized as paragrap_h (h). 

The Commission also agrees that the Public Staffs proposed paragraphs related to payment 
for the Public Staff's utility valuation expert should be incqrporated into the rules adopted in this 
Order. Therefore, the Commission will .idopt paragraphs (i) as proposed by the Public Staff. 

Finally, the Commission furtheragrees with the Public Staff that the use of an engineering 
assessment fonn would be helpful in administering these rules. Therefore, the Commission will 
adopt a Fair Value Engineering Assessment Fonn as part of the appendices to Chapters R7 and 
RIO of the Commission's Rules and Regulations. 

Based upon the foregoing and the entire record herein, the Commissiori concludes that 
Commission Rule R7-41 and Commission Ruic RI0-28 as renected in the appendices A and B, 
respectively, to this Order should be adopted pursuant'to N,C.G.S. § 62-133_.lA(f). A redlinc 
comparison of the rules adopted Wld the.rules proposed by the parties is included for convenience 
at appendices C and D. Further, the Commission concludes that Form FYI, Application for 
Detennination of Fair Value of Utility Assets Pursuant to N.C.G.S. § 62-133.IA, and Fonn 
FVl(a), Fair Value Engineering Assessment Fonn, should be adopted and required for use in any 
proceeding instituted before the Commission by the filing of an application pursuant to 
N.C.G.S. § 62-133.IA and the rules adopted in this Order. 

IT IS, THEREFORE, SO ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 30th day ofDecember, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
A. Shonta Dunston, Deputy Clerk 
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Ruic R7-4I. PROCEDURE FOR DETERMINING FAIR VALUE AND 
ESTABLISHING RATE BASE FOR ACQUISITIONS OF 
GOVERNMENT-OWNED WATER SYSTEMS 

APPENDIX A 
PAGE220 OF 4 

(a) Scope of Rule.-This Rule provides th.C procedural and filing requirements for the 
detennination of the vaJt,1e of utility property for ratemaking purposes applicable when a utility 
acquires an existing water system owned by a municipality or county, cir an authority or district 
established under Chapfor 162A of the General Statutes, and the utility makes an election pursuant 
to G.S. 62-133.IA(a) to establish its rate base associated wirh the acquisition· by using the fair 
value of the acquired property instead of original cost. 

(b) Definitions. 

(I) "Local Government Utility" means an existing water system owned by a 
municipality, county, or an authority or district established under Chapter 162A of 
the General Statutes. 

(2) "Rate Division" means a separate rate schedule of a water utility for one or more 
established customer service areas; 

(3) "Utility Valuation Expert" means a person qualified as an.expert in the appraisal of 
utility plant whose proficiency is demonstrated and established pursuant to. 
subsection (c) of this Rule. 

(4) "Professional Engineer" means a person who has been duly licensed.by the North 
Carolina State Board of Examiners for Engineers and Surveyors established by 
Chapter 89C of the General Statutes, including those persons who may be licensed 
by comity or endorsement. 

(5) "Asset Purchase Agreement" means a contract for the sale of an existing water 
system between a water utility, as buyer, and a Local Government Utility, as seller, 
which· is to be valued for purposes of rate base. The Asset Purchase Agreement. 
shall reflect the price negotiated between the Public.Utility purchaser and the·Local 
Government Utility. 

(c) Establishment of List of Utility Valuation Experts.-The Commjssion shall establish- a 
generic proceeding in Docket No. W-100, Sub 60A for the purpose of creating and maintaining a 
list of accredited, impartial Utility Valuation Experts as required pursuant to G.S. 62-133.IA(b). 
A person ·seeking to become a Utility Valuation Expert shall apply to the Commission by 
furnishing the following: 

(1) a demonstration of the person's education and experience specific to providing 
valtiations and appraisals of utility plant, as differentiated from other types of 
appraisals, such as for reaI·estate; 
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(2) a written attestation that a Utility Valuation Expert owes a fiduciary duty to provide 
a thorough, objective, and fair valuation; 

(3) a demonslration of financial and technical fitness, such as through production 
of professional licenses, technical ceriifications, and names of 

APPENDIXA 
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current or past clients.with a description·of dates and types·of services provided; 

(4) a demonstration of adequate utility valuation.and appraisal experience to support 
the Commission's 0ecision to consider these persons or entities as experts iri 
this·field; 

(5) a statement that'the Utility Valuation Expert will make use of the assessment of the 
tangible ·assets· of the system to be. ncquired, which ass~ssment shall be from .a 
Pr6fess_ional Engineer j0intly retained by the utility and the Local -Government 
Utility and make use .of the Water an_d Wastewater Fair Value Engineering 
Assessment Fonn included in the Appendix to this•Chapter as a template,for the 
engineer's assessment; 

(6) a statement that the Utility Valuation Expert will comply with-the requirements of 
G_.S~ 62-133.IA in conducting their.appnJ.isal, including that the Btility Valuation 
Expert shall appraise the subject property in compliance with the.unifonn standards 
of professional appraisal practi~e, employing cost, m·arket, and.income appro~ch~s 
to assessment of value; and 

(7) any other infonnation as required by the Commission. 

(d) Application-for Election to E$tablish Rate Base Using Fair Value.-A water utility mny 
elect to establish rate base using the· fair- value of the utility property acquired from a Local 
Government Utility by filing with.the Commission an application pursuant to G.S. 62-133~1A and 
this Rule., The fonn of,the application sh~I be as proyided in the Appendix to this Chapter. In 
addition to providing the infonnati0n· required pursuant to G;S. 62-133-.IA in the completed 
:application fonn, the application shall contain a.narrative explanation.of the object and purposes 
desired by the application and'how the public interest is served by the acquisition, along with any 
other infonnation required by the· ComrhisSion. The application shlill be accompanied by the 
testimony ofth_e acquiring·utility'S president-or another person employed by the utility who is 
personally familiar with the'contents thereof and who verifies.that the contents of the application 
,are true and accurate. 

(e) Procedure upon receipt of Application.--Contemporaneous With the •filing of an 
application with the Commission pursuant to G.S. 62-133.lA and this Rule, the utility shali serve 
a copy of the application on.the Public Staff. The Public Staff shall reviewthe application-and no 
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later than ten days after the application is filed, the Public Staff shall file with the Commission and 
serve upon,'the applicant a recommendation regarding whether the application is complete or 
identify any deficiencies noted. If the Commission determines that the application is incomplete 
as submitted, the utility will be requited to file the omitted information. 

Once the CommisSion determines that the application is complete, the Commission 
will promptly issue an order establishing procedural deadlines and discovery gl!idelines 
and requiring the utility to-provide notice of the pending application to the customers of the Local 
Government Utility. If the Commission receives significant written complaints against the 
application, then the Commission will issue a further order setting 
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the application for hearing. The Commission will endeavor to schedule the hearings to be held 
within three months of the filing of the application-to facilitate. issuance of a final order within six 
months of the filing of a completed·.application as directed pursuant to G.S. 62-133. I A(d). 

(t) Rate Division Assignment-Pursuant to G.S. 62-133.IA(c)(8),•service to customers in the 
service area of the Local Government Utility shall be under a tariff-that includes rates equal to the 
rates·ofthe selling utility until the utility's next general rate case, unless otherwise .. ordered by the 
Commission for good cause shown. Ali. application filed pursuant to G.S. 62-133. IA and this Rule 
shall include a proposed tariff that reflects such rates and a statement as to whether the utility 
intends to propose in its next general rate case that 'the service area of the Local Government Utility 
be integrated into an existing Rate Division of the acquiring utility or be established as a new Rate 
DiVision. A determination as to whether the service area of the Local Government Utility should 
be integrated into an existing Rate Division or established as a new Rate Division shall be 
preserved for the Commission~s consideration in-the utility's_ next generaJ rate case. 

(g) Final Order on Application.-Consistent,with the direction provided in G.S. 62-133. IA(d), 
the·Commission will endeavor to issue a final order on the application filed pursuant to 
G.S. 62-133.lA and this Rule within six months of the filing of a completed application. The 
Commission's final order will resolve all substantive issues and, ·if the Commission .determines 
that the Application should be approved, the Commission will specifically determine the rate.base 
value of the. acquired property for rate-making purposes in a manner consistent with 
G.S. 62-133. IA and the provisions of this Rule, as follows: 

(I) Determination of Rate Base.-The rate base value of the acquired system shall be 
the lesser of the purchase price reflected in the Asset Purchase Agreement or the 
average of the three appraisals as required pursuant to G.S. 62-133.IA (bXl), unless 
the Commission specifically finds that the average of the appraisals will not result 
in a reasonable fair value, in which case the Commission may,adjust the fair value 
pursuant to G.S. 62-133.IA(e) as it deems appropria'te and in the public interest; 
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(2) Certain Costs Eligible to be. InCluded in Rate Base Value.--Consi~tent with 
G.S_. 62-BJ.IA(b), the Commission will allow the inclusion of the costs of the 
engineering assessment; transaction and closing costs incurred by the utility, and 
fees paid to Utility Valuation Experts, including fees paid' by the acquiring utility 
to a Utility Valuation Expert that represents the Public Staff, in the rate baSe value 
of the acquired system upon a finding that those i;:osts were reasonably and 
prudently·-incurred; 

(3) Uepreciation;-The Commission Will require th_e utility to-apply the nomial rules 
of depreciation against the rate base value from the- date of the purchase Of the 
system; and 

(4) Tariffs.-The Commission will approve the establishment-of a new tariff for the 
provision of water .service to customers in the acquired service· territory, 
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which·shall also detennine whether the acquired service territory will be treated·as 
a separate Rate Division. 

(h) Burden of Proof.-The utility shall have the burden of proof regarding all aspects of the 
proceeding on~ application filed pursuant to G.S. 62-133.IA and this Rule, arid for demonstrating 
that the acquisition of the-Local Government Utility is in thf: public interest. 

(i) Payment of Fees for Publie Staff Utility Valuation Expert.-The acquiring utility shall pay 
the fees of the Utility Valuation.Expert that represents _the Public Staff whether the Commission 
approves the application, denies the application, or if the acquiring utility -withdraws 
the applicatiqn. 

Ruic R 10-28. 

APPENDIXB 
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PROCEDURE FOR DETERMINING FAIR VALUE AND 
ESTABLISHING RA TE BASE FOR ACQUISITION OF 
GOVERNMENT-OWNED WASTEWATER SYSTEMS 

(a) Scope ,of- Rule.-This Rule provides the procedural and filing requirements for the 
detennination.ofthe value•ofutility property for ratemllking purposes applicable when a utility 
acquires an existing wastewater system owned by a municipality or county, or an authority or 
district established under Chapter 162A of the General Statutes, and·the utility makes an election 
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pursuant to-G.S. 62-133.lA(a) to establish its rate base associated with the acquisition by using 
the fair value of the acquired property instead of original cost. 

(b) Definitions. 

(I) "Local Government Utility" means an existing wastewater system owned by a 
municipality, county, or an authority or district established under Chapter 1'62A of 
the General Statutes. 

(2) "Rate Division" means a separate rate schedule of a wastewater utility for one or 
more established customer service areas. 

(3) "Utility Valuation Expert" means a person quaJified-as an expert in the appraisal Of 
utility plant whose proficiency is demonstrated and established pursuant to 
subsection (c) of this Rule. 

(4) "Professional Engineer" means a person who has been duly licensed by the North 
Carolina State. Board of Examiners for Engineers and Surveyors established by 
Chapter 89C of the General Statutes, including those persons who may be licenserj 
by comity or endorsement. 

(5) "Asset Purchase Agreement" means, a contract for the sale. of an ex1stmg 
wastewater system between a wastewater utility, as,buyer,: and a LocaJ Government 
Utility, asselle_r, which is to be valued forpurp9ses of rate base. The Asset Purchase 
Agreement shall reflect the price negotiated between the Public Utility purchaser 
and the Local Government Utility.' 

(c) Establishment of List,of Utility Valuation Experts.-The Commission shall establish a 
generic proceeding in Doc~et No. W-100, Sub 60A for the purpose of creating and .maintaining a 
list of accredited, impartial Utility Valuation Experts as required pursuant to G.S. 62-133.IA(b). 
A person seeking to become a Utility Valuation Expert shall apply to the Commission by 
furnishing the following: 

(I) a demonstration· of the person's education and experience specific to providing 
valuations ·and appraisals of utility plant, as differentiated from other types of 
appraisals, such as_ for real estate; 

(2) a written attestation that a Utility Valuation Expert owes a fiduciary-duty to provide 
a thorough, objective, and fair valuation; 

(3) a demonstration of financial and tec_hnical fitness, such as through 
production of professional licenses, technical certifications, and names of 
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current or past clients-With a description of dates and types of services provided; 

(4) a demonstration of adequate utility valuation and appraisal experience to support 
the Commission's decision to consider these persons or entities as experts in 
this· field; 

(5) a statement that the.Utility Valuation Expert wiII make use of the assessment of the 
tangible assets .of the· system to be acquired, which assessment shall be from a 
Professional Engin~er jointly retained by the utility and the Local G6vemn1tmt 
Utility and make use of the Water and Wastewater Fair Value Engineering 
Assessment Form iilcluded in the Appendix to this Chapter as a_ template for the 
engineer's assessment; 

(6) a statement that the Utility Valuation Expert will comply with the requirements of 
G.S. 62-133.IA in conducting their appraisal, including that the Utility Valuation 
Expert shall appraise the subject property in compliance with the unifonn standards 
of professional appraisal practice, employing cost, market, and income approaches 
to assessment of value; and 

(7) any other infonnation as required by the Commission. 

(d) Application for Election to Establish Rate-Base Using Fair Valu_e.-A wastewater utility 
may elect-to establish rate·base,using the fair value of.the utility property acquired from a Local 
Government Utility by filing.with the Commission an application pursuant to G.S. 62-133. IA and 
this Rule. The fonn of the-application shall be as provided in the Appendix to this Chupter. In 
addition to providing the infonnation requ_ired pursuant to G.S. 62-133.JA in the completed 
application fonn, the application shall contain a narrative explanation of the object and purposes 
desired by the app_lication and how·the public interest served by the acquisition, along With any 
other infonnation required by ·the Commission. The application shall, be accompanied by the 
testimony of the acquiring utility's president or another p~rson employed by the utility who is 
personally familiar with the contents thereof and who verifies that the contents of the application 
are true and accurate. 

(e) Procedure upon receipt of Application.-Contemporaneous with the filitlg of an 
application with the Commission pursuant to G.S. 62-133.IA and this Rule, the utility shall serve 
a copy ofthe·application on the Public Staff. The Public Staff shall review the_ application-and no 
later than ten days afler the application is filed, the Public Staff shall file with the Commission and 
serve upon th_e applicant a recommendation regarding whether the application is. complete or 
identify any deficiencies noted. If the Commission detennines that the application is incomplete 
as submitted, the utility will be required to file the omitted infonnation. 

Once the Commission determines that the application is complete, the Commission 
will promptly issue an order establishing procedural deadlines and discovery guidelines 
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and requiring the utility to provide. notice of the pending application to the customers of the 
Local Goveriirnent -Utility. If the Commission re~ives significant written complaints _against 
the application, then the Commission will issue a further order setting 
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the-application for hearing. The Conimission will endeavor to schedule the hearir]gs to be held 
within three months ofth~ filing of the application to facilitate issuance ofa fina1 order within six 
months·of the filing of a completed application as directed pursuant to G.S. 62-1-33.lA(d). 

(f) Rate Division Assignment-Pursuant to G.S. 62-133.IA(c)(S), service to customers in the 
service area of the Local Government Utility sliall be urider a.tariff that includes rates equal'to the 
rates of the selling utility until the utility's next general.rate case, unless·otherwise ordered by the 
Commission for g0od cause shown. An application·filed pursuant-to G.S. 62-133.IA and thiS Rule 
shall include a proposed .tariff that reflects such_.rates and a statement as to whether the utility 
intends to propose in its next general rate case that the service area of the Local Government Utility 
be int~grated into an existing Rate Division of the acquiring utility or be established as a·new Rate 
Division: A:determination as·to whether the service area of the.Local Government Utility should 
be integrated into. an existing ·Rate Division or established as a new Rate .Division shall -be 
preserved for the·Commission's consideration-in the utility's,next general rate case. 

(g) Final Order,on Applicati0n.-Consistent ~ith the direction pr0vided'in G'.S. 62-1~3.IA(d); 
the Commission will ·endeavor to issue ·a finai' order· on '.the application filed pursuant to 
G.S. 62-133.-IA and ·this Rule within six months of the filihg of a, completed application. The 
Com.mission's final order will resolve all substantive issues and, if'the Commissi_on determines 
thai. the Applicaiion should be approved, the Commission will specifically. detcrniine the rate b~e 
value of the acquired property for rate-making •purposes in a manner consistent with 
G.S. 62-133.l'A and the provisions of this Rule, as follows: 

(1) Detennination·ofRcµe.Base.-The rate base va1ue of the acquii:ed-system shaJl.be 
the leSser-ofthe purchase:·price reflected in the Asset Purchase Agreement or the 
average of the three appraisals as required pursuant to G.S. 62-133.IA (b)(I), unless 
the Commission specifically finds that the average of the appraisals will not result 
in a reasonable fair value, in which case the Commission may adjust the fair value 
pursuant-to G.S. 62-133;1A(e) as.ifd~ems·appropriate.and in the public interest; 

(2) Ce:rtain Costs El_igible to be ·Included in _Rate Base Value.-Consistent with 
G.S. 62-133.lA(b), the Commission ·will allow the inclusion of.the costs of the 
engineering assessment, transactio_Il'and closing costs incun-¢ by the utility, and 
fees·paid to Utility Valuation Experts,'includirm.fees paid by the acquiring utility 
t0·a• Utility Valuation Expert that represents-the Public Staff, in the rate base value 
of'.the acquired system upon a finding that those costs were -reasonably and 
prudently incurred; 
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(3) Depreciation.-The Commission will.require the·utility to apply the nonnal rules 
of depreciation against the rate base value from the date of the purchase of the 
system; and 

(4) Tariffs.-The Commission will approve the establishment of a new tariff for the 
provision of wastewater service to customers in the acquired service 
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territory, which sh!lll also detennine Whether the acquired service territory will be 
treated as n separate Rate Division. 

(h) Burden of Proof.-The uulity shall have the burden of proof regarding.all aspects of the 
proceeding on an application filed pursuant to G .S. 62-133.1 A and this Rule, and for demonstrating 
that the acquisition of the Local Government Utility is in the public interest. 

(i) Payment of Fees for Public Staff Utility Valuation Expert. -The acquiring utility shall 
pay the ·fees of the Utility Valuation Expert that represents the Public Staff whether the 
Commission approves the application, denies the application, or if the acquiring utility withdraws 
the application. 
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R7 11 1 »eteFminatian af Feir Value end ·Esfohlishnieet af Hate Bose fer Aeituisitians 
ef Co•.-ffnmeo~·ned \Yater Systems 

Rule R7-4t. PROCEDURE FOR DETERMINING FAIR VALUE AND ESTABLISHING 
RA TE BASE FOR ACQUISITIONS OF GOVERNMENTcOWNED WATER 
SYSTEMS 

(a) Scope of Rul~ . This ffil.eRule provides the pFeeess fur· procedural and filing 
requirements for the determination of the "fair-value?! ofH:Sed E1-R8.1:!Seffil utility property13UFehaseel 
by a Fegulated Puhlie Utility ffem a EfUali€1'iAg uAit efgovemmeet. fer pm=peses af iRell:!Sien·ifl. a 
fegulated ..1a\er utili~y•s Fate·base. It else sets fufth the method ef saleulatioe efrate base, for 
ratemaking purposes, applicable when a utility acquires an existing water system owned by a 
municipality or-county, or an authority or district established under·Chapter 162A of the General 
Statutes, and the utility makes an election pursuant to G.S. 62-133.JA(a) to establish its.rate·base 
associated with the acquisition by using the !!fair value" moUledelegy. Deieffftinatien aRd 1:1se of 
fair vahie fer Fate base ealeulatioa is BR altema.ti\•e ta the 1:15e Bfeaseeable of the acquired property 
instead of original cost-:-.,. 
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~ Definitions. As used in this rule: 

f-(IH),-----l'P\>1:1bllllii<ie;-'"Local Government Utility" means aan existing water litility as BeHaed ie 
G.S. 02 3€23)a:2 anel Fogulated by the NoFth Carnliea Utilities CommissiaR 
€Commissiea). 

(2) Clmf)ter 162A Utilit) means an ei.istiRg water er waste•vater system owned by a 
goveFAmeatal entity a municipality, county, or an authority or district;establish~d 
under Chapter 162A ofthe·General Statutes; 

(~ll.."Rate Division" means a separate lariff'rate schedule ofa Pttblie Utilitywater utility 
for one or more established customer service areas. 

(4}Q)_"Utility Valuation Expert"-is means a person-qualified as an expert in-the appraisal 
of utility plant, whose proficiency is demonstrated and eslablished 
aceordingpursuant to the pra•tisioas of subsection (dl, below, and v,ho, as Bfl. 

iAdivid1:1al OF a HFffi, Ejl::lalifies te be maintained on a· list .establisheB by· the 
Cemmissiea, ~•rs•aat te G.S. 6~ 133.lA.(h)(l). (c) of this Rule. 

LieenseB fil'"Professional Engineer" is a J!Fefessioeal EegieeeF, means a person 
who has been duly licensed by the Ne>rth Carolina State Board of E_xarniners for 
Engineers and Surveyors or an eE11:1ivalent stale lieensing ageney. established by 
Chapter 89C of the General-Statutes, including those persons who may·be licensed 
by comity or endorsement. 

(~.5.)_"Asset Purchase Agreement" is--ihemeans a contract for the .sale of the Hlility 
properly an,existing water system -between a-water utility as buyer and a Local 
Government Utility;, as seller, which is tO be valued-for. purposes of rate base. The 
Asset Purchase. Agreement refleetsshall reflect the price negotiated between the 
Public Utility purchaser and the ChQflter I 02ALocal Government Utility. 
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by HliAg ilR Applieation feF Detefffiinalion of Fair Value ood &ate Base anB Apf1FO¥al ofTmnsfer 
with the Cof!!missioA. 

(B) EstablishmeAt of list of (c) Establishment of List of Utility Valuation Experts-.-. The 
Commission shall establish aHd maintaina generic proceeding in Docket No. W-100, Sub 60A for 
the purpose of creating and maintainihg a list of accredited, impartial Utility Valuation Experts, 
ffOm which tRe pllff)hasing P1:1blie Utility, the selliRg Chetfl_ler 102A Utility, ftfld the Public Staff 
shall eaeh seleet fer perf!oses ef Eievelepmeat ef 8:J3f1raisals te uso iR determieiRg fair 11al1:1e. Te 
El:blaJif)• ·fer tho list, a f!ersoa er fiffil preseetieg themselves te tRe Commission for reeognition as 
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as required pursuant to Q.S. 62-133.1 A(b). A person seeking to become a Utility Valuation Expert 
fftti5e-Shall apply to the Commission by furnishing the following: 

(e) 

(1) ElemeastnHe a demonstration of the person's education and experience AeeessO:f!i' 
fef----specific to providing 'd@ity-valuations and appraisals of utility plant, as 
differentiated from other,types ofappraisaJs, such as for real estate; 

(2} altest in i.•tffitRg te(2) a written attestation that- a Utility Valuation Expert owes a 
fiduciary duty to provide a thorough, objective,.and fair valuation; 

(J) demeAstf&te a demonstration of financial ;µid technical fit:hess, such as through 
production .of professional licenses,. technical certifications, andle, names of 
current or past clients ~ith a description of dates,and types ofservices provided; 
aR<I 

(4) Elemeasb"ate a demonstration of adequate utility valuation and appraisaJ experience 
to support the CommisSieR'sComrnission's decision to consider these persons.or 
entities as experts in this fi~ld~.;. 

~4mhedelogy ferDet8ffflinatien efFair Value. 

(I) 

(2l 

(3) 

The aequiring PuBlio Utility and sellerlChapler I f:i2A Utility shall neget:iate an 
Asset Purohase AgreemeRf:. 

Tho aequiring Publ:ie Utili~y Emd (5) a statement that the seUer, a C~ter 162.A 
Utility, shall jeintly retain a Lieensed Profu_ssional ~gineer to eenduet llflUtility 
Valuation Expert will make. use of the assessment of the tangible assets of the 
system to be acquired~, which assessment shaJl be w.;ed-from a Professional 
Engineer jointly retained by the three TJtility VaJuatien E~(flerts f'•,he are seleeted 
e.s. pFeseribeB in Sl:ffl.soe_tiBfl (3), Belew], in determining fair value, and shall 
ultimately 130 filed with the Applieat:iea. 

The Charter Hi2A Utility, utility and the P-u-MieLocal Government Utility, and 
make use of the POOlie StaffsbaU eaeR see\He a written appmisa-l, er; al1:1ati01:i, fi:om 
JIBFSons er entities on Water and Wastewater Fair Value Engineering Assessment 
Fonn included in the Cemmissien's list efYtilit,• VW1:1aHen B1cperts. Appendix to 
this Chapter as a tempJate.for the engineer's assessment; 

229 



GENERAL ORDERS -WATER AND SEWER 

APPENDIXC 
PAGE30F7 

(4) &-eh(6) a statement that the Utility Valuation Ex.pert will comply with the 
requirements ofG.S. 62-133.IA in conducting their appraisal, including that the 
Utility Valuation Expert shall appraise the subject property in_ compliance with the 
uniform standards of professional appraisal practice, employing cost,. market, and 
income approaches to assessment of valu~: and 

(5) (7) any other.infonnation as required by the Commission. 

(d) Application for Election to Establish Rate Base Using Fair Value.-A water utility may 
elect to establish rate base using the fair value, fer Fate nmking f11:1Ffl8Ses ender G.8. 132. l'.B, shall 
l:Je the a--, erage of the three ap~raisalsutility property·acguired from a LocaJ Government Utility by 
filing with the Commission an application.pursuant to G.S. 62-133.1 A and this Rule. The form of 
the application shall be as provided in, the Appendix to this Chapter. In addition to providing the 
information required pursuant to G.S. 62-133.lA in the completed application fonn, the 
application shall contain a narrative explanation of the object and purposes desired by the 
application and how the public interest is served by the acquisition, along with any other 
information required by· the Commission. The application shall be accompanied by the testimony 
of the acquiring utility's president or another person employed by the utility ·who is personally 
Familiar with the contents thereof and who verifies that the contents of the application are true 
and accurate. 

(e) Procedure upon receipt of Application.-Contemporaneous with· the filing of an 
application with the Commission-pursuant to d.S. 62-133.1 A and this Rule, the utility shall serve 
a copy of the application on the Public Staff. TI1e Public Staff shall review the application and· no 
later than ten days after the application is filed the Public Staff shall file with the Commission and 
serve upon the applicant a recommendation regarding whether the application is complete or 
identify any deficiencies noted. Ifthc Commission determines that the application is incomplete 
as submitted, the-utility will be required to file the omitted information. 

Once the CommisSion determines that the application is complete, the Commission will 
promptly issue an order establishing procedural deadlines and discovery guidelines and requiring 
the utility to provide notice of the pending application to the customers of the Local Government 
Utility. If the Commission receives significant written complaints against the application, then the 
Commission will issue a further order setting the application for hearing. The Commission will 
endeavor to schedule the hearings to be held within three months of the filing of the application to 
facilitate issuance of a final order within six months of the filing of a completed application as 
directed pursuant to G:S. 62-133.IA(d). 

(f) Methedelegy fer Rate Division Assie:nment. Pursuant to G.S. 62-133.IA(c)(8). 
service to ,customers in the service area of the Local Government Utility shall be under a tariff 
that includes rates equal to the rates of the selling utility until the utility's next general rate case, 
unless otherwise ordered by the Commission for e.ood cause shown. An application 
filed pursuantto G.S. 62~133. IA and this Rule shall include a proposed tariff that reflects 
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such rates· and a statement as to whether the utility intends to propose in its next general 
rate case that the service area of the Local Government Utility be integrated into an 
existing Rate Division of the acquiring utility or be established as a new Rate 
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Division. A detennination as to whether .the service area of the Local' Government Utility should 
be inteerated into· an existing Rate Division or established as a new Rate Division. shall be 
preserved for the Commission's consideration in the utility's next general rate case. 

(g) Final Order on Application.---Consistent with the direction provided in G.S. 62-133 .1 A{d), 
the Commission will endeavor to issue a final order on the application filed pursuant to 
G.S. 62-133.IA and this Rule within six months of the filing of a completed application. The 
Commission's final order will resolve all substantive issues and, if'the Commission determines 
that the Application should be approved, the Commission will specifically determine the rate base 
value of the acquired property for rate-making purposes in a manner consistent with 
G.S. 62-133.IA and the provisions of this Rule, as follows: 

fB: Determination of Rate Base.-

(-lt.- The rate base value of the acquired system, v,hieh shall be Fef-leeted ia the aeE1:1:1irieg 
Public Utility's eeirt general rate ease fer Fa.le malEieg f!l:IFJ:IOSes, shall be the lesser 
of the purchase price eegotiated between the ~m:ties to the sale, reflected in the 
Asset Purchase Agreement; o_r the average. of the three appraisals as required 
pursuant to G.S. 62-133.lA (b)(l), unless the Commission specifically finds that 
the average of the appraisals will not result in a reasonable fair value" ~l1:1s the fees,. 
in which case the Commission may adju-st the fair value pursuant to 
G.S. 62-133.1 A(e) as it deetns appropriate and in the public interest; 

(2) 

ill 

Certain Costs Eligible to be Included in Rate Base Value.--Consistent with 
G.S. 62-133.1 A(b) the Commission will allow the inclusion of the costs a1:1therii!:ed 
iR sl:lbseetiee (2) of this seetien, below. 

As detemi.iRed b, the Commissiea, reasoeable of the engineering ·assessment, 
transaction and closing' costs incurred by the utility, and fees paid to Utility 
Valuation Experts-,._including feF the eagiaeeriag assessment aRd Feaseaable 
traasaetioe aRd elesiag easts iee1:1rredfees paid by the-acquiring P-tthlieutility to.a 
Utility may be iR.el1:1dedValuation Expert that represents the Public Staff, in the 
eestrate base value-Of the acquired system~ upon a finding that those costs were 
reasonably and ·prudently incurred; 
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ill +he-Depreciation.-The Commission will require the utility to apply the nonnal' 
rules of depreciation shall begin to apply against the rate base value ~from lhe 
date of the purchase of the system by the aeE}uiring Puhlie Utilit:,•. • and 

Rate I;'>i•lisioa Assigr.meRt . 
(I) IA BR:," Applieatioa Hied u0der G.S. 62 133.IA, the aequiriag Publie Utility shall 
state .. hether it f)lans in the futHre to prepose that the seR•iee aEeB afthe eustom.ers aft.he 
Chapter 162A Utility Being aequired sheuhl be integntted iato ;m eicisting Rat:e Di,visien. 

APPENDIXC 
PAGE50F7 

The aeeiuiFiag PuBlie Utility, in it:s nent genei=al mle ease, shall pmpose whether the 
service area of the eustemeFS aeqt1ired frem the ChElf)ter 162."'i Utility should be 
integrated iato an 01fisti0g Rate Dh•ision of the PuBfie Utility er shoul8 be 
established as a ne•v Rate Di-.•ision. If the recommendation is fur inte~ion into 
an 1misting Rate Dh isioa, the acquiring PuBHe lJ!ility shall reeommemi hov,r the 
aroa is to he ifitegrated~ inelmling any aeeesSafj;' tariff revisions, and shall have the 
Burden efproofto demonstrate that s1;1eh iRtegration is in l:he pl:ielie.inte_rest. lf_the 
reeemmeRdatien is fer establishment ef a ne ,.' Rate Di o'ision, the aequiring Pttblie 
Utility shall inelude propesed ta.Fiffs er tariffrevisiens as pafl ofiffi Applieatiea. 

(h) Regulatof)' Applieation Preeess fer Determination of Fair Value aRd of Rate Base A 
Puelie Utility .,1.,pfllieatien for DetefffliRatioa of Fair Value aad Rate :Base and l'4:ipre•1al of 
Transfer. Hle6 under these Rules, shall Be sigRed an6 verified 8; the president er desigRateS offieer 
of the aeq1:1iriRg PuBlie Utilif:y &Rd shall eoRl:aiR all off:he KlllewiRg: 

(1) eitplanatien ofl:he oe-jeet and puFJ3oses desired:and of the puBlie interest sef\•ed by 
the aeq1:1isitio0; 

(2) espies of the. appraisals er •;aluations peFfermeB by the l:hree Utility Val1:1atio0 
Ei,perts, of the CHgiReering assessmeRt, aad eff:he-Assel P1:1rehase AgreemeRt; 

ffi a statement of any deifieieneies ideatified By the engineering assessment, and a five 
year p!Elff. for prudent and neeessw;,• infmst:rueture impro-. ement:s; 

ffi the prejeete6 rate impaet fer the oostomers efthe selling ChB-fll8F 162A Utility fer 
the neitt frie ).eB-ffi; 

£fil a,propesed tarifF; 

ffil Elff.Y reeomme0dations fer Rate Didsien assigHmont ef the eostomeFs ef the 
Chapter I 82A utility Being aeEJUiFed; 

f11 a map of the serviee area fer the s; stem(s) BeiAg aer:iuired; 
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ffil the total east of ebtntniag the •;aluations, ifleludiag ilie estimateif vahmtieH fees, 
eagieeering fees, end ·tf8Hsaetion B:Rd elOsiag easts ineuFFeel. b; the aequirieg Pablie 
Ut:ili~ ; ruul 

f2:l: any etheF infummt:ion pequiFeel. or·rele ,BRt ueder G.S. 82 133.1A.f:e1. 

(i) Fiaal QfdeF. If the Aflplieatiea meets the reEtuirements ef G.8. 62 133.lA.fe), the 
Commission's Emler BflflFO ,iiffg or deR-ying the Aflplieatien mHSt be iss1;1eel. ., i~in siu mon#ts of 
the date offiliBg oft.he l.1pplie0Hon; in aaeonla:Ree with C.S. 62 133.lA.Ed}. la an ot=der appro:ving 
aa A,flplieation, the Commission Sflall in~h.ule the fotlewieg: 

0) 

(I) 

f2) 

(,) 

(I) 

(2) 

(J) 

A def:eHHinatien of the fair 1,ali.te ood tho rate. laase ; alue, imilttfr, e of easts 
delineateel in subseetioe EhJE8) ofthi.5 mle, of the aequir06 utili~• flFBflCFl)' fur i=ate 
malBRg ptnposes; 

The Rate Divisiea untier whieh the aequiretl. sep;iee area shall be sei=vetl.; &Rd 
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All parties lo the.proceeding shall be f!ermitted to s6fYe (by hBRd defiyery, facsimile 
or oleetronie Belivery0 data ret.=1uests Hf!OA the sellieg.Chapter lfi2/1, Utility, the 
purehasieg P1.-1blie Utility, the- Pl-11:il:ie Staff, aay IRtEw•eaor, the Lieease8 
Professioaal Magieeer,· aeeffir eae or more of Uio Utility Val1:1atien-~f)eft(s); 

The retum Bate en eaeh data reei.uest shall Be ten busiaess days. The fiaffj' seR'N 
with disee~•ef)' shall .ha'le l:lfl te tea Easiness days ta 'file objections te the disco ,1ef)1 

reei.uest on ae itetB. by item. basis; aed 

SUBjeet to the agreement·ofthe selling Chapter 102A Utili-ty, the Put=Jlie Sta.ff shall 
have authority te fflalce·site \'isiHrto the utility systeffl. 

(k) Evideati(lfj• Hearing. If deemed 0f!prepAate, the Cofflmissiee may sehedule the 
Applieatfon fer e ,•idenfiaf) hern:.iflg and requife l:Re pre-filing of testimony. 

(I) Customer Notiee. The Commission shaU require th:e selliRg Chapfer l 62A 1:.Uility to 
PfO'lide to eaeh ef its e1:1stemers, 8~• hill insert or fi.rst elass mail, a Commission approves 
Customer Netiee plirsullftf: to.a·Commissien p:t=eseri8e8 sehedule. 
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(m) Iflteryention. AH]• eustomer of the selliag Chapter 162/t. Utili!),, or a person ha,ing a 
defH.onskaleB real ooel direet interest in the sale of the water and/er wastewater system to the 
parehasing P1:1blie L'tility, may l:ieeeme a paffy to the Pair Value Purehase proceeding by filing a 
petition pHrsHant to CemmissioR" R1.,lie Rl 19. The Commissioe, in eaeh Fair Val1:1e P1:1rehase 
praeeeding, shall·set the deadline·fer filing a 13etitien to inten•ene. 

(R) Pub lie Interest If the Commissioe finEls that lhe.wrerage of the appraisals ,, ill aot result 
in a reasonable fair ,•alue, lhe Commissioa may adjust tho fair value as it deems a13prnpriate aRd 
iH the pttblie iHterest. The deeisioa should be sup130Fl:ed with appropriate and s1:1.ffieient fiadiags 
and eonelusions. 

(o) B1:1rdea of Jlreet=. The aequiring Publie Utility shall ha :e the. buFdeR of pFoof in 
the App_lieatien prneeeding. (p) (4) Tariffs.-The Commission will approve the 
establishment of a new tariff for the prdvisfon of water service to customer in the-acquired 
service territory which shall also detennine whether the acquired service territory will be 
treated as a separate Rate Division. 

(h) Burden of Proof.-The utility shall have the burden of proof regarding all aspects of the 
proceeding on.an application filed pursuant to G.S. 62-133. lA and.this Rule, and for demonstrating 
that the acgui.Sition of the Local·Govemment•Utility is·in the.public interest. 

fiL__PaymentofFees for Public Staff Utility Valuation Expert~. The acquiririg Ptihlie-Utility 
utility shall pay the fees of the Publie Staff Utility Valuation Expert ·Sffffiffethat represenls the 
Public Staff Whether the Commission Beny the Af!plieatien, ·er shoulel· approves the application, 
denies the application or if the acquirini; Puhlie Utility withdraw t:he Applieation. 

APPENDIXC 
PAGE 70P7 

(I.ti EngineeFing Assessment +he WateF and WasfowateF FaiF Value EngineeFing Assessment: 
Fom:1,, WateF FaiF Value I, will be previded te the Lieensed PFofussienal EngineeF f!rier ta 
engineering rcYiew, and shall sop,, e as the template fer _ffle engineer's assessme0t. J0formation 
reei:uested OR this guide shall only be ineluded if it is B~fllieable Bfld reaBily a-Yailable. 

application. 
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DeteFmin11lion of Ji'eiF l'alue nnd Estahlishmeet of Rate Bese feF Aequisit-ioos 
efGorernmentet··Owned Se'l'ler Systems 

111cRule R 10-28. PROCEDURE FOR DETERMINING FAIR VALUE 
ESTABLISHING RATE BASE FOR ACQUISITION 

AND 
OF 

GOVERNMENT-OWNED WASTEWATER SYSTEMS 

(a) Scope of Rule:--. This fl:fleRuk provides 'the fJFeeess for procedural and filine: 
requirements for the detennination of the faif-value of used Md useful utility property flUFehB:Sed 
by a Eegt,1lated Publie Utility frem a 1:11::mli1!t'iag uHit ofgo, emment, far paFposes of iaelm1io0 iH a 
Fegulated se\, er 1::1tiliey's rate base. It else sets Kn=th the method of ealeulatien of Fate base, for 
ratemaking purposes, applicable when a utility acquires an existing wastewater system,owned by 
a municipality or county, or an authority or district established under Chapter 162A of.the General 
Statutes, and the uti1ify makes an election pursuant to G.S. ,62-133.IA(a) to establish its rate base 
associated with the acquisition by using the fair value IH:ethodalegy. DetetmieatiaR and use of~ 
value" for rate base eale!:!latioa is afI'alterRative ta the useacquired prgperfy instead of"Feasemible 
original cost~,. 

(b}-Definitions. As used iR this mle: 

(I) 

(2) 

-l!ubtte_"Local Government Utility" means a se,ver utility as defiaed ie 
G.S. 62~_)(23)a:.2 aa8 r0gHiate8 by the Nortk Cerolina Valities cemmia5iaa 
("Gommissiee"). 

"Chapter 162A Utilit:.," meae.s an existing.weteHw-wastewater system owned by a 
go•,emmeetal eetity a municipality, county, Q!.illl.authority or district, established 
under Chapter 162A of the Gerieral Statutes. 

(Jfn._:.'Rate Division" means a separate tari#rate schedule of aPublie Utilitywastewater, 
utility for one or more established·customer service areas. 

(4,-JL"Utility Valuation Expert"-+S means a person gua1ified as an expert in the appraisal 
of utility plant, whose proficiency is demonstrated and establish~d 
aeeonlie~pursuant to tho pro a'isieas of subsection (El), Below, and ,,ho, as GR 

ietfo1ieluaf er a fifffi, ~ealifies ~o be maiateiaeB ea a list estabJishe8 ey tl:Je 
CommissioR, ~UFSUBflt to C.S. 62 133.IA.(b)(ll.c) of this Rule. 

Lieonsed fil_"Professional Engineer" is 8. PFefessional EHgieeoF, means a person 
who has been duly licensed by the North Carolina State Board of EX.aminers for 
Engineers -and Surveyors or aa e~ui•,alent state liecmsieg agea~stablished by 
Chapter 89C of the General Statutes, including those persons who may be licensed 
by comity or endorsement. 
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(~n_"Asset Purchase Agreemcnt"---is---the means a contract for ~sale of lhe 1;1lilil) 
~an existing wastewater system between a wastewater utility, as buyer, and 
a Local Government Utility, as seller which is ,to be valued for purposes or rate 
base. The Asset Purchase Agreement reAeetsshall reflect the price negotiated 
between the Public Utility purchaser and the ChafJter l 62ALocal Government 
Utility. 

(7) 

APPENDIX D 
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",t\,flfllieation R!r Deteffi1iAatiefl: of Fair Value anti Rate Base and Aflf!r-eY&l-&f 
Transfer" ("A13plieatieR") is the Bflplieatien to Ge Hiei:I with the Con~missioa 
pHFSHanlle G.S. 02 IJJ.l(A).(s) 

(e) Bleetioe b:, Aefa!Uiring Regulated ~ublie Utility. A i=eg1:1lateel Pliblie Utility may eleet te 
estal=ilish rate base, when 13urehasiag qualifying 1;1tility prefJOFly fi=em a Chapter 162A Utility, h~• 
1:1s0 ef"fair value" instea8 ef"Foaso0able eFiginal east" Br Hli0g BR AflplieatieA feF DeteFR1inatieR 
efFaiF Vah:10 anB Rate ilase anB Apflrn'lal efTransfeF Vlith tho Cemmission. 

EB~ HstablishmoRt sf list ef "(c) Establishment of List of Utility· Valuation Experts._!!.-. The 
Commission shall establish an8 maintaina generic proceeding in Docket No. W-100, Sub GOA for 
the puroose of creating and maintaining a list of.accredited, impartial Utility Valuation Experts; 
H"em vih.ieh tho fll:IFeRMing P1:1blie Utility, the selljng Cha13ter 162A Utilil:,, aR8 the P1:1Blie Staff 
shall eaeh seleet fer 13urposes efeleYel013meRt efaiipraisals te use iR determining "fair ,al1;1e."'Te 
~1:1aliiy fer the list, a. perseR or fiFRl 13resenti0g themselves to the Cemmissien for reeegnitie0 as 
as.required pursuant to G.S. 62-133. IA(b). A person seeking to become a Utility Valuation Expert 
fffiffitshall apply to the Commission-by furnishing lhe following: 

(I) 

(3) 

(4) 

BomeRstrate a demonstration of the person's education and experience neeessaFy 
.fef-specific to providing utility-valuations and appraisals of utility plant, as 
differentiated from other types of appraisals, such as.for real estate; 

attest in writiAg to (2) a written attestation that a Utility Valuation Expert owes a 
fiduciary duty to provide a lhorough, objective, and fair valuation; 

demeHstrate a demonstration of financial and technical fitness, such as through 
production of professional licenses, technical certifications, and/er names of 
current or past clients with a description of dates and types of services provided; 
aH<I 

Qemenstrate a demonstration of adequate utility valuation and appraisal experience 
to support-the Cemmissioe'sCommission's decision to consider these persons or 
entities as experts in this field:_;_ 
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Methedology fer Detefffiieation efJiair Value. 

The acquiring PuBlie Utility m:ul seller/ChBflter Hi2A Utility s_hall !'l,egetiate aR 

l,sset Pm=ehase Agreement -

The Requiring PHhlie Utility and (5) a statement that the seller, a Chapter 162A 
lJtilitJ, shall joiRtl~• retaie a biee1:1s_ed Professienal Engineer te.'eoeduet Em Utility 
Valuation Expert will make use of the assessment of the tangible assets of the 
system to be acquired:'--+fle, which ·assessment shall be tlSedfrom a Professional 
Engineer jointly retained by the tlu=ee Utility Valuation Ei,perts fv,1lo BR! seleete8 
as preseFibed iR suhseotioe (3~. -tiele,,.,~, in detefffiinieg fair talue, aml shall 
ultimately be filed .tith the AflplieatieH. 

APPENDIXD 
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The ChBfller 162A Utility, utility and the PtielieLocal Govemmerit Utility; and 
make use of the PHhJie Siaff'shall eaeh seeHrB a·•,Vfitten apf)raisal, or valuation, Hem 
13eFSens er entities en Water and Wastewater Fair Value Engineering Assessment 
Form included in the Commission's list of Utility Valuatioa Enf)erts.Appendix to 
this Chapter as a·template.for the engineer's assessment; 

EO:eh(6) a statement that the Utility Valuation Expert will comply with ,the 
requiTements of G.S. 62-133.IA in coriducting their appraisal, including that the 
Utility Valuation Expert shall-appraise the subject property in compliance with the 
unifonn standards of professional appraisal practice; employing cost, market, and 
income approaches to assessrrient of value.; and 

(~7) any other information as required by the Commission. 

(d) Application for Election to Establish Rate Base Using Fair Value.-A wastew-ater utility 
may elect to establish rate base using the fair value," fer rate ma:IE:ing fJHfflOSOS UA8er G.S. GA 133, 
shall he the average of thc·three appraisalsutility property acquired from a Local G0vetnment 
Utility by filing with the Commission an application pursuant·to·G.S. 62-133.IA and this Rule. 
The form of the application shall be as provided in the Appendix to this Chapter. In addition to 
providing the information required pursuant to G.S. 62-133. IA in the completed application form, 
the application shall contain a narrative explanation of the object and pumoseS desired by the 
application and how the public interest served by the acquisition,'aiong with any other infonnation 
required by the Cominission. The ap"plication shall' be, accompanied by the testimony of the 
acquiring utility's president or another person employed by the utility who is personally familiar 
with the contents th~reof and who verifies that the contents of the application are true and accurate. 

(e) Procedure upon receipt of Application.-Contemporaneous with the filing of an 
application with the Commission pursuant to.G.S.·62-133. IA and this Rule, the utility shall serve 
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a·copy of the application on,the Public Staff. The Public Staff shall review the application and no 
later than.ten da)'s after the appliCatfon is filed, the Public.Staff shall file With the Commission and 
serve upon the applicant a recommendation· regarding. whether the application, is complete or 
identify any deficiencies noted. Jfthe Commission detennines that the application is incomplete 
as submitted, the utility will be required to file the omitted information. 

Once·the Commission-detennines that the application is complete, the Commission•Will 
promptly issue an order establishing procedural deadlines and discovery,guidelines and requiring 
the utility t6 provide notice of the pending application tO the customers of the Local Government 
Utility. If the CominisS:ion receives signifiC3flt written co'rnplaints agairist the application; then the 
, Commission will issue n further order setting the application for 'by th~s seetieH~hearing. The 
C0tnmission will endeavor to schedule the hearings to be held within three months of.the filing-of 
the application to facilitate issuance of a final order within six months of the filing of a-completed 
application as directed pursuant to·.G.S. 62-133.IA(d). 

APPENDIXD 
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El) Melhoaology fur (Q Rate Division Assignment. Pursuant to G.S. 62-133.1A(c)(8), 
service to customers in the service area of the Local-Government Utility shall·be under a tariff that 
includes rates egual"to-the rates of the selling utility until,the utility's next general'rate case, unless 
otherwise. ordered by the Commission for good cause shown. An application-·filed· pursuant to 
G.S. 62-133. lA and this Rule shall,iriclude a proposed tariff that reflects such rates and a statement 
as to whether the utility intends to propose in its. next general rate.case that the•service area of the 
Local GoVerriment Utility·be integi:ated into an,existiilg·Rate Division Of the.acquiring utility'or 
be established as a new.Rate Division. A detennination as to whether the service area of the Lrical 
Government Utility should be integrated into· an existing Rate Division or established as a new 
Rate Division shall-be preserved for the Commission's consideration in the utility's next general 
rate.case. 

( e:) Final Order on Application.-Consistent with the direction provided in G.S. 62-133.1 A( d) 
the Commission will endeavor to issue a final order on the application filed pursuant to 
G.8' .. 62-133. lkand this Rule- within six months of the filing of a completed application. i:he 
Commission's final order will resolve all substantive issues and, if the Commission determines 
that the Application-should be approved, the Commission will specifically detennine the rate base 
value of "the acquired· property for rate-making purposes in a manner consistent with 
G.S. 62-133.IA ari.d·the•provisions,ofthis Rule, as.follows: 

(ll___Detennination of Rate Base::-

8-). The rate base.value of the acquired system, v,hieh shall be Fefleeteli ia the aeqHiFing 
Pl:ffilie lltility's aeitl geneFB::l. Fate ease foF Fate malEing p1:1FpeSes, shall be the lesser 
of the purchase price aegetiateli bef:1.veea the parties ta the sale, reflected in the 
Asset Purchase AgreelTleri~ or the. ~verage of the three appraisals required 
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pursuant to G.S. 62-133.1 A (b)(l) unless the Commission specifically finds that 
the average of the appraisals will·not result jn a reasonable fair value" ~h:1s__the fees.,. 
in which case the Commission may adjµst the fair value pursuant to 
Q.S. 62-133.lA(e) as it deems appropriate and in the-public interest; 

Certain Costs Eligible to be Included in Rate Base Value.-Consistent with 
G.S. 62-133. IA(b), the Commission will allow the inclusion of the cos~ EWifleAi3e8 
in subSee~ian (2) ef!his seetien, belew. 

As determiRed i3~ the Commissioa, reasenabie of the engineering assessment, 
transaction and closing costs incurred by the utility, and fees paid to l)tility 
Valuation Experts.,_including for· the engineering assessmeat aRd reasenable 
tmHsa:etion an.el elesing easts ineuri=eMees paid by the acquiring PHMieutility to a 
Utility may he inel1:1BeEIValuation Expert that represents the Public Staff, in .the 
eestrate base value of the acquired system, upon a finding that those costs were 
reasonably and prudently incurred; 

The Depreciation. The Commission will require the utility to apply 
the nOnnal rules of depreciation sRa-11 hegiR to apply· against the rate base value 

APPENDIXD 
PAGE50F7 

l¼p0Rfrom thc; date of the purchase of the system h;: the aeei_uiFing Puelio Utility. • and 

Rate 9h•isien Assignment 

(ll 

(2) 

In any Applieation fHeEI uREier G:S. 62 133.IA, !he ae1:1eiring PtJBlie Utilil3,• shall 
state v.'fie!her it plans iR the R:ltuFe to propose that the sef\•iee area efthe eustemeFs 
eftho Ghaj'.lter 1€2A Utili~• being aequired should Be iRtegrated iflte an enisting 
Rate Di"t'isioa. 

The aequ.iriRg Publie Utility, in its neirl geaeml rate case, shall pro13os·e whether the 
sep., iee area of the eHstomefS aeEl',1ired fi:em the Ch0:J3ter IG2A Utility she1:1lEI Ba 
integFator:1 into Elfi euisting Rate Dh~sien ef the Publie Utility er sheHIB be 
established as a aew Rate Divisien. lf the t=eeemmeRElatieR is fer hHegratieR imo 
an enisting Rate Di¥isisn, the aeEIUiriag Pu8lie Utility sAail reoommeed ke•N the 
B:Fea is to Be iategrated, ieolueling a.ay neeessary !a:r-iffre'lisieH:S; and shall hiP,ro the 
btmten efprsef to demonsaate that sueh iRl:egratisn iS in the pub lie iRterest. If the 
Feeommeadatien is fer estaeiishmeRt of a new Rate DivisioR, the aequiring PuBiie 
Utility sl-lall inelHEie pt=epesed taFiffs er tariffre~•isions as part Ofi!s ,4.pplieatiea. 

(h:) R~gulator)' A13j'.11ieatiot1 Preeess fer Detel'fflinatien ef Fair Value ;md ef Rate Ba5e A 
Plihlie Utility A13131ieatieR feF Determinatioa of Fair Value El:fl6 Rate Ba:90 an9 Ap,prov-al of 
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TFansfer, filed uaderthese Rules, shall be signed and veriffeel. by the presideRt or designated offieer 
efthe acei.aiFi~ Publie Utility _anel shall e"eataia all efthe fello Niag: 

(I) 

(4) 

ffi 

00 

f2l. 

e1~J3hmatiee of the otijeel and JH!FfJOSes desired and of the f1U01ie i0terest sep•ed by 
the aeei.uisiliaa; 

eof!ies ef the BflpFa:isals or vaJuatioas perffiRRe8 by the thfee Utility Vahmtien 
Ei,peFts, efthe engi1-1em:ing assessment, an8 of the Asset P.Ufehase Ag£eement; 

astateme0t ofw:t;" deHeieneies identified by lhe engieeeriag assessmeet, ®d a five 
) ear plan fur pFt:1deet end neeessrn:y iafi:astraeffire impre~•ements; 

the prejeeted Fate impact fer the eustomeFS eftRe sellieg Ch8f)ter 182A Utility for 
the ee~ct H1. e yeaFS; 

a 13rsposed tafiff; 

any reeomme0dations fer Rate DivisieFI assigRmoat of the eustomeFS of the 
Cha19ter I G2A utilit)• being aeEj:UiFed; 

a map of the serYiee area for the system(s).being aequired; 

tfle tatal east af obl:aining the ,•aluatians, ineh:1ding the eStim.ated uah:rntion fees, 
engineering fees, and traHsaetion an8 elasing easts ine1:1rred by the aequiriag Publie 
Utilit); and 

' ' 

aH)' otfler inf-eFHut-tion reci1:1ired or rele•,•ant under G.S. 62 133.lA.(e). 

Ei) Final Order. If the Applieation meets the reEJuirements of G.S. €i2 133.lA.(o), lhe 
Cemmission's arder appro ;i0g or deeyiag the Applieal:ian must be issued within siit 
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months of the date of filiag afthe Applieation, in aeeordE!flee with G.S. €i2 133.lA.EcB. Ia an order 
approYiRg an Applieation, the Cemmission shall inolwde the felle•vinf;: 

(I) 

(2) 

('l) 

A detefff'liRation of the fuir ;-alue BHd the rate base ,aJue, inelHsi-.e of eosts 
delieeated in subseetien (:h)E8) of this rule, of the aequired utility property fer mte 
making p1:1:rposes; 

The Rate Divisien under v•hieh the esquired serviee afea shall be servc8; and 

Appro la:I of the nceessllf) tariffs or lmiffreYisions. 
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Disee•, eey. 

(I) 

(2) 

(J) 

All parties ta !he preeeeQing shall Be peFHlitted te ser,•e (b~ haRli delivery, faesimile 
or eleeko,iie tfo1i•,OQ) dat:a requests 1:1pBR the seUieg Chapter 102A Utility, the 
1nwehasing Pahlie Utility, the Pl:lblie Staff, any lnteFYeeer, the Lieeased 
PrafessiMal ERgiaeer, &Hdlor ene er mere of the Utility \laluatien Eq,eft(s); 

The rehl:FR date ee eaeh data re!l_1:test shall he ten 1:msieess days. Toe pai=l:y serwEI 
with diseever~,r shall have 1:1p to tea business days ta file ehjeeffeRs le !Re disee•;efY 
request BR aR item hy item Basis; anEI 

SHbjeet \e the. e.gr-eemeat ef1:he selliAg Ghaf!ter 162/,. UtiJity, tlw Puslie Staff shall 
fla;e r:wtherity te make site \'isits tot-he t1tilil-j• s:;stem. 

Ek) ErlideAtiai:y HeariRg. If Ele6ffled apj3Fe~Rale, the ·ceffimissiea may sehedWe the 
A13plieatieR for evideatiary Reca=iag aml reqt1ire lhe pir:efiling eftestimoay. 

(1) °'1stemer Notiee. The Gemmissioa shall require the selling Chapter 162A Utility te 
pF0•,.ide to eaeR of its eustomers, by bill insert er fifSt el ass ma:il, a Commission appFB ,ie0 
Custemer ~letice p1:trsl:fBflt tea Gem.mission J3reseFibed sehedule. 

Em~ IateF,•entiea. ,em,, e1:1stemer of the selliag Chaf)ter 162A Utili-ty,. er a perses h&Yiag a 
domoastrateEl real aRd tliteet iaterest in the sale of the water" aRdter wastewater system ~o ~a 
purehasiag Publie Ulility, may 13eeeme a party te·the Fair Value P1:1rehase ptooeeding by filing a 
petitioa pursuaat to Cemmissiea Rule RI 19, The Cemmission, in ea~h Fair Value P!:ir--ehase 
preeeefliflg, shaJl set the deadliae fur Hliag a petition to intef\ eae. 

fa~ Puhlie Interest. If the Cemmissioa fin6s f:hat tJ::ie tl'i•er&ge of~he appraisals ~~ill not result 
if.I a reasoAa.ble fair v?,luei, the Cemmission may adjust tho fair value as it Seems appreprfat_e aRd 
in the publie interest. The deeision sheuld be s~ported with 8-JJpropFiale aRd sufficient findin-gs 
aml eeHelusioas. 

(~ 13uFdeR ef Preef. The a~eiuiA0g Publie UtilHy shall ha•,•e tlie BuFdea of 13rnsf iH ~o 
P..pfllieatien f)fOeeediHg. W) (4) Tariffs. The CommiSsion will approve the establishment or a 
new tariff for the provision of wastewater service to customer in the. acquired service- territory, 
which shall also determine whether the acquired service territory will be treated as a separate 
Rate Division. 
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(h) Burden of Proo[-The. utility shall have the burden of proof regardiiig all aspects of the 
proceeding on an application filed pursuant to G.S. 62-133.1 A and this Rule, and for demonstrating 
that the acquisitiori'ofthe Local Government Utility is in the public interest. 
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fil__Payment of.Fees,for Public,StaffUtility Valuation Expert. The acquirini; Public Utility 
utility shall pay the fees of the Puhlie Staff Utility Valuation Expert 5hettlethat represents lhe 
Public Staff whether the Commission Elesy the Ap13lieatioaapproves the application, denies the 
application, or-she-HM-if the acquiring P1;1blie Utility\\ itl:u;IFaw the ApplieatieR application. 

€q) Bngi0eeFiRg Assessment' Rule. The Water anEi Wasi.ewater Fair ,.z_a_lue EegiReeriag 
Assessment Ii'oFm, S'e:y, er Pair ¥al1:1e I, will l=Je pre i iEled te 'ilie Lisensed PrefessioRal Bagiseer 
prior to eRgiaeeAag FEwievr, and shall ser.'e as the template for the engineer's assessffieet 
InfeffRatioR req1:H!Sted on this guiele shall e0ly be iaeh,1deel ifit is applieable and readily available. 

FORMFVI 
ESTABLISHED 12/2020 
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DOCKET NO. W-____ _ 

BEFORE TI-IE NORTH CAROLINA UTILITIES COMMISSION 
APPLICATION FOR DETERMINATION OF FAIR VALUE OF UTILITYASSETS 

PURSUANT TO N.C.G.S. § 62-133.IA 

INSTRUCTIONS 

If additional space is needed, supplementary sheets may be attached. If any section does not 
apply, write "not applicable". 

PURCHASER APPLICANT PUBLIC UTILITY 

I. Trade name used for utility business: _______________ _ 

2. Name of owner (if different from trade name): ____________ _ 

3. Business m~iling address: ___________________ _ 

City and state: ____________ Zip Code: ___ _ 

4. Business street address (if different from mailing address): ____ _ 

5. Business telephone number: __________________ _ 

6. Business email address:. ____________________ _ 

7. If corporation, list lhe following: 

President: ________ Vice President: _________ _ 

Secretary: ________ Treasurer: ___________ _ 
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Three (3) largest stockholders and percent of voting shares held by each: ____ _ 

8. If partnership, list the owners and percent 9f ownership held by each: _____ _ 

FORMFVI 
ESTABLISHED 12/2020 

SELLER LOCAL GOVERNMENT UTILITY 

APPENDIXE 
PAGE 2 of4 

1. Trade name used for utility business: _____________ _ 
2. Name of owner (if different from trade name): __________ _ 
3. Mailing address: __ ~------------------
4. Business telephone number: _________________ _ 
5. Business email address:. __________________ _ 
6. Fonn of Organization (municipality/county/authority or district established under 

Chapter 162A): 

REQUIRED-EXHIBITS 

The following-infonnation is required to.be.included in this Application, and should be attached 
hereto as exhibits numbered to correspond to this list: 

I. Copies of the valuations performed by the three separate appraisers, as provided in 
N.C.G.S. § 62-133.IA(b)(I). 

2. Any deficiencies identified by the engineering assessment-conducted·pursuant to N.C.G.S. 
§ 62-133.IA(b)(2) and a five-year plan for prudent and necessary infrastructure 
improvements b)' the acquiring entity. 

3. The projected rate impact for the selling entity's customers for the next five years. 
4. The averaging oft_he appraisers' vali.lations, which sha1I coristitute fair value for purposes 

ofN.C.G.S. § 62-133.IA. 
5. The assessment of tangible assets perfonned by a licensed profe_ssional engineer, as 

provided in N.C.G.S. § 62-l33.IA(b)(2). Utilize Commission Form FVI(a) as a template 
for the engineer's assessment, indicating if any of the requested infonnation is not 
applicable or not readily available. Additiona1 infonnation that is relevant to the application 
that is not listed on the Fonn FVI(a) should be included as an attachment or addendum to 
the engineer's assessment. 

6. The contract of sale or A~set Purchase Agreement, including exhibits showing that the 
Seller has ownership of all property necessary to operate the system being acquired. Any 
changes to thc,contr;tct of sale or Asset Purchase Agreement should be filed immediately 
with the Commission. 
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7. Enclose a copy of contracts or agreements, including all attachments, exhibits, and 
appendices, between the .seller and any other party {inunicipalities; towns, districts, 
customers, etc.) regarding -the. proposed ·utility services, including contracts regarding 
easements and rights of way, etc.'(lfnone, write "none"---~~-) 

8. The_ estimated valuation fees and transaction and closing costs incurred by the acquiring 
public utility. 

9. A rriap of the service·area for the system(s) beiilg acquired. 
10. Current number or water and sewer customers by· type of customer (residential, 

comtTlercial, etc.). 
11. A copy of the seller's:schedule of rates that are currently being-charged to-customers for 

the,provision of water and.sewer-service. 
12. A tariff, including rates equal .to the·rates of the selling utility. The selling utility's rates 

shall be the rates charged to the customers of the acquiring public utility until 

FORMFVI 
ESTABLISHED 12/2020 

APPENDIXE 
PAGE3of4 

the acquiring public utility's next general rate cas_e, unless otherwise _ordered by the 
Commission for.good cause·shpwn. 

ADDITIONAL REQUIREMENTS FOR.FILING OF APPLICATION 

In addition to the, other- information required to be included in· this application, the Purchaser
Applicant Public Utility must include:the testimony of the public utility's president or another 
person .employed by the public utility who is personally familiar with the contents of this 
application which provides a narrative explanation of the object. and. purposes desired by the 
application and how the pUblic.interest is served by the proposed acquisition. The person providing 
testimony in support of this appi!Cation shall· complete and sign the attached verification form 
before a Notary Public,, verifying that the.contents of this application are.true and accurate. 

VERIFICATION 

STATE Of _______ COUNTY OF ______ _ 

--~~~~--~~ personally appeared before me. this. day and, bf:ihg first duly sworn, 
says that the Tacts stated in the foregoing-application and any exhibits, documents, and statements 
thereto.attached are'tl'Ue as he or she believes. 

WITNESS my hand and !"}ot_arial seal, this ______ day of._.· ------~20_. 

My Commission Expires: 

Signature of Notary Public 

Name of Notary Public- Typed or Printed 
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The name of the.person who completes and signs this-verification.must be typed or printed by the 
notary in !;he space provided in the verification; The notary's name must be typed or pririted below 
the notary's seal. This original verification must be atf1_xed to the original application that is 
sitbmitted·to,the Commissiori. 

FORMFVI 
ESTABLISHED 12/2020 
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FILING INSTRUCTIONS 

Electronic filing·is available atwww.ncuc.net for application submittal or mail one (!).original 
application with required exhibits and original notarized verification form, plus three (3) 
a_dditional collated copies to: 

USPS Address: OR 

Chief Clerk's Office 
North Carolina Utilities Commission 
4325 Mail Service Center 
Raleigh, North Carolina 27699-4300 

Overnight Delivery at Street Address: 

Chief Clerk's:Office 
North Carolina Utilities Commission 
430 North Salisbury Street 
Raleigh, North Carolina 27603-5918 

Provide a self-addressed stamped envelope, plus an additional copy of the application, if a 
file-stamped copy i~ requested by the Applicant. 

FORMFVI 
ESTABL.ISHED 12/2020 

BEFOR)l THE NORTH CAROLINA UTILITIES COMMISSION 

FAIR VALUE ENGINEERING ASSESSMENT FORM 

INSTRUCTIONS 

APPENDIXF 
PAGE I of9 

If additional space is needed, supplementary sheets may'be attached. If any-section does not apply, 
write·"not applicable". Additional information that is relevant-to the application that is not listed 
on.this fonn should be included as an.attachment or addendum 

Note: This fonn is only to be.used in conjunction with Form FVl, Application for Determination 
of Fair Value of Utility Assets Pursuant.to G.S. 62-133.IA. 
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GENERAL ORDERS - WATER AND SEWER 

SELLER0LOCAL GOVERNMENT UTILITY 

I. Trade name used for utility business: _______________ _ 

2. Name of owner (if different from trade name): ____________ _ 

3. Description of the water system. _________________ _ 

4. County where located ____________________ _ 

5. Description of the sewer system _________________ _ 

6. County where located. ____________________ _ 

7. Number of current customers: water ______ sewer: _______ _ 

ENGINEER INFORMATION 

I. Name of Engineer Providing Utility Assessment:· ___________ _ 
2. Engineer-Background Information: 

License No. and Issuing Authority: ______________ _ 

Education:_~-~~-=~~~--~-~-~-~-~=-
Has Engineer been subject to Discipline by any State Licensing Authority (if yes, provide 

date and cause of discipline): __________________ _ 

3. Engineer's experierice with engineering design, planning, construction, renovations, 
replacements.and operations of water and wastewater utility systems: _____ _ 

FORMFVI 
ESTABLISHED 12/2020 
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G.ENERAL ORDERS - WATER AND SEWER 

ASSESSMENTOF TANGIBLE ASSETS OF SYSTEM TO BE ACQUIRED 

Water Utility System Information 

Distribution System Information 

I. Water Mains (Provide the following infonTJatiOn for each section of water mains): 

a. Year installed: ___________________ _ 

b. Pipe diameter: ___________________ _ 

c. Length of main: ___________________ _ 

d. Type of pipe material (i.e., asbestos cement, galvanized, PVC Class 160, PVC SOR 21, 
C-900, ductile iron, other): 

e. Copy of Department of Environmental.Quality (DEQ) approval for each section, if 
available: ______________________ _ 

f. Describe.the condition of the water distribution system valves: 

g. Describe condition of service lines, including materials: 

h. Describe the condition ofthi:: fire hydrants in each section: 

FORM FVI 
ESTABLISHED 12/2020 

2. Water Meters 

a. Type of meters (i.e., manual read, AMR, AMI, other): 

APPENDIXF 
PAGE3of9 

b. Average age of residential water meters: ___________ _ 
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GENERAL ORDERS -WATER AND SEWER 

3. Customer growth - number of customers added or lost during last 3 years in each of the 
following categories: 

a. Residential: _____________________ _ 

b. Commercial: _____________________ _ 

c. lndustrial: ______________________ _ 

d. Governmental, including schools: ______________ _ 

4~ Water Storage: 

a. Describe each water storage facility by type and capacity (i.e. hydropneumatic, 

ground storage, elevated storage, other): 

b. Provide the year each storage facility placed in service: 

c. Provide the most recent year each storage·facility was-recoated on interior and exterior: 

5. Water Production - Water Wells 

a. Provide number of water supply wells in service: 

FORM FYI 
ESTABLISHED 12/2020 

APPENDIXF 
PAGE4 of9 

b. For each water supply well in service provide the year first placed in service: 

c. Provide for each water supply well the original 24 hour well drawdown test, if available. 

d. Provide the original DEQ approval for each supply well. 

e. Provide the three most recent inorganic analySes for each well. 
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GENERAL ORDERS-WATER AND SEWER 

f. Provide the average gallons per minute pumped from each well for the most recenl 
24 months: 

g. Environmental Compliance: 

(i) Does any well exceed the EPA or State of North Carolina maximum contaminant 
level for a primary drinking water contaminant? 

(ii) If yes, please provide the three most recent analyses for that primary 
contaminant from that well. 

h. Provide a description of the installed treatment for each primary contamination MCL: 

i. Does the water system exceed the EPA action levels for lead and/or copper? 

j. Provide a summary of the condition of each well house, jncluding controls and valve 
banks and needed renovations. ____________ _ 

FORMFVI 
ESTABLISHED 12/2020 

APPENDIXF 
PAGES of9 

k. Describe the water treatment of each well, including filters and the need for replacements 
or renovations as necessary .. ____________ _ 

6. Surface Water Treatment Plant 

a. Year of original construction ________ _ 

b. Capacity of"originaJ plant" _________ _ 

c. Describe all treatment stages, including advanced treatment based on ultrafiltration 
technology, if applicable. _____________ _ 

d. Type of structure (i.e., steel, concrete, other) __________ _ 

e. History of Expansion 

(i) Year of each expansion, if any _______________ _ 

(ii) Additional capacity of each expansion ____________ _ 

(iii) Treatment stages of each expansion _________ _ 
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GENERAL ORDERS - WATER AND SEWER 

(iv )Type of structure of each expansion (i.e., steel, concrete, other) ____ _ 

f. Provide copies of DEQ construction permits for the original construction and all 
expansions, if any .. _________ _ 

g. Provide copy of the most recent DEQ permit. 

h. Provide copies of the two most recent DEQ inspection reports. 

i. Provide copies of all DEQ· issued Notices·of Violation·(NO:V) for the last five years, if 
any. ________ _ 

j. Provide copies of all the selling government entity's responses to each DEQ issued NOV 
the last five years, if any .. ________ _ 

k. Provide the monthly average gallons per day produced by the surface treatment plant for 
each of the last 36 months, ________ _ 

I. Provide the non-revenue water percentage for each of the last three years (water produced 
at the surface water treatment plant less \'later billed lo customers, divided the-water 
produced), ___________ _ 

FORM FYI 
ESTADLISHED 12/2020 

APPENDIX F 
PAGE 6 of9 

m. Describe in detail renovations and remediations, if any, performed by the selling 
government entity, the most recent ten years,_' ________ _ 

7. Water and General Upgrading and Renovations -Costs 

Provide the estimated cost of each water system upgrades/renovations necessary during the 
first five years, ________________ _ 

8. Violations- Water System 

a. Provide all water system NOVs received from DEQ the last five years. 

b. Provide all the selling government entity's written responses to the NOVs received the 
last five years. 
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GENERAL ORDERS - WATER AND SEWER 

Wastewater System 

Collection System 

1. For each s_ection of gravity Collection mainS proVide: 

a. Year installed. ______________ _ 

b. Pipe diameter ______________ _ 

c. Length of main. _______________ _ 

d. Type material·- i.e., clay pipe, steel pipe, concrete pipe, HOPE pipe, PVC Class 160, 
PVC SDR 21, C-900, ductile, iron, lined· ductile iron, other 

e. Copy ofDEQ construction pem1it for each section, if available. 

f. Number of manholes. __________________ _ 

g. Condition of manholes _________________ _ 

h. Service line materials _________________ _ 

i. Last time section camera evalu~ted _____________ _ 

FORM FYI 
ESTABLISHED )2/2020 

2. For each sec~ion of collection force mains, provide: 

APPENDIXF 
PAGE 7 of9 

a. Year installed. ____________________ _ 

b. Pipe diameter ____________________ _ 

c. Length ofmain~--------------------

d. Type material - i.e. PVC SDR 21, C-900, ductile iron, lined ductile iron, other 

e. Copy of DEQ construction pennit for each section, if available. 

3. Wastewater Lift-Stations - For each provide: 

a. Year installed. ____________________ _ 

b. Capacity ofinstallcd pumps. ________________ _ 

c. Pem1itted capacity of lift station~--------------
d. Co_ntrol system ____________________ _ 

e. Alarm System·-------------~-------
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GENE~L ORDERS -WAT.ER AND SEWER 

f. Description-of recent renovations, if any. ____________ _ 

g: Material of wet well __________________ _ 

h. Provide summary of the conditions.of each lift station 

4. W~tewater'Treatrrient Plant, Provide the following: 

a. Year oforigiiial construCtion. ________________ _ 

b. Capacity of"original plant" ________________ _ 

c. Type Treatment.~--------------------

d. Type,structure·i.e., ste~l,·concrete, other ____________ _ 

e. (i) Year of each· expansion,.,if any (ii)· Additional. capacity of each expansion (iii) 
Type treatment of each expansion (iv) Type, of structure each expansion i.e. 

FORMFVI 
ESTABLISHED 12/2020 

APPENDIXF 
PAGE!lof9 

steel, concrete, other ______________________ _ 

f. Provide .copies of DEQ construction pennits- for the originaJ 
expansioris, if any. 

g; Provide copy of.most recent NPDES· Pern:iit, if.applicable. 

consti:uction· and all 

h. If effluent land application, provide copy,of most-recent land application-permit. 

i,.,lf land·.application, provide the·permi~d capacity of the installed irrigation, syst_em or 
illfiltratioh system. 

j. Does the seller own •or have perpetuaJ· easements or leas~s for all of the effluent 
irrigation/infiltration areas. 

k. Ifan easement or lease, provide a-copy Of the recorded·document(s). 

I. Provide copies of the monthly DMRs (NPDES Permit) or NDMR (land application) for 
the most receiit'36-months. 

m: ·Provid~ copy of the m6st recent wastewater- treatment plant permit, including all 
required monitoring,parameters 

n. Provide copies of .the two most recent DEQ· inspection reports for the wastewater 
treatment plant. 
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GENERAL ORDERS -WA tER ~ND SEWER 

5. Wastewater, general infonnation 

a Provide copies of all DEQ iss_ued NOVs for-~e last five years, if any. 

b. Prqvide cop_i_es of aJI the selling g9vernfuent entity'S responses to each of the DEQ'issued 
NOV-theJast five years,.ifany. 

c. Provide the average.total gallons per .. day·sold to metered water _customers by the water 
utility provider for eaCh of the.last three years. 

d. Provide-the infiltration p~rcenta:ge for each,ofthe last.three:years (influent wastewater 
to wastewater treatment plant less metered water sold, ,divided·. by the metered water 
sold) ________________________ _ 

e. Describe,fo detail collection system infiltration remediation if any, perforiried by the 
selling-gove!Jlment_ entity the-mo,st_ recen~ te!). years ____________ _ 

FORMFVl(a) 
ESTABLISHED 12/2020 

APPENDIXF 
PAGE 253 of9 

f. PrQvide the monthly mµnber of wastewater customers the most recent ·36· rrionths: 

(iii)Industrial _______ ~-------------

(iv) G_overnmental,-_iQcluding schools, ______________ _ 
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FERRYBOATS - MISCELLANEOUS 

DOCKET NO. A-41, SUB 19 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

Jn the Matter of 
Application of Bald Head Island Transportation, ) 
Inc., to Implement Temporary Ferry Schedule ) 
and Policies and for Expedited Approval of ) 
Application ) 

) 

ORDER APPROVING 
MODIFIED FERRY SCHEDULE 
AND TEMPORARY PROCEDURES 
IN RESPONSE TO THE 
COVID-19 PANDEMIC 

BY THE COMMISSION: On March 19, 2020, in response to the current COVID-19 
pandemic the Commission issued un Order in Docket M-100, Sub 158 that directed: 

If, due to the current State of Emergency, a public utility finds it necessary to further 
deviate from its approved tariffs or Commission regulations, such as policies that 
wouid'impose a service continuity hardship or create an unnecessary risk of human 
contact, the public utility should file a request With the Commission for prior 
approval on an expedited basis. 

On March 25, 2020, Bald Head Island Transportation, Inc. (BHIT or Applicant), filed with 
the Commission an application seeking expedited approval of a Modified Ferry Schedule and 
temporary Emergency Procedures in anticipation of any applicable shelter-in-place order due to 
the COVID-19 pandemic. BHIT also asks that any modified schedule and policies be in place for 
the duration of such order. Specifically, DHIT states that its 

management wants to be prepared for any applicable "stay-at-home" order or the 
equivalent legal requirement by the State of North-Carolina, the City of Southport, 
the Village of Bald Head Island, or Drunswick·County (any of which is hereinafter 
referred to,as.an "applicable.Stay-at-Home Order") and· has undertaken substantial 
contingency planning to detennine the·appropriate course of action in response to 
any such order: 

DHIT states that it has consulted with "local and state government leadership and 
stakeholder leadership, health officials, the United States Coast Guard, the NCUC Public Staff, 
and DHIT's ferry captains and crews." Based upon those communications, and (1) in the exercise 
of its best judgment as to how best to prudently protect the health of passengers, captains, and 
crew; (2) in order to be able to comply with any applicable Stay-at-Home order; and (3) to ensure 
the continued operations of the ferry system consistent with United States Coast Guard, it proposes 
the following modified feny schedule and temporary. policies in response to an "applicable 
Stay-at-Home Order":· 

(l) That regular ferry service to and from .Bald Head lsla:nd be curtailed, and 
consist of a "Single Shift" ferry service departing on the hour, beginning at 
8:00 a.m., from Deep Point Tenninal on the mainland, and departing on the 
half hour beginning at 8:30 a.m., from Bald Head Island Tenninal, returning 
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(2) 

(3) 

(4) 

(5) 

(6) 

FERRYBOATS - MISCELLANEOUS 

to Deep Point. Final mainland departure from Deep Point Terminal will be 
5:00 p.m., and final Island departure from Bald Head Island TerminaJ·wilJ 
be 5:30 p.m.; 

That contactor ferry service to and from Bald Head Island continue to 
operate on its nonnnl schedule; 

That all'ferry vessels,departing.the _m~inlarid from Deep Point Terminal be 
limited to 25 passengers. plus. crew. All Jerry vessels depajting the island 
from Bald'Head Island Tenninal ·be limited,to 35 passengers plus crew; 

That in-bound passenger tram service (i.e., trams operating from Bald Head 
Island Tenninal to Island· destin~tions) be suspended. Out-boWld passenger 
tram service (i.e. trams operating from Island locations to Bald Head Island 
Tenninal) is to remain operatioiial subject to passengers securing a tram 
reservation; 

That contractor shuttle service:to·and from ·the Bald Head Island Tenninal 
continue to operate on its norrnai schedule; and -

That the lounge at Deep Poi_nt Tenninal be closed. 

BHIT also attaches as Appendix D to its application its proposed Modified ·Ferry Schedule 
to be posted nt the Deep Point and Bald Head Island· ferry tenninals and on the .Bald Head 
Island website. 

The Public Staff has reviewed -the proposed Emergency Policies and Modified 
Ferry Schedule and has no objection •to their approval for the duration of _any applicable 
Stay-At-Home Order. 

Dased on the foregoing and·the recommendation of the Public Staff, the Commission finds 
good cause to approve the proposed revisions to BtIIT's ferry schedules and proposed emergency 
policies contingent upon the implementation, and for the duration, of any applicable 
Stay-At-Home Order. 

IT IS, THEREFORE, ORDERED as follows: 

l. That the Modified Ferry Schedule and Emergency Procedures proposed by BHIT, 
and as set out above; be effective at the effective time and date of any applicable Stay-at-Home 
Order, last for the duration of any such Order, and expire·at'the expiration or tennination of any 
such order; 

2. That BHIT shall file with the Commission in the above-captioned docket notice 
when, and if, the Modified Ferry Schedule and_ ,Emergeh.cy Procedures become effective due to 
any applicable Stay-At-Home Order issuing, .and subsequent notice, if necessary, when the 
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FERRYBOATS - MISCELLANEOUS 

Modified Ferry Schedule and Emergency Procedures have expired due to the expiration or 
termination of.any such order; and 

3. That BHIT shalI provide notice of lhese changes by posting a copy" lhis Order and 
the Modified Ferry Schedule and Emergency Procedures at lhe Deep Point and Bald Head Island 
ferry tcnninals and on the Bald Head Island website. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 26th day of March, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 

DOCKET NO. A-41, SUB 19 

BEFORE THE NORTH CAROUNA UTILITIES COMMISSION 

In the Matter of 
Application of Bald Head Island 
Transportation, Inc., to Implement 
Temporafy Ferry Schedule and Policies and 
for Expedited Approval of Application 

ORDER APPROVING AMENDED 
TEMPORARY FERRY SCHEDULE 
AND POLICES IN RESPONSE TO 
THE COVID-19 PANDEMIC 

BY THE COMMISSION: On April 23, 2020, Bald Head Island Traosportation, Inc. (BHIT 
or Applicant), filed with the Commission a motion seeking expedited approval to amend the 
temporary Modified Ferry Schedule and Emergency Operating Procedures previously approved 
by the Commission in the above-captioned docket by order dated March 26, 2020, and that have 
been effective since March 31, 2020. BHIT also asks that-any modified schedule and policies be 
in place for the duration of any Stay-At-Home Order. Specifically, BHIT states: 

The Modified Ferry Schedule and Emcrg1mcy Operating Procedures were prepared 
by BHIT based upon contingency planning to detcnnine an appropriate course of 
action in anticipation of, but prior to, the issuance of any applicable Stay-at-Home 
Order. Bl-IIT pro-actively wanted to have the schedule and proc;edures approved 
prior to the issuance of an.applicable Stay-at-Home Order so it could act-quickly if 
and when such a "Stay-at-Home Order" was issued, and to be in compliance of 
such an order, rather than re-actively afler such an order was issued. 

In support of its motion, 131-llT states that (I) it has three full weeks of experience to 
evaluate how the schedule and procedures are functioning, its effect on personal and ferry 
operations, and its abil.ity to accommodate the transportation needs of ferry customers while still 
protecting public health and safety; and (2) warmer weather has resulted in more passengers 
willfully observing social distancing requirements by staying on the exterior areas of vessels and 
an increase of construction activity .on the island, deemed an "essential service" under all 
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applicable Stay-at-Home Orders. Based upon this experience, BHIT proposes the following 
amendments to the current Modified Ferry Schedule and Emergency Operating Procedures: 

A. For the Contractor Ferry: 

i. Increasing in-bound (to Bald Head Island from Deep Point Terminal) maximum 
total passenger limit to Bald Head Island from 25 to 35. (The out-bound maximum 
total passenger limit from Bald Head Island to Deep Point Terminal would remain 
at 35.) 

ii. Adding a 5:30 p.m. departure from Deep Point and a 6:00 p.m. departure from Bald 
Head Island. 

B. For the Regular Passenger Ferry: 

i. Increasing in-bound (to Bald Head Island from Deep Point Terminal) maximum 
total passenger limit to Bald Head Island from 25 to 35. (The out-bound maximum 
total passenger limit from Bald Head Island to Deep Point Terminal remains at 35.) 

ii. Adding a 7:00 a.m. departure from Deep Point and a 7:30 a.m. departure from Bald 
Head Island in the morning, and adding a 6:00 p.m. departure from Deep Point and 
a 6:30 p.m. departure from Bald Head Island in the evening. 

BHIT states that these changes will enable it to better meet the transportation- needs of its 
customers by reducing the potential of"bumped" passengers who cannot board a vessel and must 
then wait until the next departure, and still satisfy the social distancing spacing necessary to protect 
public health and safety. -

Lastly, BlllT states that the Public Staff has reviewed the proposed amendments and has 
no objection to their implementation. 

Based on the foregoing and the recommendation of the Public Staff, the Commission 
finds good cause to approve the proposed revisions to BHIT's temporary Modified Ferry ScP,cdule 
and Emergency Operating Procedures for the remaining duration of any applicable 
Stay-At-Home Order. 

IT IS, THEREFORE, ORDERED as follows: 

l. That the amendments to the Modified Ferry Schedule and Emergency Operating 
Procedures proposed by BlllT, and as set out above, be effective within 14 calendar days after the 
issuance of this Order, last for the duration of any applicable Stay-At-Home Order, and expire at 
the expiration or termination of any such Stay-At-Home Order; 

2. That BHIT shall file with the Commission in the above-captioned docket notice 
when, and if, the amendments to the Modified Ferry Schedule and Emergency Operating 
Procedures become effective, and subsequent notice when the Modified Ferry Schedule and 
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Emergency Operating Procedures have expired due to the expiration or tennination of any 
applicable Stay-At-Home Order; and 

3. That BHIT shall provide notice of these changes by posting a copy of this Order 
and the amended Modified Ferry Schedule and Emergency Operating Procedures at the Deep Point 
and Bald Head Island ferry tenninals and on the Bald Head Island website, send mass e-mails to 
island·property owners, and infonn passengers who call to make ferry reservations. 

ISSUED llY ORDER OF THE COMMISSION. 
This the 24th day of April, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Joann R. Snyder, Deputy Clerk 

DOCKET NO. A-41, SUB 19 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Bald Head Island 
Transportation, Inc., to Implement 
Temporary Ferry Schedule and Policies and 
for Expedited Approval of Application 

ORDER APPROVING AMENDED 
TEMPORARY FERRY SCHEDULE 
AND POLICIES IN RESPONSE TO 
THE COVID-19 PANDEMIC 

BY THE COMMISSION: On May 6, 2020, Bald Head Island Transportation, Inc. (BHIT 
or Applicant), filed with the Commission a second motion seeking expedited approval to amend 
the temporary Modified Feny Schedule and Emergency Operating Procedures· previously 
approved by the Commission by on.ler dated April 24,.'2020, and that have been effective since 
April 27, 2020. 

In support of its motion, BHIT states that (I) on May 28, 2020, Executive Order No. 138 
(EO 138) was issued by Governor Roy Cooper implementing Phase I which eases restrictions on 
travel, business operations, and mass gatherings; (2) there is need to accommodate increased 
ridership demands and·transpor1ation needs of its customers as restrictions on travel are eased by 
this and future Executive Orders, while still protecting public health and safety; (3) wanner 
weather has resulted in more passengers staying on the exterior areas of the vessels, as well as an 
increase in "essential construction activity" on the island; (4) there is increased demand from 
homeoWTiers who may have multiple residences and who are likely to travel to, and spend more 
time on Bald Head Island as the weather wanns, and as such BHIT anticipates that this increased 
ridership will accelerate in the coming weeks; and (5) BHIT has been able to successfully and 
smoothly implement ,the first amendments to the Modified Ferry Schedule and Emergency 
Operating Procedures approved by the Commission in its April 24, 2020 Order, and believes that 
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it can do the same for this.set of amendments, while still protecting public health and safety of 
its passengers. 

Based upon this ·experience, BHIT proposes the following amendments to the current 
Modified Ferry Schedule and Emergency Op~rating Procedures: 

A. For Both the Contractor Ferry and R~gular Passenger Ferry: 

i. Increasing the maximumnuritber.ofpasscngers per trip to 75. This iS half of the 
ISO-passenger capacity of' the vessels, which is consistent with EO 138, 
Sec. 3.B.L 

ii. Requiring an passengers to wear a "hands free" faciaJ mask/covering, as 
defined by EO 138, Sec. 1.3, at all times on passenger vessels and trams, as 
reccmmcnded by EO 138, Sec. 2.A.2. 

B. For the Regular Passenger Ferry: 

i. Adding-a 7:00 p.m. departure from Deep Point and a 7:30 p.m. departure from 
Bald Head Island in the evening to accommodate passengers who may be 
''bumped" and unable to ride earlier departures and those who are arriving later 
in the day to stay on.the island. 

ii. Re-commencing in-bound tram service from the Bald Head Island Ferry 
Tenninal-to·island destinations that were part of the pre-COVID-19 service but 
were previously suspended by the Modified Ferry Schedule and Emergency 
Operating Procedures approved by the Commission. 

BHIT states that these changes are needed· and constitute.an appropriate balance between 
meeting customer transportation demand and protecting.public health and safety. 

Lastly, the Publi<:: Staff has reviewed BIIlT's second motion and the proposed amendments 
and does not oppose their implementation. 

Based on the foregoing, and the position of the Public Staff, the Commission finds good 
cause to approve the proposed reviSions to BijIT's .temporary Modified Ferry Schedule and 
Emergency Operating Procedures. 

IT IS, THEREFORE, ORDERED as follows: 

I. That the Modified Ferry Schedule and Emergency Operating ProCe~_ures proposed 
by BHIT, and as set out above, be effective within 14 calendar days a Iler the issuance of this Order, 
last for the duration of any applicaole Stay-At-Home Order; and expire at the expiration or 
tennination ofany such Stay-At-Home Order; 
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2. That BHIT shall file wilh the Commission in the above-captioned docket notice 
when, and if, these amendments to the Modified Ferry Schedule and Emergency Operating 
Procedures become effective, and subsequent. notice when the Modified Ferry Schedule and 
Emergency Operating Procedures have expired due to the expiration or termination of any 
applicable Stay-At-Home Order; and 

3. That BHIT shall provide notice of these changes by posting a copy of this Order 
and the second· amended Modified Ferry Schedule and Emergency Operating Procedures at the 
Deep Point and Bald Head Island ferry terminals and on the Bald Head Island website, send mass 
e-mails to island property owners, and inform passengers who call to make ferry reservations. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 8th day of May, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

DOCKET NO. A-41, SUB 19 

BEFORETHE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Bald Head Island 
Transportation, Inc., to Implement 
Temporary Ferry Schedule and Policies and 
for Expedited Approval of Application 

ORDER REVERTING TO REGULAR 
FERRY SCHEDULES llUT 
MAINTAINING EMERGENCY 
OPERA TING PROCEDURES 

BY THE COMMISSION: On May 22, 2020, Bald Head Island Transportation, Inc. (BHIT 
or Applicant), filed with the Commission a Motion seeking expedited approval to rescind the 
temporary modincd ferry schedules (Modified Ferry -Schedllles) and to revert to the regular 
summer schedules for feriy operations as previously approved by the Commission in Docket No. 
A-41, Sub 18 (Regular Ferry Schedules), but to maintain emergency operating procedures 
(Emergency Operating Procedures) limiting the maximum passengers per trip and requiring face 
covering, as previously approved in the above-captioned docket by Order dated May 8, 2020, and 
that have been effective for the regular passenger ferry since Saturday, May. 9, and for the 
contractor ferry since Monday, May 11. 

In support of its motion, BHIT states that: (1) Governor Roy Cooper issued Executive 
Order No. 141 (EOl41), casing restrictions on travel, business operations, and mass gatherings 
during Phase 2; (2) EO141 maintains certain provisions of the previously issued Executive 
Order 138 but does allow the opening of beaches and designated businesses with restrictions; 
(3) EOl41 talces effect at 5:00 pm on Friday, May 22, 2020; and (4) BHIT has been able to 
successfully and smoothly implement the Emergency Operating Procedures approved by the 
Commission in its May 8, 2020 Order. In light of EO141, BHIT moves to rescind the Modilied 

260 



FERRYBOATS - MISCELLANEOUS 

Ferry Schedule and revert to the previously approved Regular Ferry Schedules, labelled and 
attached as Appendix B3 for Contractor Ferry Services, and Appendix C3 for Passenger Ferry and 
Tram Services. 

BHIT also proposes maintaining the Emergency Operating Procedures for both the 
Contractor Ferry and Passenger Ferry and Tram Operations as follows: 

A. Maintaining the maximum number of passengers per trip at 75. This number 
is fifty percent (50%) of the 150-passcnger capacity of the vessels, 
consistent with EO141, Sec. 6.D.l; and 

B. Requiring all passengers to wear a "hands free" facial mask/covering that is 
consistent with the definition of"Face·Covcring" in EO141, Sec. 1.4, at all 
times on passenger vessels and on all trams, consistent with EO 141, 
Sec. 3.B.2 ("inside all public settings ... and outdoors when you cannot 
maintain at least-six (6) feet distancing"). 

BHIT believes that these measures _are needed and constitute an appropriate balance between 
meeting customer transportation demand and protecting public health and safety. 

BHIT further asks that these measures be maintained until the earliest of (1) a further 
amendment, modification, or rescission by order of the Commission or·(2) the expira_tion of the 
last applicable Executive Order by the State of North Carolina, Brunswick County, City of 
Southport, or Village of Bald Head Island pertaining to restrictions on travel, business operations, 
or mass gatherings.arising from the COVID-19 pandemic. 

According to BHIT the Public Staff has reviewed BHIT's motion and proposed changes 
and does not oppose their implementation. 

Based on.the foregoing, and the position of the Public Staff, the Commission finds good 
cause to rescind the previously Modified Ferry Schedule and revert to the Regular Ferry Schedules 
as previously approvcd· by·the Commission "in Docket No. A-41, Sub 18. The Commission also 
finds good cause to maintain the Emergency Operating Procedures limiting maximum passengers 
per trip and requiring face covering,_as previously set_ out by.the May 8, 2020 Order in the above
captioned docket, until further.order by·the.Commission. 

IT IS, THEREFORE, ORDERED as follows: 

1. That the previously approved Modified Ferry Schedules be rescinded and revert to 
the Regular Ferry Schedules as previously approved by the Commission in Docket No. A-41, 
Sub 18, as proposed by BHIT and attached to its motion as Appendices B3 and C3, and be effective 
within 48 hours after the issuance of this Order; 

2. That the Emergency Operating Procedures appI'oved by the Commission's May 8, 
2020 Order, and as set out above, be maintained until further order by the Commission; 
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3. That BHIT shall file with the Commission in the above-captioned docket notice 
when, and if, the Modified Feny Schedule is rescinded and the Regular Ferry SchedLiles become 
effective; and 

4. That BHIT shall provide notice of these changes by posting a copy of this Order 
and the Regular Ferry Schedules and Emergency Operating Procedures at the Deep Point and Bald 
Head Island ferry terminals and on the Bald Head Island website, send mass e-mails to island 
property owners, and inform passengers who call to make ferry reservations. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 22nd day of May, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
A. Shonta Dunston, Deputy Clerk 

DOCKET NO. A-41, SUB 19 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Bald Head Island 
Transportation, Inc., to Implement 
Temporary Ferry Schedule and Policies and 
for Expedited Approval of Application 

ORDER ALLOWING SECOND 
MOTION TO MODIFY FERRY 
VESSEL CAPACITY LIMIT TO I 00 

BY THE COMMISSION: On September 15, 2020, Bald Head Island Transportation, Inc. 
(BHIT or Applicant), filed with the Commission a Motion seeking expedited approva1 to modify 
the ferry vessel capacity limit to allow a maximum of 100 passengers per voyage instead of the 
maximum of 75 passengers as previously approved by the Commission l>y Order dated May 8, 
2020 in the above-captioned docket but also seeking to maintain emergency operating procedures 
(Emergency Operating Procedures) as previously approved, and· that have been effective for the 
regular passenger ferry since Saturday, May 9, and for the contractor ferry since Monday, May 11. 

On September 4, 2020, Governor Roy Cooper issued Executive Order No. 163. (EO 163). 
EO 163 provided that slowing and controlling community spread ofCOVID-19 remains critical to 
ensuring that the state's healthcare facilities remain able to accommodate those .who require 
medical assistance. EO 163 also continued to urge all people in North Carolina,to follow social 
distancing recommendations, including that everyone wear a cloth face covering, wait six feet 
apart and avoid close contact, aild wash hands oflcn or use.hand sani~izer, and also required safety 
measures in certain business settings, limited mass gatherings, and closed certain types of 
businesses and operations. EO 163 recognized in part that 

262 



FERRYBOATS- MISCELLANEOUS 

there has been stabilization in several of North Carolina's key metrics, as 
emergency department visits for COVID-19 illnesses continue to decline, daily 
case counts are stable, the percent ofCOVID-10 tests that are positive are stable, 
and hospitalization continue to decline .... 

while also recognizing "that stabilization has been fragile, necessitating that the state 
remain vigilant to prevent a surge in cases and exercise caution in loosening restrictions in 
high-risk settings .... " 

EO 163 also recognized several reasons supporting 11 "Need for a Phased, 'Dimmer Switch' 
Approach to Loosening Restrictions." As a result, among other things, EO 163 loosened some 
restrictions and increased the. number of persons allowed to gather under certain circumstances. 
For example, EQ, 163 increased the number of persons pennitted to convene in mass gatherings 
from the previously imposed limitation of 10 persons indoors and 25 persons outdoors to 
25 persons indoors and 50 persons outdoors at the same time. Dut EO 163 ·also maintained 
numerous restrictions previously put in place, including a cap on the maximum number of guests 
allowed in various locations by way of the lesser produced by three different metrics, including in 
some instances 50% of stated capacity. 

On September 23, 2020, the Commission issued an Order Denying Motion to Modify Feny 
Capacity Limit, based in part upon EO 163 and the reasons set forth therein, as well as the 
insufficient showing of need set forth in BHIT's motion. The Order also emphasized that the 
requirements set by the Governor's Executive Order No. 141, and as amended by Executive Orders 
Nos. 147 and 163, remain in place. 

On September 30, 2020, Governor Roy Cooper issued Executive Order No. 169 (EO 169) 
or "Phase 3". EO 169 maintained many of the restrictions previously put in place, and again 
provided that slowing and controlling community spread ofCOVID-19 remains critical. EO 169 
also recognized in part that "there have been recent modest dcclihes, compared to July levels, in 
the percent of emergency department visits [and hospituliz.ations] that [are 
COVID-19-associated]" and that these various metrics "have shown stabiliz.ation, but remain 
elevated," EO 169 provided several reasons supporting North Carolina's continued "Need for a 
Phased, 'Dimmer Switch' Approach-to Loosening Restrictions." And, as a result of the trends, it 
lifted previous restrictions on several entertainment venues, for example, amusement parks, bars, 
arenas, movie theaters, et al., and in some instances allowed for up to I 00 persons to gather in 
certain indoor and outdoor areas. 

On-October 5, 2020, DHIT filed with the Commission a Second Motion to Modify Feny 
Vessel ·Capacity Limit to 100 and Otherwise Maintain Operating Policies in Response to 
COVID-19. In support, BHIT stated that: 

(I) pursuant to the May 8 Order, BHIT has been limiting the number of passengers per 
feny voyage to a maximum of75 passengers, and at the detennination of the captain, even 
less throughout inclement weather; 
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(2) there arc no locally imposed restrictions on short-tenn rentals or on maintenance 
and construction activities on the island; 

(3) the number of persons on Bald Head Island will be much greater than any fall 
season in the history of the island. DHIT bases this prediction on several factors including 
that homeowners, visitors and their children work and attend school remotely; ridership for 
September 2020 was 24% more than ridership in September 2019; and rcaltors on-the 
island report that rental occupancy for Columbus Day weekend is at or close to I 00%; 

( 4) increasing the amount of passengers to 100 will reduce the amount of passengers 
that are ·bumped from their original scheduled trip to the next scheduled trip. BHIT 
estimates that wait times for "bumped passengers" can range from one to two hours during 
the weekdays and up to three of four hours on the weekends; 

(5) BHIT has been able to successfully and smoothly implement the Emergency 
Operating Procedures approved by the Commission in its May 8, 2020 Order - including 
the requirement of face coverings by all passengers, spatial distancing, and readily 
available hand sanitizing stations - and wifl continue to follow them. According to BHIT, 
as of the date of filing, no BHIT employee has contracted COVID-19 and there have been 
no cases of infection traced:to contact on the ferry; and 

(6) Governor Roy Cooper issued EO 169 which increased the number of persons 
allowed to gather under certain circumstances. Specifically, citing Executive Order 169, 
section 3.8, BHIT stated lhat EO 169 allows capacity at 100 persons in a number of venues, 
including movie theaters, meeting spaces, bingo parlors, ct al., and argued that if these 
venues are allowed to accommodate up to 100 persons (plus workers and support staff), 
then an essential transportation service should also be allowed lo accommodate up to 
100 passengers per vessel. 

BHIT believes that its request to increase the vessel capacity from 75 to 100 will 
substantially reduce the number of bumped passengers this fall and constitute an appropriate 
balance-between meeting customer transportation demand-and protecting public health and sa.fety 
consistent with EO 169. BHIT further asks that this maximum passenger capacity limit be 
maintained until the earliest" of (1) a further amendment, modification, ,or rescission by order 
of the Commission or (2) the expiration of lhe last applicable Executive Order by the State 
of North Carolina, Brunswick County, City of Southport, or Village of Bald Head Island pertaining 
to restrictions on travel, business operations, or mass gatherings arising from the 
COVID-19 pandcm ic, 

BHIT also noted the Commission's September 23, 2020 Order denying a requested 
increase to 100 passengers, and further noted that its final sentence "encourage[d] BHIT to 
continuaJly assess its reasons for requesting an increase in vessel capacity and to seek appropriate 
action as circumstances change." In response, BHIT stated that it has assessed the demand for its 
services and the available resources to meet that demand continually - each and every day - and 
believed that circumstances have changed with the announced changes in Phase 3, and EO l69's 
allowing gatherings of 100 persons in many venues. BHIT emphasized that it has investigated 
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alternative steps to alleviate the wait times and congestion, and options to its ticket and boarding 
procedures . .SHIT has, however, concluded that they either are not, in fact, feasible or that the very 
real costs of each-in terms ofinefficiency, opportunities for gaming the system, and/or potentially 
inequitable and discriminatory treatment of,passengers - outweigh their hypothetical benefits. 
BHIT also welcomed the opportunity to virtually make a presentation to the Commission of the 
same. BHIT also emphasized its concern for public health and safety and stated that it would not 
request a change in policy it feels would place health and safety at risk. 

According to BHIT the Public Staff has reviewed BHIT's motion and docs not oppose its 
implementation. 

On October 5 and 6, 2020, the Commission received numerous consumer statements of 
position, either opposing or supporting BHIT's motion, including one from the Mayor of Bald 
Head Island. 

Based on the foregoing, and the position of the Public Staff, the Commission finds good 
cause to modify the Emergency Operating ·Procedures limiting maximum .passengers per trip, as 
previously set out by the May 8, 2020-Order and as continued by Orders dated May 22, 2020, 
June 26, 2020, and September 23, 2020, to allow for a maximum of 100 passengers (plus crew) 
per ferry voyage. The Commission also finds good cause to maintain these modified Emergency 
Operating Procedures until further order by the Commission. The Commission recognizes the 
guidance set out in EO 169 emphasizing the need for a phased.approach to loosening restrictions. 
The Commission continues to emphasize that the requirements set by the-Governor's_ Executive 
Order No. 141, and as amended by Executive Orders Nos. 147, 163, and 169, remain in place. 
Accordingly, BHIT must maintain.all Emergency Ope111,ting Procedures and necessary _controls to 
allow for appropriate social distancing, dutifully and consistently within the spirit and intent of 
these executive orders, both while passengers wait at tenninals and also while they are in transit 
aboard ferries. 

IT IS, THEREFORE, ORDERED as follows: 

1. That the Commission's Emergency-Operating Procedures be modified to allow for 
a maximum vessel capaeity limit of 100 passengers per voyage, while maintaining the additional 
Emergency Operating Procedures as previously approved in the.Commission's May 8, 2020 Order, 
and be effective within 36 hours after the issuance of this Order; 

2. That these modified Emergency Operating Procedures be maintained until further 
order by the Commission; 

3. That upon any change ofcircwnstanccs brought to the attention ofBHIT regarding 
whether any BHIT employee has contracted COVID-19 or any case of infection can be traced to 
contact on the ferry, BHIT shall report the same to the Commission as soon as practicable; 

4; That BHIT shall file with the Commission in the above-captioned docket notice 
when the new maximum vessel capacity limit becomes effective; and 
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5. That BRIT shall provide notice of this change by posting·a copy of this.Order at 
the Deep Point and Bald Head Island ferry tenninals and on the Bald Head Island website, send 
mass e-mails to island property owners, and infonn passengers.who call to make ferry reservations. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 9th day ofOclober, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

Commissioners Lyons Gray and Daniel G. Clodfelter dissent. 

DOCKET NO. A-41, SUB l'I 

Commissioner Daniel G. Clodfclter,,disscnting: 

I would deny what is in essence BHIT's motion for reconsideration ofthe,Commission's 
September 23, '2020 Order. J3HIT offers no new or changed circumstances or considerations 
warranting reversal of that order. Movant's invocation of Executive Order No. 169 (EO 169), 
issued by the Governor on September 30, 2020, is unavailing, and lhe motion papers misstate what 
the Executive-Order actually says. Because the Commission should be guided in large part by the 
restrictions imposed therein, I respectfully dissent. ... 

EO 169 maintained many of the restrictions on meetings.and gatherings put in place by 
earlier executive orders. lt again provided that slowing and controlling community spread of 
COVID-19 remains critical. EO ·169 not Only maintained many of the restrictions placed upon 
certain business and social settings but recognized that in spite of "recent modest declines" an_d 
some evidence of stabilization, "COVID-19 daily case counts and associated hospitalizations are 
[nevertheless] above their levels on May 20, 2020, when the state announced Phase Two of 
COVID-19 restrictions and reop~ning." In continuing to support a "Need for a-Phased, 'Dimmer 
Switch' Approach to Loosening Restrictions," EO 169 emphasized that the stabilization of North 
Carolina's key metrics is fragile, and lhus .gave several reasons for "necessitating that the state 
exercise caution in loosening restrictions (particularly in high-risk settings)." 

Admittedly, EO 169· lifted certain restrictions on several entertainment venues, for 
example, -amusement parks, bars, arenas, movie theaters, et al. In doing so, however, EO 169 
imposed several restrictions upon these businesses, including, among other things, face covering 
requirements, measures to ensure that people remain socially distanced, and cleaning 
requirements. It also imposed upon these businesses certain ,capacity limitations, including that 
guests in indoor or outdoor areas-must be limited,to the lesser of 

266 



FERRYBOATS - MISCELLANEOUS 

100 people for the total area or room; 
30% of the facility's or area's stated capacity; or 
no more than 7 guests·for every 1000 square feet of the area's square footage. 

EO 169 also did not Change EO l63's.prohibition on ''Mass Gatherings" of more than 25 people 
indoors or more than 50 people ·outdoors at the same· time in a sirigle confined indoor or 
outdoor space. 

BHIT's misreading-of the Executive Order is not.a proper ground for granting its motion. 
And because BHIT has not shown that its request - to modify the ferry vessel capacity limit .to 
allow a maximum of 100 passengers - meets the lesser of the above metrics, I would deny 
BHIT'~ motion. 

Commissioner Lyons·Gray joins in this dissent. 
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DOCKET NO. E,2, SUB 1224 
DOCKET NO. E-7, SUB 1233 
DOCKET NO. GC9, SUB 763 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Joint Petition of Duke Energy Progress, LLC, 
Duke Energy Carolinas, LLC, and Piedmont 
Natural Gas Company; Inc., for an Accounting 
Order Relate~ to Settleinent Accounting of 
Pension Expenses 

ORDER APPROVING 
DEFERRAL ACCOUNTING 
WITH CONDITIONS 

BY THE COMMISSION: On January 17, 2020, Duke Energy Progress, LLC, Duke 
Energy Carolinas, LLC, and Piedmont Natural Gas Company, Inc. (collectively Petitioners), filed 
a Joint Petition for an Accounting Order (Petition) in the above- captioned dockets: In summary, 
Petitioners requested -that the ·commission· issue an accounting order .authorizing-them to record 
certain .pension plan settlement accounting. impacts in regulatory asset or regulatory liability 
accounts, and to amortize those assets or liabilities in the same manner that:theywould have been 
amortized had the settlement accounting not occurred. Petitioners stated that this would not involve 
a change to ariy of Petitioners' retail rates ·or prices, and would not require any _change in .a 
commission rule, regulation, or policy: According to Petitioners, the accounting treatment that 
they·seek is Consistent with the amounts lha_t are already included in Customers' current rates and, 
the amount that would have been expensed but for the pension plan settlements. Further, 
Pelitioners·stated that the.requested change simply allows Petitioners' to align the expense_s W~th 
the revenues that are being collected from customers. ln·addition,.they·stated that the.right of any 
party to-address the.prudency of Petitioners'·pension costs In a future general rate case would not
be prejudiced by the requested accounting treatment 

Petitioners explained that they maintain a regulatory asset cir- regtilatory liability·ori their 
books associated with pension cos~ tliat inc]udes actuarial l(!sses or-gains. The losses or gains 
are created when'the pension plans' actual experience differs from assumed experience. In-2006, 
the Financial Accountirig Standards·. Board issued Financial Accotinting Standard (FAS) 158. 
Petitioners stated that FAS i58 requires that they record_ their actuarial. losses or gains in an 
accountentitled Accumulated Other Comprehensive Income, and that by Order issued.in Docket 
Nos. E-100, Sub 112 and G-9, Sub 545.(FAS. 158 Order), the Commission granted their request 
to ~ allowed to ,defer ·the impacts· of FAS 158 by recotding. the actuarial losses or gains as 
regu_latory ~sets or liabilities. 

Petitioners explained that.generally accepted accounting principles iri pension accounting 
includes a provision that can trigger an-accele_ration of the.expensing of actuarial losses or gains if 
the lump sum benefit payments from a perision-plarl.in a year exceed a certain threshold amount. 
This threshold amount is based on each Petitioner's annual pension plan servic~ cost and interest 
cost. The acceleration,ofthe expense_is referred.to as settlement accounting. Petitioners stated that 
in'2018 they reduced their number Of employees, arld that many of those employees chose to take. 
lump sum J)ayments from,the pension plan in 2019. As a result, it was detennined in the-:second 

268 



ELECTRIC - ACCOUNTING 

quarter of2019 _that lump swn paymen1? probably Would exceed the threshold-amount. Thus, in 
the second quarter of2019 Petitioners triggered the settlement accounting provision and booked 
settlement accounting entries in the second, third and fourth quarters of 2019. The settlement 
amounts-are approximately as follows: 

Settlement Charges 
Q2 Q3 Q4 YTD 

DEC $43M $6M $4M $53M 
DEP $16M $3M $1 M $20M 
Piedmont $3M $3M $2M $8M 

Petitioners ·stated that in order to continue to, match the pension plan expenses with the 
amounts incli..tded in customer rates, they are requesting approvaJ to record the expense related-to 
actuarial losses or gains in the same way they would have been expensed absent the 2019 
settlement accounting, and to record the difference to regulatory asset or regulatory liability 
accounts. Petitioners stated that this is similar to the relief gm.rited by the Commission in the 
FAS 158 Order. 

In conclusion, Petitioners stated that.they anticipate future·settlement accounting amounts 
because they have closed their pension plans to new employees, which means that the threshold 
amounts for triggering the·settlemcnt accounting will continue.to.decrease. Petitioners stated that 
they will submit a separate petition or petitions for the requested accounting treatment for future 
settlement events. Finally, they Stated that absent the requested relier they will be required to 
recognize expense or income impacts to their financial statements that are lumpy and irrational 
and are not aligned with current customer rates. 

On January 27, 2020, the Commission issued an Order allowing interested parties to 
intervene in this proceeding, and .requesting comments and reply comments on Petitioners• 
proposal. 

On March 11, 2020, the Public Staff filed initial comments. In summary, the Public ~taff 
stated that it reviewed the two-prong test typically applied· by the C0mmission for assessing cost 
deferral requests and conc.Juded that there are situations in which, deferraJ may be justiiied even 
though the costs involved would.not otherwise meet the-requirements of the two-prong test. The 
Public Staff cited as such an·exrunple the deferral and amortization in a manner that is consistent 
with the way rates are nom1aJly set by the Commission. The Public Staff opined that aJthough the 
size of the costs may be a factor in such a situation, it may not be a primary factor. 

The Public Staff stated that it believes that Petitioners• deferral request is justified in this 
case of pension settlement costs because the deferral of the pension settlement costs is consistent 
with how actuarial gains and losses have been treated in past general rate cases, and how they are 
proposed to be treated in DEC's and DEP'S currently pending rate cases in Docket Nos. E~7, 
Sub 1214 and E-2, Sub 1219, respectively.•ln addition, the-Public Staff stated that it agrees with 
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Petitioners' commitment to submit separate petitions foI' deferral requests related to future pension 
settlement events. 

The Public Staff recommended that the Commission approve the deferra1 accolJJ!ling 
treatment r~uested by Petitioners for lhe 2019 triggered pension settlement accounting entries 
With the follbwing._conditions: (I) that for North Carolina retail regulatory,accounting purposes 
Petitioners record'the income statement and rate base effects or the·deferral of the 2019 triggered 
pension settlement and the amortiz.ation or S.Ud deferred costs in a manner consistent with the way 
that the .settlement costs would, have been amortiz.ed for North Carolina retail regulatory 
accounting. purposes had-·no triggering ofan acceleration .of the. recognition of expenses urlder 
GAAP occurred; (2) that such deferrals be recorded' consistent with the Commission's orders in 
Docket Nos. E-100, Sub 112 and G-9, Sub 545; (3) that approval of this accounting procedure be 
made,without prejudice to the right of any party to.take issue with,the amount oFor the ratemak.ing 

• treatment accorded _these costs in any future regulatory proceeding; and (4) that the" Commission's 
decision on deferral and amortization of the 2019 triggered pe_nsion.settl~mel].t accounting entries 
be effective for the impacts oflhe 2019 event only, and not be relied.on·as precedent for•future 
equivalent or similar deferrals without prior Commission_ approvaL 

O1:r March- 18,_ 2020, Petitioners filed a letter stating that they have no objection _to the 
Public Staff's recommendations. 

Based on the foregoing and_ the record, the Commission finds good cause to· approve 
Petitioners' requested deferral accounting treatment for the 2019 triggered pension- settlement 
accounting entries subject to the conditions recommended' by the Public ·Staff, as_ enumerated in 
the body of this Order. 

IT IS, THEREFORE, SO ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This the !st day of May, 2020. 

•' ,_ . ', .. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 
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DOCKET NO. E,-2, SUB 931 
DOCKET NO. E-7, SUB 1032 

BEFORE TIIB NORTH CAROLINA UTILITIES COMMISSION 

DOCKET NO. E-2, SUB 931 

In the Matter of 
Application of Duke Energy Progress, LLC, 
for Approval·.ofDemand~Side.Management. 
and Energy Efficiency Cost Recovery Rider 
Pursuant to N.C.G.S. § 62-133.9 and 
Commission Rule R8-69 

DOCKET NO. E-7, SUB 1032 

) 
) 
} 
) 
) 
) 
.) 
) 
) 
) 
) 

In the Malter of ) 
Application of Duke Energy Carolinas, ) 
LLC, for Approval of New Cost Recovery ) 
Mechanism and Portfolio of Demand-Side ) 
Management and- Energy .Efficiency Programs ) 

ORDER APPROVING REVISIONS 
TO DEMAND-SIDE MANAGEMENT 
AND ENERGY EFFICJENCYCOST 
RECOVERY MECHANISMS 

BY THE COMMISSION: On January 20, 2015~ the· Commission issued an Order 
Approving Revised Cost Recovery Mechanism and Granting Waivers (DEP Mechanism Order), 
in Docket No. E-2, Sub 931 (Sub 931). The DEP Mechanism Order approved changes to the 
demand-side management and energy efficiency (DSM/EE) mechanism by which D1,1ke Energy 
Progress, LLC (DEP) recovers its DSM/EE costs and incentives (DEP Mechanism). In Ordering 
Paragraph No. 7, the·Commission directed 

That the Public· Staff sli.all initiate a formal review of the.Company's Mechanism 
not later than February 1, 2019, unless requested to do so earlier by the 
Commission, the Company; or another interested party. The Public Staff's review 
should specifically address whether th~ ·incentiVes- in the Commission-approved 
Mechanism are producing significant DSM and EE results; whether the customer 
rate impacts from the DSM/EE rider are reasonable and appropriate; .whether 
overall portfolio performance targets should be adopted; and any other relevani 
issues that may be identified during the review process. 

DEP Mechanism Order, at 7. 

On August 23, 2017, in Docket No. E-7, Sub 1032 (Sub 1032), the Commission issued an 
Order Approving DSM/EE Rider, Revising DSlvl/EE Mechanism, and Requiring Filing of 
Proposed Customer Not_ice. The Order, among other things; revised the DSM/EE mechanism by 
which Duke Energy Carolinas, LLC (DEC) recovers its DSlvl/EE costs and incentives (DEC 
Mechanism),.effectiveJanuary t', 2018. 
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On Febtuary 1, 2019, the Public-Staff filed a_Motionto Establish Com·ment Cycle 
in Subs931 and 1032. In summary, the Public.Staff recommended that.the Commission 
initiate a review of the DEP and DEC Mechanisms in a joint proceeding, with initial 
comments due in 120 days and reply comments due 30 days·thereafter. In addition, the 
Public Staff recommended that the parties address·the topics specified· by the Commission 
in Ordering Paragraph No. 7:ofthe DEP Mechanism'Ordcr, as well as other relevant issues. 
Further, the Publi~ Staff recommended that.if parties have suggested-changes to the DEP 
Mechanism that those chariges be presented by filing a redlined Version of the DEP 
Mechanism filed as Maness Exhibit-I on September 4~ 2018, in Docket No. E-2, Sub I 174, 
and a red lined version of the DEC Mechanism filed as Maness Exhibit II on May 22, 2018, 
in Docket No. E-7~ Sub 1164. 

On.Fe'brua.ry 6, 2019, the Commission issued an order requesting comments,and reply 
comments addressing possible changes to the DEP and DEC Mechanisms .• The order required that 
initiaJ comments be filed by June 7,.2019, and that reply comments be filed.by July 10, 2019. 
Further, the order·specified that the parties! comments and reply. comments should address the 
topics identified_ in the DEP Mechanism ·Order, as well as any·other relevant issues. After the 
Commission granted the parties an extension oftim~, on July 10, 2019, initial comments were filed 
by the Public Staff and the North Carolina Attorney General's Office (AGO). :In ··addition, initial 
comments were 'filed jointly by Natural Resources,Defense Council (NRDC), Southern Alliance 
for Clean-Energy (SACE), Sierra Club, South Carolina Coastal Conservation.League·(SCCCL), 1 

and North Carolina Sustainable Energy Association (NCSEA, collectively Joint Commenters). 

After the Commission granted•exte~ions of time for the .filing of reply Comments.based 
on motions citing discussions and negotiations among the Public staff, DEC, DEP, AGO, and 
Joint Conimenters,.on January 15,,2020, the Public Staff filed proposed revisions to theDEP and 
DEC Mechanisms on behaJf of itself, DEC, DEP, AGO, and Joiv,t Commenters (Joint Parties). 

JOINT PARTIES' PROPOSED MECHANISM REVISIONS 

Th~· Public Staff'expla{ned th_at Joint Parties had participated in .a number of meetings, 
,conference.caJls, and·other communications in order to attempt to resolve some or all of the issues 
identified in the initial-comments, and'.that as a result of their collaboration Joint Parties had agreed 
to a number of revisions to,th~ ·Mechanisms. The Joint Parties' 'filing,-included ·an Attachment A 
showing Joint Parties' proposed.revisions to DEC's Mechanism and Attachment B Showing Joint 
Parties' proposed revisions to DEP's Mechanism. The Public Staff stated that many cif the 
proposed-changes are·not substantive but, rather, make conf0nning changes-to the Mechanisms. 
In addition, the Ptiblic Staff stated that Joint Parties are recommending substantive,changes-to the 
Mechanisms that Joint Parties believe ~e in the public interest and .will serve to make the 
Mechanisms more effective. The Public Staff described the.substantive·changes as follows. 

1 Sierra.Club 1111d SCCCL are parties only in Sub 1032. 
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o Addition of a Program Return Incentive (PRI} - Joint Parties believe that one 
central focus of DEC's and DEP's DSM/EE efforts should be to provide· low- income 
customers with tools to lower their electricity bills, and that such Focus is consistent With 
Recommendation 1-3 of the North CarolUla Clean Energy Plan to "[e]xpand energy 
efficiency and clean energy programs specifically targeted at underserved markets and low
income COJlUllunities."1 Consequently, the Joint Parties developed the PRI, which is an 
incentive to encourage DEC andDEP to pursue savings from existing and new low~income 
DSM/EE programs, and to maintain and increase the cost effectiveness of these programs. 
For these 'types of programs, the -PRI initially will be based· on rn.6% of the. net present 
vaJue of the avoided cost savings achieved by these DSM/EE programs. The percentage 
ultimately used to deterinine the PRI for each Vintage Year Will be based on the Company's 
ability to-maintain or improve the cost effectiyeness of the PRI-eligible programs over and 
above'that initially estimated for the Vintage Year . .At no time will the PRI percentage fall 
below 2.65% or rise above 13.25%. 

• Reduction of Portfolio,Performance Incentive (PPI) Percentage- Currently, the.PP I 
percentages used for DEC and DEP are 11.50% and 11.75%, respectively. Joint Parties 
propose to reduce the PPI percentages for both Companies to I 0.60% .. 

• Cap and Floor on PP I-Joint-Parties propose that the amount of pre-tax PPI aJlowed. 
will not exceed or fall below the amount that produces a specified margin over the 
aggregate pre-tax program costs for the PPl-eligible programs. The maximum margin is 
set at 19.50% for Vintage Year 2022 and afterward, Until completion of the next 
Mechanism review. Additionally, a minimum margin ove_r aggregate pre-tax program costs 
for PPI eligible programs will be established at 10% for Vintage Year 2022, 6% for Viittage 
Year 2023, and 2.50% for- Vintage Year 2024 and afterward, until I completion of the next 
Mechanism review. 

• Non-Energy Benefits - The revisions provide that the Commission- will assess 
whether it is apprOpriate to use non-energy- benefits in the determination of 
cost-effectiveness under the Total Resource Cost Test (TRC). Joint Parties stated that this 
change is consistent with Recommendation 1-1 of the NC Clean Energy Ptan.2 

• Clarification of the Criteria for Bundling Measures within Programs-This revision 
requires bundled measures to be consistent with and related to the measure technologies or 
,delivery channels ofa program, unless otherwise ordered by the Commission. 

1 North Carolina Clean Energy PlWJ, North Carolina Department ofEnvironmcntaJ QuaJity, Slate Energy 
Office, October2019 (NC Clean Eaergy Plan), at 117-19. See https://files.ne.gov/ncdeqfclimate~change/clean-cnergy
plan/NC_ Clean_Energy_Plan_OCT _2019 _.pdf. 

2 NC Clean Energy Plan 114-15. 

273 



ELECTRIC -ADJUSTMENTS OF RATES/CHARGES 

• Use of the Utility Cost Test (UCT) - Currently, the TRC' is used to calculate ¢e 
prospective cost-effectiveness of new- and ongoing programs. The proposed revisions 
provide that detennination of the cost-effectiveness.of new _and ongoing programs will be 
calculated using the UCT. 

• Recovery of PPI in Applicable Vintage Year- Currently, DEP. has converted its 
vintage year PPI into a stream ofleVelized anriual payments not to exceed ten years. Under 
the proposed revisions, after Vintage Year 2021 the PPI will be recovered in the applicable 
Vintage Year's revenue requirement, though leveli:zed annual payments -from prior 
vintages will continue to be collected until recovered; 

• Review of Avoided'Transmission and Distribution (f&D) Costs·-The Public Staff 
and DEC or DEP, as applicabl_e, will review th~ avoided ·T&D costs no later ·than 
December'31, 2021, and make recommendations for any adjustment in the rider 
proceedings thereafter. Avoided T&D costs will be reviewed at least every three years and 
will be updated.if they change by·at least 20%. 

• Additional Incentive and-Penalty - If the Company achieves annual.energy savi_ngs 
Of 1.0% of the prior year's system retail electricity sales-in ahy year during 2022 through 
2025, the Company will receive an additional incentive.of $500,000,.for that year. During 
that same period, if-the Company fails lo achieve-annual energy savings of 0.5% of retail 
sales, net of sales associated with ·customers opting out of the Comj>apy's EE programs, 
the Company will.reduce its EE revenue requirement by $500,000. 

• Minor Modification to DEP OphOut Provision - A minor modifica_tion was made 
to the opt-out provisions -of the DEP Mechanism that addresses·.a potential unintended 
outcome that could occur in the case in which there 'is·rate element of Rider.DSM/EE that 
is a credit. 

Joint Parties .stated that they spent substantial time considering the costs. and benefits of 
aligning DEC's and DEP's,use of am9rtization for their DSM/EE operations· and maintenance 
(O&M) expenses. They noted that DEC does not amortize these expenses, while -DEP generally 
amorti:zes post-2015 O&M expenses over five yeais for residential customers ahd'three years for 
non-residential custo_mers.1 According to Joint P?rties, .they corisidered several scenarios, using a 
number of asswnptions, to estimate the bill impact of ending or reducing the amortization periods. 
Their Calculations indicated-that ending the amortizations· for new program costs entirely in 2022, 
when-the revisions to the Mechanisms would go into effect, would result in overall residential bill 
increases of approximately 2.50%.in that year, and inCreaseS of approximately 2.25%.to 3.00% for 
different _classes·of.non-residential customers: J.{educing the period.of amortization to two years 

1 In the initial DEP Mechanism;_ the amortization period for these expenses was set at a maximum of ten 
years, and DBP utilized a ten-year period for most programs.,h_l·lhe 2015'revision io'DEP's Mechanism; a reduction 
ofnmortization periods for O&M expenses incurred in finure years wns allowed forprograms for which those expenses 
had pr_eviously been amortim:l over longer periods; thiS prnYided for' the general reduction ofthOse post-2015 cost 
amortization periods to five or three years. However, for O&Mexpenses_ incurred prior to 2016, the originally 
chosen amortization periods remained in plare. Foradrninistrative and general (A&G) expenses, from the outset of 
the Mechanism, the maximwn amortiz.ationperiod has been three years. • 

274 



ELECTRIC ~ ADJUSTMENTS OF RA TES/CHARGES 

instead of ending it·would decrease the amount of fate increase to approximately 1.00% -1.20% 
for two_ycars·for residential customers and approximat~ly 0.67% - 0.95% for two years,for the 
different,classes of'non-residentiaI customers. Further, the Joint Parties stated that they reviewed 
iji~ impact of reducing the··.am6rtization period ',to three years,. which they estimated to increase 
residential bills by approximately 0.50% for three years and non-residential bills by approximately 
0.13% for. two .Years. Finally, the Joint Parties' calculations· indicated .that after a· period of time 
the incre~e in bills caused by ending.or reducing the amortizati<:m periods-would end, with the 
duration of the temporary increase-varying Under each of the scenari0s above and by,customer rate 
class from two to seven years. 

Joint Parties agreed that aligl'ling_the amortization periods for DEP·and DEC Was a worthy 
goal. However, Joint Parties were.also concem_ed about.the-impact of temporary rat~ increases.on 
customers in light of the application for a rate increase filed by DEP in Docket No. E.:.2, Sub 1219. 
To minimize the impact on customer_rates but to·c(uitinu~·-the process of aligning th~ amortiiation 
periods, Joint Parties ·proposed that the amortiZ8tion, peri_od be reduced to three years- in this 
revision of the DEP Mechanism, and that the parties consider the issue further in the next review 
of the Me~hanisms. 

Joint' Parties a1so agreed' that if the·Commission. finds that some level of temporary rate 
increases is acceptable in order to eliminate.or reduce the amortWltion periqd to one or two years, 
that such.a'change would be feasible and·shou!d,not have any other aQverse consequences. 

In addition, Joint Parties reached agreement that DEC and DEP· will work with the 
DSM/EE Collaborative to develop a Scope. for a one-time study on the market p~nelration -of 
EE programs with low and modCrate income customers (LMI)' to be performed by qualified 
independent. third-party EM&V pl'Oviders. The study will seek to estimate the LMI market 
penetration of its non-income'qualified residential programs, as well as the market penet.ration Qf 
Small commercial programs in neighborhoods with highLMI populations. The study will consider 
customer participation, energy saVingS,,and bill impBcts, as well as identifying poteiltial market 
barriers. In addition, the study will be utilized by DEC and'DEP to make recommendations for 
program enhancements designed to cost effectively increase· market penetration in the targeted 
populations and neighb_orhoodS. Joint Parties. further stated that DEC and DEP will seek to file an 
iriitial scope and budget for the work with their 2020 rider filings, -and Upon Commission approval 
for recovery of _study costs, they will hav~ the Study completed prior to the c:;ost recovery 
Mechanism modificatjons taking effect in 2022. 

Joint Parties acknowledged-that.cerlain_ issues.were.not resolved through negotiation, and 
slated that Joint Parties had agreed that eaCh party may identify additional recommendations to the 
Commission in its corriments on the. proposed revisions -to the Mechanisms SQ long as such 
additional recommendations do not conflict-with,Joint Parties•· proposed revisions. 

Finally, Joint Parties requested that the Commission issue an order allowing-parties to file 
comments and reply comments on the proposed revisions to the Mechanisms. and other 
relevant issues. 
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RECOMMENDATIONS OF JOINT COMMENTERS 

On January 1-5, 2020, Joint Commenters filed comnients stating that ,lhey support the 
proposed revisions filed by -Joint Parties. Further, Joint Commenters made four additional 
recommendations.for the Commission's consideration. First, Joint Commenters recommended that 
the CommiSsioh require a' -Change ill the discount rate used in the cost effectiveness. tests for 
DSM/EE programsi They stated that preseritly eacl]. Co!llpany's weighted average cost of capi4',l 
(WACC),is used. According to Joint Commeilters..the WACC cfeates an inherent bias towards the 
objectives Of the utility over thos~ ofconsumers,,reflects a shorter rate of time preference than that· 
of the· utility's customers or regulators, and does not reflect the cost of capital for DSM/EE 
resources, which is more akin to expenses. Joint Commenters recommended the use ofa low-risk 
discount rate (in the range of0% to 3%), that better aligns·with customer objectives, reflects the 
time preference of customers·and the Commission, and·reflects thcr"cost'of capital" for bSM/EE 
investments. Further, Joint ·Commenters slated that the NationaJ Standard Practice Manual 
G'JSPM) offers a framework to-assist-regulatory bodies and jurisdictions in making the discount 
rate,detennination, 1 and they recommended that.this framework would serve as a useful.guide for 
the Commission in detennining wheth~_r to require the use.of.a discount rate different from the 
utility's WACC. 

Second, Joint Commente_rs• recommended that the Commission -consider adopting a 
reporting requirement for customers .who opt out of the Companies' DSM/EE-programs. They 
noted that in the rulemaking_ proceeding to implement.Senate Bill '3, the Commission· considered 
whether Rule.RB-69 should require·customers to make a showing-of whether they .were pursuing 
DSM/EE in order to opt out of utility DSM/EE programs, and the Commission decided that it 
would not do,sq.2 )oint-Commenters opin_ed that sii;i,ce C0mJJ1ission Rule· R8-69'was-promulgated· 
the rate oflarge non-residential customers opting out of the DEC and DEP'DSM/EE programs has 
remained persistently high, noting that in 2018 51 % of DEC's North Carolina non-resic,;lential'load 
opted out of the Company's· EE rider, and 55% of non-resiQential load opted· out. of DEP'S EE 
rider. Joint Commenters state~ that alth0ugh·the Companies have worked to improve their non
residential program offerings and have-implemented other changes.aimed at encouraging greater 
participation- :by large· .customers, these steps have not meaningfully reduced opt-outs. Joint 
Commenters contended that the Commission should evaluate. whether it should require the 
Companies' opt-out customers to report to DEC or DEP their stated and quantifiable goals for the 
DSM or EE measures they implement at their own expense, as we11 as the demand and/or energy 
savings from those measures. 

Third, Joint Commenters recommended that' the Copi __ mission request ,a report fro_m ·the 
Govemor's,Qffice on the results of the·Clean Energy Plan '(CEP) utility ,business model refonn 
stak.eh0lder process, and· use the report to infonn a Commission investigation into decoupling. 
Joint Commenters maintained-that lost-revenue adjustment.mechanisms (LR.AMs) are an inferior 

1 National Efficiency Screening ProjecL, National .'Standard -Practice Manual for Assessing Cost-
Ejfectivene:>"s of Energy Efficiency Resoun:es (May 2017), available at 
https://nationalefficiencyscreening..org/national-standard-praclice-manual/. 

2 Order.Adopting Final Rules, Docket No. E-190, ~ub 113 (Feb. 29, 2008) at 128-29. 
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way to address a utility's inherent disincentive to pursue efficiency savings.that will result_ in lost 
sales, and· that revenue decoupling is an alternative way to remove 'the utility's disincentive to 
purslle efficiency savings. Joint Commenters stated-that more titan a decade has passed·since the 
Commission issued its Senate.Bill 3-report on decoupling, in which the q,mmisSioh detennin~ 
that; having only issued its-rules implementing Senate Bill 3-earlier that year, it was "premature to 
mandate new major changes t_o ~lectric utility rate structures before it has been determined whether 
the incentives under Senate Bill 3 serve their ·intended- purpose and are sufficient." 1 Joint 
Commenters maintained that the time is right to teviSit-deci>upling as a policy option, and that the 
Commi~sion could use the·informatjon provided by the.CEP to.launch-its anaIYsis. 

•Fourth, Joint Commenters-recommended that the-CommiSsfon reqliest a copy ofthe.DEQ 
report on carbon-reduction policy options, and use the reporUo inform a Commission investigation 
into whether an Energy Efficiency Resource Standard (EERS) should be adopted in North1 
Carolina According to Joint"Comnienters, the CEP includes a recommendation for establishment 
of an. EERS by 2021. They stated that r~search has shown that an EERS·is the single most effective 
policy .to promote energy efficiency savings.2 

COMMENTS ON JOINT COMMENTERS' RECOMMENDATIONS 

On January 16, 2020, the Commission.issued an order allowing parties to file comments 
and reply comments- addressing the Joint Parti~:s• proposed revisions: to DEC's' and OEP's 
Mechanisms, the additional rec0mmendations of the Joint Commenters, and· any other issLJeS 
deemed relevant to DEC's and DEP's Mechanisms, with,commenlS due by February 17, 2020, and 
reply comments \Jy March·9, 2020. 

On February 17, 2020, the Public Staff and Carolina Utility Customers-Association, Inc. 
(CUCA) filed comments .jn response t_o Joint C_ommenters' recommen_dations~ _As a preliminary 
matter, the Public Staff stated-that it strongly endorses the Joint Parties' proposed revisions to DEP 
and DEC's DSM/EE Mechanisms·;bccause the revisions are designed t0 incentivize the utilities to 
achieve the.most net savings from DSM/EE, while also placing greater emphasis on reaching low 
income customers who could most benefit from additional opportunities t6 reduce the costs qftheir 
electric utility service. As ~ result, the Public Staff believes that .the revi~ions are in the public 
interest and should be approved. 

1 Report oflhe Nonh Carolina Utilities Commission lO the Governor of North Carolina, the Environmental 
Review Corilmission and the Joint Legislative Utility Review Co"mmiltee Regai"ding an Analysis OfRate Structures, 
Policies and Measures to Prolllote Renewable Energy Generation and Derriand Reduction in North Carolina 
(SepL 2, 2008) at 46, 

https:1/starwl .ncuc,net/NCUC,ViewFile.aspx?Id=3ab9a622-dab8-4ffib-bO l 3-b7f1Jb99b0ff1 . 

2 Beyond· Carrots for Utilities: A National Re'lliew af'Perfonnance lncenti11es far Energy.Efficiency, 
American Council for an Energy Efficient Ecoliomy, at 26 (Sepl 20l5)("0f those states with shared net benefits 
perfonnanCe incentives in plaCC,-seven of lhem have EERS and five do nOL Those with-EERS have twice the energy 
savings relative to sales; and more lhan double the electric energy efficiency budgetsas a percentage of utility revenue 
than the ~tat~ with no BERS or similar policy."). 
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Further, the ·Public Staff noted that the recommendations of Joint Commenters would affect 
all of the investor-owned utilities, including Dominion Energy North Carolina, which is not a party 
to this proceeding, and that if the Commission considers any of the four recommendations they 
should be considered in a generic docket, rather than the present dockets that only apply to DEP 
and DEC. 

Low-Risk Discount Rate 

The Public Staff stated that the NSPM cited by Joint Commenters recommends that 
jurisdictions follow six steps in determining the apprOpriate discount rate: 

SteP. A: Articulate the jurisdiction's applicable policy goals. 

Step B: Consider the relevance·of a utility's WACC. 

Step C: Consider the relevance of the average customer.discount ra'te. 

Step D: Consider the relevance·of a societal discount rate. 

Step E: Consider an altemal.ive discount rate different from the utility, 
customer, and societal perspective. 
Step F: Consider using a low-risk discount rate for EE cost-effectiveness. 

The Public Staff opined that Step A, a detennination of North Carolina's policy goals, 
would affect not only DSM/EE but almost every aspect of resource plruming. According to the 
Public Sfaff, it is not appropriate to consider policy goals and changes to such goals in the context 
of the limited issue of discount' rates. In addition, the Public Staff stated that using the utility's 
WACC places DSM/EE programs on a level playing field with supply-side resources, and that 
DEC witness Farmer noted the appropriateness of using the utility's WACC as being copsistent 
with the Company's compensation for generation platit. 1 Further, the Public Staff stated that it 
would be-difficult to.quantify the average customer discount· rate, as required by Step C, on a 
customer class level, and likely impossible on an individual customer basis. 

With regard to the NSPM suggestion of a low-risk discount rate for EE, the Public Staff 
acknowledged that the cost of most EE programs are expensed as opposed to capitalized, but stated 
that this does not justify the use of a low-risk discount rate since DSM/EE programs are not entirely 
without risk to the Company because program participation-rates and energy savings may vary 
widely from initial projections. In addition, the Public Staff stated that the calculation ofa utility's 
capital structure and return on equity (ROE) to detennine the WACC are generally two of lhe most 
contentious issues in a general rate case, and there are recognized models - such·as the Discounted 
Cash Flow, Risk Premium, and Capital Asset Pricing models - used to calculate ROEs, as well as 
many-publications from which to,obtain comparative stal.istics for other-utilities. According to the 
Public Staff, there is little guidance on how to calculate a discount rate directed to the customers' 

1 The recommended discount rate is addressed in the testimony of DEC witness Stephen M.Fanner 
filed in Docket No. E-7, Sub 831! on April 4, 2008, pp. 13-16. 
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time and risk preferences, and the Public Staff cited cautionary language in 'the NSPM about 
several factors that are subject to change. 

Finally, the Public Staff stated that using a lower discount rate would likely result in higher 
incentive payments· to the utility undc;r both the current and proposed Mechanisms because· the 
cost effectiveness of the·prograrns would increase, which·could result in a windfall for the utility 
in the fonn of increased incentives without a corresponding increase in DSM/EE program 
participation or energy savings. 

Reporting Requirement for Opt-Out Customers 

Public Staff's Conime11ts 

The Public Staff agreed with the Joint Commenters that the number of opt out customers 
has had a significant impact on the non•residential DSM/EE programs and riders. On the other 
hand, the Public Staff stated that it is aware of many iiidustrial and commercial customers that 
have.opted out and have·implemented EE measures at their own expense. In addition,.the P_ublic 
Staff noted that the statute does not.require such.reports, and that the Public.staff does,not support 
a reporting requirement. but encourages the utilit_ies and the Collaborative to work to develop cost
effective programs and measures that would reduce opt-outs. Moreover, the-Public Staff cited the 
following statement from the Commission's February 29, 2008 Order Adopting Final Rules, in 
DocketNo. E-100, Sub 113: 

The Commissfon concludes that· Rule .RS-69 should not be revised to 
include either Duke's proposal to require a "substantially eqllivalent" test in order 
for customers to opt out of DSM and EE programs or ED, SACE and SELC's 
proposal that customers desiring to opt out be required to provide detailed 
descriptions of measures evaluated and measures implemented or planned 
together with quantified results- and projections of the impact of the measures; 
Senate Bill 3, in general,_and G;S; 62~133.8(£), in parlic_ular, do not contain any 
requirement.that DSM or EE programs implemented by ihe customer or DSM or 
EE programs proposed to be implemented by the.customer must be substantially 
equivalent to the programs or measures being supplied by the electric po·wer 
supplier. Nor does Senate Bill 3 require customers desiring to opt out to provide 
detailed descriptions of measures evaluated and measures implemented or planned 
together :with quantified results and.projections of the impact of the measures. All 
that is required ofa program used as the basis for a customer's decision to opt out 
is that (I) the program have been implemented in the past or (2) that it be proposed 
to be implemented in the future in accordance with stated, quantified goals. 

Order Adopting Final Rules (SB 3 Rules Order), at 129. 

The Public Staff ~tated that there are· no changed circumstances since 2008 that necessitate 
re-litigation of this matter. 
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CUCA 's Comments 

CUCA stated that there is no opt out reporting requirement contained in 
N.C.G.S. § 62-13J.9(t), and contended that imposing such a reporting requirement'would require 
a change in the statute. CUCA stated that representatives of CUCA, DEP, DEC, and other 
stakeholders, including.a number·of the Joint Comrnenters, were involved in the lengthy·process 
of developing Senate Bm3 in which the opt-out provision Wru. negotiated. Further, CUCA noted 
that neither DEP nor DEC has ever required industrial customers wishing to exercise their opt-out 
rights to provide notice or infonnation other than what is required under the statute, and' that 
CUCA •~ members-would consider a requirement to report their USM/EE measures and.savings to 
be a violation of their right' to protect their confidential trade secret information from public 
disclosure. In addition; CUCA Contended that following Joint Commenters' recommendation to 
undertake a p_rocess,to develop a reporting requirement.would be beyond' the scope of the statute, 
the Commission~s rules~•and the.stakeholder process that led up to the opt-out provisioh. 

CUCA also noted that in 2018 51% of DEC's nonresidential load opted out of the DEC 
DSM/EE.Rider; and 55% ofDEP's non-residential load opted out, and opined that this results in a 
"glass half full, n rather than half empty, as the siluation,is .Viewed by Joint Commentcrs. Moreover, 
·CUCA cited a recent news report in which Forrest Bradley- Wright, Energy Efficiency Director 
for SACE, stated that "Duke Ehergy is far and away the energy efficiency leader [in.the region]," 
and that SACE reported that North Carolina is the only-Southeastemstate to.exceed the-national 
average in EE savings. 

Further, CUCA stated that if it is cost effective for a business to·invest capital in a DSM or 
EE.project, then the business will cho6se to make-such investments, bui a.company should not be 
forced to invest i"ff Duke's bSM/EE programs if suCh·in~estment does not-make economic s·ense 
for the company. 

Finally, CUCA responded to -Joint Commenters' ·contention·that the lack of reporting by 
opt-out customers inhibits DEC's and DEP's ability-to plW1 for meeting their customers' electric 
power needs; CU€A stated that DEC W1d DEP have not identified in their Integrated Resource 
Plans a lack of opt-out customer data-as an imp_edimentto system demand.and e_nergy· planning. 

Investigation of Decoupling 

The· Public-Staff noted that investigations of decoupling mechanisms hove typically -been 
iri_itiatcd.upo_n request of the General Assembly, and-that decoupling mechanisms for gas, water, 
and electric utilities have resulted from legislative action. In addition, the Public.Staff opined that 
the recovery of net lost revenues is a type.of decoupling, and stated thut such recovery is allowed 
by statute.and has been .part of the DSM/EE rider proceedings since their initiation. Further, the 
Public-Staff disagreed.with Joint Commenters' view that the currerit method used for r'ecovery·of 
net lost revenues is "cumbersome and difficult to administer", noting that the Public Staff has been 
able to naVigate the methodology. 
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Adoption ofan Energy Efficiency Resource Standard 

The Public Staff stated that perfonnance targets are included in the proposed Mechanisms 
for DEC and DEP,,that an EERS is a mandate more than a target, and that such a mandate would 
need to come from the General Assembly. 

DISCUSSION 

Pursuant to N.C.G.S. § 62-133'.9(d), the Commission is authorized to approve an annual 
rider to the rates of electric public utilities to recover aJI reasonable and prudent costs incurred for 
the adoption and implementation of new DSM and EE-programs. Under the statute DSM/EE costs 
include, but are not limited to, capital costs - including costs of capital and depreciation expense -
administrative costs, implementation ,costs, incentive payments to participants, and operating 
costs. In addition, the statute·authorizes the Commission to ipprove incentives for the utility for 
the adoption and implementation of new DSM and EE· programs, including Net Lost Revenues 
(NLR) and appropriate rewards based on the sharing of savings achieved by the programs. The 
annual DSM/EE rider is composed of two parts: (I) the utility's forccasted costs, along with 
incentives, during .the rate period, and (2) an experience modification factor to, collect. the 
difference between the utility's actual reasonable and prudent costs and incentives incurred during 
the test period and actual revenues- re.a Ii zed during the test period. 

The present proceeding is the third review of DEC's Mechanism since it was initially 
approved in 2010 in Docket No. E-7; Sub 831,.and the second review of DEP's Mechanism since 
it was i_nitially approved in 2009 in Docke't No. E-2, Sub 931. The Commissioffthanks the parties 
for their efforts· in this proceeding and the cooperative spirit in which they have worked. Joint 
Parties' proposal includes a number of substantial revisions to DEC's and DEP's Mechanisms and 
evidences a comprehensive review by Joint Parties. One item that Joint Parties left open and 
expressly requested the Commission's consideration of is whether the amortization periods used 
by DEP for its DSM/EE O&M expenses -.five years for residential customers and three years for 
non- residential customers - should be eliminated altogether to-align with DEC's practice of not 
amorti~ing O&M, or whether DEP's amortization_,ofO&M should be phased out over a period of 
years to reduce the rate .impact' on customers. Joint Parties included a three- year amortization 
period in DEP's proposed revised Mechanism, with the recommendation that the matter be 
considered again in the next review.of the Mechanisms, but also a"greed;that the Commission could 
find it acceptable to eliminate the amortization period, or reduce it to one or two years. The 
Commission concludes that the three-year amortization period for DEP's O&M expenses is 
reasonable at this time and should be approved, with the matter to be further considered in the next 
Mechanism review proceeding. 

The Commission commends the Joint Parties on the proposed revisions to paragraph 
numbers 87 and 93 of the DEC and DEP Mechanisms, respectively. These paragraphs provide for 
an additional incentive or a penalty relating to the attainment or non-attainment of a designated 
percentage,of annuaJ energy savings. If the Company achieves annual energy savings of 1.0% of 
the prior ycar's,system retail electricity sales in any year during 2022 through 2025, the·ComRany 
will receive an additional incentive of $500,000 for that. year. During that same period, if the 
C0mpany fails to achieve annual energy savings of 0.5% of retail sa1es, net of sales associated 
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with customers opting out of the .Company's EE programs, the- Company will reduce its EE 
revenue requir~ment- by$500;000. The COmrilission encourages the parties to consider a step 
approach which could incrementally increase the incentive for additional energy savings and 
increased penalties for non-attainment of certain milestones over the.three-year period. Thus, the 
Commission directs the Collaborative lo study ways to implement a step approach to this type of 
incentive/penaJty structure to· .potentially achieve even greater· annual energy .savings. The 
Commission directs the Public Staff to include a report on the diScussions and conclusions reached 
by the Collaborative on this matter in the next Mechanism-review. 

With respect to Joint Commenters' recommendation of a low-risk discount rate. for 
DSM/EE programs, the Commission agrees wilh lhe Public Staff's observation that an 
investigation into a low-risk discount rate using the NSPM guidelines recommended by .Joint 
Commenters would be a complex and largely uncharted process. While the Commission agrees 
that-there are differences in a utility's costs and risks of building and operating generating plants 
compared to implementing DSM/EE programs, there are.also differences in the cosls and risks of 
building and operating all ofthe different assets that comprise the rate base of an integrated electric 
utility. Traditional ratemaking addresses this.fact by assigning a WACC which reflects the riSks 
of the rate base as a whole. The Commission is persuaded· that it is necessary to use the utility's 
WACCin order lo place DSM/EE.programs "on a level pbying field with·suppl)',-side resources," 
as suggested ~y the Public Staff. Further, the Commission agrees with lhe Public Starr lhat, 
''detennination Of North Carolina's policy goals.as required by Step A [of the NPSM·guidelines] 
would be an immense undertaking far beyond the confines of DSM/EE." However, 
notwithstanding the,foregoing, the Commission concludes that there.may'be merit in studying the 
concept of a low-risk-discount rate for DSM/EE programs and, therefore, finds gOod cause to direct 
that the Collaborative to sttidy this issue. Further, the Commission directs the Public Staff to 
include a report on the discussions and conclusions reached by the Collaborative on this matter in 
lhe next Mechanism review. 

With regard to the Joint Commenters' recommendation that the Commission institute a 
reporting requirement for opt-out customers, the Commission agrees with the Public Staff that 
consideration: of an opt-out reporting requirement is beyond the· scope of this proceeding. The 
opt-out provision is a factor in determinations by industrial and large commercial customers about 
whether to participate in the utilities' DSM/EE programs. But it has little or nothing to do wilh the 
guidelines Dy which-the utilities recover their DSM/EE costs and the incentives they recei_Ve for 
successfully operating sucli programs. Further, the-Commission is not persuaded that there is any 
basis for reviewing or modifying its decision in the SB 3 Rules Order declining ,to adopt a 
reporting requirement. 

Joint Commenters further recommended that the Commission initiate a generic proceeding 
to investigate the adoption of rate decoupling. The Public Staff opined that rate·decoupling is more 
appropriately a matter for lhe General Assembly. In lhat context, the Commission notes that 
HB 624 on multi-year rate plans for electric utilities, presently pending in the General Assembly, 
has received considerable debate. The Commission concludes that' if the.legislature is inclined to 
do·so it could·include consideration of decoupling-in its deliberations oh major changes in electric 
rate structures. 
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Finally, Joint Commenters recommended that_the Commission initiate an investigation into 
whether an EERS should be adopted in North Carolina. As the Public Staff noted, perfonnance 
targets arc included in the revised Mechanisms but, unlike an EERS, performance targets do not 
mandate that DEC and DEP achieve a particular'level of DSM/EE savings. An EERS wotild have 
rate-making implications that go beyond the guideliries for DEC's and DEP's recovery of .;:_osts 
and incentives under N.C.G.S. § 62-'133.9. Indeed, Joint Commenters' concerns about a high 
percentage of large-load commercial and industrial .customers opting out of utility-sponsored 
DSM/EE programs would be exacerbated by.an EERS mandate absent a corresponding ability to 
equitably spread the costs among all ratepayer cl~scs. As a resull,. the Commission is not 
persuaded that an investigation into an EERS would be a wise use of the Public Staff's and the 
Commission's.resources.at this time. 

CONCLUSION 

Based on the foregoing and the record, the Commission finds and concludes that the revised 
Mechanisms· proposed by the Joint Parties provide a workable and reasonable methodology for 
DEC's and DEP's recovery of DSM/EE program costs and appropriate incentives. In addition, the 
Commission finds and concludes that the revised Mechanisms will result in just and reasonable 
rates and will serve ·the public, interest. Therefore, the Commission concludes-that the revised 
Mechanisms-should be approved. 

IT IS, THEREFORE; ORDERED as follows: 

1. That the revised DEC an4 DEP Mechariisms proposed by the Joint Parties1 attached 
hereto as Appendices A and B, respectively, shall be,.and are·.hereby, approved; 

2. That the attached Mechanisms shaJI be effective for DSM and EE costs and utility 
incentives associated with time peri6ds beginning on and after Jan_uary I, 2022; 

3. That the DSM/EE Collaborative shall study ways to implement a step approach to 
the incentive/penalty structure adopted by the Joint Parties to potentially'achievc even greater 
annuaJ energy savings and in the next Mechanism review the Public Staff stiall include in its 
initial filing a report on the ,discussions and coriclusiol1.s reached by the Collaborative .on 
this matter; 

4. That.the DSM/EE_ Collaborative shall study the concept ofa low-risk discount rate 
in assessing the cost effectiveness of the electric public utilities' DSM/EE programs, and in the 
next Mechanism review the Public Staff shall include in its initial filing a report on· the 
discussions and conclusions reached by the Collaborative on.this'matter; 

5. That DEC and DEP'shall work with the DSM/EE Collaborative to develop a scope 
for a one-time.study on the market penetration of EE programs with low and moderate income 
customers to be performed by qualified independent third-party EM&V providers, as more fully 
descritied in the body of this Order. DEC and DEP shall' seek to file an initial scope·and.budget 
for the work with their 2020 rider filings, and upon Cofnmission approval for recovery of study 
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costs, ·they shall have. the,study completed prior to the cost recovery MeChanism modifications 
approved herein taking eITect irt 2022; and 

6. That lhc ·Public Staff shall initiate a joint formal review of DEC's and DEP's 
Mechanisms noflater than May I, 2024, unless requested.to do so earlier by lhe Commission; DEC 
or DEP, or another interested party .• The'Pub.lic Staff's review should Specifically address whether 
the inct:htives in the Commission-approved MeChanisms, arc producing significant DSM and EE 
results; whether the customer rate impacts from the DSM/EE rider are reasonable and appropriate; 
whether overall portfolio performance targets should be adopted or rcyi~ed; and any other relevant 
issues.that may bddentified during the review process. 

ISSUED BY ORDER OF TilE COMMISSION. 
This the 20th day of October, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk. 

Commissioners,Daniel G. Clodfelter and Jeffrey A. Hughes concur in.a separate opinion. 
Commissioner Floyd B. McKissick, Jr., did not participate in this decision. 

DOCKET NO. E-2, SUB93I 
DOCKET NO. E-7, SUII 1032 

Commissioner Daniel G. Clodfolter, concurring: l support the Commission's Order so, 
far as it goes. The adjustments agreed upon an_d ·proposed by the Joint Parties are useful, albeit 
modest. We are now approximately thirteen years out from the enactment ofN.C.G.S. §·62-133.9, 
arid for myself I thinJ.rn more substantial review and revision of the DSM/EE mechanisms is.due. 
In particular,.! believe it-would have been-valuable for the Commission in these dock.els to have 
given serious consideration to adopting the recommendation of the Attorney General's' expert, 
Strategen Consulting. Several commenters 'h~ve noted Q:iat the success of the energy efficiency 
and deinand side management programs proposed and approved to d·ate does not necessarily 
portend equivalent future success. Put di!Terently, they say the "low-hanging fruit'' has by now 
substantially aH.been harvested. I am concerned they will-prove.to be correct. In Paragraph 6-ofits 
Order the Commission directs that the next formal review of the DSM/EE meehanisms is to be 
initiated "not late.r 'than" May 1., 2024, subject to the condition that the,.Commission may initiate 
such a review.sooner on its own motion or upon motion ofan interested party, For me1 I say sooner 
rather than later., 

/s/'Daniel G. Clodfelter 
Commissioner Daniel G. Clodfelter 
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Commissioner.Jeffrey A. Hughes, concu_rring: 

Like Commissioner Clodfelter, I support the Commission's Order. I join with· 
Commissioner Clodfelter in hiS_concurrence,_ and emphasize his statements about conducting a 
more substantial review of the DSM/EE mechanisms sooner rather.than later. 

Isl Jeffrey A. Hughes 
Commissioner Jeffrey·A. Hughes 
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COST RECOVERY AND INCENTIVE MECHANISM OF DUKE ENERGY 
CAROLINAS, LLC, FOR DEMAND'SIDE MANAGEMENT AND ENERGY 
EFFICIENCY PROGRAMS 

(Docket No. E-7, Sub 1032, a~ Modified bythe_.Commission, to be Effective January 1, 
2022) 

The purpose ofthlsMechanism is to (1) allow.Duke Energy Carolinas, LLC (Duke Energy 
Carolinas or the Company), to recover·all reasonable and prudent costs incurred for adopting and 
implementing new demand-side management (DSM) and new energy efficier:i.cy (EE) measures.in 
accordance with·N.C. Gen. Stat.§ 62-133.9, COmmission Rules R8-68 andR8-69, prior Orders of 
the Commission, and the additional principles set forth bclow;.(2) establish certain requiremen~, 
in addition to those of Commission Rule R8-68, for requests by Duke Energy Car9linas for 
approval of DSM and _EE_ programs; (3) establish the terms and q_onditions for t_hC recovery of Net 
Lost Revenues and !l Portfolio Performance.Incentive (PPI)'.to reward Duke Energy Carolinas for 
adopting and implementing new DSM and EE measures ·and programs in cases Where the 
Commission deems such recovery and reward. appropriate, and (4) "j:irovi~e for an additional 
incentive to further encourage kilowatt-hour (kWh) savings achievements. The definitions set out 
in N.C. Gen. Stat. § 62-133.8 and N.C. Gen. Stat. § 62-133.9.and Commission Rules R8,68 and 
RS-69 apply ·to this Mechanism, For purposes of this Mechanism, the definitions listed below 
also apply. 

Changes in ttie terms and conditioris of this Mechanism shall be applied·proSpectively only, 
to vintage.years foliowing-any Commission order amending these-terms and conditions. Approved 
programs and measures shall continue to be subject to the terms and conditions that.were in effect 
when they were approved with respect to the recovery of reasonable and prudent costs .and Net 
Lost Revenues. With respect to the· recovery of the PPI, approved programs and measures shall 
Contihue to be·subject to the terms and conditions in effect in the vintage year that.the measurement 
unit was installed. 
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Definitions 

I. Common costs are. costs. that are not attributable or reasonably assignable or 
allocable to specific DSM or EE programs but-are necessary to design, implement, 
and operaie the.programs collectively. 

2. Costs include progra.m costs (including those of pilot programs approved by ·the 
Commission for inclusion in the.Mechanism), common costs, and, subject.to Rule 
R8-69(b), any other costs approved by the Commission for inclusion in the 
Mechanism. Costs include only those expenditures appropriately allocable to the 
North Carolina retail jurisdiction. 

3. Low-Income Programs or Low-Income Measures are DSM or EE programs, or 
DSM or EE measures approved by the Commission as programs or measures 
provided specifically to low-in_come customers. 
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4. Measure_ means, with-respect to EE, an "energy efficiency measure," as defined in 
N.C. Gen. Stat. § 62-133.8(a)(4), that is new under G.S. 62- !33.9(a); and, wiili 
respect to DSM, an activity, initiative, or equipment, physical, or program change, 
that is new under N.C. Gen. Stat. § 62- I33.9(a)' and satisfies the definition of 
"demand-side management" as set forth in N.C. Gen. Stat.§ 62-133.8(a)(2). 

5. Measurement unit means the basic unit that is used to measure and track the 
(a) incurred costs; (b) Net Lost Revenues; and (c) net kilowalt (kW), kWh, and 
dollar savings net of Net-to-Gross (NTG).for DSM or EE measures installed in each 
vintage year. A measurement unit may Consist ofan individual measure or bundles 
of measures. Measurement units shall be requested by Duke Energy Carolinas and 
established by the Commission for each program in the program approval process, 
and shall be subject to modification by the Commission when appropriate. If 
measurement units have not been established for a particular program, the 
measurement units for that program shall be ·the individual measures, unless the 
'Commission determines otherwise. 

6. Measurement unit's life means the estimated number of years that equipment or 
customer treatment associated with a measurement unit will operate if properly 
maintained or a~tivitie~ associated with the measurement unit will continue to be 
cost-effective, and produce energy (kWh) or peak demand (kW}savings, unless the 
Commission determines otherwise. 

7. Net Found Revenues means any increases in revenues resulting from any activity 
by Duke Energy Carolinas' public utility operations that causes a customer to 
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increase demand or energy conswnption, whether or nOt that activity has been 
approved pursuant to Rule R8-68. The dollar value ofNet Found Revenues will be 
detennined in a manner consistent with the determination of the dollar value of 
NLR provided in Paragraph No. 8 below. In determining which activities constitute 
Net Found Revenues, the,"decision tree• adopted by Order in Docket No. E-7, Sub 
831 on,FebI'Uary 8, 2011, should be applied. Net Found Revenues may be reduced, 
if such reduction is approved as reasonab)e;and appropriate.by the C9mmission, by 
a decrease in revenues resulting from an activity by Duke Energy Carolinas' public 
utility operations that causes a customer to rcduce·dcmand or energy consumption 
(negative found revenues). To be, approved, it must be demonstrated that the 
activity producing the negative found revenues reduces the profitability of the 
Company. Additiona11y, the tota1 amount of Net Found Revenues for a given 
vintage year will not be reduced.to a level below zero by the inclusion of negative 
found revenues. 

8. Net Lost Revenues means Duke Energy Carolinas' revenue losses, 
net 9fmarginal costs avoided at the time of the lost kWh sa1e(s), or in the case of 
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purchased power, m, the _applicable billing period, incurred by Duke Energy 
Carolinas' public utility opeJ"a!ions as the result of a new DSM or EE measure. A 
PPI shall not be ·considered in the calculation· of Net Lost Revenues or Net Lost 
Revenue r~overy. 

9. Net-to-gross (NTG) factor means an adjustment factor used to compute the net 
kW/kWh savings by accounting for·but'not limited to such.behavioral effects as 
rebound, free,ridership, moral hazard, free drivers, ahd:spillover. 

I 0. Program means.a collection of neW DSM or EE measures with similar objectives 
that hav~ been consolidated for purposes of delivery, administration, and cost 
recovery, and that. have been or will be adopted on or after January 1, 2007, 
including subsequent changes and modifications. 

11. Program costs arc,costs that are-attributable to specific DSM or EE programs and 
include all appropriate capital costs (including cost. of capita] and depreciation 
expenses), common costs, reasonably assignable or allocable administrative and 
general costs, implementation costs, incentive payments to program porticipants, 
operating costs, a,nd evaluation, measurement, and verification (EM&V) costs, net 
of arty grants, tax credits, or other reductions in cost received by the utility from 
outside parties. 
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12. Rortfolio Performance Incentive (PPI) means a utility incentive payrilent to Duke 
Eiiefgy Carolinas us a bonus ·or reward for adopting and implementing new (as 
defined in N.C. Gen. Stat. § 62-l 33.9(a)) EE or DSM measures and/or Programs. 
The PPI 'is based on the .sharing of avoided co.St savings; net of Program Cost!i, 
achieved ·by those DSM and EE Programs in the.aggregate. The PPLis also subject 
to certain limitations as· further set forth in this Mechanism. PPI excludes Net 
Lost Revenues. 

13. Program Return Incentive (PRI) means a utility incentive payment to Duke 
Energy Carolinas for adopting and implementing programs that _fail_ to pass the 
Utility Cost Test, but are approved· by .the Commission due to the societal ,benefit 
they provide, such as low-income programs. For this type of programs, the PRl will 
be based on ,a- percentage of the net present value or the avoided costs ·savings 
ac.hieved by those DSM and EE Programs. The PRI is subject to certain additional 
factors and limitations, as further set forth in this-Mechanism. 

14. Total Resource Cost (TRC) test means a cost-effectiveness test that 
measures the net costs of a DSM or EE program as a resource option based on 
the total costs of the program, including both_ the participants' costs and the 
utility's costs·(excluding incentives paid by the utility to or on 
behalf of participantS). The-benefits for the TRC test are av6ided supply costs, i.e., 
the reduction in generation capacity cosis, transm_ission and distribution 
costs, ,and eneq;y costs caused by a load -reduction. The avoided supply 
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costs shall be calculated using net program savings, i.e., savings net'of changes in 
energy uSe,that would have happened in the absence of the program. Non-energy 
benefits,.as approved by th~ Commission, may be.considered in the·detennination 
ofTRC-results. The-costs for the TRC test are the net prograin or portfolio costs 
incurred by the utility and participants, and the increased supply costs for any 
periods in which load is increased. All costs of equipment, installation,.operation 
and maintenance (O&M), removal (less salvag~ value); and administration, no 
matter who pays for them, are included in this test. Any tax credits-are considered 
a reduction to costs in this test. 

15. Utility Cost Test (UCT) means a cost-effectiveness test that measures the net costs 
of.a DSM or EE program as a resource option based on the costs incurred by the 
utility (including incentive costs.paid by t_he utility to or on behalf of participants) 
and excluding any net·costs incurred by the participant. The benefits for the UCT 
are avoided supply costs, i.e., the rcdllction in generation· capacity costs, 
transmission,and distribution.costs, and energy costs caused-by a load reduction, 
The _avoided· supply costs shall be calculated using net program savings, i,e., 
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savings net of changes in energy use that would have happened in the absence. of 
the program. The costs for the UCT are the net. program or portfolio. costs 
ihcurred by the utility and the·inCreased supply costs for riny periods in which·1oad 
is increased. Utility costs include initial ·and annual costs, such as the cost of utility 
equipment, O&M, installation, program admini'stration, incentives paid to 
participants and participant dropout and removal of equipment (less salvage value). 

16. Vintage year means an identified ·12~month period iri which-a specific DSM or 
EE measure.is installed for an-individual participant or group of participants. 

17. This· Mechahism shall continue until tenninated pursuant to 'Order of the 
Commission. 

App_lication for Approval 9f Programs 

18'. In evaluating ·potential DSM/EE measures and .programs for selection and 
implementation, Duke Energy Caro1inas will first perform a_ qualitative. measure 
screening to ensure measures:are: 

(a) Commercially availal::ile and sufficiently-mature. 
(b) Applicable to the Duke Energy Carolinas service·area demographics 

and climate. 
(c) Feasible.fora utility DSM/EE program. 
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19. Duke Energy Car0linas will then further screen EE and DSM.measures for cost
effecUveness. For·purp0ses of this screening, estimated incicmerital EM&V costs 
attributable .to the measures shall be included in the measures' costs. With the 
exception, of measures ·included in LoW-lncome Programs ,or other non-cost
effective programs' with-similar societal beriefits-as approved by the Commission; 
an EE or DSM measure with an estimated UCT result less than 1,0 will not be 
considered further, unless the measure can·be bundled into an.EE or DSM Program 
to enhance the overall cost- effectiveness of that program. Measures under 
consideration for bundling, whether as part·of a new Program or into an existing 
Program, s~ould, unless otherwise approved by the C0mmission, be consistent with 
and related to the measure technologies, and/or delivery channels currently.offered 
in the existing Program or to be otherwise offered in the new Program. 
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20. With the exception of Low-Income Programs or other non-'-COst-effective programs 
with similar societal benefits as approved by the Commission, all programs 
submitted for approval will have an estimated UCT result greater than 1.00. 
Additionally, for purposes of calculating cost-effectiveness for program approval, 
consistent with the Commission's Orders in Docket Nos .. E-7, Sub I l30·and E-7, 
Sub 1164, the Company shall use projected avoided capacity and energy benefits 
specifically calculated for the program, as derived from the underlying resource 
plan, production cost model, and cost inputs that generated the avoided capacity 
and avoided energy credits renected in the most recent Commission-approved 
Biennial Determination of Avoided Cost Rates for Electric Utility Purchases from 
Qualifying Facilities as of the date of the filing for the new program approval. 
However, for the calculation of the underlying avoided·energy credits to be used to 
derive the program-specific avoided energy benefits, the calculation will be b~ed 
on the projected EE,portfolio hourly shape,.rather than the assumed'24x7 lO0MW 
reduction typically used to represent a qualifying facility. For purposes of 
determining cost-effecLiveness, estimated incremental EM&V costs attributable to 
each program shall be included in program costs. Duke Energy Carolinas will 
comply, however,. with Rule. R8- 60(i)(6)(iii), which iequires that Duke Energy 
Carolinas' biennial Integrated Resource Plan, revised as applicable in its annual 
r~port, include certain information regarding the measures and programs that it 
evaluated but rejected. 

21. lfa program fails the economic test in Paragraph 20 above,.Duke Energy Carolinas 
will determine if certain measures can be removed from the program to satisfy the 
criteria established in Paragraph 20. 

22. Nothing in this Mechanism relieves Duke Energy Carolinas from 
its obligation·,lo comply with Commission Rule R8-68 wh~n filing for approval 
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of DSM or EE measures or programs. As specifically required by 
Rule R8-68(c)(3)(iii), Duke Energy Carolinas s_hall; in its filings for approval of 
measures and programs, describe in detail the industry-accepted methods to be used 
to coilcct and analyze data; measure. and analyze .program participation; and 
evaluate, measure, verjfy, and validate estimated energy and peak demand savings. 
Duke Energy Carolinas shall provide a schedule for reporting the results of this 
EM&V process to the Commission. The EM&V process description should 
describe not only the methodologies used to produce the impact estiffiates utilized, 
but also'any methodologies the Company considered ahd rejected. Additionally, if 
Duke Eiiergy Carolinas plans to use an independent third party for purposes of 
EM&V, it shall identify the third party·and include all third-party costs in its filing. 
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23. For those programs first approved in Duke Energy Carolinas' South .Carolina 
jurisdiction and subsequently in its North Carolina jurisdiction, net dollai savings 
achieved in the .South Carolina jurisdiction will be eligible' for consideration of 
inclusion in the detennination of.the incentive to:be approved ~y the Commission. 

Program Management 

24. In each annual DSM/EE cost recovery filing. Duke Energy Carolinas shall perfonn 
prospective cost-effective test evaluations for each of its approved DSM and EE 
programs, (b) perfonn prospective aggregated portfq_lio-level cost-effectiveness 
test evaJuations for its approved DSM/EE programs (including any common costs 
not reasonably assignable or allocable to individual programs), and (c) include 
these prospective cost- effectiveness test results.in its DSM/EE rider application. 

25. Consistent with the Commission's Orders in Docket Nos. E-7, Sub 1130 and E-7, 
Sub 1164, for purposes of calculating prospective cost-effectiveness in each 
DSM/EE rider proceeding to be used to determine whether ·a program should 
remain'.in the portfolio, the Company shall assess each program by: 

(a) Using projected avoided capacity and energy benefits specifically 
calculated for each program, as.derived from the underlying resource plan,, 
production Cost model, and cost inputs that generated the avoided capacity 
and avoided energy credits reflected in the most recent Commission
approved Biennial Detennination of Avoided Cost Rates Tor-Electric Utility 
Purchases from Qualifying Facilities as of December 31 of the year 
immediately preceding the date of the annual DSM/EE rider 
fil_ing. However, for the calculation of the 
underlying avoided energy credits to be used to derive the program-specific 
avoided energy benefits, the calculation will be based on the projected EE 
portfolio hourly shape, rather than the assumed 24x7 
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100 MW,reduction typically used to represent a qualifying facility; and, 

(b) Evaluating each cost-effectiveness ,test using projections of participation, 
savings; program costs, and benefits for the upcoming vintage year. 

26. The parties acknowledge that prospective cost-effectiveness evalua_tions are 
snapshots of.the. program's perfonnance, and that ong0illg cost- effectiveness is 
impacted by many factors outside the Company's control, including but not limited 
to market and·economic conditions, avoided costs, and government'mandates. The 
parties shall continue to work to maintain the cost-effectiveness of its portfolio and 
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individual programs. However, for any program that initially demonstrates a UCT, 
detennihed' pursuant.to Paragraph '24 above of less than 1.00, the Company shall 
include a discussion in its annua1 DSM/EE rider proceeding of the actions being 
taken to maintain or improve cost-effectiveness, or alternatively, its plans to 
terminate the program. 

27. For programs tha_t demonstrate a prospective UCT, determined pursuant to 
Paragraph 24 above, of less than 1.00 in a second DSM/EE rider proceeding, the 
Company shall include a ·discussion of what actions it has taken to imprbve 
cost-elfeCtiveness. Fluctuations cifUCT above ~d below 1.0 should be addressed 
on a case by case basis. 

2~. For programs that demonstrate a prospective UCT, deteCIDined pursuant to 
Paragraph 24 above, of less than 1.00 in a third DSM/ER rider proceeding, the 
Company shall tenninate the program effective at the end of the year followirig the 
DSM/EE rider order, unless otherwise ordered.by the Commission. 

29. The Company will seek to leverage-available state and federal funds to ·operate 
effective efficiency programs. Its·applic"ation.for such.funds will be transparent with 
respect to the cost, operation, and profitability of.programs operated with those 
funds in a manner consistent with its authorized revcnue,recovery mechanism. Use 
of such funds helps offset the participant's project costs and is s_uppleffiental to 
Duke Energy Carolinas'· incentives to parti_cipant~; As such, these funds will not 
change the impacts or cost-effectiveness of Duke Energy Carolinas' programs as 
calculated using the UCT. Further, the amount of,avoided costs recogl).ized by the 
Company will not be reduced if participants also use state or federal funds to offset 
any portiori of their project Costs. 

Program Modifications 
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30. Modifications to Commission-approved DSM/EE programs.will be made using the 
Flexibility Guidelines filed on February 6,. 2012, in Docket No. E- 7, Sub·831, and 
approved July 16, 201-2, .by the Commission. Modifications filed with the 
Commission for approval will be evaluated under the same guidelines and 
parameters used in DEC's most recently-filed DSM/EE rider proceeding. 

31. If Under the Flexibility Guidelines Commission approval of a modification is 
required, the Company shall file a petition prior to the implementation of the 
program change no later than 30 days prior to the proposed effective date, pursuant 
to Commission Rule R8-68. 
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32. If under the Flexibility Guidelines· aclvance notice is required, Duke Energy 
Carolinas shall file all program changes no later than 45 days prior to the proposed 
effective date of the· change using. the Advance Notice Program Modifications 
Reporting Template (Template). If any party has conCeril about 'the proposed 
program.modificat_ion, it shall file comments·with·the Commission within 25 days 
of the Company's filing. 

33. The Company shall file on a quarterly basis using the Template a no_tification of all 
program ,changes that have been rf:tade without Commission preapproval or 
advance notice. 

34. Whenever a change. in a pi"ogram or measure goes into effect, the baseline cost 
eff~ctiveness.test results should be reset for the purposes of applying the.Flexibility 
Guidelines to subsequent modifications. 

Evaluation, Measurement and Verification 

35. EM&V of programs, -conducted by an independent third-party using a nationally 
recognized protocol, will be perfonned to ensure that programs remain 
cost-effective. This protocol may be modified with approval of the Commission to 
reflect the evolution of best practices. 

36. EM&V will also include updates of any net-to-gross (NTG) factors related to 
previous NTG estimates·.for programs and measures. All of the Updated information 
will be used in· evaluating th!:l continued cost-effectiveness of existing programs,, 
btit updates to NTG estimates will not-be.applied retrospectively'to measures that 
have already been installed or programs_ -that have already been· completed. 'If it 
becomes apparent· during the implementatlon of a program .that N°TG factors are 
substantially different th~ antic.ipated, the Company will file _appropriate program 
adjustments with the Commission. 
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37. Pursuant to the EM&V Agreement approveQ·.by the Commission·in Docket No. E-
7, Sub 979, for. the Co'mpany's EE programs, with the exception of the Non
Residential Smart$aver Custom Rebate Program, initial EM&V results shall be 
applied retrospectively to the beginning of the program· offering to replace ·initial 
estimates of impacts. For the purposes of the vintage true-ups, these ini_tial EM& V 
results ~ill be considered'actua.1-results for a program until the next EM&V results 
are received. 'The new" EM&V results .will then be.considered actual results going 
forward and applied prOspectively for the purposes of truing up vintages from the 
first day of the month immediately following the ·month. in which the. study 
participation sample for the EM& V was completed. This EM& V will then continue 
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to apply and be considered actual results until it is superseded by new EM&V 
results, if any. 

38. EM& V for the Nori-Residential Smart$aver Custom Rebate Progf3III does not 
apply retrospectively and this program shall be trued up based on the actual 
participants and·actual projects undertaken. 

Opt:..outs,for Industrial Customers and Certain Commercial Customers 

39. Pursuant to Commission Rule R8-69(d), commercial customers with ·annual 
conswnption of 1,000,000 kWh or greater in the billing months of the prior calendar 
year and all industrial customers may, by meeting certain requirements, elect not to 
participate. in DSWEE measures for which cost recovery is allowed through the 
DSM/EE rider and the DSM/EE EMF rider. For purposes of application of this 
option, a customer is defined as a metered account billed under a single application 
of a Company rate,tariff. For commercial accounts, once one account meets the opt
out eligibility requirement, all other accounts billed to the same entity with lesser 
annual usage located on the same or contiguous properties are also eligible to opt 
out of the DSM/EE rider and the.DSM/EE'EMF rider. 

40. Pursuant to the Commission's Orders in Docket No. E-7, Sub 938, eligible 
non-residential .Customers. may opt out of either or both of the DSM and 
EE categqries of programs-for one or more vintage years, as well as opt back into 
either or both the categories for a later vint<!,ge year. Ifa customer·opts back into 
the DSM ·category, it cannot opt out again for three years; however, a customer has 
the,freedom to opt in or out of the EE category for each vintage year. Additionally, 
if a customer opts out 6f paying th~ Rider for a vintage year after one or more in 
which the customer was •:opted in"; the Company can charge the customer 
subsequent DSWEE and DSM/EE EMF Riders only for those vintage years in 
which the customer actually participated in a DSM/EE program. 

41. Eligible customers may opt out of the Company's EE or DSM programs 
each calendar year during the annual two-month enrollment period between 
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November 1 and December 3 I immediately prior to a new DSM/EE rider becoming 
effective on January I. Eligible new customers have sixty days after beginning 
service to opt out 

42. In addition to the two month opt out period between November 1 and December 31 
prior to the new DSWEE rider becoming-effective, during the first week of March 
(5 business days), customers who have previously opted out may elect to opt in and 
participate in EE and/or DSM programs during-the remainder of the vintage year. 
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Any customer choosing to·opt in during the March window would be back-biiled 
for the rider amountthatthey would have paid had the chosen to participate during 
the November/December enrollment period. 

43. Duke Energy Carolinas will Continue to conduct quarterly 1;;ollaborative stak_eholder 
meetings for the purpose of collaborating on new pfogram ideas, reviewing 
modifications to existing programs, ensuring an-accurate .public understanding of 
the programs and funding. reviewing the EM&V process, giving periodic.status 
reports on program progress, helping to set EM&V priorities, providing 
recommelldations for the·submission of applications to revise or extend programs 
and rate structures, and guiding efforts to expa:nd'cost-effective programs for low
income customers. 

44. The Collaborative should.continue to be comprised of a broad spectrum of regional 
stakeholders that represent a balanced interest in the Coinpany's DSM/EE effort 
and its 'impacts, as well as national EE advocates and experts. A third party may 
facilitate the discussions. The collaborative will co_ntinu~ to determine its Own,rules 
of operation, including the process for setting the agendas and activities of the 
group, consistent with these terms. Members agree to participate· in the advisory 
group in good faith consistent with mutually agreed upon rules of participation. 
Meetings are open fo additional parties who agree to the participation rules. 

45. Duke Energy Carolinas will provide infonnation related to the development,ofEE 
and DSM to stakeholders in,a transparent manner. The Company agrees to disclose 
program-relaled data at a levef of detail similar to that which it has disclosed in 
other ·states or as disclosed by other regulated utilities in the Carolinas. The 
Company will share all aspects of the development and evaluation- of programs, 
including the EM&V process. 

46. At its discretion, the Company" may require confidentiality agreements with 
members-who wish to review confidential data or any calculations that could be 
used to determine the data. Disclosure of this data would harm Duke Energy 
Carolinas competitively and could result in financial harm to its customers. 
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47. Participation in the advisory group shall not preclude any party from participating 
in any Commission proceedings. 
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General Structure of Riders 

48. All DSM/EE and DSM/EE EMF riders shall be calculated and charged to customers 
based on the revenue requirements for each separate vintage year. Separate 
DSM/EE and DSM/EE EMF riders shall be calculated for the Residential customer 
class and those rate schedules within the Non- Residential customer class that have 
Duke Energy Carolinas DSM/EE program options in which they can participate. 
One integrated (prospective) DSM/EE rider and one integrated DSM/EE EMF rider 
shall be calculated for the Residential class, to be effective each rate year. The 
integrated Residential DSM/EE EMF rider shall include all true-ups for each 
vintage year appropriately considered in each proceeding. Pursuant to the 
Commission's·Orders in Docket No. E-7, Sub 938, separate DSM and EE billing 
factors shall be.calculated for the Non-Residential class. Additionally. the Non
Residential DSM and· EE EMF billing factors ·shall be determined separately for 
each vintage year appropriately considered in each proceeding, so that the factors 
can be appropriately charged to Non- Residential customers based on their opt
in/out status and participation for each vintage year. 

48A The annual filing date of DEC's DSM/EE rider application, supporting testimony, 
and exhibits will be no• later than 98 days prior to the hearing date prescribed by 
Commission Rule (currently the first Tuesday of June of each calendar year). 
Should the Company become aware prior to filing of a detennincd or possible 
change in the hearing date, the Company shall strive to file its application and 
associated documents no later than 98 days prior to the changed hearing date. 

48B. DEC shall not request that the annual hearing to consider the proposed DSM/EE 
and DSM/EE EMF riders be held sooner than 98 days after the filing date of the 
Company's application, supporting tcstimony,,and Exhibits. 

Cost Recovery 

49. As provided in Ruic R8-69 and N.C. Gen. Stat. § 62-133.9(d), Duke Energy 
Carolinas shall be allowed to recover, through the DSM/EE rider, all 
reasonable and prudent costs reasonably and appropriately estimated to be 
incurred in expenses during the current rate period for DSM nnd EE programs 
that have been approved by thi: Commission under Rule R8-68. As pennittcd 
by N.C. Gen. Stat.§ 62-133.9(d), any of the Stipulating Parties 
may propose a procedure for the deferral and amortii.ation in future 
DSM/EE riders of all or a portion ofDuke·Energy Carolinas' reasonable and 
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prudent costs to the extent those costs are intended to produce future benefits. 

SO. The DSM/EE EMF rider shall reflect the difference between Lhe reasonable and 
prudent costs incurred during the applicable test period (vintage year) and the 
revenues actually realized during suCh test period under the DSM/EE rider then 
in effect. 

5 I. The cost and expense information filed by Duke Energy ·Carolinas pursuant to 
Commission Rules R8-68(c) and R8-69(f) shall be categorized by measurement 
unit or program, as applicable, and vintage year, consistent with the presentation 
included in the Company's application. 

52. In accordance with Commission Rule R8-69(b)(6), Duke Energy Carolinas may 
implement deferral accounting for over- and Under recoveries of costs that are 
eligible for recovery through the annual DSM/EE rider. The balance in the deferral 
account(s), net of deferred income taxes, may accrue a return at Lhe net-of-tax rate 
of return approved in Duke Energy Carolinas' then most recent general rate case. 
The methodology used for Lhe calculation of interest shall be the same a::; that 
typically utilized for the Company's Existing DSM Program rider proceeding 
(taking into account any extensions of the EMF measurement period pursuant to 
Commission Rule R8- 69(b)(2)). Pursuant to Commission Rule R8-69(c)(3), the 
Company is not allowed to accrue a return on Net Lost Revenues or Lhe PPL 

53. For purposes of cost recovery through Lhe DSM/EE and DSM/EE EMF riders, 
system-level costs shall be allocated to the North Carolina retail jurisdiction by use 
of Lhe North Carolina and South Carolina allocation determinants in the following 
manner (no costs of any approved DSM or EE program will be allocated to the 
wholesale jurisdiction): 

(a) For EE programs, the costs of each program will be allocated based on the 
annual energy requirements of North Carolina and South Carolina retail 
customers (grosse.d up for line losses), as. reflected in the annual cost' of 
service studies. 

(b) For DSM programs, the aggregated costs of DSM programs will be 
allocated based on Lhe annual summer coincident peak demand of North 
Carolina and South Carolina retnil customers, as reflected in the annual cost 
of service studies. 

54. The allocation factors and inputs used to allocate the estimated rate period costs of 
DSM and EE programs shall be Lhose drawn from the most recently filed cost of 
service study at the time Lhc annual cost recovery filing is made. The allocations of 
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costs shall be trued up at the time that finalized and trued- up costs for a given test 
period are initially passed through the DSM/EE 
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EMF, using the most recently filed cost of service study at the time the filing is 
made (but for no later year than the vintage year being trued up). For subsequent 
true-ups of that vinlage year, the cost of service study used will be the same as that 
used for the initial true-up. 

55. For purposes of recovery through the DSM/EE and DSM/EE EMF riders, the 
Company's North ·Carolina retail juriSdictional costs for approved DSM and 
EE programs and measures shall be assigned or allocated to North Carolina retail 
customer ·classes as follows. For EE programs offered to Residential or 
Non-Residential customers, the North Carolina retail jurisdictional costs will be 
directly assigned to the customer group to which the program is offered. For 
DSM progl<!ms, the aggregated North Carolina retail jurisdictional cost of those 
programs will be allocated to the Residential and Non-Residential classes based on 
the contribution of each class to the North Carolina retail jurisdictional peak 
demand used to make the jurisdictional allocation. The process of estimating and 
truing up the class assignments and allocations will be the same as practiced for 
jurisdictional allocations. 

Net Lost Revenues 

56. Unless otherwise ordered by the Commission, when authorized pursuant to 
Rule R8-69(c), Duke Energy Carolinas shall be pennitted to recover, through the 
DSM/EE and DSM/EE EMF riders, Net Lost Revenues. associated with the 
implementation of approved DSM or EE measurement wiits, subject to the 
restrictions set out below. 

57. The North Carolina relail kWh sales reductions that result from an approved 
measurement unit installed in a given vintage year shall be eligible for use in 
calculating Net Lost Revenues eligible for recovery only for the first 36 months 
afier the installation of the measurement unit. Thereafter, such kWh sales 
reductions will not be eligible for calculating recoverable Net Lost Revenues for 
that or any other vintage year. 

58. Programs or .measures with the primary purpose of promoting general awareness 
and education of EE and DSM activities, as well as research and development 
aetivities, are ineligible for the recovery of Net Lost Revenues. 
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59. In order to recover estimated Net Lost·Revenues·associated with'·a pilot program or 
measure, Duke Energy Carolinas must, in its application for program or measure 
approval, demonstrate (a) that the program or measure is ofa type that is intended 
to ·be developed into a full-scale, Commission-approved program or measure, and 
(b) that it will implement an EM&V plan based on industry-accepted_.protocols for 
the program or measure. No pilot program or measure will be eligible for Net 
Lost Revenue 
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recovery upon true-up unless it (a) is ultimately proven to have been cost-effective, 
and (b) is developed into a full-scale, commercialized program. 

60. Notwithstanding the allowance of36 months' Net Lost Revenues associated with 
eligible kWh sales reductions, the kWh sales reductions that result from 
measurement units installed shall cease being eligible for use in calculating Net 
l'..ost Revenues as of the effective.date of (a) a Commission- approved alternative 
recovery mechanism that accounts for .the eligible Net Lost Revenues associated 
with eligible kWh sales reductions, or (b) the implementation of new rates approved 
by the Commission in a general rate case or comparable proceeding to the extent 
the.rates set in the,general rate case or comparable proceeding are set to explicitly 
or implicitly recover the Net Lost Revenues associated with those kWh sales 
reductions. 

61. Recoverable Net Lost Revenues shall be calculated in a manner that appropriately 
reflects the incremental revenue losses suffered by the Company, net of avoided 
fuel and non-fuel variable O&M expenses. 

62. Total Net Lost Revenues as measured for the J6.:month period identified in 
paragraph 57 above shall be reduced by Net Found Revenues during the sllffie 
peri0ds (offset by any negative found revenues found-appropriate and reasonable 
by the Commission pursuant to the provisions of Paragraph 7 of this Mechanism 
and other factors deemed applicable by the Commission). The "decision tree" 
adopted by Order in Docket No. E-7, Sub 831 on February 8, 2011, should be 
applied for determining what constitutes Net Found Revenues. Duke Energy 
Carolinas shall closely monitor its utility activities to determine if they are causing 
a customer to-increase demand or consumption, and shall identify and track all such 
activities with the aid of the "decision tree," so that they may be evaluated by ~ 
intervening parties and the Commission as potential Net Found Revenues. Net 
found revenues shall be calculated in an appropriate and reas1;mable manner that 
mirrors the calculation used to determine Net Lost Revenues. 
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63. Recoverable Net Lost Revenues shall ultimately be based on kWh sales reductions 
and kW savings verified by the EM&V process and approved by the Commission. 
Recoverable Net Lost Revenues shall be estimated and trued-up, on a vintage year 
basis, as follows: 

(a) As part of the DSM/EE rider approved in each annual cost and incentive 
recovery proceeding, Duke Energy Carolinas shall be allowed to recover 
the appropriate and reasonable level of recoverable Net Lost Revenues 
associated with each applicable program and vintage year (subject to the 
limitations set forth in this Mechanism), estimated to be experienced 
during the rate period for which lhc DSM/EE rider is being set. 
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(b) Net lost revenues related to any given program/measure and vintage year 
shall be trued-up through the DSM/EE EMF rid.er ih subsequent annual cost 
and incentive recovery proceedings based on the Commission-approved 
results of lhe appropriate EM&V studies related to the program/measure 
and vintage year, as detennincd pursuant to the EM&V Agreement. 

(c) The true-up shall be calculated based on the difference between projected 
and actual recoverable Net Lost Revenues for each measurement unit and 
vintage year under consideration, accounting for any differences derived 
from the completed and reviewed EM&V studies, including: (1) the 
projected and actual number of installations per measurement unit; (2) the 
projected and· actual net kWh and kW savings per installation; (3) the 
projected and actual gross lost revenues per kWh and kW saved; and (4) the 
projected and actual deductions from gross lost revenues.per kWh and kW 
saved. 

(d) The reduction in Net Lost Revenues due to Net Found Revenues (offset by 
any approved and applicable negative found revenues) shall be trued up in 
a manner consistent with the true-up of Net Lost Revenues. 

(e) The combined total of all vintage year true-ups calculated in a given year's 
Rule R8~69 proceeding shall be incorporated into the appropriate DSM/EE 
EMF billing factor. 

64. Recoverable Net Lost Revenues shall be directly assigned. to the program and 
vintage year with which they are associated. 
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Portfolio Performance Incentive (PPI) and Program Return Incentive (PRI) 

65. When authorized pursuant to Rule R8-69(c), Duke Energy Carolinas shall be 
allowed to collect a PPI and PRJ, as each is.applicable, for its DSM/EE portfolio 
for each vintage year, separable into ·Residential, Non-Residential DSM, and 
Non-Residential EE categories. The PPI ilnd PRI, as applicable, shall be subject to 
the restrictions s~t out below. 

66. Programs or measures with the primary purpose·of promoting general awareness of 
and education about EE and DSM activities, as well as research and development 
activities, are ineligible to be included in the portfolio for purposes of the PPI or 
PRJ ca1culations. 

67. Unless (a) the' Commission approves Duke Energy Carolinas' specific 
request that a pilot program or measure be eligible for PPI or PRI inclusion 
when Duke Energy Carolinas seeks approvaJ of that program or measure, 
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and (b) the pilot is ultimately commercialized; pilot programs or measures are 
ineligible for and the ·benefits and costs associated with those pilots will not be 
factored into the ca1culation of the PPI or PRI. 

68. In its annual filing, pursuant to Commission Rule R8-69(f), Duke Energy Carolinas 
'shall file an exhibit that indicates, for each Program or Measure for wliich it seeks 
a PPI orPRI, the annual projected and actual ut_ility costs, participant costs,·number 
of Measurement Units installed, per kW and kWh impacts for each Measurement 
Unit, and per •kW· and kWh avoided costs for each Measurement Unit, consistent 
with the UCT, related to the applicable Vintage Year installations that it requests 
the Commission to approve. Upon its review, the Commission will make findings 
based on Duke Energy Carolinas' annual filing for each Program or Measure that 
is included in an estimated or trued-up PPI or PRJ calculation for any given 
Vintage Year. 

69. Low-Income programs and other specified societal programs approved with 
expected UCT results less than 1.00 and other non-cost-effective programs with 
similar societal benefits as approved by the Commission shall not be included in 
the portfolio for purposes of the PP[ calculation until they demonstrnte.UCT results 
greater than 1.00. However, such programs will be ·eligible for the PRI, if so -:,-
approved by the Commission, until they demonstrate UCT results greater than 1.00. 

70. The PPI shall be based on net dollar savings for Duke Energy Carolinas' 
DSM/EE portfolio, as calculated using the UCT, on a total system basis. The North 
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Carolina retail jurisdictional and class portions of the system- basis net dollar 
savings shall be detennined in the same manner as utilized to detenninc the North 
Carolina retail jurisdiction_al and class portions of recoverable system cosls. 

71. Unless the Commission detennines otherwise in an annual DSM/EE rider 
proceeding, and subject to the. factors and limitations set forth elsewhere in this 
Mechanism, beginning for Vintage Year 2022, the amount of the pre- income-tax 
PPI initially to be recovered for the entire DSM/EE portfolio for a vintage year 
shall be equal to I 0.60% multiplied·by the present value of the estimated net dollar 
savings associated with the DSM/EE portfolio installed in that vintage year, 
calculated by DSM/EE program using the UCT (and ex.eluding 
Low -Income Programs and other specified societal programs). The present value 
of the estimated net dollar savings shall be the difference .between the present 
value of the annual lifetime avoided cost savings for measurement units projected 
to be installed in that vintage year and the present value of the annual lifetime 
program costs for those measurement unils. The annual lifetime avoided cost 
savings for measurement units installed in the applicable vintage year shall be 
calculated by multiplying the number of each specific type of m~asurcment 
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unit projected to be·installed in that vintage year by the most current estimates of 
each lifetime year's per installation kW and kWh savings and by the most current 
estimates of each Iifetime·year's per kW and kWh avoided costs. In calculating the 
forecastcd initial PPI it will be assumed that projections will be achieved. 

72. Beginning with Vintage Year 2022, the dollar amount of the pre-tax PPI ultimately 
allowed for each Vintage Year, after true-up pursuant to Paragraph 83 of this 
Mechanism, shall be no greater than the dollar aniount that produces a 19.50% 
margin over the aggregate pre-tax Program ·Costs for the Vintage Year of those 
programs in the Portfolio that are eligible for the PPL Likewise, the dollar amount 
of the pre-tax PPI ultimately allowed for each Vintage Year, after true-up pursuant 
to Paragraph 83 of this ·Mechanism, shall be no less than the dollar amount that 
produces the following margins over the aggregate pre-tax Program Casis for the 
Vintage Year of those.programs in the Portfolio that are eligible for the PPL 
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Vintage Year 2022: 

Vintage Year 2023: 

Vintage Year 2024: 

Vintage Year2025.and afterwards, until 
the next Mechanism review 
is completed: 

10.00% 

6.00% 

2.50% 

2.50% 

When malcing its initial estimates of the PPI pursuant to this Mechanism, Duke 
Energy Carolinas shall utilize the best and most a~curate estimate of the margii, 
and the resulting PPI percentage it can determine at that time. 

73. At the outset of the application of this Mechanism,•the entire PPI related toa vintage 
year shall be recoverable in the rate period covering that vintage year (subject to 
true-up). Howevf;r, any of the Stipulating Parties may propose a procedure to 
convert a vintage year PPI into a stream of levelized annual payments not to exceed 
ten years through Vintage Year 2021., accounting for .and incorporating Duke 
Energy Carolinai;' overall weighted average net-of-t~ rate of return approved in 
Duke Energy Carolinas' most recenl.general rate case as the appropriate discount 
rate. After Vintage Year 202 l, the PPI will be recovered in the proceedings in 
which the applicable Vintage Year's revenue requirements are estimated or trued 
up. Levelized annual payments applicable to Programs in prior vintage periods will 
continue until all such amounts,are recovered. 
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74. The PRI shall be based on the gross avoided costs ofthosc·programs eligible for 
the PRI. The North Carolina retail jurisdictio1_1al and class portions of the system
basis • gross dollar savings shall be detennined in the same manner as utilized to 
determine the North Carolina retailjurisdictional and class portions of recoverable 
system costs. 

75. Unless the Commission detennines otherwise in an annual N.C. Gen. 
Stat.§ 62-133.9 DSM/EE rider proceeding, and subject to the factors and 
limitations set forth in this Mechanism, beginning for Vintage Year 2022 the 
amount of the pre-income-tax PRI initially to be recovered for Low Income 
Programs and· other specified societal programs not eligible for a PPI shall be a 
percentage, as detennined pursuant to this Mechanism, multiplied by the present 
value of the estimated gross dollar avoided cost savings associated with the 
applicable DSM/EE Programs installed in that Vintage Year, used in detennination 
of the. UCT. The present value of the estimated gross dollar savings shall be 
detennined in the same manner as used for Programs eligible for the PPL 
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76. The percentage used to determine the estimated PRI for each Vintage Year shall be 
10.60%. This percentage wi11 be milltiplied by the Vintage Year avoided costs 
projected_ to be"·generated by .ea!?h !J.pproVed PRI-eligible,program. When making 
its initial estimates ofthe·PRI, O:~P shall utilize the best and most accurate estimate 
of the UCT and the resulting PR! ·percentage it-can detennine 3Hhat'time. 

77. For the PPI and PRI for Vintage·Years 2019 and afterwards, consistent·with the 
Commission's Orders in Docket Nos. E-7, ~uh 1'130 and E-7, Sub I 164, the 
program-specific per kW avoided capacity benefits and per kWh avoided energy 
benefits used for the initia1 estimate of the PPI and PRI and any PPI or PRI true-up 
will be derived from the underlying resource plan, production cost model;and cost 
inputs that generated the avoided capacity and aYoided. energy credits reflected.in 
the tnost recent Commission- approved Biennial Detenriination of AVoided Cost 
Rates for Electric Utility-Purchases from Qualifying Faciliti_es as of December 31 
Of the year immediately preceding th_e date of the-annual DSM/EE rider filing. 
However, for the calculaiion of the uhderlying avoided energy-credits to be used to 
derive the program-specific; avoided energy benefits, the·calculation will be based 
on the projected EE portfolio hourly shape, rather than the £1Ssliriled 24x7 100 MW 
reduction iypic3.lly used to.representa·qualifying.facility. 

78. No later than December 31, 202_1, Duke-Energy Carolinas and the Public'StaffwilJ 
jointly review the issue of the appropriate avoided T&D costs to be used in· the 
Company's prospective calculations ofcost-effectiVeness and-achieved het dollar 
savings, and, if appropriate,. recommend in the Company's annual .DSM/EE rider 
proceeding adjustments to-the avoided T&D cost rates. 

' ! 

79. 

80. 

81. 
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The per kW avoi!fed transmission and avoided distribution (avoided T&D) costs 
used to calculate net savings for-a Vjntage.Year shall be based on the study ·update 
at least-every three years only if the study-update results in-a·20% change from the 
prior study's avoided T&D costs. 

Unless the.Stipulating Parties agree otherwise, Duke Energy Carolinas shall not.be 
allowed .to update-its avoid¢ capacity.co::;ts and.avoided.energy costs after filing 
its annual cost and 'incentive recovery applicaliOn-for purposes·of detennining the 
DSM/EE and DSM/EE EMF riders in .that proceeding; 

When Duke Energy Carolinas files.for its annual cost recovery under Rule R8-69, 
it shall comply with. the fifing requirements of Rule R8-69(f)(l)(iii), reporting all 
final measurement-and verification data to.assist the Commission and Public Staff. 
in their review and monitoring-of the Impacts.of the DSM and EE measures~ 
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82. Duke Energy Carolinas bears the burden of proving all dollar savings and costs 
included in calculating the PPI and PR!. As provided in Rule R8-68(c)(3)(iii), Duke 
Energy Carolinas shall be responsible for the EM& V of energy and peak demand 
savings consistent with its EM&V plan. 

83. The PPI and,PRI for e_ach vintage year shall ultimately be based-on net or gross 
dollar suvings,.as applicable,.as verified by the EM&V process and approved by 
.the Commission. The PPI and PRI for each vintage year shall be· trued-up as 
follows: 

(~) As part of the DSM/EE rider approved in each annual cost and incentive 
recovery proceeding, Duke Energy Carolinas shall be allowed to recover an 
appropriately and reasonably estimated PPI _ and PRI (subject to the 
limitations set forth in this Mechanism) associated with the vintage year 
covered by the rate period in which the DSM/EE rider is to be in effect. 

(b) The PPI and PRI related to any given-vintage year shall be trued-up through 
the DSM/EE EMF rider in subsequent annual cost and incenlive .. recovery 
proceedings based on the Commission-approved results.of the appropriate 
EM&V studies related to the program/measure and vintage year, as 
determined pursuant to the.EM&V Agreement 

( c) The PPI amount ultimately to be recovered for a given vintage year shall be 
based on· the present value of the actual net dollar savings derived from all 
measurement units installed in that. vintag~ year, as associated with each 
DSM/EE program- offered during that year (excluding Low Income 
Programs and other specified societal 
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programs), and calculated-by DSM/EE program using the UCT. The present 
value of the actual net dollar Savings shall be the difference between the 
present yalue.ofthe annual lifetime avoided cost savings for measurement 
units installed in that vintage year and the ·present value of the annual 
lifetime program costs for those measurement units. The annual lifetime 
avoided cost savings for measurement units installed in the applicable 
vintage year shall be calculated by multiplying-the number of each specific 
type of measurement unit installed in that vintage year by each lifetime 
year's per installation kW and kWh savings (as verifi~d by the appropriate 
EM& V study pursuant to the EM& V agreement) and_ by each lifetime year's 
per kW and kWh avoided costs as detennined when calculating the initially 
estimated PPI for the vintage year. The ultimate PPI will also be subject to 
the additional factors and limitations set forth in this Mechanism. The 
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Stipulating Parties agree to make all reasonable efforts to ensure that all 
vintages are fully trued-up within 24 months of the vintage program year. 

(d) The amount of the PRI ultimately to be recovered for.a given Vintage Year 
shall be based on the present value of the actual gross dollar savings derived 
from all Measurement Units installed in that Vintage_ Year, as associated 
with each DSM/EE program offered during that year that is eligible for the 
PRI. Furthem1ore, the percentage used to determine the final PRI for each 
Vintage Year will be based on the Company's ability to maintain or improve 
the_cost effectiveness of the PRI-eligible programs. The PRI percentage for 
each PRI-eligible Program will be detem1ined by comparing (I) the 
projected· UCT ratio for the portfolio- of PRI-eligible Programs for the 
Vintage Year at the time of the Company's DSM Rider filing first 
estimating that projected Vintage Year UCT ratio.to (2) the actual UCT ratio 
achieved for that portfolio of PRI-eligible Programs as that Vintage Year is 
trued up in future filings. The ratio (UCT actual/UCT estimate) will then be 

, multiplied by 10.60% to determine the PRI percentage that will be.applied 
to the actual avoided costs generated by each approved PRI- eligible 
program. At no time will the PRJ percentage titilized fall below 2.65% or 
rise·above 13.25%. The present value of the estimated gross dollar savings 
shall be determined in the same manner as used for determining the 
recovery of the ultimate PPL The ultimate PRJ. will also be subject to the 
additional factors and limitations set forth in this Mechanism. The 
Stipulating Parties agree to make all reasonable efforis to ensure that all 
vintages are fully trued-up within 24 months ofthe vintage program·year. 

(e) A_ program's eligibility for a PPI or PRJ will De determined at the time 
of filing the projection for a Vintage Year and will continue to be 
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eligible for the same.incentive at the time of the Vintage Year true- up. 

(f) Ifa program previously eligible for a PRI becomes cost e!Tective under the 
UCT, it will no longer be eligible to receive a PR! in the next projected 
Vintage Year for the program, but will be eligible for the PPI. 

84. The combined total of all vintage year true-ups of the PPI calculated in a given 
year's ·Rule RS-69 proceeding shall be incorporated into the appropriate DSM/EE 
EMF billing factor. 
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85. The PRI will be detennined on the basis of the avoided costs employed in the 
determination of the UCT. PRI amounts will be assigned to the Program in which 
they were earned. 

86. The PPI for each vintage year shaJI be allocated to DSM and EE programs in 
proportion to the present value net dollar savings of each program for the vintage 
year, as calculated pursuant to the method described herein. 

Other Incentives 

87. As further incentive to motivate-the Company to aggressively pursue savings from 
cost-effective E-E and· DSM Programs, if the Company achieves annual energy 
savings of 1.0% of the prior year's Duke Energy Carolirias system retail electricity 
sales, in any year i:luring the four-year 2022-2025 period, the Company will receive 
an additional incentive·of$500,000 for that year. During that same period, if the 
Company Jails to achieve annual energy savings of0.5% of retail sales, net of sales 
associated with customers opting out of the Company's EE programs, the Company 
will reduce its EE revenue requirement by $500,000. Verification of this 
achievement will be obtained through the EM&V process discussed elsewhere in 
this Mechanism. 

Financial Reporting Requirements 

88. In its quarterly ES-I Reports to the Commission, Duke Energy Carolinas shall 
calculate and present its primary North Carolina retail jurisdic"tionaJ earnings by 
including all actual EE and DSM program revenues, including PPI and Net Lost 
Revenue 'incentives, and costs. Additionally, the Company shall prepare and 
p~sent (a) supplementary schedules setting forth its North Carolina 
retailjurisdictional earnings excluding the effects of the PPI;(b) 
supplementary schedules setting forth its North Carolina retail 
jurisdictional earnings excluding the effects of the Company's EE and DSM 
programs; and (c) supplementary schedllles setting forth 
earnings, including overall rates of return, returns on common equity, and margins 
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over program costs aclually realized from its EE and DSM programs in total and 
stated separately by program class (program classes are hereby defined to be 
(i}EE programs .and (ii) DSM programs). Detailed workpapers shall be provided 
for each scenario-described above. Such workpapcrs, at a minimum, shall clearly 
show actual revenues, expenses, taxes, operating income, rate base/investment, 
including components, and the applicable capitalization ratios and cost rates, 
including overall rate of return .and return on common equity. Net lost revenues 
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realized (estimated, if not known) for each reporting period shall be clearly 
disclosed as supplemental information. 

Review of Mechanism 

89. The terms and conditioris·ofthis Mechanism shall be reviewed-by the Commission 
every four years unless otherwise ordered by the Commission. The Company and 
other parties shall submit any proposed changes to the Commission fof approval at 
the time of the filing of the Company's annual DSM/EE rider- filing. During the 
time of review, the Mechanism shall remain in effect until further order of the 
Commission revising the terms ofthe Mechanism or taking such other action as the 
Commission may deem appropriate. 

No Prcccdential Effect 

90. The tenns of this Mechanism, includirig the m"ethods and results of determining the 
PPI "and PRI, as well as the other incentives outlined in Paragraph 87, shall not be 
considered precedential for any purpose other than their application to eligible 
DSM/EE Programs and cost and utility incentive recovery associated wi_th those 
Programs. and only until-those tenns are next partially or wholly reviewed. 
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COST RECOVERY AND INCENTIVE MECHANISM OF DUKE ENERGY PROGRESS, 
LLC, FOR DEMAND-SIDE MANAGEMENT AND ENERGY EFFICIENCY PROGRAMS 

(Docke.1 No. E-2, Sub 931, as Modified hytlte Commission, to 00 Effective January l, 2022) 

Definitions 

I. Common Costs are administrative and general, or other; costs that are not 
atlributable or directly assignable to specific demand-side management (DSM) Or 
energy efficiency (EE) Programs but are necessary to design, implement, and 
operate the Programs collectively. 

2. Costs include program costs (including those of pilot programs approved by the 
Commission for inclusion in the Mechanism), common costs, and, subject to 
Rule R8-69(b), any other costs approved by the Commission for inclusion in the 
Mechanism. Costs include only those expe-nditures appropriately allocable to the 
North Carolina retail jurisdiction. 

3. lncrementol Program Costs are utility-incurred costs directly attributable and 
expended solely for a specific DSM or EE Program, and include all appropriate 
capital costs (cost of capitaJ, depreciation expenses, property taxes, and other 
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associated costs found reasonable by the Commission), implementation costs, 
incenl..ive payments to Program participants, other operations and maintenance 
costs, EM&V costs, and admin_istrative and general costs incurred specifically for 
the Program, net of any grants, tax credits, or other reductions in cost received by 
the utility from outside parties and specificaJly related to the Program'. 

4. Low-Income Programs or Low-Income Measures are DSM or EE Programs or 
DSM or EE Measures approved by the Commission to be provided specifically to 
low-income·customers. 

5. M~asure means, with respect to EE, an "energy efficiency measure," as defined in 
N.C. Gen. Stat. § 62-133.8(a)(4), that is new within the meaning ofN.C. Gen. Stat. 
§,62-:-133.9(a); and, with respect to DSM, an activity, initiative,-or Program change, 
that is new under N.C. Gen. Stat. § 6i- 133.9(a) and satisfies the definition. of 
"demand-side management" as set forth in N.C. Gen. Stat.§ 62-133.8(a)(2). 

6. Measurement Unit means the basic unit that is used to measure and track 
the (3.) incurred costs; (b) Net Lost Revenues; and (c) kilowatt (kW), 
kiloW3tt-hour (kWh), and dollar savings, net' of Net-to-gross (NTG) effecis 
for DSM or EE Measures installed in each Vintage Year. A Measurement Unit may 
consist ofan individual Measure or bund1c of Measures. 
Measurement units shall be requested by Duke Energy Progress (DEP) 
and established by the Commission for each Program in the Program approval 
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process, and shall be subject to modification by the Commission when appropriate. 
If Measurement Units have not._been established for a particular Program, the 
Measurement Units for that Program.shaJI be the individuaJ Measures,.unless the 
Commission detcnnines otherwise. 

1. Measurement Unit's Life means the estimated number of years-that equipment or 
customer treatment associated with a Measurement Unit will operate if properly 
maintained, or activities (services or customer behavior) associated with the 
Measurement Unit"will continue to be cost-effective,,and produce energy (kWh) or 
peak-demand (kW) savings, unless the C9mmission detennines otherwise. 

8. Net Found Revenues means any increases in- revenues resulting from any activity 
by DEP's· public utility operations that causes a customer to increase demand or 
energy consumption, whether or not that a~tivity has been approved pursuant to 
Commission. Rule R8-68. The dollar value of Net Found Revenues will be 
determined in a· manner consistent with the determination of the dollar value of 
NLR provided in Para~ph No .. 9 .below. In determining which activities.produce 
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Net Found Revenues, the "Decision Tree" attached to this Mechanism as 
Attachment C will be applied. Net Found Revenues may be reduced, if such 
reduction is approved as- reasonable nnd appropriate by the Commission, by a 
decrease in revenues resulting from an activity by DEP's public utility operations 
that causes a customer to reduce demand or energy consumption (negative found 
revenues). To be approved, it must be demonstrated that the activity producing the 
negative found revenues reduces the profitability of the Company. Additionally, 
the total amount of Net Found Revenues for a given vintage year will not be reduced 
lo a-level below zero by the inclusion-ofnegalive found revenues. 

9. NeJ Lost Revenues (NLR) means DEP'S revenue losses due to new DSM or 
EE Measures, net of fuel costs and non-fuel variable operating and maintenance 
expenses avoided at the time of the kilowatt-hour sale(s) lost due to the DSM or EE 
Measures1, or in the case of purchased power, in the applicable billing period 
incurred by DEP public utility operations as the result of a new DSM or 
EE Measure. PPJs shall not be considered in the calculation of NLR or 
NLR recovery. 
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10. Net-to-gross (NTG)factor means an adjustment factor used to compute the net 
kW/kWh savings by accounting for behavioral effects, including, but not limited 
to, free ridership, moral hazard, free drivers, and spillover. 

11. Portfolio Performance lncentive (PPI) means a utility incentive payment to DEP as 
a bonus or reward for adopting and implementing new (as defined in N.C. Gen. 
Stat.§ 62-133.9(a)) EE or DSM Measures and/or Programs. The PPI is based on 
the sharing of avoided cost savings, net of Program Costs, achieved by those DSM 
and EE Programs in the aggregate. Such Program Costs will be adjusted as 
discussed elsewhere in this Mechanism. The PPI is also subject to certain 
limitations as further set forth in this Mechanism. PPI excludes NLR. 

12. Program Return Incentive (PR!) means a utility incentive payment to DEP for 
adopting and implementing programs that fail to pass the Utility Cost Test, but are 
approved by the Commission due to the societal benefit they provide, such as low 
income programs. For these types of programs, the PRI will be based on a 
percentage of the NPV of the avoided costs savings achieved by those DSM and 
EE Programs. The PRI is subject to certain additional factors and limitations, as 
further set forth in this Mechanism. 

1 Avoided ruelcosl5 would technically be measured at themaiginal cost offuel avoided at the limeofthe lost kWh 
sale. However, because fuel costs themselves are subject to true-up, it is administratively easier and results in lhe same 
overall revenue requirement outcome.to measure fuel costs asrociated MLliNLR at the !hen-current approved prospective 
fuel and fuel-related cost factor. 
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13. Program means one or more new DSM or EE Measures with similar objectives that 
have been consolidated for purposes of delivery, adminislration, and cost recovery, 
and that have been adopted on or after January 1, 2007, including subsequent 
changes.and modifications. 

14. Program Costs are costs that are directly attributable or reasonably and 
appropriately allocable to specific DSM or EE Programs or groups of Prograrits (for 
purposes of setting the DSM/EE and DSM/EE EMF riders), and include all 
appropriate and reasonable Incremental Program Costs, and reasonably assigned or 
allocated administrative and general expenses and other Common·Costs, net of any 
reasonably assigned or allocated grants, tax credits, Program Cost adjusbnents as 
discussed elsewhere in this Mechanism, or other reductions in cost received by the 
utility from outside parties. 

15. Tola/ Resource Cost (TRC) lest· means a cost-effectiveness test that measures 
the net Costs ofa DSM or EE Program or portfolio as a resource option based on the 
incremental costs of the Program or portfolio, including both the participants' costs 
and the utility's costs (excluding incentives paid by the utility to or on behalf of 
participants). The benefits for the TRC test are the avoided supply costs (i.e., the 
reduction in generation capacity costs, transmission and distribution capacity costs, 
and energy costs caused by a load reduction), valued at marginal cost for the 
periods when there is a load reduction. The avoided supply costs shall be calculated 
using net Program or portfolio savings (i.e., savings net of reductions in energy 
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use (NTG impacts) that would have happened even in the absence of the Program). 
Non-Energy benefits as approved for use by the Commission may be considered in 
the detenninatiOn of TRC results. The costs for the TRC test are the incremental 
net Program or portfolio costs incurred by the utility and participants, plus· the 
increased supply costs for any periods in which load is increased. All costs of 
equipment, installation, operation and maintenance (O&M), removal (less salvage 
value), and administration, no ·matter who pays for them, are included in this test. 
However, Common Costs shall not be included in a Program-level TRC test used 
for program approval purposes, but shall be included in a portfolio-level TRC test. 
Any grants, tax credits, or other reductions in cost received by the utility or 
participants from outside parties and specifically related to the Program or 
portfolio, as applicable, are considered a reduction to costs in this test. 

16. Utility Casi Tes/ (UCT) means a cost-effectiveness test that measures the net costs 
of a DSM or EE Program or portfolio as a resource option based on the incremental 
costs incurred by the ulility (including incentive costs paid by the utility to or on 
behalf of participants) and excluding any net costs incurred by the participants. The 

311 



ELECTRIC - ADJUSTMENTS OF RA TES/CHARGES 

benefits for the UCT are the avoided supply costs (i.e., the reduction in generation 
capacity costs, transmission [ll]d distribution capacity costs, and energy costs 
caused by a load reduction), valued at marginaJ.cost for the periods when there is a 
load reduction. The avoided supp_ly costs shall be calculated using net Program or 
portfolio savings (i.e., savings net of reductions in energy use (NTG impacts) that 
would have happened even iil the absence of the Program or portfolio). The costs 
for lhe UCT are the net Program or portfolio Costs incurred by the utility and the 
increased supply costs for any period in which load· is increased. Utility costs 
include initial and annual costs, such as the cost of utility equipment, O&M, 
installation, Program or portfolio administration, incentives paid to or on behalf of 
participanls, and participant dropout and removal of equipment (less salvage value). 
Howev~r. Common Cosls· shall not be 'included in a Program-level UCT test used 
for program approval purposes,.but shall be included in a portfolio-level UCT test. 
Any- gr[ll]ts, ·tax credits, or other reductions -in cost received by the utility from 
outside parties and specificaJly related to the Program arc considered a reduction to 
costs in this test. 

17. Vintage Year means an identified 12-month period in which a specific DSM or 
EE Measure is installed for an individual participant or-group of participants. 

Application for Approval of Programs 

18. In evaluating potential DSM/EE Measures and Programs for selection and 
implementation, DEP will first perfonn a qualitative measure screening to ensure 
Measures rue: 

(a) Commercially available and sufficiently mature; 
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(b) Applicable to the DEP service area demographics and climate;,and 

(c) Feasible for a utility DSM/EE Program. 

19. DEP will then further screen ·EE and DSM Measures for cost-effectiveness. For 
purposes of this screening, estimated incremental EM&V cosls attributable to the 
Measures shall be included in the Measures' cosls. With.the exception of Measures 
included in a Low-Income Program, or other Program in which PPI incentives are 
not- requested·that may potentially be filed with the Commission for approval, an 
EE or DSM Measure with a UCT result less than 1.0 will not be considered further, 
unless the Measure can be bundled into [ll] EE or DSM Program to enhance the 
overall ·cost- effectiveness of that Program. Measures under consideration for 
bundling, whether as part of a new Program or into an existing Program, should, 
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unless otherwise approved by the Commission, be consistent with and related to 
the measure technologies, and/or delivery channels currently offered in the existing 
Program or lo be otherwise .offered in the new Program. Consistent with DEP's 
agreement with Piedmont Natural Gas and Public Service Company of NC, with 
the exception of Low- Income Programs, all EE and DSM Measures associated 
with an end-use that can be served by natural gas must pass the UCT. 

20. With the exception of Low-Income Programs or other programs explicitly 
identified at the time of the application for their approval, all Programs submitted 
for approval will have a Program-level UCT result greater than 1.00. Additionally, 
for purposes of calculating cost-effeetiveness for program approval, consistent with 
the Commission's Orders in Docket Nos. E-2, Sub 1145 and E-2, Sub 1174, the 
Company shall use projected avoided capacity and energy benefits specifically 
calculated for the program, as derived from the underlying resource plan, 
.production cost model, and cost inputs that generated the avoided capacity and 
avoided energy credits reflected in the most recent Commission-approved Biennial 
Determination of Avoided Cost Rates for Electric Utility Purchases from 
Qualifying Facilities as of the date of the filing for the new program approval. 
However, for the calculation of the underlying avoided energy credits to be used to 
derive the program-specific avoided energy benefits, the calculation will be based 
on the projected EE portfolio hourly shape, rather than the assumed 24x7 I 00 MW 
reduction' typically used to represent a qualifying facility. For purposes of 
determining cost-effectiveness, estimated incremental EM&V costs attributable to 
each Program shall be included in-the Program costs. DEP will comply, however, 
•with Commission Rule RS- 60(i)(6)(iii), which requires DEP to include in its 
biennial Integrated Resource Plan, revised as applicable in its annual report, certain 
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information regarding the Measures and Programs that it evaluated but rejected. 

21. If a Program fails the economic screening in Paragraph 19 above, DEP will 
determine if certain Measures can be removed from the Program to satisfy the 
criteria established in Paragraph 19. 

22. DEP will provide- its Stakeholder Collaborative with information relating to 
Programs and Measures either currently being considered or planned for future 
consideration. DEP will also seek suggestions-from its Collaborative for additional 
Programs and Measures for its future consideration. 

23. Nothing in this Mechanism relieves DEP from ils obligation to comply with 
Commission Rule RS-68 when filing for approval of DSM or EE Measures or 
Programs. As specifically required by Commission Rule R8-68(c)(3)(iii), DEP 
s!J:all, in its filings for approval of Measures and Programs, describe the 
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industry-accepted methods to be used to collect and analyze data; measure and 
analyze Program participation; and evaluate, measure, verify, and -validate the 
energy and peak demand savings. ln its lilings, DEP shall aJso provide a schedule 
for reporting the results of this EM&V process to the,Commission. The EM&V 
process descrij>tion should describe not only the methodologies used to produce the 
impact estimates utilized, but also any methodologies the Company considered and 
rejectcd.Additionally,where known, DEP shall identify the independent third party 
it plans to use for purposes of EM&V:. and include an estimate of all third-party 
costs in its Ii ling. If not.known at the time of filing for approval,. the infonnation 
shall.be provided at the time ofDEP's next annual rider filing. 

Program Management 

24. In each· annual DSM/EE cost recovery filing, DEP shall (a) perfom, prospective 
cost-effectiveness-test eviiluati_ons for each of its approved DSM and;EE Programs, 
(b) perfom, prospective aggregated portfolio-level, cost-effectiveness test 
evaluations for its .approved DSM/EE Programs (including any assigned or 
allocat~d-administrative and general or other common costs),: and (c) include these 
prospective cost-effectiveness test results in its-DSM/EE rider application. 

24A. Consistent with the Commission's Orders in Docket Nos. E-2, Sub 1145 and E-2, 
Sub 1174, for purposes of calculating prospective cost-efTectivencss in each 
DSM/EE. rider· proceeding to be used, to detennine whether ,a program should 
remain in the portfolio, the Company shall assess each program by: 

(a) Using projected avoided capacity and enCrg/ benefits specifically 
calculated for each program, as derived from the underlying 
resource plan, production.cost model, and cost inputs that generated the 
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avoided capacity and avoided energy credits reflected in the most recent 
Commission-approved Biennial.De_tem1ination of Avoided Cost Rates for 
Electric Utility Purchases from Qualifying Facilities as of December 31 of 
the year immediately preceding the date of the annual DSM/EE rider filing. 
However, for the calculation of the underlying avoided eriergy credits to be 
used to derive the program- specific avoided energy benefits, the calculation 
will, be based on the projected EE portfolio-hourly shape, rather·than the 
assumed 24x7' I 00 MW reduction typically used to represent a qualifying 
facility;.and, 

(b) Evaluating each cost-effectiveness test using projections of participation, 
savings, costs, and benefits for the.upcoming vintage year. 
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24B. The parties acknowledge that prospective cost-effectiveness evaluations are 
snapshots of the program's performance, and that ongoing cost- effectiveness is 
impacted by many factors outside the Company's control, including but not'limited 
to market and economic conditions, avqided costs, and government mandates. The 
parties shall continue to work to maintain the cost-effectiveness ofits portfolio and 
individual programs. However, for any program that initially demonstrates a UCT, 
determined pursuant to Paragraph 24A above of less than 1.00, the Company shall 
include a discussion in its annual DSM/EE rid~r proceeding of the actions being 
taken to maintain or improve cost-effectiveness, or alternatively, its plans. to 
terminate the program. 

24C. For programs that demonstrate a prospective UCT, detennined pursuant to 
Paragraph 24A above, of less than 1.00 in a second DSM/EB rider proceeding, the 
Company shall include a discussion of what actions it has taken to improve 
cost-effectiveness. Fluctuations of UCT above and below 1.0 should be addressed 
on a case by case basis. 

24D. For programs that demonstrate a prospective UCT, determined pursuant to 
Paragraph 24A above, of less than 1.00 in a third DSM/EE rider proceeding, the 
Company shall ierminate the program effective at the end of the year following the 
DSM/EE rider order, Wlless otherwise ordered by the Commission. However, any 
party may propose termination of a program prior to a third DSM/EE rider 
proceeding if earlier information indicates that cost-effectiveness is not likely to 
reach 1.0 or greater under the UCT test. 

25. DEP will seek to leverage available state and federal fWlds to· operate effective 
efficiency Programs. Its application for such funds will be transparent with respect 
to.the cost,-operation, and profitability of Programs operated with those funds in a 
manner consistent with its authorized revenue recovery mechanism. Use of such 
fWlds helps offset the 
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participant's project costs and is supplemental to DEP's incentives to participants. 
As such, these funds will. not charige the impacts or Program- or portfolio-level 
cost-effectiveness of DEP's Programs as calculated using the UCT. Further, the 
amount of avoided costs recognized by the Company will not be reduced if 
participants aJso use state or federal fWlds to offset any portion of their 
project costs. 
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Program Modifications 

25A. Modifications to,Commission approved DSM/EE Programs will be considered as 
provided for in Attachment A to this Mechanism. 

258. Modifications filed with the Commission for approval will be evaluated under 
the same guidelines and parameters used in DEP's most recently filed 
DSM/EE rider proceeding. 

Stakeholder Collaborative 

26. DEP will conduct periodic collaborative stakeholder meetings for the purpose of 
collaborating on new Program ideas, reviewing modifications to existing Programs, 
ensuring an accurate public understanding of the Programs and funding, reviewing 
the EM&V process, giving periodic status reports on Program perfonnance, helping 
to set EM&V priorities, providing recommendations toward DEP's submission of 
applications to revise or extend Programs and rate structures, and guiding efforts to 
expand cost- effective Programs for low-income customers. A third party may 
facilitate the discussions 

27. The Carolinas EE Collaborative is an advisory group made up of interested 
stakeholders from across North and South Carolina representing a wide array of 
customer groups and interests related to energy efficiency and demand response. 
The Collaborative should serve as an open forum for the sharing ofinformation and 
discussion of topics related to energy efficiency includi[!g program design and 
development, program evaluation, regulatory and other ll1aiket conditions that will 
impact program performance, specific issues or topics as requested by the North 
and South Carolina Utilities Commissions in orders regarding DSM and 
EE matters, and,other topics or issues to achieve the most demand and energy 
savings possible. A third party may facilitate the discussions. The coll3borative will 
continue to determine its own. rules of operation, including the process for setting 
the agendas and activities of the group, consistent with these terms. Members agree 
to participate in the advisory group in good faith consistent with mutually-agreed 
upon rules of participation. Meetings arc open to additional parties who agree to 
the participation rules. 
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28. DEP will provide information related to the development of EE and DSM to 
stakeholders in a transparent manner. The Company agrees to disclose 
Program-related data at a level of detail similar to that which it has disclosed in 
other states or as dis~losed by other regulated utilities in the Carolinas. The 
Company will share all aspects of the development and evaluation of Programs, 
including the EM& V process. 
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29. At its discretion, the Company may require confidentiality agreements with 
members who wish to review confidential data or any calculations that could be 
used to determine the data. Disclo~ure of this data would harm DEP competitively 
and could result in financial harm to its customers. Participation in the 
advisory group shall not preclude any party from participating in any 
Commission proceedings. 

Distribution System Demond Response (DSDR) Program 

30. The DSDR Program is an EE Program defined as "new" pursuant to N.C. Gen. Stat. 
§ 62-133.8 and N,C. Gen. Stat.§ 62-133.9, and is eligible for recovery ofreasonable 
and prudent costs, as well as NLR, subject to the tcnns and conditions ofNLR set 
forth herein. The DSDR Program is not eligible for rccovery·ofa PPL 

31. The rate of return on investment used to determine 'the DSDR Program 
capital-related costs included in each annual rider will be based on the then- current 
capital structure, embedded cost of preferred stock, and embedded cost, of debt of 
the Company (net of appropriate income. taxes), and the cost of common equity 
approved in the Company's then most recent general rate case. 

Evaluation, Measurement and Verification 

32. The EM&V of Programs will be conducted using a nationally recognized protocol 
to ensure-that Programs.remain cost-effective. Except for DEP's DSDR Program, 
EM&V of Programs will be conducted by an independent third-party. EM&V of 
the DSDR Program will be conducted by DEP. EM&V protocol may be modified 
with approval of the Commission to reflect the evolution of best practices. 

33. EM&V will be applied in accordance with the provisions of Attachment B to 
this Mechanism. 

34. EM&V will also include updates of any ·NTG factors related to 
,previous NTG estimates for Programs and Measures. All of the updated 
information will be used in evaluating the continued·cost-efTectiveness of existing 
Programs and portfolio. Updates to NTG estimates will be applied consistent with 
the application:ofEM&V results pursuant to Attachment B to this Mechanism, 
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but updates to NTG estimates will not be applied retrospectively to Measures that 
have already been installed or Programs that have already been completed. If it 
becomes apparent during the implementation of a Program •that NTG factors arc 
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substantially different than anticipated, the Company will file appropriate Program 
adjustments with the Commission. 

Opt-Out Eligibility Requirement for Industrial Customers and Certain Commercial 
Customers 

35. Commercial customers with annual' consumption of 1,000,000 kWh or grea.ler in 
the billing months of the prior c.ilendar year and all industrial customers that 
implement or will implement nltcmativc DSM/EE Measures may, consistent with 
Commission Rule R8-69(d), elect to not participate in any utility-offered DSM/EE 
Measures and, after written notification to the utility, will not be subject to the 
DSM/EE rider and DSM/EE EMF rider. For purposes of application of this option, 
a customer is defined to be a metered account billed wider a single application of a 
Compaily rate tariff. For commercial accounts, once one account meets the opt-out 
eligibility .tequircment; alt other accounts billed to the same entity with lesser 
annuaJ·usage located on the same or contiguous properties arc also eligible to opt
out of the DSM/EE rider and DSM/EE EMF rider. Since lhcse rates.are included in 
the rate tariff charges, customers elecling lhis option shall receive a- DSM and/or 
EE credit-on their monthly bill statement. 

36. Opt-out eligible customers that have received DSM/EE Program incentives will be 
subject to the applicable DSM/EE rider and DSM/EE EMF rider billings for a 
period ofno less than 36 months. 

37. Eligible non-residential customers may .opt out of either or both of the DSM and 
EE categories of Programs as well as opt back into cith1:r Or both. If a customer 
receives Program .incentives from a Company DSM or EE Program, that customer 
must opt-in.for a period ofno less than 36 months. A customer receiving Program 
incentives. from a DSM Program will be required to pay the DSM portion of the 
DSM/EE Rid~r for a period of not less than 36 months. A customer. -receiving 
Program incentives from an EE Program will be required to p·ay the EE portion of 
the DSM/EE Rider for a period of not less,than 36 months. 

38; In cases when the DSM rate clement of Rider DSM/EE is a credit, any opt- out 
eligible customer who wishes to opt-in to the DSM portion of the Rider, without 
participating in a DSM program, will be required to remain opted into the 
DSM portion oftl1e Rider for the same number of months that the)' received a bill 
credit following, the last month in which they- received a DSM bill credit from 
the Rider. 
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39. In cases when the EE rate element of Rider DSM/EE is a credit, any opt- out eligible 
customer who wishes to opt-in to the EE portion of the Rider, without participating 
in a EE program, will be required to remain opted into the EE portion of the Rider 
for the same ·number of months that they received a ,bill credit following the last 
month in which they received a EE bill credit from thc•Rider. 

Procedural Matters and General Structure of Riders 

40. The rate period for each proposed DSM/EE Rider will be the next upcoming 
calendar year at the time of the filing of DEP's annua1 DSM/EE rider application. 
The test period used in the development of the DSM/EE EMF Rider will be the 
most recently concluded calendar year at the time of filing of the application. 

41. For purposes of measuring the cost-effectiveness of Programs and for calculation 
of the PPI and PRI, a Vintage Year will be equivalent to a calendar year. 

42. The annual filing date of DEP's DSM/EE rider application, supporting testimony, 
and exhibits will be no later than 98 days prior to the hearing date prescribed by 
Commission Rule (currently the first Tuesday of June of each calendar year). 
Should the Company become aware prior to filing of a determined or possible 
change in the hearing date, the ·Company shall strive to file its application and 
associated documents no later than 98 days prior to the changed hearing date. 

43. DEP shall not request that the annual hearing to consider the proposed DSM/EE 
and DSM/EE EMF riders be held sooner than 98 days after the filing date of the 
Company's application, supporting testimony, and Exhibits. 

44. All DSM/EE and DSM/EE EMF riders shall be calculated and charged to customers 
based on-the annual revenue requirements associated with DSM and EE Programs. 
Separate DSM/EE and.DSM/EE EMF riders shall be calculated for the Residential 
customer class, the Non-Residential customer elasscs,.and the.Lighting class. 

45. One integrated {prospective) DSM/EE rider and one integrated DSM/EE EMF rider 
sh?II be calculated for the Residential class and the Residentia1 portion of the 
Lighting class, respectively, to be effective each rate period. The integrated 
R~idential and Lighting class DSM/EE EMF riders shall include all true-ups for 
each Vintage Year appropriately considered in each proceeding. 

46. Separate DSM and EE billing factors will be available to Non-Residential opt-out-
eligible customers. Additionally, the Non-Residential DSM and EE 
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rates and the DSM and EE EMF billing factors will be appropriately considered in 
each proceeding, so that the factors can be appropriately charged to 
Non-Residential opt-out eligible customers. 

47. For purposes of normalizing or forecasting kWh sales for its annual DSM/EE and 
DSM/EE EMF rider filing, DEP shall calculate customer growth, weather 
nommliz.ation, and other applicable adjustments on the basis of the test period 
and/or rate·period for each annual filing, as applicable. 

Allocation Methodologies 

48. Unless the Commission determines otherwise in a N.C. Gen. Stat. § 62-133.9 
DSM/EE rider (or other) proceec.ling: 

(a) The Program ·costs of an approved DSM or EB. Program will be aJlocated 
to the North Carolina and South Carolina retail jurisdictions and will only 
be recovered from those customer classes to which the Program,is targeted; 

(b) No Program Costs of any approved DSM or EE Program will be allocated 
to the wholesale jurisdiction. 

(c) For EE Programs, the costs of each Program will be allocated based on the 
annual energy requirements of North Carolina and South Carolina retail 
customers (at the generator), as reflected in the annual cost of service 
studies. 

(d) For DSM Programs, the aggregated costs 9[ DSM Programs will be 
allocated based on the annua1 summer coincident peak demand of North 
Carolina· and SoiJth Carolina retail customers, as reflected in the annual 
cost of service studies. 

(e) The allocation-factors and inputs used to allocate the estimated rate period 
costs of DSM and EE Programs shall be those drawn from the most 
recently filed· cost of service study at the time the annual cost recovery 
filing is made. The allocations of costs shall be trued up at the time that 
finalized and trued-up costs for a given test period are initially passed 
through the DSM/EE EMF, using the most recently filed cost of service 
study at the time the filing is made (but for no later year than the period 
being trued up). For subsequent true-ups of that period, the cost of service 
study used will be the.same as that used for the initial true-up. 
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(l) For purposes of reeovery through the DSM/EE and DSM/EE EMF riders, 
the Company's North Carolina retail jurisdictional costs for 
approved DSM and EE Programs and Measures shall be assigned 
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or allocated to North Carolina-retail customer classes by directly assigning 
the North Carolina retail jurisdictional costs.to the customer wup to which 
the Program is offered. For the DSDR Program, North Carolina retail 
jurisdictional amounts·shal! be allocated to customer classes on the basis of 
the energy requirements of each class, drawn from the most recently filed 
cost of service study at the time the annual cost recovery filing is made 
(adjusted to exclude the energy requirements of opted-out customers). The 
process of estimating and truing up the class assignments and allocations 
will be the same as practiced for jurisdictional allocations. 

Cost Recovery 

49. In general, as provided in Commission Rule RS-69 and N.C. Gen. 
Stat. §·62-133.9(d), but subject to the specific provisions and/or modifications 
contained elsewhere.in this Mechanism, DEP shall be allowed to recover, through 
the DSM/EE rider, all. reasonable and prudent Program Costs reasonably and 
appropriately estimated to be 0incurred in expenses, during the·current rate. period, 
for DSM and EE Programs that have been approved by the Commission under 
Rule RS-68. As pennillcd by N.C. Gen. Stat. § 62-[jJ.9(d), but subject to the 
specific; provisions and/or modifications contained elsewhere in this Mechanism, 
any of the Stipulating Parties may propose a procedure for the deferral and 
amortization in future DSM/EE riders of,all or a portion of DEP's reasonable-and 
prudent O&M Program Costs to the extent those costs are intended to produce 
future benefits. 

50. Unless the Commission detennines otherwise, and subject to the specific provisions 
and/or modifications contained elsewhere in this Mechanism, DEP shall be allowed 
to amortize any O&M costs incurred through Vintage Year 2020 deferred pursuant 
to Paragraph 49 of this Mechanism over ·a period of time not to exceed IO years .. 

51. Beginning with Vintage ( calendar) Year 2016, and extending through Vintage Year 
2020 (as reflected in its 2019 Rider filing), DEP may recover, subject to approval 
by the Commission in the annual DSM/EE rider proceedings, Program Costs 
incurred, without deferral for amortization in future DSM/EE riders, even if 
Program Costs incurred for the same Program in prior years have been deferred 
and amortized. 
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52. With regard to O&M Program Costs incurred prior to January I, 2016, s.Ud costs 
wili'.be recovered using the amortization rates existing atDecember-31, 2015, WJul 
_such time that those deferred costs are recovered, in their entirety, through the 
DSM/EE cost recovery clause, unless the-Parties recommend, and the Commission 
approves, a different treatment 
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53. O&M Program-Costs incurred in Vintage Year 2021 will be recovered utilizing the 
same amortization periods as utilized for Vihtage Year 2020 Costs for the same 
Program, unless otherwise approved by the C0mmission. 

54. .Beginning with Vintage Year 2022, unless otherwise ordered by the-Commission 
pursuant to its own motion or at the request of another party, and extending through 
a Vintage Year as identified in a future-Mechanism review, DEP may recover all 
Program Costs.previously recovered-through·-amortimtion.p_eriods exceeding,three 
years over amortization periods ofno·less.than three years. 

55. With regard to O&M Program Costs incurred on and subsequent to January I, 2016 
but prior to January 1,,2022, said costs will be rec_overed using the amortization 
rates existing at December 31, ·2021, until such time·that those deferred,costs are 
recovered, in their entirety, through the DSM/EE cost recovery·clause,. unless,the 
Parties recoinmend, and·the Commission approves, a different lre!itment. 

56. In the next Mechanism review, the parties shall consider whether or not to allow 
the minimum three-year amortization period designated in Paragraph 54 above to 
be further reduced, taking into consideratiori the impact upon· clistomer f!)tes, as 
well as·otheirelevant factors. 

57. Pursuant to Commission Rule R8-69(b)(6), except for administrative·and general 
expenses (addressed in,Paragraph No. 58 below), DEP shall be allowed to earn a 
rate of return at the overall weighted average net-of-tax rate of return· approved in 
DEP's most recent generaJ rate.case on all such unamortized-deferred costs (net of 
income taxes). The return so calculated will be adjusted in any rider calculation to 
reflect necessary recoveries of income taxes; Pursuant to Commission 
Rule R8-69(c)(3), the Company is not allowed to accrue a return- on NLR or 
the PP!. 

58. To the extent DEP chooses· to defer and amortize in future DSM/EE-riders Uie 
Program Costs for a Program pursuant-to,Paragraph No. 54 above, non-incremental 
administrative and general costs reasonably assigned or alJocated to, but nOt 
directly related to, that Program will be deferred and amortized over a period not to 
exceed three years, unless. the Commission- determines otherwise. Pursuant to 
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Commission Rule R8-69(b)(6), DEP shall be allowed to earn a rate of return at the 
overall •weighted average nei- of-tax rate .or' return approved in D~P's most 
recent general .rate case on~ I such unamortized defe.i:red administrative and gen_eral 
costs (net of income taxes). The return so calculated will be adjusted in any rider 
calculation tb reflect necessary recoveries of income t?,Xes. However, irresp_ective 
of the prospective-treatment of Program Costs in calendar year 
2016 or afterwards, previously deferred administrative and general costs will be. 
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recovered using existing amortization rates, until such time that those deferred costs 
are.recovered, in t!ieir"eiltirety, through the DSM/EE.Cost recovery clause,.unless 
the parties recommend, and the Commission approves, a different treatment. 

59. The DSM/EE EMF rider shall reflect the difference between the reasonable and 
prudent Program Costs incurred or amortized during the ·appli_cable ·test period 
(V_intage Year) and the revenues actually realized during such test period under the 
DSM.II;:E rider then in efTect. 

60. For Program Costs not defe~ for amortization in future DSM/EE riders, the 
accrual Of a return on'any-under-recoveries-or over-recoveries-Of cost will follow 
the requirements·of Commission Rule R8-69(b), Subparagraphs 
(3) and (6), unless the Commi_sSion determines_otherwise. 

61. The cost and expense information filed by-DEP pursuant to Commission Rules R8-
68(c) and R8,69(1) shall be categorized by Measurement Unit or Program, as 
applicable, and period, consistent with:the presentation included in the Company's 
application. 

Net Lost Revenues (NLR) 

62. When authorized pursuant to Commission Rule R8-69(c) and unless the 
Commission determines otherwise, I;,EP shalt be permitted to reco\_'er, through the 
DSM/EE.and DSM/EE· EMF riders, NLR associated with the implementation of 
approved DSM and•EE_Measurement Units or Programs, subject to the restrictions 
set out below. 

63. The North Carolina retail kWh sales· reductions that result from an approved 
measurement unit installed ,in· a given Vintage Year shall be eligibl~ for use in 
calculating NLR eligible for recovery only for the first 36 months after the 
installation of.the M~ment Unit Thereafter, such kWh sales reductions will 
not be eligible for calculating reco_verable NLR for that or an)' other Vintage Year. 
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64. Programs or.Measures with the primary purpose of promoting general awareness 
and education of EE and DSM actiVities, as well as research and development 
activities, are ineligible for the recovery ofNLR'. 

65. In order to recover estimated NLR associated with a Pilot Program, or Measure, 
DEP must, in its application for program or measure approval, demonstrate (a) that 
the program or measure is.of a type ·that is intended to be developed into. a full
scaJe, Commission-approved program or measure, and (b) that it.will implement an 
EM& V plan based on industry-accepted protocols for the program or measure. No 
pilot program or measure will be eligible for NLR recovery· upon true-up unless 
it (a) iS ultimately proven to 
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have been cost-effective, and (b) is developed irito a full-scale, commercialized 
program. 

66. Notwithstanding the.allowance of 36 months' NLR associated with eligible kWh 
~es reductions, the kWh sales reductions that result from measurement units 
ihstal1ed -shall cease being eligible for ·use in calculating NLR as of the,effectiVe 
date of(a) a Commission-approvecJ,aJternative recovery mechanism that accounts 
for the eligible NLR associated with eligible kWh sales reductions, or (b) the 
impleqientation of new rates approved by the Commission in a general rate case or 
comparable proceeding to the extent the rates .set in the general rate case or 
comparable proceeding are ·set to explicitly or implicitly recover the NLR 
associated with those kWh sales reductions. 

67. Recoverable NLR shall be calculated in a manner that appropriately reflects the· 
incremental revenue losses suffered by the Company, net of avoided fuel and non
fuel variable O&M expenses. 

68. Overall recoverable NLR as, measured for the 36-month period identified in 
Paragraph 63 above shall be reduced by any increases in Net Found Revenues 
during the same periods-(offset by any negative foWld revenues foWld appropriate 
and reasohable by the Commission pursuant to the provisions of paragraph 8 Of thiS 
Mechanism and other factors deemed applicable by the Commission). The 
"dCCision·tree" adopted by Order in Docket No. E-2, Sub 931,on January 20, 2015, 
should be applied for detennining what constitutes Net Found Revenues. DEP shall 
closely monitor its utility activities to detennine if they·are causing a customer to 
increase ·demand or conswnption, ·and shall identify and track all .such activitjes 
with the aid of the·"decision tree," so that they may be evaluated by intervening 
parties and the Commission as poteriti.ilNet FoWld Revenues. Net Found Revenues 
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shall be calculated in an appropriate and reasonable manner that mirrors the 
calculation used to detennine ·NLR. 

69. Recoverable NLR shall ultimately be based on kWh sales reductions and kW 
savings verified by _the EM&V process and approved by ,the Commission. 
Recoverable NLRshall be estimated and trued-up, on a Vintage Year basis, in the 
following manner: 

(a) As part.of the DSM/EE rider approved in·each·annual cos~ and incentive 
reco"'.ery proceedin~ DEP-shall be allowed to·recover the appropriate and 
reasonable level of recoverable NLR -~sociated with each applicable 
program and Vintage Year (subject- to the limitations set forth in this 
Mechanism), estimated to be experienced during.the rate period for which 
the DSM/EE rideds·being set. 

(b) 

(c) 

(d) 

(e) 
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NLR related to any given-program/measure and Vintage Year shall be trued
up through the DSM/E_E EMF rider in subsequent annual cost and incentive 
recovery .proceedings based ;on the Commission- appro_ved results of the 
appropriate EM&V studies related to _the program/measure and Vintage 
Year. The true-up shall be b~ed on verified savings and shall be applied to 
prospective and· past time periods in ~ordance with the Evaluation, 
Measurement, and Verification section of this Mechanism. 

The true-up shall be calculated based on the difference between projected 
and actual recoverable NLR for each Program and period • 1,1nder 
consideration, accounting for any differences derived from the completed 
and reviewed EM&V studies, including: (1) the proje9ted and actual 
number of installations per Measurement Unit; (2) the projected·and actual 
net kilowatt,hour (kWh) and kilowatt (kW) savings per installation; (3} the 
projected·artd actual gross lost revenues per kWh·and kW saved; and (4) the 
projected and actual deductions from gross lost revenues per kWh and kW 
saved. 

The reduction in NLR due to Net Found Revenues (offset by any approved 
and applicable negative found revenues) shall be trued up in a manner 
consistent with the true-up ofNLR. 

The combined total Of all, Vintage Year true-ups·ca1culated in a given year's 
Commission RuJe R_8-69· proceeding shall be incorporated into the 
appropriate DSM/EE EMF billing factor. 
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Portfolio Performance Incentive (PPI) and Program Return Incentive (PRI) 

70. When authorized pursuant to Commission Rule R8-69(c), DEP shall be allowed to 
collect a PPI and PRI, as each is applicable, for its DSM/EE portfolio .for each 
Vintage Year, separable into ResidentiaJ, Lighting, Non- Residential DSM, Non
Residential EE categories. The PPI and PRJ, as applicable, shall be subject to the 
restrictions set out below. 

71. Programs, Measures, and activities undertaken by DEP with the primary purpose 
of promoting general awareness of and education about EE and· DSM activities, as 
well as research and development activities, that are not directly associated with a 
Commission approved EE or DSM Program, are ineligible to be iilcluded in the 
portfolio for purposes of the PPI or PRI calculations. 

72. Unless (a) the Commission approves DEP's specific request that a pilot program or 
measure be eligible for PPI or PR.I incltision when DEP secks'approva1 of that 
program or measure, and (b) lhe pilot is ultimately 
commercialized, pilot ·programs or measures are ineligible for and the 
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benefits and costs associated with those pilots will not be factored into lhe 
calculation of the PPL 

73. The PPI and PRI for each Vintage Year shall.be incorporated into DEP's DSM/EE 
or DSM/EE EMF billing factors, as appropriate. 

74. In its annual filing, pursuant to Commission Rule R8-69(f), DEP shall file an 
exhibit that indicates, for each Program or Measure for which it seeks a PPI or PRI, 
the annual projected and actual utility costs, participant costs, number of 
Measurement Units installed, per kW and kWh impacts for each Measurement Unit, 
and per kW and kWh avoided costs for each Measurement Unit, consistent with the 
UCT, related to the applicable Vintage Year installations that it requests the 
Commission to· approve. Upon its review, the Commission will make findings 
based on DEP's annual filing for each Program or'Measure that is included in an 
estimated or trued-up PPI or PRI calculation for any given Vintage Year. 

75. Low-Income Programs and other specified. societal programs or other programs 
explicitly approved with expec~ed UCT results less than 1.00 shall not be included 
in the portfolio for purposes of the PPI calculq.tion until lhey demonstrate UCT 
results greater than 1.00. However, such programs will be eligible for the PRI, if so 
approved by the Commission, until they demonstrate UCT results greater than 1.00. 
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76. The PPI shall be based on the net dollar savings of DEP's DSM/EE portfolio, as 
calculated using the UCT. The North Carolina retail jurisdictional and class 
portions of the system-basis net dollar savings shall be detennined in the same 
manner as utilized to detennine the North Carolina relail jurisdictional and class 
portions of recoverable system costs. 

77. Unless the Commission determines otherwise in an annual N.C. Gen. 
Stat.§ 62-133.9 DSM/EE rider proceeding, and subject to the factors and 
limitations set forth elsewhere in this Mechanism, b~ginning for Vintage Year 2022 
the amount of the pre-income-tax PPI initially to be recovered for the entire 
DSM/EE,portfolio for a Vintage Year, excluding Programs not eligible for a PPI, 
shall be equal to 10.60% multiplied by the present value of the estimated net dollar 
savings associated with the DSM/EE portfolio installed in that Vintage Year, 
calculated by Program using the UCT (and excluding Low Income Programs and 
other specified societal programs). The present value of the estimated net dollar 
savings shall be the difference between the present value of the annual lifetime 
avoided cost savings for measurement units projected to be installed-in that Vintage 
Year and the present value of the annual lifetime program costs for those 
measurement units. The annual lifetime avoided cosf savings for measurement 
units installed in the applicable Vintage Year shall 
be calculated by multiplying the number of each specific type of 
Measurement Unit projected to be 
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installed in that Vintage Year by the most current estimates of each lifetime year~s 
per installation kW and kWh savings arid by the most current estimates of each 
lifetime year's per kW and kWh avoided costs. In calculating the foreeasted initial 
PPI it will be assumed that projections will be achieved. 

78. Beginning with Vinlage Year 2022, the dollar wnount of the pre-tax PPI ultimately 
allowed for each Vintage Year, after true-up pursuant to Paragraph .89 of this 
Mechanism, shall be no greater than the dollar amount that produces a 19:50% 
margin over the aggregate pre-tax Program Costs for the Vintage Year of those 
programs in the Portfolio that are eligible for the PPL Likewise, the dollar amount 
of the pre-tax PPI ultimately allowed for each Vintage Year, after true-up pursuant 
to Paragraph 89 of _this Mechanism, shall be no less than the dollar amount that 
produces the following margins over the aggregate pre-tax Program Costs for the 
Vintage Year of those programs in the Portfolio that are.eligible for the PPI. 
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Vintage Year 2022: 

Vintage Year 2023: 

Vintage Year 2024: 

Vintage Year 2025 and afterwards, 
until the next Mechanism review 
is completed: 

I0.00¾ 

6.00% 

2.50% 

2.50% 

When making its initial estimates of the PPf.pursuant to this Mechanism;DEP shall 
utilize the best and most accurate estimate of the margin and the resultirig PPI 
percentage it can detennine at that time. 

79. Unless the Comrrlission determines otherwise in a N.C. Gen. Stal § 62-133.9 
DSM/EE rider proceeding, the PPI for vintage periods subsequent to-the approval 
of this mechanism through_· Vintage Yeaf.2021 shall be cOnverted-:into a streum of 
nO more than IO· lev~fized annual payments, accounting. for and_ incorporating 
DEP's ove(1lll weighted average-net-of-tax rate of'retum-approVed in DEP's mo.St 
recent.general rate case as the.appropriate discount rate. After Vintage Year 2021, 
the PPI related to.any given:Vintage Year will be Jevelizetf over the same period 
over which·O&_M Program Costs for that Vintage Year are amortized. Levelized 
annual payments applicable to' Programs in prior vintage periods wi!I continue until 
alJ such amounts are recovered. 

80. The PRl shall be based on the .gross avoided costs of those·programs eligible for 
the PRI. The North Carolina retail jurisdictional and class portions 
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of the system-basis gross dollar savings sha!I be determined in the same manner as 
utilized to detennine the North· Carolina retail jurisdictional and class portions. of 
recoverable system costs. 

8J. Unless the Commission determines otherwise in an annual N.C. Gen. 
Stat§ 62-133.9 DSM/EE ricter proceeding, and subject to the factors and 
limitations set forth .in this Mechanism, beginning for Vintage Ye.ar 2022 ·the 
amount of the pre-income-tax PRI initially to be ~oVered for Low Income 
Programs and other specified societal programs-not eligible for a PPI shall be a· 
percentage, as determined pursuant to Paragraph 82·ofthis-Mechanism, multiplied 
by the-pre.Sent value of the estimated gross dollar avoided cost savings associated 
with the· _applicable .DSM/EE Programs installed in that Vintage. Year, used in 
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detennination of the UCT. Toe present value of the estimated gt'oss dollar sa\lings 
shall be;: detennined in the same manner as used· for Pf'O~s eligible for the PPl. 

82. The percentage USed to detennine th~ estimated PRI fot each Vintage Year shall be 
10.60%. This _percentage will be multiplied by the Vintage Year avoided costs 
projected to be generated by each approved· PRI-eligible program. When making 
its initial estimates of the PRl, DEP shall utilize the bl!St and most accurate estimate 
of the UCT and the resulting PRI percentage-it can detennine at that time. 

83. For the PP! and PR! for Vintage Years 2019 and afterwards, consistent with the 
Commission's Orders ·.in Docket Nos. E-2, Sub 1145 and E-2, Sub 1174, the 
program-specific per kW avoided capacity benefits and per kWh avoided energy 
benefits used for the initial estimate of the PPI and PRI and any PPI-or PRI true-up 
will be deriv~ from the undertYing resource plan; production cost model, and-.cost 
inputs that generated the avoided capacity and avoided energy credits reflected in, 
the most recent Commission- approved Biennial Detennination of Avoided Cost 
Retes for E1ec_tric Utility- Purchases from Qualifying Facilities. as of December 31 
of the year immediately preceding the date ·of the annual DSM/EE rider filing. 
However, fqr the calculation of the underlying avoided energy credits to be use<J to 
derive the program-specific av9ided energy benefits, the calculation will be based 
on the projected EE portfolio hourly shape; rather than the assumed 24x7 I 00 MW 
·reduction.typjcally used to·represent a qualifyingfaci)ity. 

84. No later than December 31, 2021, DEP and the Public Staff will jointly review the 
issue of the appropriate avoided T&D costs to be used in the Company's 
calculations of cost-effectiveness and achieved net dollar savings, arid, if 
appropriate, recommend in the Company•~ annual DSM/EE rider proceeding 
adjustments to the avoided T&D c.ost rates. 

85. The per kW -,.voided transmission and avoided distribµtion (avoided 
T&D) costs used to calcµlate £let savings for a Vintage Year shall be based on the 

ATIACHMENTB 
PAGE2l OF24 

study update at least eVery lhree·years only if the·study update results in a 20% 
chahge from ~e prior study's avoided-T&D costs. 

86. Unless DEP and the Poblic Stalf,agree otheiwise, DEP shall not be allowed to 
update its·avoided ·capacity costs and avoided energy costs after ftling its annual 
cost and incentive recovery application for purposes of detennining the DSM/EE 
Md DSM/EE EMF riders 'in that proceedinll' 

87. When DEP files for its annual cost recovery under Commission Rule RS-69, it shall 
comply with the filing requirements of Commission Rule R8- 69(f)(I)(iii), 
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reporting all measurement and verification data, even if that data is not final, to 
assist the Commission and the Public Staff in· their review and monitoring of the 
impacts of the DSM and EE Measures. 

88. DEP bears the burden of proving oil dollar savings and costs included in calculating 
the PP! and PR!. As provided in Rule R8-68(e)(3)(iii), DEP shall be responsible for 
the EM&V of energy and peak demand savings consistent with its EM&V plan. 

89. The PPI and PRI for each Vintage Year shall ultimately be based on net or gross 
dollar savings, as applicable, as verified by the EM&V process and approved by 
the Commission. The PPI and PRI for each Vintage Year shall be lrued-up 
as follows: 

(a) As part of the DSM/EE rider approved in each annual cost and incentive 
recovery proceeding, DEP shall be allowed to recover an appropriately and 
reasonably estimated PP[ and PR.I (subject to the limitations set forth in this 
Mechanism) associated with the Vintage Year covered by the rate period in 
which the DSM/EE rider is to be in effect. 

(b) The PP! and PR! related to any given Vintage Year shall be trued-up 
through the DSM/EE EMF rider in subsequent annual cost and' incentive 
recovery proceedings based on the Commission-approved results of the 
appropriate EM& V studies related to the program/measure and Vintage 
Year, as detennined pursuant to the EM&V Agreement. The true-up shall 
be based on verified savings and .shall be applied to prospective and past 
time periods in accordance with the Evaluation; Measurement, and 
Verification section of this Mechanism. 

(c) The amount of the PP[ ultimately to be recovered for a given 
Vintage-Year shall be based on the present value of the actual net 
dollar savings derived from all Measurement Units installed in that Vintage 
Year, as associated with each DSM/EE program offered during that year 
(excluding Low Income Programs and other specified societal 
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.programs), and calculated by DS"M/EE program using the UCT. The present 
value of,the actual net dollar savi,ngs shall be the. difference between the 
present value of the annual lifetime avoided cost savings for measurement 
units installed in that Vintage Year and the present value of the annual 
lifetime program costs for those measurement units. The annual lifetime 
avoided cost savings for Measurement Units ii;istalled in the applicable 
Vintage.Year shall be calculated by multiplying the number of each specific 
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type of Measurement Unit installed in that Vintage Year by each lifetime 
year's per installation kW and kWh savings,(as verified by the appropriate 
EM&V study pursuant to the EM&V agreement)'and by each lifetime year's 
per kW and kWh avoided costs as detennined when calculating the initially 
estimated PPI for the Vintage Year. The ultimate PPI will also be subject to 
the additional factors and limitations set forth in this Mechanism. The 
Stipulating Parties agree to -make all reasonable· efforts to ensure that all 
vintages are fully trued.up within 24' months of the vintage program year. 

(d} The amount ofthe'PRI ultimately to be recovered for a given Vintage Year 
shall be based on the present value of the actual gross dollar savings derived 
from all Measurement Units installed in that Vintage Year, as associated 
with each DSM/EE program offered during that year that is eligible for the 
PRI. Furthennore, the percentage used to detennine the final PRI for each 
Vintage Year will be based on the Company's ability to maintain or improve 
the cost effectiveness of the PRI-cligible programs. The PRI percent_age for 
each PRI-eligible Program will be determined by comparing (1) the 
projected UCT ratio for the portfolio of PRI-eligiblc Programs for the 
Vintage Year at the time of the Company's DSM Rider filing· first 
estimating that projected Vintage Year UCT ratio to (2) the actual UCT ratio 
achieved for that portfolio ofPRI-eligible Programs as that Vintage Year is 
trued up in future filings. The ratio (UCT actua1 / UCT estimate) will then 
be multiplied by 10.60% to determine the PRI percentage that will be 
applied to the actual'avoided costs generated by each approved PRI- eligible 
program. At no tiine will the PRI percentage utilized fall below 2.65% or 
rise above 13.25%. The present value of the estimated gross.dollar savings 
shall be determined in the same manner as used for determining the 
recovery of the ultimate PPI. The ultimate PRI will a1so be subject to the 
additional factors and limitations set forth in this Mechanism. The 
Stipulating Parties agree to make all reasonable efforts to ensure that all 
vintages are fully trued-up within 24 months of the vintage program year. 

(c) A program's eligibility for a PPI or PRI will be determined at the 
time of filing the projection for a Vintage Year and will continue to be 
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eligible for the same incentive at the time of the Vintage Year true- up. 

(i) If a program previously eligible for a PRI becomes cost effective under the 
UCT, it will no• longer be eligible to receive a PRI in the next projected 
Vintage Year for the program, but will be eligible for the PPI. 
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90. The combined total Of all Vintage Year true-ups of the PPI and PRI calculated in a 
given year's Rule R8-69 proceeding shall be incorporated into the appropriate 
DSM/EE EMF billing factor. 

91, The PRI will be determined on the basis of the avoided costs employed in the 
detem1ination of the UCT. PRI amounts will be assigned to.the Program in which 
they were earned. 

92. The PPI for each Vintage Year shall be allocated to DSM and EE programs in 
proportion to the present value net dollar savings of each program for' the Vintage 
Year, as calculated pursuant-to the method described herein. 

Other Incentives 

93. As further incentive to motivat~ the C<:,mpany to.aggressively pursue savings from 
cost-effective EE and DSM Programs, if the Company achieves annual energy 
savings-of 1.0% of the prior year's DEP system retail electricity sales, in any year 
during the· four-year 2022-2025 period, lhe Company will receive an additional 
incentive of $500,000 for that year. During that same period, if the'Company fails 
to achieve annual energy savings of0.;i% ofretail sales, net-ofs~les associated with 
customers opting out of.the Company's EE programs, the Company will reduce its 
EE revenue requirement by $500,000. Verification of thi~ achievement will be 
obtained through the'EM&V process discussed elsewhere in this Mechanism. 

Financial Rcporting·Requirements 

94. hi. its quarterly ES-I Reports to lhe Commission, DEP shall calculate and·present 
its primary North Carolina retail jurisdictional earnings by including all actual 
EE and DSM- Program revenues~ including PP! and NLR incentives, and 
costs. Additionally, DEP' shall prepare and present (I) supplementary 
schedules setting forth the Company's North Carolina retail jurisdictional 
earnings excluding the effects of the PPI; (2) supplementary schedules setting forth 
lhe Company's North Carolina retail jurisdictional earnings excluding the effects of 
its EE and DSM Programs; (3) supplementary schedules setting forth earnings, 
including overall rates of return and returns 
on common equity actually realized from DEP's EE and 
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DSM Programs in total and stated separately by Program Class (Program Classes 
are hereby defined to be (a) EE Programs and (b) DSM Programs); and 
( 4) supplementary schedules setting forth earnings, including overall qi.tes of return 
and returns on common equity actually realized from DEP's DSDR Program and 
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(b) all other Programs, collectively, in the EE Program Class. (Show DSDR 
Program retums'and all other collec_tive EE Progranuetums separately.) Detailed 
workpapers shall be provided for each scenario described above. Such workpapers, 
at a minimum, shall clearly show actual revenues; ,expenses; taxes; operating 
income; rate base/investment, including components; and the applicable 
capitalization ratios and cost rates, including overall rate of return and return on 
common equity. 

Review of Mechanism 

Term 

95. The terms and conditions of this Mechanism shall be reviewed by the Commission 
every four yea.i's unlcSs otherwise ordered by the Commission. However, a 
Stipulating Party may request the Commission to-initiate such·a review at any 'time 
within the four year perfod. The Company and other parlies shall submit any 
proposed changes to the Commission_ for approval at the time of the filing,ofthe 
Company's annual DSM/EE rider filing. During the time of review, the Mechanism 
shall remain in effect ·until further order of the Commission revising the terms of 
the Mechanism or taking such other action as the Commission may deem 
appropriate. 

96. This Mechanism shall ~ontinue until terminated pursuant to Order of the 
Commission. 

No Precedential Effect 

97. The terms of this Mechanism, including the methods·and results of determining the 
PPI; PRl,.and other Bonus Incentives, shall not·be considered precedential for any 
purpose other than their application to eligible DSM/EE Programs and cost and 
utility incentive recovery associated with those Programs, and only until those 
terms are next partially or wholly reviewed. 
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DOCKET NO. E-2, SUB 1250 

BEFORE THE NORTH CAROLINA UTILITIES,COMMISSION 

In the Matter of ) 
Application of Duke Energy Progress, LLC ) 
Pursuant to N.C. Gen. Stat.§ 62-133.2 and NCUC ) ORDER APPROVING FUEL 

CHARGE ADJUSTMENT Rule R8-55 Relaling to Fuel and Fuel-Related ) 
Charge Adjustments for Electric Utilities ) 

HEARD: 

BEFORE: 

) 

Tuesday, September 15, 2020 at 10:00 a.m. in the Commission Hearing Room 
2115, Dobbs Building, 430 North Salisbury Street, Raleigh, North Carolina (Public 
Witness Hearing, Hearing Examiner Heather Fennell, Presiding) 

Chaim1an Charlotte A. Mitchell, Presiding; and Commissioners ToNola D. Brown
Bland, Lyons Gray, Daniel G. Clodfelter, Kimberly W. Dufficy, Jeffrey A. Hughes, 
and Floyd B. McKissick, Jr. 

APPEARANCES: 

For Duke Energy Progress, LLC: 

Kendrick Fentress, Asociatc General Counsel, Duke Energy Corporation, NCRH 
20/Post Office Box 1551, Raleigh, North Carolina 27602°1551 

Robert Kaylor, Law Office of Robert Kaylor, 353 Six Forks Road, Suite 260, 
Raleigh, North Carolina 27609 

For Carolina Utility Customers Association, Inc.: 

Robert F. Page, Crisp, Page & Currin, LLP, 401 o·Barrett Drive, Suite 205, Raleigh, 
North·Carolina 27609 

For Carolina Industrial•Group for Fair Utility Rates II: 

Christina D. Cress, Bailey & Dixon, LLP, Post Office Box 1351, Raleigh, North 
Carolina 27602 

For North Carolina Sustainable E_nergy Association: 

Ben Smith, Regulatory Counsel, 4800 Six Forks Road, Suite 300, Raleigh, North 
Carolina 27609 
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For the Sierra Club: 

Gudren Thompson, Southern Environmeal Law Center, 601 West Rosemary Street, 
Suite 220, Chapel Hill, North Carolina 27516 

For the Using and Consuming Public: 

John D. Little, Staff Attorney, Public Staff, North Carolina Utilities Commission, 
4326 Mail Service Center, Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: On June 9, 2020, Duke Energy Progress, LLC (Duke Energy 
Progress, DEP, or the Company), filed an application pursuant to N.C. Gen. Stat.§ 62-133.2 and 
Commission Rule R8~55 regarding fuel and fuel-related cost adjustments for electric utilities, 
along with the testimony, exhibits, and workpapcrs of Dana M. Harrington, and the testimony and 
exhibits of Regis Repko, Kenneth D: Church, Kelvin Henderson and Brett Phipps. 

Petitions to intervene were filed by Carolina Utility Customers Association, Inc. (CUCA) 
on June 17, 2020, by North Carolina Sustainable Energy Association (NCSEA) on June 25, -2020, 
by Sierra Club on August 5, 2020, and .by Carolina Industrial Group for Fair Utility Rates II 
(CIGFUR) on August 25, 2020. The Commission granted CUCA 's petition-to intervene on June 
18, 2020, NCSEA's petition to intervene on June 26, 2020, Sierra Club's petition to intervene on 
August 6, 2020, and CIGFUR's petition to intervene on August 25,"2020. 

On June 29, 2020, the Commission entered an Order Se.hedulingHearing, Requiring Filing 
of Testimony, Establishing Discovery Guidelines, and Requiring Public Notice. That Order 
provided that direct testimony of intervenors should be filed on or before August 25, 2020, that 
rebuttal testimony shoul<;t be filed ori or before September3, 2020, and that a hearing-on this matter 
would be held on September 15,.2020. On September 14, 2020, DEP filed affidavits of publication 
indicating-that public notice had been provided in accordance with the Cmnmission's·procedural 
order issued on June 29, 2020. 

On August 7, 2020, the Commission issued an Order Scheduling Remote Hearings for 
Expert Witness Testimony due•to the COVID-19 pandemic. All parties subsequently tiled notices 
consenting to remote hearings. 

On August 21, 2020, DEP filed the supplementaJ testimony and revised exhibits and 
workpapers of Dana M. Harrington. 

On August 24, 2020, Sierra Club filed a motion for an extension of time to file testimony 
until August 27, 2020, noting in consequence the request for an extension of time for DEP to file 
rebuttal testimony until September 10; 2020. The Commission granted both requests on 
August 25, 2020. 

The intervention of the Public Stafiis recognized pursuant to N.(:.G.S. § 62-15(d) and 
Commission Rule Rl-l9(e). On August 25, 2020, the Public Staff filed the testimony and exhibit 
of Dustin R. Metz and the affidavit of Jenny X. Li, in accordance with N.C.G.S. § 62-68. 
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Ori· August 27, 2020, Sierra;Club·filed the testimony and·exhibits_of John A. Rosenkranz. 

On·Sepfem.ber I 0, 2020, DEP filed the rebuttal testimony of Dana M. Harrington and James 
J. McClay, Ill. 

On, September l i, 2020, DEP, the Public Staff, and Sierra Club filed a joint motion 
requesting that the Commission excuse DEP's-witnesses Regis Repko, Kenneth D. Church, Kelvin 
Henderson, Brett Phipps, Doi9a M. Harrington, andJames J. McClay III, the Public Sta_ffs witness 
Dustin R. Metz and- affiant Jenny X. Li, and ·sierra Club's witness John A. Rosenkranz from 
appearing at the September 15, 2020,, evidentiary hearing. and- accept ·-the expert witnesses' 
testimony and exhibits-into the reCOrd, representing that all parties to the proceeding had agreecl'to 
waive cross~cxamination of DEP's witnesses, the Public Staff's witness-and affiant, and Sierra 
Club's witness. On.September 11, 2020, the (:ommission issued an order· that excused all expert 
witnesses -from appearing.at the evidentiary hearing, received the witnesses' prefiled testimony, 
exhibits, and affidavits into the record, a:nd canceled the expert witness -hearing. The order also 
required that the parties file proposed orders, or brieJN, on or before October 1'6,,2020. 

The case came on .for hearing as scheduled on, September 15, 2020, for the purpose of 
accepting public witness _testimony.No public witnesses appeared at the.hearing. The Public Staff 
and DEP filed a joint proposed order on October 16~ 2020. On that same date, the Sierra·c1Ub filed 
a post-hearing.brief. 

Based upon the verified application, testimony, and· exhibits of 'the Company, the 
testimony,.affidavit, and exhibit ofthe·Public Staff, and the testimony and-exhibits cf Sierra Club 
that were received into the record, the·Com~iSsion makes'the·following: 

FINDINGS OF FACT 

I. Duke Energy Progress is a,duly organized corporation existing U!lder the laws of 
the·State of North Carolina,· is engaged in the business of developing, generating; transmitting, 
distributing, and. selling electric Power to the public 'in North Carolina, and is- subject tO the 
jurisdiction of the Commission -as a ,public utility. Duke Energy Progress is lawfully- before this 
Commission based upotijts application filed pursuant to N.C:G.S. §,62-133.2. 

2. The test period for purposes of this proceeding is the- 12 months-ended March 3 l, 
2020 (test period). 

J; ln its application and testimony in this proceeding, DEP requested a total decrease 
of $140.8 milli_on to its NOrth Carolina retail revenue requirement,associated-'!Yith .fuel and fuel
related costs, excluding tlie regulatory fee. The fuel and fuel-related cost factors requestecl'by DEP 
included Experience Modification Factor (EMF} riders to take ·into account fuel and fuel~related 
cost under-recoveries-experienced during the test,period of$64.9,million. This balance is net of an 
under-recovered balance of $41.5 million, incurred' during the. months of April through June of 
2019, which was included' in the EMF balance within the update period in DEP's 2019 rider 
proceeding. Docket NO. E-2, Sub 1204. This balahCC-also includes the deferred under~recovered 
balance of$7.3 million-in losse,s on the sale ofby-produ_cts, which were approved for cost recovery 
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through the fuel clause in the Commission's Order Allowing Recovery of Liquidated Damages 
andTransportation Costs dated July 28, 2020, in Docket No. E-'2, Sub 1204. 

4. In its direct supplemental testimony and supplmental exhibits in this proceeding, 
DEP updated its requested decrease in the North Carolina retail revenue requirement associated 
with fuel and fuel-related costs, excluding the rngu latory fee, to $141.2 million, which included an 
updated under-recovered EMF of$64.8 million. 

5. The Company's baseload plants were managed prudently and efficiently during 
the test period so as to minimize fuel and fuel-related costs. 

6. The Company's fuel and reagent procurement and power purchasing practices 
during the test period were reasonable and prudent. 

7. The test period per book system sales are 61,765,556 megawatt-hours (MWh). The 
test period per book system generation (net of auxiliary use and joint owner generation) and 
purchased poWer is 69,839,648 MWh and is categorized as follows: 

Net Generation Type 

Nuclear 
Natural Gas, Oil, and Biogas 
Coal 
Hydro-Conventional 
Solar 
Purchased Power- subject to economic dispatch 

or curtailment 
Other Purchased Power 

MWh 

28,861,332 
21,827,253 

8,371,720 
662,207 
258,435 

3,413,330 

Total Net Generation (may not add to sum due to rounding) 
6,445:371 

69,839,648 

8. The appropriate nuclear-capacity factor for use in this proceeding is 94.46%. 

9. The North Carolina retail test period sales, adjusted for weather and customer 
growth, for use;: in calculating the EMF are 37,852,870 MWh. The normalized test period North 
Carolina retail customer class MWh sales arc as follows: 

N.C. Retail Customer Class 

Residential 
Small General Service 
Medium General Service 
L_arge General Service 
Lighting 
Total (may not add to sum due to rounding) 
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16,191,429 
1,777,668 

10,949,334 
8,584,996 

349444 
37,852,870 
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10. The projected billing period (December 2020-November 2021) sales for use in this 
proceeding are 61,484,301 MWh on a system basis and 37,750,364 MWh on a North Carolina 
retail basis. The projected billing period North Carolina retail customer class MWh sales are as 
follows: 

N.C .. Retiil Customer Class Projected Billing Period MWh Sales 

Residential 
Small-General Service 
Medium Genera1·scrvice 
Large General Service 
Lighting 
Total (may not add to sum due to rounding) 

16,171,290 
1,784,993 

10,287,749 
9,128,353 

377 978 
37,750,364 

11. The,projected billing period system generation and purchased power for use in this 
proceeding in accordance with projected billing period system sales is 67,439,293 MWh and is 
categorized as follows: 

Generation Type 

Nuclear 29,730;338 
18,943,545 
7,940,674 

Gas Combustion Turbine (CT) and Combined Cycle (CC) 
Coal 
Hydro 
Solar 
Purchased Power 

650,353 
256,176 

9,918,206 
67,439,293 Total (may not·add to sum due to rounding) 

12. The appr6priate fuel and fuel-related prices and expenses for use in this proceeding 
to·detennine projected system fuel·expense are as follows: 

A. The total nuelear fuel.price is $6.20/MWh. 
B. The gas CT and CC fuel price is $25.88/MWh. 
C. The coal fuel price is $30.59/MWh. 
D. The appropriate expense for ammonia, lime, limestone, urea, dibasic acid, 

sorbents, and catalysts consumed ·in reducing or -treating emissions 
(collectively,.Reagents) is $20,467,213. 

E. The total system purchased poWer cost (including the impact or Joint 
Dispatch· Agreement (JDA) Savings Shared' and the impact. of House Bill 
589, N.C. Sess. L. 2017-192) is $458,166,122. 

F. System fuel expense recovered through intcrsystem sales is $82,750,327. 

13. The projected fucl·and fuel-related costs for the North Carolina retail jurisdiction 
for use in lhis proceeding are $808,620,116. 

14. The Company's appropriate Norlh Carolina retail jurisdictional fuel and 
fuel related expense under-collection for purposes ofthe'EMF is $64,754,391, consisting of under-
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recoveries of $29,153,931, $863,226, $10,505,756, $22,900,801, and $1,330,678, for the 
Residential, Small General Service,.Medium General Service, Large General Service, and Lighting 
classes, respectively. These amounts include'the deferred under-recovered losses on the.sale of 
by-products from the prior year as follows: $3,080,009, $375,378,.$2,123,029, $1,614,722, and 
$67,033, for the Residential, Small General Service, Medium General Service, Large General 
Service, and Lighting classes, respectively; 

15. The decrease in customer class fuel and fuel-related cost factors from the amounts 
approved in Docket No. E-2, Sub 1204 should be allocated among the tate classes on a uniform 
percentage basis, using the uniform bill adjustment methodology that was approved by the 
Commission in that docket. 

16. The appropriate prospective fuel and fuel-related cost factors for this-proceeding 
for each ofDEP's rate classes, excluding the regulatory fee, are as follows: 2.080¢/kilowatt-hour 
(kWh) for the Residential class; 2.126¢/kWh for the Small General Service class; 2.228¢/kWh for 
the Medium General Service class; 2.204¢/k:Wh for the Large General Service class; and 
l.392¢/kWh for.the Lighting class. 

17. The appropriate EMFs established in !his proceeding, excluding the regulatory fee, 
are as follows: 0.180¢/k.Wh,for the Residential class; 0.049¢/kWh for the Small General Service 
class; 0.096¢/kWh for the ·Medium General Service class; 0.267¢/kWh for the Large General 
Service class; and 0.381¢/k:Wh for the Lighting class. 

18. The tota1 _net fuel and fuel-related cost factors for this proceeding for.eacl! ofDEP's 
rate ·classes, excluding the regulatory fee, are as follows: 2.260¢/k:Wh for the Residential class; 
2.175¢/k:Wh for the Small General Service class; 2.324¢/k:Wh for the Medium General 'Service 
class; 2.471 ¢/kWh for the Large Gen·eral Service class; and 1.773¢/k:Wh for the Lighting class. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. I 

This finding of fact is essentially inforrrtational, proccdural,.and jurisdictional in nature and 
is uncontroverted. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 2 

N.C.Gen.S. § 62-133.2(c) sets out the verified, annualized infonnation that each electric 
utility is required to furnish to the Commission in an annual fuel and fuel-rela_ted cost adjustment 
proceeding for a historical 12-month test period. Commission Rule R8-55(b) prescribes the 12 
months ending March 31 as the test period for DEP, The Company's filing in this proceeding was 
based on the,J2 months ended March 31, 2020. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 3 

The evidence for this finding of fact is contained in the application, the direct testimony of 
Company witness Harrington, and the entire record in this proceeding. This finding is not contested 
by any party. 
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EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 4 

The evidence for this finding_ of fact is,contained in the supplemental direct testimony of 
Company witness Harrington. This fmding is not contested by any party. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5 

The evidence for this finding of fact is contained in the testimony of Company witnesses 
Henderson and Repko and the testimony of Public StaITwitness Metz. 

Commission Rule R8-55(d){l) provides that capacity factors for nuclear production 
facilities will be normalized based generally on the national average for nuclear production 
facilities as reflected in the most recent North American Electric Reliability Corporalion (NERC) 
Generating Availability Report, adjusted to reflect the unique, inherent characteristics of the utility 
facilities and,any unusual events. Company witness Henderson testified that DEP's nuclear fleet 
consists of three generating stations and a total of four units. He testified that the Company's four 
nuclear units operated at a system average capacity factor of91.79% during the test period. Neither 
this annual capacity factor, nor the Company's two-year average capacity factor of90.50%, met 
the five-year industry weighted average capacity factor of92.72% for the period 2014-2018 for 
average comparable units on a capacity-rated basis, as reported by NERC in its latest Generating 
Unit Statistical Brochure. The current test period included three refueling outages and nuclear units 
were removed from service in response to hurricane force winds for the second consecutive year. 

To rebut the presumption of imprudence under Rule R8-55(k), Company witness 
Henderson addressed two particular unplanned outages. First, he testifie'd that the most significant 
unplanned outage during the test period resulted from a 23-day outage at the Robinson plant. 
According to his testimony, an investigation determined that the main generator exciter failed 
suddenly with no prior indication of problems. Periodic inspections prior to the failure found no 
significant deficiencies. In addition, the Company's post-event investigations determined that prior 
inspections and preventative and corrective maintenance were performed correctly. Witness 
Henderson testified that this outage was unpredictable and unpreventable. Second, witness 
Henderson described the hurricane-related and unplanned outages at both Brunswick units during 
the test period. Excluding the Robinson outage caused by the unforeseeable exciter failure and the 
Brunswick outages attributable to Hurricane Dorian, witness Henderson-stated that the Company 
would have achieved a test period nuclear capacity factor of 93.56%, which would exceed the 
NERC 5-year average of 92~72%. Witness Henderson testified that this evidence supports the 
Company's belief that it operated-its nuclear plants in a safe, reliable, and prudent manner during 
the test period. 

Company witness Repko testified concerning the performance. of DEP's fossil/hydro 
assets. He slated that the Company's generating units operated efficiently and reliably during the 
test period. He explained that severa.1 key measures are used to evaluate operational performance, 
depending on lhe generator type: (I) ·equivalent availability factor (EAF), which refers to the 
percent of a given time period a facility was available to operate at full power, if needed (EAF is 
not ttITccted by the manner in which the unit is dispatched or by the system demands; it is impacted, 
however, by planned and unplanned (i.e., forced) outage time); (2) net capacity factor (NCF), 
which measures the generation that a facility actually produces against the amount of generation 
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that theoretically could be produced in a given time period, based upon its maximum dependable 
capacity (NCF is affected by the dispatch of the unit to serve customer needs); (3) equivalent 
forced oulagc rate (EFOR), which represents 1hc perccnlage of unit failure (unplanned outage 
hours and equivalent unplanned dcrated hours); a low ·EFOR represents fewer unplanned outage 
and derated hours, which equates to a higher reliability ,measure; and (4) starting reliability (SR), 
which represents the percentage of successful starts. 

Witness Repko presented the following· chart, which shows operational results, categorized 
by generator type, as well as results from the most recently published NERC Generating 
Availability Brochure for the period 2014 through 2018: 

t' ·:t.\f'},',;:li::::, iii\~\ i 
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•. NERC-Ave~ge :units , 
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EAF 76.3% 80.7% 

Cool-Fired Test Portor/ NCF 27.1% 56.3% 309 

EFOR 5.5% 8.6% 

Coal-Fired Swnmor Peak EAF 91.8% n/a n/a 

EAF 81.6% 64.9"/4 

Total CC .,hvago NCF 66.0% 53.6% 
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EFOR 0.77% 5.1% 

Total CT .l.1'l!1'age 
EAF 82.7% 87.5% 

750 
SR 98.7% 98.3% 

Hydro EAF 64.9% 80.2% J,063 

Company witness Repko also testified 1hat the Company, like other utilities across the 
United States, has experienced a change in the dispatch- order for each type of generating facility 
due to continued favorable economics resulting from the lower pricing of natural gas. Gas-fired 
facilities provided 62% of the DEP fossil/hydro generation during the test period. 

Public Staff witness Metz noted that the Company did not meet the standard found in 
Commission Ruic R8-55(k). However, based on his review of the specifics that caused or 
contributed to the outage_s, Hurricane.Dorian re_latcd outages, and Company actions from both a 
technical-and commercial aspect, he testified that 1he overall costs and plant perfonnances for the 
test period were adequate. 

The Commission concludes that DEP successfully rebutted the presumption Of imprudence 
under Commission Ruic R8-55(k) through the testimony of Company witness Henderson' as 
described above. Further, there was no evidence to the contrary and no party challenged the 
prudency of the operation of the Company's bascload units. Therefore, the.Commission finds and 
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concludes that DEP managed and· operated its· baseload plants prudently and· efficiently to 
minimize its fuel and fuel-related coS~. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 6 

Commission Rule R8-52(b) requires each electric utility to file a Fuel Procurement 
Practices Report at least once every IO years and each time the utility's fuel procurement practices 
change. The Company~s revised fuel procurement practices were filed with the Commission ,in 
Docket No. E-100, Sub 47A in 201-5, and were in_ effect throughout the 12 months ending March 
31, 2020.-In addition. the Company files monthly reports of its fuel.and fuel-rel8.!ed costs pursuant 
to Commission Rule R8'-52(a): Further ·evidence for this finding of fact is contained in the 
,testimony of Company witnesses Harrington, Church. Phipps, and Repko. 

Company witness Harrington testified that DEP'S fuel procurement Strategies that mitigate 
volatility in supply costs are a key factor in DEP's ability to ma_intain ,lower -rue1 ,and 'fuel-related 
rates. Other key factors include DEP's diverse generating portfolio mix•tof nliclear; natural gas, 
coal, and hydro; low~r natural gas and co;il prices; the capacity factors of its nuclear fleet; the 
~_mbination ofDEP's·andDEC's respective expertise in procwing, transporting, managing and 
blendillg.fuels, procuring reagents,.and utilizing Purchasing synergies of the combined Company, 

•as well as the joint dispatch·of.DEP's and.O&C's generation resources. 

Company witness Church testified that DEP's nuclear fuel procurement practices involve 
computing near and long-tenn consumption forecasts, establishing nuclear system inventory 
levels, projecting required annual fuel purchases.- requesting J:!roposals from qlJalified suppliers, 
negotiating a portfO!io- of long-tenn .contracts from diverse sources of supply, and monitoring 
deliveries against contract commitments. Witness Church cxplain'ed that for uranium concentrates, 
cOnvers_ion, and enrichment sel'Vices; long-tenn contracts are used,extensively•in-the industry to 
cover forward requirements and ensure,·security of supply. He also stated that, throughout the 
industry, the initial delivery under nei,y long-tenn ·contracts commonly. occurs several years after. 
contract execution. For. this re<!_son; DEP relies exten_sively on 1ong-tenn contracts to-cover the 
largest portion of its forward·requirements. By" staggering long-tenn cOritracts over time for these 
colllponents o_f the nuclear fuel .cycle,_DEP-'s pu(!:hases_ within a given.year-consist of a blend of 
contract priCCS negotiated at many different periods in the markets, which .has the effect of 
smoothing out the Company's exposure to price volatility. He further_stated thafdi\lersifying fuel 
suppliers redllces DEP's exposure,to possible disruptions from any single.source ofsu"pply. Due 
to the techhicai-complexities of changing .fabrication services supplie~, DEP generally sources 
these· services-to a single domestic supplier on_·a plant~by-plant basis-using-multi-year contracts. 

Company witness Phipps described DEP's fossil 'fuel procurement practices, set forth in 
Phipps Exhibit I. Those,practices include computing near and long~tenn consumption forecasts, 
detennining and designing 'inventory targets, inviting proposals 'from all qualiffod suppliers, 
awarding contra_cts based_ on the lowest evaluated offer, monitoring delivered coal volume and 
quality against contract commitments, and conducting short-tenn and, spot purchases to 
supplement tenn supply. 

Accordµlg-to witness,Phipps, the Company's average delivered coal cost per ton increased 
·approximately 3%, from $84.81 per ton in the prior test period lo $86.94 per ton in ihe test period. 
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The Company's transportation costs decreased approximately 3%, from $32. 72 per ton in th~ prior 
test period to $31. 76 per ton in the test period. 

Witness Phipps stated that DEP's .current coal bwn ,projection for the. billing period' is 
3.3 million tons compared to ;J.6 million. tons consumed ,during the test period. DEP's billing 
period projections for CQal generation ·may be i_mpacted duflo changes from,, but not limited to, 
the following factors: delivered natural gas prices versus the average delivered cost of coal, volatile 
power prices, and electric demand. Combining coal and transportation costs, DEP projects average 
delivered coal costs of approximately $74.41 per ton for the billing-period compared to $86.94 per 
ton in the test period. 

Aecording to witness Phipps, DEP continue~ to maintain a comprehensive coal and natural 
gas procurement strategy th.it hits-Proven successful over the years in Jimiting average annual fuel 
priCt} changes while actively managing the dynamic demands of its fossil fuel generation fleet in a 
reliable and,cost-effective manner. 

Witness· Phipps further testified that DEP's ,curreqt natural gas burn projection for the 
billing period·is approximately 135;0 million MM.Btu, which is a decrease frl;>m the 166.6 million 
MMBtu consumed during tlie test period. The current average forward Henry Hub price for the 
billing period is $2.64 per MMBtu,. compare<f' to $2Jl per MMBtu in the test period. Wilness 
PhippS 111s0 testified that tlie Company's ave~ge price of.gas purchased ,for the test period was 
$3. 74 per MMBtu, compared to $4.05 per MMBtu in the pri_or test period, representing a decrease 
of approximately 8%. 

In addition. in.response to the Comrriission's Nov·ember 25, 2019 Order Approving Fuel 
Charge Adjustment in .Doc_ket No. E-2, Sub 1204, witness Phipps. testified to the results-of the 
Company'.s review.of historic price fluctuations and whether its current method of forecasting and 
he~ging should be adjusted,to mitigate the·riskof Signific,ant.wider-recovery of fuel costs. Based 
on its evaluation. the Company·detennined that no adjustments were needed to its cliITent method 
of forecasting or to its physical he4gipg program. However, th_e Company continues to •refine and 
add modeling capabilitieS th~ will provide additional infonnation to help with _analyzing fuel 
forecasts and needed procurement activities, and associated ·ranges. of potential costs. The 
Company also recommehdsextending financial hedging activities for a lower.percentage in rolling 
years four and five to mitigate cost risks for customers as explained in more detail in Phipps 
Confidential Exhibit 4. 

Sierra Club witness Rosenkranz testified regarding the natural gas supply costs that DEP 
was seeking to recover in this proceeding. Witness Rosenkranz did not recommend .µiy changes 
to the Company's proposed fu~I rates. However, witn~s Rosenkranz testified concerning certain 
alleged deficiencies in DEP's fuel application and'monthly reports.and further alleges that some 
wispecified.portion ofDEP's long-tenn contr.ictsfor natural gas transportation are not needed. 

In rebuttal tesl4nony, Company wil:iless Harrington testified that the Company's fuel rider 
application, including the supporting testimony, exhibits~ and workpa_pers, fully complies with 
applicable law and providCs sufficient infonnation to demonstrate the reasonableness and prudence 
of the Company's fuel costs, including its· natural gas costs. Company witness McClay testified 
that the Company's finn transportation (FT) provides the widerlying framework for fhe Company 
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to manage the natural gas supply needed to provide reliable, cost-effective generation for its 
customers, and that customers receive benefits from the Company's FT in the fonn of lower cost 
gas supply, intraday supply adjustments at minimal cost, and mitigation of punitive pipeline 
imbalance penallies. Witness McC!ay further noted that witness Rosenkranz made generalized 
statements concemirig,the Company's Ff but never actually renders a specific recommendation. 
that the Company should exit a particular FT arrangement. Therefore, in the context of this 
proceeding, there is no specific recommended action for the CommisSion to· consider. Witness 
McClily further asserted that even if witness Rosenkranz was making a specific FT 
recommendation, his testimony was deficient in terms of the rigor and depth of analysis that would 
be required to support-such a recommendation. 

S«:tion 62-133.2(al )(3) permits DEP to recover the cost of "ammonia, lime, limestone, 
urea, dibasic·acid, sorbents, and catalysts consumed in reducing or-treating emissions." Company 
Witness Repko testified that the Company's fossil/hydro/solar generation portfolio consists of 
·8,933 MWs. of generating capacity, 3,166 MWs of which is coal-fired generation across two 
generating 'stations and a total of five units. These units are equipped with emission control 
equipment, including selective catalytic reduction (SCR) equipment for removing nitrogen oxides 
(NOx), flue gas desulfurization (FGD or scrubber) equipment for removing sulfur dioxide (SO2), 
and, low NOx burners. This inventory of coal-fired assets with emission control equipment 
enhances DEP's ability to maintain current environmental compliance and concurrently utilize 
coal with increased sulfur content, thereby providing flexibility for DEP to procure the most cost
effective options for fuel supply. 

Company witness Repko further testified that overall, -the type and quantity of chemicals 
used to reduce emissions at the plants varies depending on the generation output of the unit, the 
chemical constituents in the fuel burned, or the level ·of emissions reduction required. 

Sections 62-133.2(al )(4), (5), (6), and (7) permit the recovery of the cost of non-capacity 
power purchases subject to economic dispatch•or «:anomic curtailment; capacity costs of power 
purchases associated with qualifying facilities subject to economic dispatch; certain costs 
associated with power purchases from renewable energy facilities; and the fuel costs of other 
power purchases. Company witness Phipps testified that DEP wid DEC utilize the·Samc process 
to,ensure that the assets of the Companies are reliably and economically available to serve their 
respective customers. To that.end, both,,companies.consider numerous factors such as the latest 
forecasted fuel prices, transportation rates,. planned maintenance and refueling outages ·at the 
generating units, generating unit performance parameters, and expected market conditions 
associated with power purchases and off-system sales opportunities, in order to determine the most 
economic and reliable means,ofserving their customers. 

The Commission does not find the testimony of Sierra Club witness Rosenkranz to be 
persuasive with regard to any specific action. First, witness Rosenkranz has not recommended any 
adjustment to the fuel factors proposed in this proceeding. Second, the Commission agrees with 
Company witness Harrington that the sufficiency of the Company's fuel application should be 
evaluated based on the requirements of applicable law. Intervenors have the right to request any 
additional infonnation they believe to be necessary through the well-established discovery process. 
The scope and level of detail contained in the Company's application, testimony, exhibits, and 
workpapers as filed in this proceeding conforms with applicable law and is consistent with prior 
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applications_. 'The Coriunission pri:Vi6usly ~eclin~ to accept nearly identical re~omm~ndations 
raised by Sierra.Club in,the 2020 Duke Energy Carolinas LLC~s fuel-application (Docket No. E-7., 
SUb 1228) and siniilfilly declines,to adopt such recommendations in this proceeding. Furthennore, 
witness Rosenkranz has no~ actually made a recomm~ndatfon conc_eming ,a specific FT 
arrangement that is imprudent, and the. Commission agrees with witness McClay that witness 
Rosenkranz' generalized observations regarding capac_ity release market~. and the Companies' 
ability to,obtain capacity and-deliv~red gas _h_istorically-does not provide _a sufficierit basis to take 
action, particularly given that witness Rosenkranz inade no· attempt to assess the Company's needs 
and the reliability risks associated with such markefreliance nor to assess the unique operational 
challeng~ that have arisen and- are like!)' to worsen due to the fully subscribed nature. of the 
existing interstate,pipelines·as was further described by O;,mpany Witn.ess McClay. 

Aside from Sierra Club,.no party presented testimony contesting the:Company's fuel and 
reagent procurement and power purchasing.practices. Based··upon the fuel procurement'practices 
report, the evidence in the record, and the, absence of any testimony to the contrary, the 
C_Ommission concludes that these practices·.were reasonab_le and prudent durin& the-test period. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 7 

Tue evidence supporting this:finding of fact is contained·in the-testimony and exhibits of 
Company witness Harrington. 

According·to the.exhibits sponsored by·Company-witness Harringtori, -the 'test period per 
book system sales w~re 61,765,556 MWh, and test period p~r book ·system generation and 
purchased power,amounted to 69,83.9,648 MWh (n~t of auxiliary use and joint owner generation). 
The _test period per book -system generation and purchased power are categorized as follows 
(Harrington Exhibit 6): 

Net Generation Type 

Nuclear 
Natural Gas, Oil and Biogas 
Coal 
Hydro-Conventional 
Solar 
Purehased.Power- subject to economic.dispatch 

or curtailment 
Other Purchased Power 
Total Net Generation (may not add to sum due to rounding) 

MWh 

28,861,332 
21,827,253 

8,371,720 
662,207 
258,435 

3,413,330 
6 445,371 

69,839,648 

The evidence presented regarding the operation .and performance of the .Companj's 
generation facilities is discussed in the':EvidCflce and·COnclusio_ns·for Finding ofFacfNo. 5: 

No party contested witness Harr_ington's exhibits setting forth per books system sales, 
generation by fuel type, and purchased power. Therefore, based on the evidence _presented and 
·noting the ab.Senc~ of evidence presented to the cOntrary, the Commission·concludes that the per 
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books levels oftest period system sales of61,765,556 MWh and system generation and purchased 
poWer of69,839,648 MWh are reasonable and appropriate for use in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 8 

The evidence supporting this finding of fact is contained in the testimony and exhibits of 
Company witness Henderson ahd the testimony of Public Staff witness Metz. 

Commission Ruic R8-55(d)(l) provides that capacity factors for nuclear production 
facilities will be normalized based generally on the national average for nuclear production 
facilities as reflected in the most recent NERC Generating Availability RCport, adjusted to reflect 
the unique, inherent characteristics of the utility's facilities and any unusual events. The Company 
proposed using a 94.46% capacity factor in this proceeding based on the operational history of the 
Company!s nuclear units, and the number of planned outage days scheduled during the 2020-2021 
billing period. This proposed capacity factor exceeds the five-year industry weighted average 
capacity factor of92.72% for the period 2014-2018 for average comparable units on-a capacity
rated basis, as reported by NERC in its latest Generating Availability-Report. Public Staff witness 
Metz did not dispute the Company's proposed use Of a 94.46% capacity factor. 

Based ,upon the requirements of Commission Rule R8-55(d)(l), the historical and 
reasonably expected performance .of the DEP system, and the fact that the Public Staff did not 
dispute the Company's proposed capacity factor, the Commission concludes that the 94-.46% 
nuclear capacity factor, and its associated generation of 29,730,338 MWh, are reasonable and 
appropriate for detennining the appropriate fuel and fuel-related-costs in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 9-11 

The evidence supporting these findings of fact is contained in the testimony and exhibits 
of Company witness Harrington. 

On her Exhibit 4, Company witness Harrington set forth the test year per books North 
Carolina retail sales, adjusted for weather and customer growth, of37,852,870 MWh, comprised 
of Residential class sales of 16,191,429 MWh, Small General Service sales of 1,777,668 MWh, 
Medium General Service sales of I 0,949,334 MWh, Large General Service sales 8,584,996 MWh, 
and Lighting class sales of349,444 MWh. 

Witness Harrington used projected billing period system sales, generation, and purchased 
power to calculate the proposed prospective component of the fuel and· fuel-related cost rate. The 
projected system sales level used, as set forth on Revised Harrington Exhibit 2, Schedule I, is 
61,484,301 MWh. The projected level of generation and purchased power used was 
67,439,293 MWh (calculated using the 94.46%-capacity factor found reasonable and appropriate 
above), and was broken down by witness Harrington as follows, as set forth on that same schedule: 
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Generation Type 

Nuclear 
Gas Combustion Turbine and Combined Cycle 
Coal 
Hydro 
Solar 
Purchased Power 
Total (may not add to sum due to rounding) 

MWh 

29,730,338 
18,943,545 
7,940,674 

650,353 
256,176 

9,918,206 
67,439,293 

As part of her Revised Workpaper 8, Company witness Harrington also presented an 
estimate of the projected billing period North Carolina retail Residential, Small General Service, 
Medium General Service, Large General Service, and Lighting MWh sales. The Company 
estimates billing period North Carolina retail MWh sales to be as follows: 

N.C. Retail Customer Class 

Residential 
Small General Service 
Medium General Service 
Large General Service 
Lighting 
Total (may not add to sum due to rounding) 

Projected MWh Sales 

16,171,290 
1,784,993 

10,287,749 
9,128,353 

377 978 
37,750,364 

These class totals were used in Revised Harrington Exhibit 2, Schedule I, in calculating 
the total fuel and fuel-related cost factors by custoiner class. 

Based on the evidence presented by the Company,_ the Public Staffs-acceptance of the 
amounts presented by the Company, and the absence of evidence presented to the contrary, the 
Commission concludes that the projected North Carolina retail levels of sales set forth -in the 
Company's exhibits (nonnalized,for weather and customer growth), as well as the projected levels 
of generation and purchased power, are reasonable and appropriate for use in lhis proceeding. 

EVIDENCE AND CONCLUSION FOR FINDING OF FACT NO. 12 

The evidence supporting this finding of fact is contained in the testimony and exhibits of 
Company witnesses Harrington and Phipps and the testimony of Public Staff witness Metz. 

In her Exhibit 2, Schedule 1, Company witness Harrington recommended the fuel and fuel
related prices and expenses. The total adjusted system fuel and fuel-related expense, based in part 
on the use of these amounts, is utilized to calculate the prospective fuel and fuel-related cost factors 
recommended by the Company and the Public Staff. 

In his testimony, Public Staff witness. Metz stated that, based on his investigation, the 
projected fuel and fuel-related costs (including reagents) set forth in DEP's application and 
testimony.are reasonable and in accordance with the requirements of N.C.Gen. Stat. § 62-133.2. 
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No other party presented evidence on the level of DEP's fuel and fuel-related prices 
and expenses. 

Based upon the e.vidence in the record as to the appropriate fuel and fuel-related pric;es·aild 
expenses, the Commission concludes that ihe fuel and fuel-related prices recommended by 
Company witness Harrington and accepted by the Public Staff for pµrposes of detennining 
projected system fuel expense are reasonable and appropriate for use in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 13 

The evidence supporting this finding of fact is contained in the testimony and exhibits of 
Company witness Harrington and the testimony of Public Staff witness Metz. 

According to Revised Harrington Exhibit2, Schedule 1, the projected fuel and fuel-related 
costs for theN_orth Carolina retail jurisdiction for use·in this proceeding are $808,620,116. Public 
Staff witness Metz did not take issue with her calculation. 

Aside- from the Company and the Public Staff, no other party presented or elicited 
testimony contesting the Company's project~d fuel and fuel-related cosis for the North Carolina 
retail jurisdiction. Based upon the evidence.in the record.and the absence of any direct-testimony 
to the contrary, the Commission concludes that the Company's projected total·fuel and fuel-related 
cqst for the North Carolina reta,jlju.risdiction of$808,620,I 16 is reasonable. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 14-18 

The evidence supporting these_ findings of fact is contained in the testimony and exhibits 
of Company witness Harrington, and the testimony· and affidavit of Public Staff witness Metz and 
affiant Li. 

Company witness Harrington presented DEP's original fuel and fuel-related ,expense 
(over)/under-collection and prospective fuel and fuel-related cost factors. Company witness 
Harrington's testimony sets .forth, the projected fuel and fuel-related· costs, the amount of 
(over)/under-collection for purposes of the EMF; the method for allocating the dec~e in fuel 
and fuel-related costs, .the composite fuel and fuel-related cost factors, and EMFs, albng with 
supplemental revised exhibits and workpapers. Public Staff affiant,Li a@eed that DEP's EMF 
increment/(decrement) riders for each customer class should be approved based on the following 
under-recoveries, which include the deferred un_der-recovered losses·on the sale of-by-products of 
$7.3 million from-the prior year fuel Docket No. E-2, Sub 1204: 

N.C. Retail Customer Class 

Residential 
Small General.Service 
Mediwn General Service 
Large General Service 
Lighting 
Total (may not add to sum due to rounding) 
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Under-Recovery 

$29,153,93 I 
863,226 

10,505;756 
22,900,801 

1,330,678 
$64,754,391 
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As a· result of these amounts, Public Staff ,affiant Li recommended approval of the 
following EMF incremenU(decremeni) billing factors, excluding the regulatory fee: 

N.C. Retail 
Ci.Istomer Class 

Residential 
Small General Service 
Mediwn General Service 
Large General Service 
Lighting 

EMF IncremenU 
(Decrement)·(cents/k:Wh) 

0.180 
0.049 
0:096 
0.267 
0.381 

The Commission concludes that the EMF incremenU(decrement) billing factors as se_t forth 
in the affidavit of Public·Staff affiant Li are reasonable and appropriate for use in this proceeding. 

Company ~tness Harrington calculated the Company's proposed fuel and fuel-related cost 
factors using a uniform bill adjustment method. She stated that the decrease in fuel costs from the 
amounts approved.in Docket No. ~2, Sub 1204 should be allocated among-the rate classes.on a 
unifonn percentage basis, U.Sing the uniform bill adjustment methodology utilized in past DEP fuel 
cases.approved by this Commission_. No party opposed the use of this allocation. method._Public 
Staff.witness Metz recommended the-approval of the prospective and total fuel and fuel-r_elated 
cost factors (excluding regulatory fee) set forth in the supplemehtal testini.ony of 
Witness Harrington. 

88.sed upon-the testimony and exhibits in.the record, the Commiss_ion concludes that DEP':S 
projected fuel and fuel-related cost of$808,620,I 16 for the North Carolina'retailjurisdiction for 
use in this proceeding is reasonable. The Commission also concludes that- the EMF 
increlTlenU( decrement) riders for eaeh class set forth. in the affidavit of Public Staff witness Metz 
and _the affidavit of Public St¢faffiant Li i!} this proceeding, excluding the regulatory fee, and the 
Public Staff's prospective fuel and fu_el-related-cost factors proposed in this proceeding for. each 
ofthe,rate·classes, are appropriate. Additionally, the Commission concludes that DEP's decrease 
in fuel-and fuel-related· costs from the-amounts ·approved in Docket No. E-2, Sub 1204 should be 
,allocated among the rate classes oii ·a uniform percentage basis, using the uniform bill adjustment 
niethodology approved by this Commission in DEP's past fuel cases. 

The test period and projected fuel and fuel-related costs, and· the proposed factors, 
including the EMF, are not opposed by·any party. Accordingly, the overall fuel aJid·fuel-related 
cost calcufation, incorporating the conclusions reached herein, results in net fuel and fuel-related 
cost fB.ctors of 2.260¢/k.Wh for the Residential class, 2.175¢/k:Wh for the Small General Service 
class, 2._324¢/k:Wh for the MediWll General Service class, 2.471¢/k:Wh for the· large General 
Service ~lass, and 1.773¢/k:Wh for the Lighting.class, excluding.regulatory fee, consisti~g Of the 
prospective fuel and fuel-related cost factors of 2.080¢/kWh, 2.126¢/kWh, 2.228¢/kWh, 
2.204¢/kWh, and 1.392¢/kWn, and EMF increments/{decrements) of 0.180¢, 0.049¢, 0.096¢, 
0.267¢, and 0.381¢/k:Wh for the Residential, Small General Service, Medium G_elleral Service, 
Large General ·Service, and Lighting classes, respectively, all excluding the regulatory fee. 
The billing factors, both excluding and including the regulatory fee, are shown.in Appendix A to 
this order. 
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IT IS, THEREFORE, ORDERED: 

I. That, effective for service rendered on and after Decemb_er I, 2020, DEP shaJI 
adjust the base fuel and fuel•related cost factors in its North Carolina retail rates, as approved in 
Docket No. E-2, Sub 1142, amounting to ,l.993¢/k:Wh for the Residential ·class, 2.088¢/k:Wh for 
the Small General Service class, 2.431¢/k:Wh for the Medium Genera] Se_rvice class, 2.253¢/k:Wh 
for the Large General Service class, and 0.596¢/k:Wh for the Lighting ·class (all excluding the 
regulatory fee), by amounts equal to 0.087¢/kWh, 0.038¢/kWb, (0.203)¢/kWh, (0.049)¢/kWh and 
0.796¢/k:Wh, respeciively, and further, that DEP shall adjust the resulting approved prospective 
fuel and foci-related cost factors by EMF increments/(decrements) or 0.180¢/k:Wh for the 
Residenlial class, 0.049¢/k.Wh for the Small Genera] Service class; 0.096¢/k:Wh for the Medium 
General.Service class, 0.267¢/k:Wh for the Large General Service-class, and 0.381¢/k:Wh-for the 
Lighiing,class (excluding the regulatory fee). The EMF increments are to remain in effect for 
service rendered through November 30, 2021; 

2. That DEP·shall file appropriate rate·schedules and•riders-with the Commission in 
order to implement these approved· rate adjustments to be effective for service rendered on and 
after December 1,.2020, as soon· as. practicable, but not later than ten·days after. the date that the 
Commission issues orders in this docket as well-as in Docket Nos. E-2, Subs 1251, 1253, and 1254; 
aod 

3. That DEP shall work with the Public Staff to jointly prepare a proposed notice to 
customers of the rate·adjustmei1t ordered by the Commission in this Docket, as well as in Docket 
Nos. E-2, Subs 1251, 1253, and 1254, and the Company shall file the proposed notice to customers. 
for Commission approval as soon as practicable. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 30th day ofNovembcr,-2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chie[Clerk 
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APPENDIX A 

Rates in ¢/kWh excluding regulatory.fee: 

A B C D E F 

Increrrent/ Prospective Bill:d 
(Decrement) Rate: EMF Rate: 

Base Fuel to Base Fuel Colunm locrenEn! / EMF Interest Colmms 
Class Rate Rate A+B (Decrement) m--mentl C+D+E 

Resident0l 1.993 0.087 2.080 0.180 - 2.260 

Smill General Service 2.088 0.038 2.126 0.049 - 2.175 

Medium General Service 2.431 ,(0.203 2.228 0.096 - 2.324 

IT :irPP. General Service 2.253 (0.049 2.204 0.267 - 2.471 

Vohimo 0.596 0.796 1.392 0.381 - 1.773 

Rates in ¢/kWh'including regulatory fee: 

A B C D E F 
Increrrent / Prospective Bill:d 
(Decrement) Rate: EMF Rate: 

Base.Fuel to Base Fuel Columas lncrenEnt / EMF Interest Columas 
Class Rate Rate A+B {Th,,crerrcnt) (Decrerrent) C+D+E 

ResidentiaJ 1.996 0.087 2.083 0.18 - 2.263 

Snnil General Service 2.091 0.038 2.129 0.049 - 2.178 

Medium General Service 2.434 (0:203 2.231 0.096 - 2.327 

lame General Servi;e 2.256 (0.049 2.207 0.267 - 2.474 

Liohmm 0.597 0.797 1.394 0.381 - 1.775 
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DOCKET NO. E-7, SUB 1242 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

Application-of Duke Energy Carolinas, 
LLC forAuthoriz.ation under N.C. Gen. 
Stat. § 62-161 to Issue and Sell Securities 

ORDER GRANTING 
AUTHORITY TO ISSUE AND 
SELL ADDITIONALSECURITIES 

BY THE COMMISSION: Duke Energy Carolinas, LLC (the Company) filed an 
Application on September 3, 2020 requesting authorization under N.C Gen. Stat § 62-161 to issue 
and sell ·a maximum of $4,000~000,000 aggregate principal amount of securities ·of all or any 
combination· of-Proposed Debt Securities, Long-Tenn Bank Borrowings; Tax Exempt Bond 
Obligations, Lease Financing Obligations, and Interest Rate Management Agreements 
(collectively, the Proposed Securities). Based upon the verified Application. and the Commission's 
entire'files and records in this·matter, the Commission now makes the following: 

FINDINGS OF FACT 

1. The Company is a·limited liability,company duly organiz.ed·and existing under the 
laws of the State of North Caroliria. It is duly authorized by.its-governing documents and _the law 
of this State to engage in,the business of generating, transmitting, distributing-and selling electric 
power and energy. It holds a ce;rtificale of authority to transact business in the State of South 
C;;rrolina and is authorized,to conduct and-.carry on business in South Carolina-and 'is conducting 
and carrying on the businesses above mentioned in each of said States. It is a public utility under 
the laws of North.Carolina and in.its operations in this State is subject to-the jurisdiction of this 
Commission. It is also a public utility under the laws of the State of South Carolina, and in its 
operations in that State is subject to the jurisdiction of the Public Service Commission of South 
Caro_lina. It is a public utility under the Fed_eral Power Act, and certain of its operations are sutiject 
to the jurisdiction of the Federal Energy Regulatory Commission. The Company is a wholly 
owned subsidiary of Duke Energy Corporation, which is a holding.company headquartered in 
Charlotte, North Carolina. Duke Energy Corporation wholly ·owns six other regulated, public 
utility subsidiaries, Duke Energy Progress, LLC,. Duke Energy Florida,_ LLC,. Duke Energy 
Indiana, LLC, Duke Energy Ohio, Inc., Duke Energy Kentucky, Inc., and Piedmont Natwal Gas 
.Company, Inc. In addition, Duke. Energy Corporation owns various nonregulated energy 
businesses located primarily in the u~s. 

2. The Company's eJ<:isting outstanding long-term debr principally consists of First 
and Refunding Mortgage Bonds, Senior Debt; Tax Exempt Bond Obligations and Other 
Long-Term Debt A schedule of all such Bonds, Senior Deb_t, Tax Exempt Bond Obligations and 
Other Long-Term Debt o_utstanding as of March 31, 2020 is attached,to the Application as Exhibit 
A. All of the outstanding First and Refunding Mortgage Bonds were issl.i:ed under the terms of a 
First and Refunding Mortgage dated as of December I, 1927, from the Company to The"Bank of 
New York Mellon. Trust Company; N.A., as-trustee, as supplemented and amended by various 
Supplemental Indentures (hereafter sometimes referred to as the Mort~ge),.copies all of which 
have been filed with this Commission. Substa_ntially all of.the Senior Debt consists of Senior 
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Notes issued under a Senior Indenture to The Bank of New York Mellon, dated as of 
September I, 1998 (the Senior Indenture). 

The Tax Exempt Bond Obligations resulted when the Company borrowed the.proceeds of 
the sale of tax exempt pollution control or solid waste disposal revenue bonds issued by various 
governmental authorities pu,rsuant to authorization granted,by this Commission. 

The Other Long-Tenn Debt includes a financing anangement utilizing commercial paper 
backed by the long-tenn credit facility described in Section 4(ii) below and certain borrowings 
under the Money Pool Agreement approved by the COmmission in Docket No. E-7, Suh 986A. 

3. The Company proposes to •issu~, sell, incur or undertake from time to time. a 
maximum of $4,000,000,000 aggregate principal amount of all or any •combination of Proposed 
Debt Securities, Long-Tenn Bank Borrowings, Tax Exempt Bond Obligations, and Lease 
Financing Obligations. The Company also- proposes to enter into Interest Rate Management 
Agreements. All of such financial transactions are further defined or described below (and are 
collectively referred to as, the Proposed Securities): 

(i) Long-Term Dehl Securilies (Proposed Dehl Securiliei) 

The Proposed Debt Securities may be unsecured debt instruments or First and Refunding 
Mortgage Bonds. 

To the extent the Proposed Debt Securities are Senior Notes, they wiII be created and issued 
under the Senior Indenture as heretofore supplemented or as further supplemented· by a 
Supplemental Indenture to be executed in connecti_on with their issuance. 

To the extent the Proposed Debt Securities arc Subordinated Notes, they will be created 
and issued under the Company's Subordinated Indenture to the Bank of New York Mellon, 
as Trustee, dated as of December I, 1997, as heretofore supplemented or as further 
suppl~mented by a Supp_lemental Uldenture to be executed in connection with 
their issuance. 

To the extent the Proposed Debt Securities are the Company's First and Refunding 
Mortgage Bonds, they will be created and issued under the Mortgage, as heretofore 
supplemented and as to he further supplemented and amended by a Supplemental Indenture 
to be executed in connection with their issuance. They will be subject to all of the 
provisions of the Mortgage, as supplemente~, and by virtue of said Mortgage will constitute 
(together with the Company's outstanding First and Refunding Mortgage Bonds) a first 
lien on substantially all oflhe Company~s fixed property and franchises. 

When any of the Proposed Debt Securities·-ilre issued for refunding or refinancings, the 
Company proposes to execute the proposed transactions so that, over time, there will be no 
material effect on the Company's capitalization•with respect to the source of funds. 
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The Proppsed Debt Securities may also consist of debt securities subject to remarketing 
prior to maturity. Consistent.witli.prior orders of the Comtnissiori, any remarketing of such 
securities or resetting-of their inteI'est,.rates prior to the-scheduled maturity date would not 
be deemed to be a• re-issuance of such securities by the•Company, so as to reduce the 
amount of securities otherwise permitted to be issued by the Company pursuant to the terms 
of the Commission's order in this docket. 

(ii) Long-Tenn Ba11k Borrowi11g.· 

The Company further seeks permission to make long-term borrowings under its Master 
Cre<lit Facility (Long, Term Bank Borrowings). As of July 31, 2020, the Company 
currently has a. $1,5 billion borrowing sublimit. imde~ Duke Ehergy's approximately 
$8.0 billion master credit facility with a group Of banks. The Company may increase its 
bortowing sublimit under the master credit facility to a maximum of $1.75 billion, as may 
be necessary to imptove its liquidity and financial flexibility. Borrowings under the facility 
are ava_i_lable for general corporate purposes. The current five-year facility will ·expire on 
March· 16, 2025. Under the agreement, any borrowing ofmore,than-oneyear in-duration 
by the COmpany, (or any other borrower·other than Duke Energy- Corporation) must tie 
specified·as a long-term borrowing,in the notice of borrowing to the lenders. The Company 
therefore requests the CommiSSion'S apj>roVaJ for borrowings in excess of one year in 
duration, under .the Master Credit Facility or ~uch other similar bank borrowing 
arrangement<; the Company may enter into from time,to time. 

(iii) Tax Exempt Bond Obligatio11s 

The Company proposes to enter into·agreements to borrow proceeds from .the sale of tax 
exempt debt securities issued by one ,or more governmental· authorities (Tax Exempt 
Bonds), to fund construction of qualifying facilities associated with·.the Company's electric 
generation plants (and qualifying related expenditures), to reimburse costs previously 
exp~nded for such purposes, or to refund previously outstandiilg T:ix Exempt Bonds. The 
Company's obligation to repay the issuing authority may be direct, through a secured or 
unsecured loan agreement between it ,and the authority, or indirect through financing 
arrangements such ,as .a letter of credit posted by a bank to secure the Company's 
obligations on the Tax Exempt Bonds. The Company's direct .obligation under a loan 
agreement With the authority may be insured by a third party or secured by issuance.of a 
First and.Refunding Mortgage Bond-or other secured instrument; 

(iv) Fi11a11ce Lease Obligations 

The Co_mpany proposes to enter. into finance lease obligations (L_eases), under which it will 
utilize lease financing structures as another form of- financing the capital requirements 
discussed in Section 9 of the Application. The Leases will have structures and terms similar 
to other forms of debt financing. but with the·-potential, in certain instances, to...!ower the 
overall cost of.financing property-acquisitions. 
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Leases may 'be used to finance the construction ,or acquisition of new property, including 
'in connection with ·construction of new electric plant, or refinancing of e_xisting- utility 
property, in Order to optimize the cost·of flnancing·commensurate with such property's 
expected life. The ,prop~rty expected to be leased. will consist of (a) electric· generating 
faci_lities and equipment used in the-Company's operations--including, but not limited to, 
meters, landfill and coa1 .yard heavy equipment, transportation equipment, turbines, 
tramformers,. water pumps, exhaust stacks, ·st1bstations, computers and office,equipment, 
and intangible property such as software and ·Site licenses and (b), real property, office 
buildings and other such property used in the Company's operations (COllectively, 
the Property). 

The amount financed under,each Lease,.excluding.traruaction-costs; is not expected to be 
·more than the net capitalized cost of the Property or the appraised value of the Property. (in 
the event more than the capitalized-cost is financed). 

In accordance with generally· accepted accOuriting principles, the net capitalized cost of 
property usually- includes installation. training, allowance for funds, admirii~trative 
overhead and other costs capitalized in coooection with acquiring and placing the property 
in service. Such costs•are expected to be. included in the Property _cost fiflanced under 
each Lease. 

To effectuate Lease transactions; the·Company may obtain third-party lease fll!ancing for 
the origina1 purchase or refin_ancing of Properly acquisitions, and an agreement may be 
executed with a financing counterparty{the Lessor}setting forth.the teI'Jl1s Of,e;ich Lease. 

As part of the consummation·ofa Lease transaction, the Lessor may typically either (1) pay 
the Vendor and the. Company for their respective costs associated with the Property 
acquisition, or (2) reimburse the Company for the capitalized cost of the Property, with'the 
Company concurrently paying tl!e vendor the invoice cost. 

The Company Jl!ay enter into orie o_r more participation agieements with its affiliates and 
the Lessor in conneetiori with·the Leases, With such agreements defining the Company's 
role as-principlll and, as applicabl_e, agent·on·behalf of its affiliates for billing and payment 
remittance purposes. Such arrangements may be undertaken solely for- administrative 
efficiehcie~ and the convenience of the parties involved and will'be subject to applicable 
standards relating to transactions-among affiliates. 

At the end of each initial or renewal lease term, it is anticipated that the Company will have 
an, option to either (a) renew each Lease pursuant to arm's-length negotiation with the 
Le~sor or other .potential lessors, (b) purchase the Property, or (c) terminate the Lease. 

(v) Interest Rate Ma11agement Agreements 

As described in its Applieatimi. for Amended Order datedJune'29, 2009, in Docket No. E-7-, 
Sub 862 (the Amendment AppHcation), the .Company utilizes various techniqu·es to 
manage the interest costs ,it incurs in coooection with its financial obligations. Although 
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the·Company·statti that it is unclear whether or not such·actiVities constitute the is_suance 
of securities within the meaning of-Section 62-161 of the North Carolin~ General Statutes, 
the Company nevertheless has requested that the Commission grant it authority to utilize 
interest rate management techniques and enter into Interest Rate Management Agreements 
to manage its-interest costs. As discussed in the Amendment Application, having explicit 
Commission authority for such agreements will allow·the.Company to be al::,le to defer the 
mark-to-market impact of Interest Rate Management Agreements under 'Statement of 
Financial Accounting Standards 71. Such authority will allow the Company sufficient 
alternatives and f11;xibility in effectively managing interest rate risk. 

Interest- Rate Management Agreements will incli.Ide products commonly tised in ·today's 
~pital markets. These products include, but are not limited to, interest rate swaps, caps, 
collars, floors;, options., -or oth_er hedging ,products such as forwards or futures. The 
Company expects,to enter into these agreements with counterparties that are highly rated 
financial institutions. The transactions will ~e for a fixed period· and a stated notional 
amount and may be entered into in connect.ion with underlying fixed-or variable obligations 
of the Company. 

The Company will establish pricing for Interesi Rate Management Agreements. through 
negotiated offerings, through a.competitiVe bidding process, or otherwise in accordance 
with recogni7.ed market practices. 

The notional amount of any given Interest Rate Management Agreement will correspond 
10 all or a portion of a current or future debt security allthorized by statute or Commission 
or~er. Therefore, entry into a given Interest Rate Management Agreement itselfwill,not 
reduce the amount of ''shelf' authOrity under a .Commission o·rder goverrting such a 
debt security. 

4. To the extent the Proposed Securities are issued and sold in One_ or more public 
offerings subject to registration under the federal securities laws, the Company will ,sell the 
Proposed Securities during the effective period of a "shelf' registration statement which the 
Company has filed with the Securities and Exchange Commission in connection with the 
registrat.ion.of such securities. The Company proposes,to enter into negotiations with, or request 
competitive propo_sals from, investment banks Or other financial institutions to act as agents, 
dealers, underwriters, or direct purchasers•in conne;etion with either the public or private-oITering 
of each issuance of-Proposed· Securities in accordance with the tenris the~of. '!Qe Company will 
detennine which sales method and financial institut.ion(s) will provide the mo~t favorable tenns to 
the·Company for any.issuance and sa1e·of the Proposed Securities. Certain types of the Proposed 
Securities,.,such as bank borrowings, leases. and interest rate management agreements, are not 
typically "sold" in a public or private offering. 

5. The authority requested by the Company is to replenish the authority previously 
granted under the Commission~s order in Docket No. E-7, Sub 1-l 76, ofwhich.$3,624;819,038 has 
bCCri utili7.ed. The Company requests 'that the remaining authority granted in such docket be 
tenninated and subsumed within the ·authority which may be granted under the Commission's 
order in this docket 
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6. The Company will pay no fee for- services (other than· attorneys, accountants, 
trustees, rating agencies and fees for similar technical'services) in connection with the.negotiatio_n 
and.consummation of the.issuance and sale of any of the Proposed S~uritiCs, nor for services in 
securing underwriters, agents, dealers or purchasers of such securities (other than fees-negotiated 
with such persons). 

7. . Proceeds froni issuance of the Proposed·Securities may be used for (a) the purchase 
or redemptiqn of the Company's outstanding higher cost securities as hereinafter provided, 
(b) refunding maturing securities, (c) financing the,Company's ongoing construction, as further 
described in Section 9 hereof (including the acquisitiori of nuclear fuel) or (d) the Company's, 
generaJ purposes;.however, no·such proceeds will be.used for the purpose of meetiilg the funding 
needs ofany of the Company's affiliates-except as aJlowed under the Money Pool Agreement 
approved by.the Commission in Docket No. E-7, Sub 986A. In each case, such proceeds inay be 
used for the repayment of short-tenn debt incurred for such purposes. 

8; When the net proceeds from th~ issuance of any of the Proposed Securities Will be· 
applied and used by the Company to.purchase or redeem certain of the Company's outstanding 
unmatured debt securities, suCh'issuances will be made from time to time when market conditions 
permit, on tenns which would remit in a lower cost of money to the Company. Any premiwn paid 
on.purchased•or redeemed debt securities will be amortiz.ed over the life of the new securities, and 
the 'Company proposes to include the after-tax amount of such unamortized premium in 
Company's nite base as a component of working capital. As previously noted, the net.proceeds of 
any of the Proposed Securities may be. applied ancl used by the Company to refund maturing 
securities, including the repayment ofshort-tenn,debt incurred for that purpose. 

9. The -Company is continuing its construction program of additions to its electric 
generation, transmission and distribution faCilities in order to; among other things, (i) meet the 
long-!enn expected.increase in demand for electric service, (ii) construct and maintain•an adequate 
inargin of reserve generating capacity, and (iii) conduct necessary replacements of -major 
generating plan!5·and plant components; and is funding coaJ ash basis closure costs. 

The Company connected approximately 54,370 new customers in 2019.and continues to 
-incur sjgnificant capital expenditures related to expanding and replacing its t:rarismission and 
distribution system. 

The.Company's electric energy'sales were approximately 89.9 million and'92J-million 
megawatt hours for 2019 and '2018, respectively. Sufficient financing, of its· current construction 
program is essentiaJ if the Company is-tQ continue to be able·to meei its obligations to the public 
to Provide adequate and reliable electric service. The Company's electric plant constructi0n 
expenditures_ (including expenditures for the acquisition of nuclear fuel) were $2.7 billion and 
$2.7 billion for each of 2019 and 2018, respectively. fwther infonnation is set forth in the 
Company's financiaJ statements attached as exhibits to the Application. 

The Company's plans include incurring significant capital expenditures for maintenance 
ofjts·existing generation plants, construction of new electric generation plants, modernization of 
the electric grid,, and coal ash basin closure costs. During the period 2020 through 2024, the 
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Company .plans to invest approximately $16.2 billion in its electric plant, including grid 
modernization ·and coal ash basin closure costs. Adequate financing authority as applied for in 
this proceeding will allow the Company to access the capita] markets to efficiently fund these 
necessary capital expenditures. 

The Company submits that the purposes of the issuance, sale, and/or incurrence of the 
Proposed,Securities.are lawful objects within the limits of the Company's authority and purposes 
under' the ·applicable laws and regulations, and as set forth in its Limited Liability Company 
Operating Agreement, as amended, which is on· file with this Commission. For the reasons set 
forth above, the issuance and·sale of the Proposed Securities will be c<;impatible with the public 
interest, will be necessary and appropriate fo,,.and consistent with, the proper perfonnance by the 
Company·ofits service to the.public as a utility. will not impair its ability to perform that service, 
and will be reasonably necessary and appropriate for such purpose. 

10. The fihancial-condition_ of the Company and its results of operations are shown by 
the. Company's Annual Reports to the Commission and by other records of the Commission 
relating to the Company. 

WHEREUPON,, the Commission reaches the following: 

Conclusions 

Based upon the foregoing .Findings of Fact and the entire record in this proceeding, the 
Commission is of the opinion and so finds and concludes that the transaction or transactions lierein 
propose_d: 

(i) Are for a lawful object within the corporate purposes of the Company; 
(ii) Are compatible with the public interest; 
(iii) Are necessary and appropriate for·and consistent with the proper perfonnance by 

the Company of its service to the pµblic as a utility; 
(iv) Will not impair the Company's ability to perfonn its public service; and 
(v) Are reasonably necessary and appropriate to provide adequate funds for such 

corporate purposes. 

IT IS TIJEREFORE ORDERED that the Company is hereby authoriz,d, empowered, and 
permitted to: 

I. Issue and sell up to $4,000,000,000 aggregate principal amount of all or any 
combination of the Proposed Securities pursuant to the tenns and conditions described herein· at 
such times as the Company may·deem necessary or advisable; 

2. Execute, deliver, and carry .out. such instruments; documents, and agreements as 
shall-be necessary or appropriate to effectuate such transaction or transactions; and 

3. Use the net proeeeds of such sales for its ongoing construction and maintenance 
program, to refund, repurchase, redeem,, reduce, or retire outstanding indebtedness and for other 
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general pul'J)oses, including meeting the funding needs ofany,ofthe Company's affiliates under 
the Money Pool Agreement approved by the.Commission in Docket No. E-7, Sub·986A. 

IT IS FURTIJERORDERED.that: 

4. If any of the securities are sold through a noncompetitive metho_dology such as a 
private placement at a negotiated price, the ·company will,. on the day of pricing or the next 
business day, notify the Commission in writing (initially by electronic mail is acceptable) of the 
tenns and basis of the pricing including comparative current market data of other similar financing 
transactions; 

5. The Company Will report to the Commission in writing within thirty (30) days atler 
the consummation of selling any of the securities herein authorized (the report to include as a 
minimum the stated'interestrate, the offering price and yield to the public, the commission paid to 
the underwriter(s), the net proceeds to the Company, and,the net costs to the Company); 

6. In regard to executed Interest Rate Management Agreements, unless the income 
statement impact of Interest Rate Management Agreements is present~d in the Company's Fonn 
10-K and Fann l'O-Q reports, copies· of related_ internal reports to the Company's Senior 
Management should be filed with the Commission within thirty (30) days or on a schedule that is 
consistent with such intern.ii reporting; 

7. The Commission's approval of the Applicati0n does not restrict the Commission's 
right to review and, if deemed appropriat_e, adjust the Company's cost of capital or expense levels 
for ratemaking purposes for the effect of the securities approved herein; 

8. This proceeding be, and the same is, continued,on the docket of the Commission, 
without delay,.for the purpose of receiving the report as hereinabove provided; and 

9. That the authority to issue any remaining securities previously granted by the 
Commission Order dated August 16, 2018 in Docket No. E-7, Sub 1176 is hereby tenninated and 
that Docket No. E-7, Sub 1176 is hereby closed. 

ISSUED BY ORDER OF THE COMMISSION 
This the 29th day of September, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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DOCKET NO: E-7, SUB 487 
DOCKET NO. E-7, SUB 828 

DOCKET NO. E-7, SUB 1026 
DOCKET NO. E-7, SUB 1146 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Duke Energy·Carolihas, LLC, Existing 
DSM Program Rider Docket No. E-7, 
Subs 487,828, !026, and 1146 

ORDER APPROVING EDPR RIDER 

BY THE COMMISSION: On March 30, 2020, Duke Energy Carolinas, LLC (DEC or the 
Company), made a filing proposing its annual change to the Existing-DSM Program Rider (EDPR), 
based on the December 31, 2019, legacy demand-side management (DSM). deferral account 
balance. The Company requested that the EDPR be effective beginning July 1, 2020. 

A.n EDPR was-first approved in.DEC's general rate case-in Docket No. E-:-7, Sub 828 (the 
Suh-828 Order), and the Comrilissio'n has continued lo approve the EDPR mechanism in DEC's 
subsequent general rafe cases. The EDPR reflects the inclusion in DEC's approvcd'base rates ofa 
per kWh amount specifically intended to recover the costs or certain legacy DSM and energy 
efficiency (EE) programs existing as or the date of the Sub 828 Order. TI1e EDPR is adjusted 
annually to true up,the difference between the applicable:base rate amount'in effect and the actual 
cost of the legacy DSM and EE programs.incurred during the then most recent calendar year. In 
its March 30, 2020 filing, DEC.indicated that during calendar year 2019, the applicable base rate 
amount was 0.0067 cents-per kWh,1 as reaffirmed pursuant to the Commission's June 25, 2019, 
Order in.general rate case Docket No. E-7, Sub 1146. 

In its March 30, 2020 filing, DEC proposed to·replace the existing 'EDPR decrement rider 
amount•oF(0.0043) cents per kWh (excluding the regulatory fee),2 with a new decrerilent,rider 
amount of (0.0007) cents per kWh (excluding the regulatory fee), to be effective on and after 
July I, 2020. 

The base existing DSM program cost amount of0.0067 cents per kWh will remain in place 
following Commission approval of the new EDPR pursuant to the current filing. Adjusting for the 
regulatory Fee does not result in a change to either the base amount Or the rider amount proposed 
in this proceeding. Therefore, the proposed net change to the EDPR, relative to the currentJy 
approved amount, ineluding·all rate adders, is the difference between the .proposed decrement 
rider, including the regulatory fee, of (0.0007) cents per kWh, and the current 
decrement rider, including the regulatory fee, or (0.0043) cents per kWh, or a net rate increase 
of 0.0036 cents per kWh. 

1 Excepl as otherwise indicated, all rates are excluding the North Carolina regulatory,fee, 

2 The existing EDPRdecremcntrlderwasallowed to become effective as of July 1,2019, pur:,uanl lo Commission 
Order in lhese dockets. 
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This matter was presented to the,Commission at its,Regular Staff-Conference.on Jwie 15, 
2020. The Public Staff stated that it had reviewed DEC's calculation of the proposed EDPR, 
including the supporting workpapers.submitted with the filing and infonnation provided by DEC 
in response to Public Staff data requests. Based on its review, the Public Staff concluded that the 
proposed rate decrement is reasonable; Therefore, the Public Staff recommended that DEC's 
proposed E0PR be approved, effective for the period July l, 2020, through June 30, 2021. 

Based on its review of DECs filing and the recommendation of the Public Staff, the 
Commission concludes that the proposed EDPR is reasonable and should be itpproved, effective 
July I, 2020. 

IT iS, THEREFORE, ORDERED that the EDPR proposed by DEC in its filing of 
March 30, 2020, consisting of a rate decrement of (0.0007) cents per kWh excluding the regulatory 
fee [(0.0007) cents per 'kWh, .including the regulatory -fee], is approved effective July I, 2020, 
through June 30, 2021. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 15th day of June, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
A. Shonta Dunston, Deputy Clerk 

DOCKET NO. E-2, SUB 1095D 
DOCKET NO. E-7, SUB HOOD 
DOCKET NO. G-9, SUB 682D 

BEFORE THE NORTH·CAROLINA UTILITIES COMMISSION 

In the Matter of 
Third-Party Independent Audits Of Affiliate 
Transactions Pursuant to Regulatory 
Condition No. 5.8 

) ORDER APPROVING 
) AUDITOR AND REQUIRING 
) PROCEDURALSCHEDULE 

BY THE'-CHAIR: On September 29, 2016, the Commission issued an Order Approving 
Merger Subject to. Regulatory Conditions and Code· of Conduct (Merger Order), ·in Docket 
Nos. E-2, Sub 1095, E-7, Sub I JOO, and G-9, Sub 682, approving the merger of Duke Energy 
Corporation and Piedmont Natural Gas Corripany, Inc. Included among the Regulatory Conditions 
(RCs) approved in the Merger-Order is RC.No. 5.8. This RC requires, among other things, that a 
third-party-independent audit be conducted regarding the affiliate transaetions among Duke Energy 
Carolinas, LLC, Duke Energy Progress, LLC, and Piedmont (collectively, Duke utilities) no less 
than every two years. 
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Subsection (b) of RC No . .5.8 requires that the Public Staff propose one or more 
independent auditors. The Duke Utilities and other parties then have an opportunity to propose 
additional auditors. 

On January 15, 2020, the Public Staff filed its auditor proposal recommending that 
Schumaker & Company be chosen as the. third-party independent auditor. The. Public Staff stated 
that the Duke utilities agre_ed with the Public Staff's- recommendation .. 

On-January 24, 2020,. the Commission issued an Order Allowing Comments on Proposed 
Auditor. The order allowed interested parties to file comments and/or the names and audit 
proposals of additional independent auditors on or before February 10, 2020. No comments 
were filed. 

Based on the foregoing arid the record, the Chair finds,good cause to approve Schumaker 
& Company as the third-party independent auditor, as proposed by the Public Staff and agreed to 
by the Duke utilities. In addition, the'Chair finds good cause to reqUire the Public-Staff and the 
Duke utilities to confer with one another and file for the Commission's consideration a proposed 
procedural schedule for the audit, including the date for the filing of the auditor's final report. 
Finally, U1e.Chair·finds good cause to direct that the Chief Clerk serve a copy of this Order on a]! 
parties to Docket Nos. E-2, Sub 1095, E-7, Sub 1100, and G-9, Sub 682. 

IT IS, THEREFORE, ORDERED as follows: 

I. That Schumaker & Company shall be, and is hereby, approved as the independent 
auditor to conduct the third-party audit- regarding the. affiliate transactions among Duke Energy 
Carolinas, LLC, Duke Energy Progress, LLC,,and Piedmont.Natural Gas Company, Inc. 

2. That on or before March 27, 2020, the Public Staff and the Duke utilities shall 
confer with· one another and file for the Commission's consideration a proposed procedural 
schedule for the audit, including the date for the filing of the auditor's final report. 

3. That the Chief Clerk shall serve a copy ofthis,Order on all parties to Docket Nos. 
E-2, Sub 1095, E-7, Sub 1100, and G-9, Sub 682. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 24th day of February, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk_ 
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DOCKET NO. E-2, SUB 1167 
DOCKET NO. E-7, SUB 1166 

BEFORE THENORTH CAROLINA UTILITIES COMMISSION 

In the Matter of. 
Application of Duke Energy Progress, LLC, ) 
and Duke Energy Carolinas, LLC, for ), 
Approval of Solar Rebate Program ) 
Pursuant to N.C. Gen. Stat.§ 62-155(1) ) 

ORDER MODIFYING FOURTH 
YEAR OF SOLAR REBA TE 
PROGRAM AND REQUESTING 
ADDITIONAL COMMENTS 

BY THE COMMISSION: Pursuant to Part Vlll of House Bill 589 (Session Law 2017-192) 
enacting N.C.G.S. § 62-155(1), Duke Energy Progress, LLC, and Duke Energy Carolinas, LLC 
(collectively, Duke or the Coffipanies),jointly filed a proposed solar rebate program on J anuary'22, 
2018, which was approved by CommisSion order dated April 3, 2018. Pursuant to Ordering 
Paragraph No. 3 of that order, Duke is required to file an annual report on or before April I Of each 
year including specific information 11bout.program participation and any proposed changes to the 
solar rebate program. 

On April 1, ~020, Duke flied its solar rebf,1.te program annual report for calendar year 2019 
and a request to amend program application .windows for calendar years 2021 and 2022 (2019 
Annual Report). 

On April 7, 2020, the Commission issued an Order Allowing Comments·on 2019 Annual 
Report. The following.parties submitted comments on Duke's 2019 Annual Report: the Public 
Staff, the Southern Alliance for Clean Energy (SACE), and the North Carolina Sustainable Energy 
Association (NCSEA). In addition, Southern Energy Management, Pisgah Energy, Inc., SM Solar, 
Palmetto Clean Technology, and Eagle Solar and Light filed.statements of position primarily in 
support of NCSEA's comments. Reply comments Were filed by the Public Staff, Duke, SACE, 
and NCSEA. Both,Duke and the other commenters recommerid that.changes are needed in the 
fourth and fifth years·ofthe solar rebate-.program. 

INTRODUCTION 

Subsections(!) through (3) ofN.C.G.S. § 62-155(1) provide for solar rebates to residential 
and nonresidential (for-profit and nonprofit) customers totaling 10;000 kW of installed capacity 
annually for five years (calendar years 2018-20i2), including an annual capacity cap of 5,000 kW 
for nonresidential customer installatioru, of which 2,500 kW is specifically set aside for nonprofit 
organizations. Further, N.C.G.S. § 62'- I 55(-f) limits the incentives for residential customer 
installations to 10 kW and nonresidential customer installations to 100 kW. 

The solar rebate program is past its mid-point, having nearly completed three years with 
two years remaining. The program's costs'are recoverable .from ratepayers pursuant to the rider 
established in N.C.G.S. § 62-133.S(h). N.C,G.S. § 62-155(1). 
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For the i(litial three years, the program has included a single annual application window 
with· rebates claimed on a first-come, first-served basis in the Order the applications were 
received. Current incentives arc as follows: 

Customer Class 
Current Rebate Maximur_n Capacity 

Maximum ($/W) Eligible for Rebate 
Rebate 

Residential 0.60 IO kW $6,000.00 

Commercial 0.50 IO0kW $50,000.00 

Nonprofit 0.75 IO0kW $75,000.00 

The demand for the solar rebates is extraordinary and significantly exceeds the supply provided 
for in N.C.G.S. § 62-I.S5(f) with the exception of the nonprofit customer class. 

Duke experienced technical difficulties with its online _solar rebate application process in 
2020, explaining: 

[T]he Companies opened their application process for 2020 at 9:00 a.m. on 
January 2, 2020,. and they reached -non-residential and commercial maximum 
capacity limits at 9:19 a.m. for DEP·and 9:21 a.m. for DEC on January 2, 2020. 
Applicatiohs received aller 9:19 a.m. fo~ DEP and 9:21 a.m. for DEC were placed 
on the waiting list. The Companies, however, quickly became aware of issues with 
the· application process. The Companies realized that certain customers had been 
unable to submit their applications to the Companies through, the webpages_. The 
Companies investigated. the issue and detcnnined that their websites did not 
perfonn as expected due to a recent migration of infrastructure to the cloud. The 
surge in applications received at the opening of the window did not cause the 
technical ·issue, but it did exacerbate the then unknown, but still pre-existing, 
problem. Although users were provic,fed with messages confirming their 
applications had been properly submitted, the form data was not successfully 
loaded into the Companies' database. Alternatively, some use~ did not receive any 
notifications. The Companies have been-working through the issues, and when the 
Companies detennine that a customer had applied, before capacity was reached in 
their service.territories, the customer's request for a solar rebate has been honored. 

2019 Annual Report at 7-8. 

PRIMARY RECOMMENDATIONS OF THE PARTIES 

Additional.Annual Application Window 

In its 2019 Annual Report Duke states that in ordcr·to avoid a repeat of the technical 
difficulties experienced during the 2019 program application process, it.is committed "to perform 
the necessary technical fixes" and further proposes ''to include an additional application window 
to lessen the urgency of applying on January 2 and to spread the market over the course of a year." 
Further, Duke states: 
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Feedback from installers and developers indicated that opening the application 
windows only on the first business day of the year has caused issues with selling 
solar systems throughout majority of that calendar year. To. assist with selling 
systems throughout the year, the,Companies propose releasing half of the capacity 
on the fifth business day of January and the other-half of the annual capacity. on the 
fifth business day of July. The waiting list from January would cancel on June 30, 
and the waiting list from July would cancel on December 31. Splitting the capacity 
would allow customers two opportunities per year to receive a rebate reservation, 
installers would be able to sell systems to customers year-round and this should 
decrease the volume of applications received on the day of the launch. It may also 
alleviate some of the traffic on the solar rebates page the first business day of the 
year. 

2019 Annual Report at 8. 

The Public Staff notes in its initial comments .that Duke's proposal to add an additional 
annual application window •~will necessarily increase the administrative costs associated with the 
Program," and the.Public'Staffrecommends·that if the Coinmission grants Duke~s request that it 
also "reduce the residential and non-residential rebates in order to cover any increased 
administrative costs." Public Staff Initial Comments at 4. 

The Public Staff a1so expresses concern that "instead of solving the problems experienced 
during the single enrollment window in 2020, some of the same challenges would be faced twice 
a year, instead of only once." Id. The Public Staff hypothesizes that "the solar iriduslry wOuld still 
experience a drop off of installatiops in the period betw'een when the subscription limit is reached 
and t~e beginning of the 90-day window for the,-next enrollment periqd - similar to the current 
drop off experienced today." Id. 

The Public Staff forecasts that adding a second application window will "likely increase 
the number of applications being.both submitted and rejected each year, as well as creating two 
windows where solar rebate customers and installers would be competing in a very short timeframe 
for an even smaller amount of solar capacity available during each enrollment window .... " Id. 

In their respective initial comments, NCSEA states that it supports biannual releases of 
capacity as proposed by Duke, and.SA CE states that it does not oppose Duke's proposal to include 
an additional application window in July. 

In its reply comments.Duke estimates that the administrative.cost of adding a second round 
of applications. would be $l5,000, which it characterizes as a minimal increase compared to the 
total administrative CQst of $500,000 for the program in 2019. Duke opposes the Public Staff's 
recommendation that the additional administrative cost be offset by recl.ucing the residential and 
nonresidential rebates, contending that reducing rebates to offset the additional cost Of a second 
application window ''increase[ s] the risk that customers who have already contracted for 
installation of solar systems based on the anticipated [sic] of a certain rebate amount will be further 
disadvantaged." Duke Reply Comments at-3. 
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In the· Public Staffs reply comments it states that if the Comrpission is not inclined to 
transition to a lottery system,.it does•not object to Duke's proposal to add an additional annual 
application window so long as any additional administrative costs are either minimal or offset by 
reductions in the rebates. 

'In its reply comments NCSEA states. that it does not oppose ret_aining a single .annual 
application window. 

Lottery System to Allocate Residential and Commercial Reba_tes 

The Public Staff proposes that a better way-to h_andle the significant competition for rebates 
within the-residential and nonresidential customer classes "would-be for Duke to change the way 
it awards- solar rebates entirely, moving from a first-come-first-served program to .a lottery 
program." Id. at 4-5. The Public Staff proposes that under a lottery system Duke would accept 
rebate applications for,a set period and then randomly select applications until the subscription 
limits are reached or the applicant.pool is exhausted. Uie·Public Staff notes that utilities in other 
states have utilized lottery systems to address rebate programs where demand exceeded supply and 
that the New Hampshire Public Utilities CommiS_sion .. recently adopted a lottery ~ysteni_ for its 
Renewable Energy Incentive Program for Commercial and- Industrial Solar Projects. On the 
downside, the,Public Staff notes that it "hao:; raised'the lottery approach with solar developers and 
Duke, and recognizes.that the administrative time and costs of setting up such'a proposal may pose 
challeng~s to implement over the final two years of the Program.'1 Id. at 5. However, the Public 
Staff opines that "such changes may be appropriate .to ens1,1te· that all customers interested in 
participating_ in the Program have equitable access to the. lirriited supply of available 
incentives.'' Id. 

In its reply comments Duke states that' it is willing to, implement the lottery ·system 
propoSed-~y the Pub_lic-Staff: "There arc advantages and disadvantages to first~me, first-served 
systems and to lottery systems. GeneraJly, first;come, first-served pi'ograms.allow customers-to 
have more control, while· lottery systems avoid a frenzied rush and allow more opportunities .to 
address·,issues which· may arise/' Duke Reply Comments at 1-2. Duke further states ·that it is 
"prepared ,to institute a lottery system for· the remaining years ,of the p·rogram should the 
Commission adopt that approach." Id. at 4_. Duke posits that "[W]hether the program·.is conducted 
a5 first-come, first-served program or a5 a lottery, biannuaJc releases of capacity will assist solar 
installers with.marketing on a rriore consistent basis;' id. at 5, and requests that th_e Commission 
"allow the Companies ·to hold biannual lotteries, in January and' July for ihe, remainder· of the 
program." Id. at 7. 

In its reply,comments NCSEA expresses-oppoS:ition to the Public Staffs lottery, proposal, 
stating that- "a lottery system would actually be more unfair for customers by d0ing.aWay with 
what limited control fhey currently have over whether they will receive a rebate.'' NCSEA Reply 
Comments ,at 8. NCSEA states that its member solar installers are universally opposed to a 
lottery system: • 

Under the current first.come, first-served par'adigm, solar installers,can work with 
their customers to ensure they have the greatest chance. of receiving a rebate. For 
th.is reason, severaJ of NCSEA'.s members are willing to bear the additional 

366 

" 



ELECTRIC - MISCELLANEOUS 

financial risk of offering to pay part of, or refund the value of, .the rebate to a 
customer if they are unsuccessful in' Uieir application. By increasing the risk by 
moving from a first come,. first-served system- to a lottery system, it may be come 
untenable for installers t_o,continue offering.this·benefit, causing.prices.to rise for 
all rooftop solar adopters. NCSEA and its members believe that moving to a lottery 
system will rio1 drive.customer participation or increase rooftop solar adoption. 

Jd.,at 9. 

NCSEA also opines that transitioning to a lottery .system will increase the likelihood for 
additional technical issues. NCSEA finally states that if the Commission decides to adopt the 
Public Staff's lottery proposal that'it also delay implementing the-lottery·system until the mid-year 
2021 or 2022 app]icat_ion window and require Duke to file for Commission approval a lottery 
implementation plan, "including the costs associated with its_ implementation to demonstrate·that 
the lottery approach costs less to implement than the-current first-come, first-served System with 
which installers and customers are already familiar." Id. at 9-10. 

Finally, SACE states its opposition to the Public Staff's lottery proposal, opining that 
switching to an entirely new system will lead to-additional complications. 

Maximum Capacity Eligible for Incentives 

Regarding customer expectations for rebates, NCSEA states: 

[C]ustomers are signing colltrac~ and installing rooftop solar without any 
expectation that they will receive a rebate. Given the_,fact that rebate allocations for 
the residential and nonresidential sectors have been exhaµsted- in less than 
90 minutes_ for the past two yeai:s, cu_stomers can no longer expect to receive a 
rebate. NCSEA's conclusion has been reinforced in conversations with its 
members, which has reveal~ that fewer installer companies are including the value 
of the rebate in theJinancial calculations.that they provide to their customers. 

NCSEA Initial Comments at 3. NCSEA opines, "If customers cannot depend on receiving a rebate, 
and are not factoring it into their financial decisions, then there is no harm in making changes now 
for th~ 2021 rebate allocation that will benefit more rooftop solar adopters." Id. 

NCSEA further states that "the solar rebate program is no longer incenting customers to 
adopt rooftop solar because not ~nough customers are able to .participate" and urges 
the Com_mission to adopt changes to the program to. fulfill_. the legislative intent of 
N.C.G.S. § 62-155(f) - "to drive increased adoption Of rooftop solar" - by taking "action to 
expand the number of customers Who can,participate in the.pro~." Id. at 4. 

NCSEA acknowledges that the "ove_rall size" of the solar rebate-program is determined by 
N.C.G.S .. § 62-155(f); however, NCSEA proposes two cost-neutral changes to the program.that it 
contends would "expand the number of customers who cah.participate in the rooftop solar rebate 
program" without violating the size limitations codified in N.C.G.S. § 62-155([). Id. at 4. 
PerNCSEA, 
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N.C. Gen. Stat. § 62-155(£) states:that the solllf rebate 1'incentivesha/l be limited to 
10 kilowatts alternating current (kW AC) for.residentia1 s9lar installatiOns,and 100 
kilowatts alternating current .(kW AC)' for nonresidential solar installations.'' 
(emphasis added}. Notably, the·statute does not say that the incentive.Shall be 10 
kW.and 100 kW, The General Assembly could have.provided this direction _to the 
Commission but chose not. to do so. Instead, .the General Assembly has afforded 
the Commission the discretion to change the. maximum system si_ze for rebate 
availability, so long as th_e maximum size does not exceed 10 kW AC for residentia1 
solar installations and I 00 kW AC for non-residelltial'solar installations. 

ld .. at 4-5. 

NCSEA proposes to amenO .the solar rebate program req~irements to have a maximum 
residential customer rebate Of 5 kW and a maximum rebate of SO kW for for-profit nonresidentia1 
customer install~tio_ns. NCSEA clarifies that it does not.propose any•charige.to the nonprofit set
aside established by. N.C. Gen. Stat.§ 62-155(/)(3). NCSEA notes: 

Changing the limits for these systems to 5 kW and 50 kW would not double the 
supply of rebates~ but would significantly·increase the Supply, The:Change Would 
also be revenue neutral,:since the cumulative·c.apacity ·of these rebate allocations 
Would be unchanged. 

Id. at 5. 

Altematively,.NCSEA proposes to.change the rebate program to use a·"l :1 ratio.for rebate-
eligible·and ·rebate ineligible sOl~." in which. 

every kW of installe~ solar capacity that is eligible for the rebate also be paired 
with a kW ofinstalled solar capacity that is not eligible for the rebate,.up to a IO kW 
rebate -for residential. installations and a JOO kW rebate• for nonresidential 
installations that are not nonprofit.insta.Jlations. 

Id. at 6. NCSEA opines that such a change to the rebate_ ·program "substantially increases the 
number Of ratepayers in these segments who would be able to participate in the solar rebate 
program; since rebates would be based on smaller eligible system sizes, more systems could be 
installed under the statutory limit contained in N.C. Gen. Stat. § 62-155(1)(1 )." id. NCSEA further 
notes that_"by reducing the,dollllf•amount.ofthe rebates that ratepayers would receive, it also 
recluces the. negative. financial impact for customers who are waitlisted arid ultimately do not 
receive a rebatC;" Id. As with its primary proposal, NC SEA does not propose that the 1: I ratio 
apply to nonprofit customers. 

NCSEA states that.its proposed changes 

do not increase the overall cost of the rebate_ program, but could potentially 
increase administrative costs . . . . While any increase in administrative Costs 
should be minimized, _NCSE_A notes that the overall costs of DEC and OEP's 
compliance with N.C .. (ien. Stat.§ 62;..133.8 have consistently been below the cost 
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caps established in N.C. Gen. Stat. § 62°l33.8(h)(4). Accordingly, NCSEA 
believes that increases,in administrative costs associated with greatly expanding 
the availability of' solar rebates, which should be minor, are reasonable 
and warranted. 

Id. at 10-1 I. 

In its reply comments Duke notes: 

While NCSEA's proposals benefit solar installers by getting rebates to more 
participants, it [sic] appears to·be more disruptive for residential and non-re5idential 
customers than the Public Staff's proposal. Whereas the Public Staff's proposal 
involves a minimal reduction to the incentives for•residential and non-residential 
customers to provide extra incentive to non-profits, NCSEA's proposal essentially 
takes half or the existing _incentives from eligible residential and non-residentiaJ 
customers to make room for more.residential and non-residential customers, while 
providing no additionaJ incentive for non-profits. 

Duke Reply Comments at 6. 

In its reply comments the Public Staff expresses opposition to NCSEA's proposed program 
changes, contending thatNCSEA's ~roposal to modify the eligible size limitationS is Violative of 
the requirements· set Forth in N.C.G.S. § 62-155(f). The Public Staff opines that the statutory 
language ofN;C.G.S. § 62-155(!) that the solar rebate incentive "shall be limited to 10 kilowatts 
alternating current (kW AC) for residential solar installations and 100 kilowatts alternating-current 
(kW AC) for nonresidential solar installations" is a "recognition by the-General Assembly of the 
reality that solar installation size and c_apacity will vary tiy each customer - for example, many 
residential ins!allations will be less than 10 kW, but others will be larger." Public Staff Reply 
Comments at 4. The Public Staff argues that the General Assembly established an "upper threshold 
[ of up to 10 kW for residential customers and I 00 kW for non-residential customers] for 
determining the portion of rui installation that would be eligible for the rebate." Id. The Public 
Staff contends that the plain language of the statute prohibits the Commission 

from ~opting !l limit on incentive eligibility that is less.than the capacity amounts 
called for in the statute. ff the Commission were to amend th~ rebate,program-such 
that only the first 5 kW or each residential installation or the first 50 kW or each 
nonresidential installation were eligible to receive the rebate, they would be 
substituting their judgment for thatofthe General Assembly . .over the appropriate 
amount of capacity to incentivize at each facility. 

Id. at 5-6. 

The Publie Staff also objects to NCSEA's prop6sal to allow the incentive to be applicable 
to only one-half of the capacity at each facility: 

While on its face the proposal does not directly assign the incentive t9 more than 
10,000 kW, from a practical perspective a solar rebate customer must install_ one 
kW to get the next one incentivized. This "8OGO".incentive structure is, in.effect, 
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still intentivi:ring·every'kW installed up to the eligibility limit, despite NCSEA'S: 
statements otherwise. In addition, by not applying the pro-rat~ approach to the 
capacity eligible for the non-profit set-aside established by·the Genera] Assembly, 
NCSE_A's_· proposal would potentially resµlt in a larger amount of capacity being 
incentivized for residential and non-residential customers, .counter to the specific 
division of capacity established by the General ASSembi)'.- Furth_er, proposing• tO 
limit the eligible. capacity fo only the first half of the capacity installed at each 
facility would likely,prove confusing to customers and parties marketing·the Sola:r 
Rebate Program, and may further complicate implementation of the -Program for 
the.remaining two-years that it is offered. 

Id. ai 6. 

While the Public Staff contends that "the plain language of the statute is• clear and 
unambiguous" in prohibiting the modifications proposed by NCSEA, the Public Staff,also argues 
that ·the legislative lritent-underlying i-IS- 589 - including the net metering rates establiShed via 
N.C.G.S. § 62°126.4 - further prohibits NCSEA's proposals: 

As part. of its developing the comprehensive n;fonns enacted in H589, the:General 
Assembly mad_e a determination to further incentivize a· specific capacity of net 
metered solar facilities· through the .Solar Rebate Program over the 2018-2023 
timefrarne, but also direc~ed the electric_public Utilities to investigate-"the costs an_d 
benefits of customer-sited generation" and for. the Commission ''to establish net 
metering rates under all tariff designs that ensure that the net metering :retail 
customer puys i~ full fixed cos.t:of service." These elements should be read in pari 
materia with;the rest of H589 and cannot be viewed in isolation; Therefore, for the 
Commission,,to incentivize a larger amount of.capacity through the.Solar Rebate 
Program·lo be installed and·receiving-service.under,ttie,current net.metering tariff 
would be coW1ter to the clear intenf of th~ General Assembly in-enacting these 
provisions in H589. 

Id. at 7-8. 

In its reply comments NCSEA disagrees with the Public Staff's interpretation· of the 
Genera] ~embly's legislative 'intent but does not addresses the Public Staff's primary position 
that the.plain language-of.the statute is clear and unam~iguous in prohibiting the modifiCationsito 
.the eligible size limitations proposed·_by NCSEA. First NCSEA distinguishes.between interpreting 
a single statute using the principle of in pari materia and a session· law, which modifies multiple 
statutes, as was the cas_e·With HB' 589. NCSEA argues that the legislative intent behind_ HB 589 
was to increase customer access to clean energy. NCSEA further argues that "the General 
Assembly intended for N.C .. Gen. Stat. §, 62-155(f) to encourage a specific behavior - the 
adoption of rooftop solar." NCSEA Reply Comments at-3. NC_SEA argues: 

In implementing N:C. Gen. Stat. §·62-l55(f), the Commission should consider thiS 
legislative intent lo enCO-Lirage a:nd expand 'the adoptioil ·ofrooftOp solar. As the 
Commission is· now faced with a decision to either adopt NCSEA's proposal ,to 
improve the program or the Public.Staff's proposal to limit its effectiveness, the 
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Commission should recognize the legislature's intent that the rooftop solar rebate 
program should encourage customers to adopt rooftop solar. 

SACE states that it supports NCSEA's proposal to•lower the limits on rebate- eligible solar 
installations to 5 kW for residential customers and 50 kW for commercial and industrial customers, 
and -in its reply comments SACE argues that "there is good reason to believe that NCSEA 's 
proposaJ would increase installations among residential and commercial or industrial customers 
by making more rebates available to satisfy pent- up demand, thereby increasing the success of the 
program and providing stability for the clean-energy industry in a time of significant economic 
uncertainty." SACE Reply Comments at 3. 

Adjust Rebate Amounts 

The Public Staff notes that the current incentive amounts were based in part on the price of 
installing solar systems in or around January 2018 and w~re designed "prior to the uti_lities gaining 
any experience in North.Carolina on the customer response to the:incentive amounts." Public Staff 
Initial Comments at 2. The Public Staff further notes: 

[Ilhe Lawrence Berkeley National Lab (LBNL) estimates that over the 2017 • 2018 
period, residential and small nonresidential solar installations dropped across the, 
country by a median of $0.20 per watt, which was consistent with trends over the 
prior five years. Titese estimates align with many other sources, which point to 
continued declines in solar in~tallation costs across the country,.including in North 
Carolina, although at a slower rate than from 2009-2014. 

Jd As such, the Public Staff .recommends adjusting the rebate amounts ''to ensure that the 
incentives being offered for each customer class are reasonable[,]" and it proposes ·"a revenue
neutral adjustment" to reduce the residential and nonresidential rebates and increase the nonprofit· 
rebates, as shown below. Jd .at 3. 

Customer Current Proposed Current Proposed 

Class 
Rebate Rebate Maximum Maximum Delta 
($/W) ($/W) Rebate Reb;ite 

Residential 0.60 0.50 $6,000.00 $5,000.00 -17% 

Commercial 0.50 0.40 $50,000.00 $40,000.00 -20% 

Nonprofit 0.75 1.00 $75,000.00 $100,000.00 +33% 

The Public Staff states that based on its estimates for the next two years, it-believes that its 
proposal will result in increased participation from.the nonprofit customer class and lower overaJI 
program costs for the residential and nonrcSidential ~ustomers clusses. The Public Staff finally 
notes that reducing the residential and nonresidential rebates "may affect some customers who 
currently plan to install their systems beginning in October 2020 and would then be eligible to 
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apply in January 2021; however, we note that rebates, including the specific amount of each rebate, 
is never guaranteed for any customer." Id. 

Relevant to the Public Stafrs proposal to change the dollar per wart rebate amounts, in its 
2019 Annual Report Duke states that it has "not received complaints from stakeholders regarding 
the incentive amounts." 2019 Annual Report at 5. Duke notes that in its last program report it 
considered changing the incentive amoW1ts for the 2021 program: 

In the past six months, however, the Companies have received two strong 
indications that non-profits needed more time than for-profit entities to participate 
in the program, not that non-profits were seeking an increased rebate amount to 
spur participation. First, solar developers now report that non-profits have secured 
their funding and arc ready to move forward on projects. Second, North Carolina 
city and county governments have reported that they will be utilizing the rebates 
program to help·them achieve their sustainability goals. The Companies have also 
observed an increase in the percentage of residential and nonresidential customers 
installing their projects prior to receiving a rebate application from 2019 (39%) to 
2020 (50%). This indicates to the Companies that customers are signing contracts 
with the expectation.that-the current rebate value will be in place when·they receive 
their rebate. 

Id. at 6. For these reasons, Duke hypothesizes that 

Id. 

customers could be hanned, based on their expectations, by changing the rebate for 
the 2021 program operiing. Rather than potentially disrupt expectations in 
marketplace in 2021, the Company is open to changing the rebate amounts in 2022. 
Thus, the Companies have concluded that changes to the rebate incentive amounts 
are not necessary at this time. 

In its reply comments Duke revises its position - that the rebate amounts should not be 
adjusted - and states 'that it supports the Public Staff's recommendation to modify the 
rebate amoW1ts. 

While NCSEA recommends other alterations to the rebate structure for residential and 
commercial customers - modifying the maximum capacity eligible for the incentive - it does 
not recommend changing the existing rebate amounts of $0.60/k.W and $0.50/k.W for residential 
and commercial customers. 

In NCSEA's reply comments it Contends·that increasing the nonprofit rcbate,will not result 
in higher nonprofit- participation. Rather, NCSEA contends that the lack of participation is 
attributable to 

a different purchasing cycle. While 'a homeowner or a commercial facility manager 
may be able to quickly make a decision about whether to install-solar on·a residence 
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or a business, a nonprofit that is governed by a volunteer board of directors takes 
significantly more time. Similarly, government agencies, which are eligible for the 
nonprofit rebate, need to comply with various procurement requirements. 

NCSEA Reply Comments at 4. NCSEA continues that whil~ it conceptually supports, increasing 
the nonprofit rebate amount, "it is not willing to do so to the detriment of residential and 
commercial customers." Id. at 5. Notably, NC SEA caJculates that under the Public Staff's proposaJ 
nn 8 kW residential solar installation would receive a rebate of approximately $4,000, whereas 
under its first proposal to modify the maximum capacity eligible for incentives the same residential 
solar installation would receive a rebate of$3,000, or $2,400 under its second proposal. Id. at 5-6. 

Further, NCSEA.notes that the federal Solar Investment Tax Credit (ITC) is slated to end 
for residentiaJ systems in 2022 and decline to I 0% for commercial and utility scale systems. 
NCSEA argues that reducing the rebate amounts for customers with tax liabilities right before the 
ITC expires without allowing for additionaJ customers to participate will "weaken·thc market for 
residential and commercial clean energy right whell'the market will be recovering from our current 
economic downturn and aJso dealing with the expiration of the ITC." Id. at 6. 

Also, NCSEA counters the Public Staff's justification for _reducing the residential and 
commercial rebates, that solar installation costs arc decreasing both nationally and in North 
Carolina, by noting that the same study cited by the Public Staff also found that "the price of 
residential solar in North Carolina remains more expensive than in other states, in no small part 
due t0 regulatory uncertainty leading tO"slower consumer adoption than in neighboring states such 
as South Carolina." Id. at 6. 

Finally, NCSEA opposes the Public Stafrs proposals to further reduce rebates by any 
increase in administrative costs and marketing expenses. NCSEA contends that reducing rebates 
by estimated costs will cause the rebates to be unclear and difficult to calculate, presenting 
problems for both solar installers and customers, and will result in "an unacceptable. wnount of 
regulatory uncertainty." Id. a:t 8. 

In SACE's reply comments it expresses concern that altering the rebates is not "well 
matched to the availability issues that the rebate. program has experienced." SACE Reply 
Comments at 2. SACE opines that a lower rebate amount likely would not be sufficient for many 
customers. SACE distinguishes between the Public Stafrs proposal to reduce residential and 
for-profit nonresidential rebates and NCSEA's proposals, which would also effectively reduce the 
size of the rebates that would be received by 'these customers. SACE opines that "whereas 
NCSEA's proposal would increase installations by effectively doubling the number of rebates 
available for these customers, the Public Staff's proposal would-at best keep these installations 
constant while simply reducing the amount of the rebate each receives." Id. at 2. SACE states that 
it strongly supports increasing funding for nonprofit customers to install solar but prefers that it be 
accomplished without reallocating rebate funding from other customer classes. SACE also 
contends, "[t]here is insufficient infonnation at this time to tell whether the Public Staff's proposal 
is the best solution, because it is not clear at this point whether the rebate level is the main barrier 
to nonprofit enrollment." Id. at 2. Rather, SACE suggests that "nonprofits' relatively long saJcs 
cycle" may be responsible for low participation in the nonprofit sector. 
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ADDITIONAL PROPOSALS 

In its 2019 Annual Report, Duke states that it intends 

to continue to keep the 90-day window for both launch dates. The projects 
completed within 90 days of the launch date would he eligible.to apply. The time 
frames for completion would be December 31 for residential customers who obtain 
a reservation in January and June 30 for residential customers who obtain a 
reservation in July. Non-Rcsidentinl customers would still have.365 dnys from the 
date of the executed interconnection agreement, unless they had a project under 
20 kW-AC. In those cases, non-residential customers with a project under 
20 kW-AC would continue to have 365 days from the date the rebate reservation 
wns obtained. 

2019 Annual Report at 8-9. In response, the Public Staff states that "the current 90-Day Rule in 
the Solar-Rebate Program, which requires a customer to-apply no lo.ter than 90 days following the 
installation of a qualifying solar PY syslem, provides a sufficient timeframe for those customers 
seeking to apply for the available.capacity in the next enrollment window." Public Staff Reply 
Comments al 9. NCSEA supports Duke's proposal to retain the 90-day eligibility window for 
systems installed before a rebate application is made. 

Duke also proposes to increase its marketing to nonprofits, including city .governments, 
with the goal of increasing nonprofit participation in the program. In response, lhe Public Staff 
argues that "[t]o the extent- that this increased marketing activity increases Program costs for 
marketing, this increase should be used to reduce the Public Stafrs proposed non-profit rebate .. 
. in order to maintain revenue-neutrality." Public Staff Initial Comments at 3-4. 

In its initial comments NCSEA proposes that 

given the ongoing uncertainty· of slay-at-home orders due to COVID-19, the, 
economic impacts of the pandemic, and lhc potential for a second wave of the 
pandemic in the fall or winter, ... the first such biannual application period should 
open in October 2020. Advancing the opening of the 2021 application period 
would provide certainty to customers applying for the rebate, and potentially 
address Duke's concern regarding·customers applying for rebates after installing 
rooftop solar; advancing the opening would also provide business certainty for 
rooftop solo.r installers. 

NCSEA Initial Comments at 8-9. 

Finally, NCSEA requests that Duke file the results of its application process. ''stress-test" 
with the Commission. Duke notes that if ''the Commission adopts a loltery, the stress-test is no 
longer necessary because the 'stress' is caused by the rush of a first- come, first served process." 
Duke Reply Comments o.t 6. However, if the Commission does not adopt a lottery system, then 
Duke states that, if necessary, it agrees to provide the results of the slress test. 
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DISCUSSION AND CONCLUSIONS 

The objective of_the legislative solar rebate program is to provide.an economic incentive 
for residential, commercial, and-nonprofit customers to adopt solar power by reducing the upfront 
cost of instaJliii.g solar equipment. The program has proven to be extremely popular, and the 
demand for rebates greatly exceeds the limited supply - the rebates annually available to 
residential and for-profit nonresidential customers are fully subscribed within minutes. As NCSEA 
notes, however, because so few solar customers are guaranteed a rebate, the ratepayer financed 
program does not appear to be fulfilling-its purpose of driving the adoption of solar. 

Based upon the forgoing, the Commission agrees that modifications to the program are 
necessary to provide more customers the opportunity to participate. Thus, as detailed below, the 
Commission will explore revising the existing incentives to better accomplish the program's goal 
of creating a program that will offer "reasonable •incentives to residential and nomesidential 
customers for the installation of small customer owned or leased solar energy facilities 
participating in a public utility's net metering tariff." N.C.G.S. § 62-155(f). Ar:iy a_ctions taken by 
the Commission to revise the program, however, must comport with the mandates of 
N.C.G.S. § 62-155(!). Lastly, the Commission is cogni=t of the fact that with the 90-day 
eligibility window some customers may be ·signing contracts and installing systems with· the 
expectation that the current rebate amounts and structure will be in place for the upcoming 
January 2021 application period. 

Additional Annual Application Window 

First, the Commission will allow Duke's request to open the 2021 and 2022 solar rebate 
programs for applications twice each year, in January and July. As Duke notes, splitting the 
capacity into two windows will (1) reduce the Wait time for customers whose applications are not 
accepted, hopefully reducing customer frustration, and (2) assist installers .and developers by 
spreading their sales over a greater portion of the year. Furthermore, creating a second window for 
applications in 2021 will enable the Commission to· consider and potentially make additional 
modifications, consistent with the directives outlined herein, to the incentives mid-year. 

Regarding the specific date for opening the applicatio_n window, Duke suggests the fifth 
business day of the year. Rather than open the window on a Friday, which would be the fifth 
business day of January 2021, the Commission is.of the opinion that a mid-week date would be 
more appropriate and convenient for customers. The Commission, therefore, finds that it is 
reasonable to require Duke to open future application windows on Wednesday, January 6, 2021, 
Wednesday, July 7, 2021, Wednesday, January 5, 2022, and Wednesday, July 6, 2022. As noted 
above, the parties' comments indicate that some customers are presently making decisions based 
on the current structure of the program.·Thus, the Commission declines to open a window for 2021 
rebate applications before January 2021 as NCSEA proposes. 

The Commission finds reasonable Duke's recommendation that half of the available annual 
capacity each year be offered in January and half in July. The Commission further agrees that the 
current 90-day rule - that a customer must complete and submit a rebate application no later than 
90 days following installation ofthe system - should be applicable to the remaining application 
windows discussed herein. 
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Lastly, the Commission expects Duke to perform the necessary technical fixes and testing 
to avoid a repeat of the technical difficulties experienced by customers applying for rebates in 
January 2020 and will require Duke to file the results its "stress test" with Commission. 

Lottery Sys_tcm to Allocate Residential and Commercial Rebates 

While the Commission appreciates Duke's and lhe Public Staff's willingness to work 
together to implement a lottery system, the Commission is not persuaded-that the administrative 
time and cost of doing so are justified for the final two years of the program. Moreover, with 
Duke's commitment to .implementing system improvements and the creation of an additional 
application window each year, the move to a lottery is not necessary to alleviate the "stress" on 
the system caused by the annual rush to apply for the rebates. The Commission also finds 
compelling NCSEA's representation that its member solar installers arc universally opposed to-a 
lottery and its argument that moving to a lottery system will not drive customer participation or 
increase rooftop solar adoption. Under the current program customers know immediately whether 
their.rebate application is successful. 

Maximum Capacity·Eligible for Incentives 

Regarding NCSEA's assessment that the solar rebate program is no longer incenting 
customers to -adopt rooftop solar because not enough customers are able to participate, the 
Commission is not persuaded that NCSEA's proposals to modify the program to address this issue 
- either reducing by half the maximum size of the systems eligible for a rebate or,using a "1 :1 
ratio for rebate-eligible and rebate ineligible solar'' - are authorized by the statute. The 
Commission agrees with the Public Staff that the plajn 1;:inguage of the statute limiting the incentive 
to 10 kW for residential customer installations and 100 kW for nonresidential customer 
installations prohibits the Commission From adopting a limit on incentive eligibility that is less 
than the capacity. amounts set forth in the statute. The General Assembly detennined the 
appropriate size of Facilities to incentivizc for residential and nonresidential customers, and the 
Commission declines to substitute its judgement For that of the legislature. The Commission, 
therefore, declines to implement either recommendation proposed by NCSEA. 

Adjust Rebate Amounts 

Consistent with- the parties' comments that to the extent customers' decisions to install 
solar systems are driven by the availability of rebates, the Commission is persuaded that For the 
application window opening on Wednesday, January 6; 2021, the incentives should remain at their 
2020 levels. Although the parties are divided on whether to .adjust the rebate amounts, the 
Commission (inds, persuasive the Public Staff's observation that solnr installation costs are 
dropping and further notes that rebates, which are Funded by ratepayers, should reflect true and 
reasonable costs. As such, the Commission will give due consideration to the Public Staff's 
recommendation to adjust rebate.amounts in the future. 

The Commission, therefore, finds good cause to solicit comments recommending revised 
rebate amounts for residential, commercial, and nonprofit customers for consideration to be 
effective for the application window opening on Wednesday, July 7 ,·2021. The Commission is not 
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satisfied that it has sufficient proposals before it to modify the existing program to ensure that it 
functions as intended while still complying with the incentive eligibility constraints set by the 
General Assembly. Noting that lhe statute describes the solar rebate program as "offering 
reasonable incentiVes to residential and nonresidential customers for lhc installation of small 
customer owned or leased solar energy facilities participating in a public utility's net metering 
tariff," N.C.G.S. § 62-155(0 (emphasis added), the Commission is particularly interested in the 
viability of a tiered system aimed at incentivizing smaller solar installations with a: declining 
incentive structure up to 10 kW for residential customer installations and 100 kW for 
nonresidential customer installations. One way to better utilize lhe rebates to encourage solar 
installations may be to target smaller systems, which are more likely to be installed by customers 
wilh greater budget.constraints and, therefore, in greater need of an incentive. Further, a. tiered 
system recognizes lhat lhe cost of solar installation per watt goes down as the size increases. While 
the-Commission is particularly interested in the viability and structure of a tiered system, other 
proposals will be considered and fully evaluated. To assist in this effort, the Commission directs 
Duke to include in its comments responsive to lhis Order infomrntion detailing the characteristics 
of the residential, com-mercial, and nonprofit installations ,receiving rebates, including but not 
limited to the distribution and average capacity of applications and installations for each customer 
group. Further, Duke shall include this same information in future annual program reports. 

Allhough lhe Commission is not proposing herein to increase the rebate.amount for non
profit customer-installations, the Commission is interested in seeing increased enrollment in the 
nonprofit program and·agrces that Duke should increase its marketing to nonprofits, including city 
governments, with the goal of increasing nonprofit participation in the remaining years of the 
program. 

IT IS, THEREFORE, ORDERED as follows: 

I. That Duke's motion to open lhe solar rebate program for applications in 2021 and 
2022 twice a year, in January and July, shall be granted as modified by lhe n::quirements of this 
Order and subject to lhe conditions provided herein; 

2. That in 2021 lhe application periods shall open on Wednesday, January 6, 2021, 
and Wednesday, July 7, 2021; 

3. That in 2022 lhc application periods shall open on Wednesday, January 5, 2022, 
and Wednesday, July 6, 2022; 

4. That 50% of the available annual capacity each year in 2021 and 2022 shall be 
offered in January and 50% of the available annual capacity shall be offered in July; 

5. That Duke shall continue the 90-day eligibility window for systems installed prior 
to submitting an application for a rebate; 

6. That Duke shall conduct and file lhe results of the application program "stress test" 
with Commissioil'on or prior to Friday, December 4, 2020; 
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7. That the current incentive amounts of $0.60 per watt for residential customer 
instnllations, $0.50 per watt for commercial customer installations, and $0.75 per watt for nonprofit 
customer inslallations shall be effective for the application window beginning on Wednesday, 
January 6, 2021; 

8. That Duke shall increase its marketing to nonprofit customers, including city 
governments~ with the goal of increasing nonprofit participation in the program; 

9. That on or before December I, 2020, all parties may file initial comments 
addressing appropriate modifications to the current incentive amounts as directed by this Order, 
including a-tiered rebate program as discussed herein; 

10. That Duke shall include in its initial comments and in its future annual program 
reporu detailed infonnation regarding the characteristics of residential, commercial, and nonprofit 
installations receiving rebates,'including,but not limited to the distribution and average capacity of 
applications and installations for each customer group; 

11. That on or before December 15, 2020, all parties may file reply comments 
responding to the initial comments filed by other parties; and 

12. Thal upon receipt of the parties' comments, the Commission will proceed as 
appropriate in establishing rebates for the remaind_er of the program. 

ISSUED BY-ORDER OF THE COMMISSION. 
This the 6th day of November, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

CommissionerToNola D. Brown-Bland did not participate in this decision._ 
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DOCKET NO. E-2, SUB 1167 
• DOCKET NO. E-7, SUB 1166 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Duke Energy Progress, 
LLC, and Duke Energy Carolinas, LLC, 
for Approval of Solar Rebate Program 
Pursuant to N,C. Gen. Stat. § 62°155(1) 

ORDER ALLOWING OCTOBER 6 
AND 7, 2020 INSTALLATIONS 
TO APPLY TO SOLAR REBA TE 
PROGRAM BEGINNING ON 
JANUARY 6, 2021 

BY THE COMMISSION: On November 6, 2020, the Commission issued an Order 
Modifying the Fourth Year of Solar Rebate Program and Requesting Additional Comments 
(Order) in Docket Nos. E-2, Sub 1167 and E-7, Sub 1166. In pertinent part, the Commission 
ordered that the first application period of2021 shall open.on Wednesday, January 6, 2021. The 
Commission also ordered Duke to continue the 90- day eligibility window for systems installed 
prior to submitting an application for a rebat~, meaning that projects completed within 90 days of 
the start of the enrollment period are eligible to apply for a rebate. 

On November 13, 2020, Duke Energy Progress, LLC, and Duke Energy Carolinas, LLC 
(collectively, Duke or the Companies), filed a Motion for Clarification or Reconsideration 
(Motion). The Motion states that: 

I. Pursuant to the Order, the 90•day eligibility period began on 
October 8, 2020; 

2. Prior to the Order, the 2021 application period was scheduled to 
open on the first business day ofJanuary 2021 (January4,_2021 ), w_hich would have 
resulted in the 90•day eligibility period beginning on October 6, 2020; 

3. On October 6, 2020 and October 7, 2020, at least sixty.three 
customers had _systems installed, presumably in anticipation of applying within the 
90•day eiigibility period for a solar rebate on Janu_ary 4, 2021; 

4. Without further Commission action, customers who installed 
systems on October 6, 2020 and October 7, 2020 will be ineligible to apply for a 
solar rebate on January 6, 2021; and 

5. The Companies agree with the Commission that a mid•week date 
for the launch is appropriate because it provides two business days to help 
customers before and after the opening of the application window. 

However, the Companies do not thiuk customers who installed systems on 
October 6, 2020 .and October 7, 2020 in anticipation of applying for a rebate on 
January 4, 2021 should be disadvantaged by the change in schedule. 
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Duke requests that ''the Commission allow the Companies to accept.customers' applications·for 
solar rebates who installed systems on October 6, 2020 and-October 7, 2020.that would otherwise 
be eligible for a solar rebate had the opening window· not been moved forward two days from 
January 4, 2021 to January 6, 2021." No party has objected to Duke's request. 

DISCUSSION AND CONCLUSIONS 

Pursuant to N.C. Gen. Stat. § 62-80: 

The Commission may ut any time,upon notice to the public-utility and to-the other 
parties of record affected, and after opp9rturiity to be heard as provided in the ~se 
of Complaints, rescind, alter or amend-any-order or decision made by it. Any-order 
rescinding, altering or amending a prior order or decision s_hall, when-served upon 
lhe public utility affected, have ·the· Same, effect as herein provided for original 
Orders or deciSions. 

The Commission's :decision to rescind, ,alter, or amend an Order uporl reconsideration under 
N.C:G.~. § 62-80 is ·within the CommiSsion1s discretion. Stole ex re/; U1i/s. Comui?n v. MCJ 
Telecomms. Corp., 132 N.C. App. 625, 630, 514 S.E.2d 276, 280 (1999). However, the 
Commission,cannot arbi~ily or capriciously rescind; alter, or amend a prior Order. Rather, there 
must be some change in circumstances or a misappreh_e,-ision or disregard of a fact that provides a 
basis for the Commission to rescind, "tilter, or.amend a prior order. State ex rel. Uti/s. C6mm'.n v. 
N.C. Gos Serv., 128 N.C. App. 288, 293-94, 494 SE2d 621,626, rev. denied, 348 N.C. 78,505 
S.E.2d 886 (1998). 

The Commission agrees with Duke's calculations Of the various scenarios of the enrollment 
wiridow 0pe"nirig and the corresponding impact on the start-date of the 90-day eligibility period. 
The Commission notes that had the-Commission accepted-Duke's proposal to open the enroili'nent 
period on Friday, January 8, 2021, thatinstallations·occurring'on October 6, 2020; and October 7, 
2020, woul_d·have·also been.similarly ine_ligible for a rebate as they ar~ now· pursuant to the Orc)er. 
Further, the Commission is cognizant that enrollment for residential and commercial rebates is 
highly ;competitive and has considered that adding· an additional two ·days of installations may 
furthef.contrib_ute to-the overd~mand the Order attempted to mitigate-by adding the second annual 
enrollment'window. However, the Commission continues to give weight to the commentary that, 
at thc•time it issued the Order, customers were making decisions based on the structure of.2020 
prqgram. While the people and businesses who installed og October 6, 2020, and-October 7, 2020, 
did so without the guarantee ofa rebate, they did so with the expectation of having an opportunity 
to apply. Based upon the foregoing and the entire reco_rd herein, the.Commission is persuaded by 
Duke'.s motion and agrees that clistomers who installed systems on ·october 6, 2020, and 
October 7, .. 2020, in anticipation o_f applying for a rebate on· January 4, 2021, should not_ be 
disadvantaged by the Commission's d!!(:ision to modify-the January 2021 enrollment opening date. 
Therefore, the Commission finds good cause to modify·its pri_0r decision., 
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IT IS, THEREFORE, ORDERED as follows: 

1. That customers who installed systems on October 6, 2020, and October 7, 2020, 
shall be eligible to enroll in the solar rebate program Commencing-on Wednesday, January 6, 2021; 

2. That nothing herein shall be "construed to otherwise alter the 90-day eligibility 
window approved for the remairiing,enrollment periods; and 

3. That Duke shall file revised compliance tariffs-consistent :With the provisions of 
this Order. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 25th day of November, 2020. 

NORTH CAROLINA Uill!TIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 
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DOCKET NO. E-22, SUB 562 
DOCKET NO. E-22, SUB 566 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

DOCKET NO. E-22, SUIJ 562 

In the Matter of 
Application,ofVirginia Electric and Power 
Company, d/b/a Dominion,Energy North 
Carolina for Adjustment of Rates and 
Charges Applicable to Electric Service 
in North Carolina 

DOCKET NO. E-22, SUIJ 566 

In the Matter of 
Petition of Virginia Elcc1ric and· Power 
Company, d/b/a Dominion Energy North 
Carolina.for an Accouhting Order. to Defer 
Certain Capital and Operating Costs 
Associated with Greensville County 
Combined Cycle Addition 

ORDER ACCEPTING PUBLIC 
STAFF STIPULATION IN PART, 
ACCEPTING CIGFUR STIPULATION, 
DECIDING CONTESTED ISSUES, 
AND GRANTING PARTIAL RATE 
INCREASE 

HEARD: ·Tuesday, July 30, 2019, at 7:00 p.m., Halifax County Historical Courthouse, 
ION. King Street, Commissioners' Meeting Room, Halifax, North Carolina 

BEFORE: 

Wednesday, July 31,'2019, at 7:00 p.m., Martin County Courthouse, 305 E. Main 
Street, Williamston, North Caro,lina 

Wednesday, August 7, 2019, at 7:00 p.m., Dare County Courthouse, 962 Marshall 
Collins Drive, Manteo, North Carolina 

Monday, September. 23, 2019, at 2:00 p.m., in Commission Hearing Room 2115, 
Dobbs Building, 430 North Salisbury Street, Raleigh, North Carolina 

Chair Charlotte A. Mitchell, Presiding; Commissioners ToNola D. Brown-Bland, 
Lyons Gray, and Daniel G. Clodfelter 
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APPEARANCES: 

For Virginia Electric and Power Company, d/b/a Dominion Energy North Carolina: 

Mary Lynne Grigg. Andrea R. Kells, and W. Dixon Snukals, McGuire Woods LLP, 
434 Fayetteville Street, Suite 2600, Raleigh, North Carolina 27601 

Robert W. Kaylor, Law Office of Robert W. Kaylor, P.A., 353 East Six Forks Road, 
Suite 260, Raleigh, North Carolina 27609 

For Carolina Industrial Group for Fair Utility Rates I: 

Warren K. Hicks, Bailey & Dixon, LLP, Post Office .Sox 1351, Raleigh, North 
Carolina 27602-1351 

For Nucor Steel-Hertford: 

Joseph W. Eason, Nelson, Mullins, Riley & Scarborough, LLP, 4140 Park Lake 
Avenue, Suite 200, Raleigh, North Carolina 27612 

Damon E. Xcnopoulos, Stone Mattheis Xenopoulos & Brew, PC, 1025 Thomas 
Jefferson Street, NW, Washington, D.C. 20007-5201 

For the Attorney General's Office: 

Jennifer Harrod, Special Deputy Attorney General, Theresa ToWTisend, Special 
Deputy Attorney General, and Margaret A. Force, Assistant' Attorney General, 
North Carolina Attorney General's Office, Department of Justice, I 14 West 
Edenton Street, Raleigh, North·Carolina 27603 

For the Using and Consuming PUblic: 

David Drooz, Chief Counsel, Dianna DoWTiey, Staff Attorney, Gina Holt, Staff 
Attorney, Lucy Edmondson, Staff Attorney, Heather Fennell, Staff Attorney, and 
Layla Cummings, Staff Attorney, North Carolina Utilities Commission- Staff, 
Legal Division, 4326 Mai!'Service Center; Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: On February 27, 2019, pursuant to Commission Rule Rl-17(a), 
Virginia Electric and Power Company, d/b/a Dominion Energy North Carolina (DENC or the 
Company) filed a Notice of Intent to File General Rate Application in Docket No. E-22, Sub 562. 

On March I, 2019, Carolina Industrial Group for Fair Utility Rates I (CIGFUR) filed a 
Petition to Intervene. The Petition was granted by the Commission on March 7, 2019. 
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On March 25, 2019, Nucor Steel-Hertford (Nucor) filed a Petition to Intervene. The 
Petition was granted by the Commission on March 29, 2019. 

On March 29, 2019, DENC filed an Application for a general rate increase pursuant to N.C. 
Gen . .Stal. §§ 62-133 and 62-134 and Commission Rule RJ-17 (Application) along with a Rate 
Case Infonnation Report - Commission Fann E-1 (Fann E-1) and the direct testimony and 
exhibits of Mark D. Mitchell - Vice President, Generation Construction; Richard M. Davis -
Director of Corporate Finance and Assistant Treasurer; Robert B. 1-Ievert - Managing Partner at 
ScottMadden, Inc.; Bruce E. Petrie-Manager of Generation System Planning; Jason E. Williams 
-Director of Environmental Services; Paul M. McLeod - Regulatory Specialist; Robert E. Milkr 
- Regulatory Analyst; Paul 8. Haynes-Director,of Regulation; and Bobby E. McGuire-Director 
of Electric Transmission Project Development & Execution. Also on March 29, 2019, DENC filed 
an application for an accounting order to defor certain,capital and operating costs associated with 
its Greensville County Power Station (Greensville CC) in Docket No. E-22, Sub 566. The 
Company also requested that the Commission consolidate its consideration of the deferral 
application with the Company's application for a general rate increase in Docket No. E-22, 
Sub 562. 

On April 29, 2019, the Commission issued an Order Declaring General Rate Case and 
Suspending Rates. 

On May 2, 2019, the Commission issued an Order Consolidating Dockets, which 
consolidated this general rate case with DENC's pending petition for deferral accounting authority 
to defer post-in-service costs associated with commercial operation of the Greensville County CC 
in Docket No. E-22; Sub 566. 

On May 30, 2019, the Commission issued an Order Scheduling Investigation and Hearings, 
Establishing Int~rvention and Testimony Due Dates and Discovery Deadlines, and ·Requiring 
Public Notice; 

On August 5, 2019, DENC filed supplemental direct testimony and exhibits of witnesses 
Davis, McLeod, Miller, Haynes, Petrie, and Deanna R. Kesler - Regulatory Consultant in 
Demand-Side Planning, as well as applicable supplemental Fonn,E-1 infonnation report items and 
supplemental Commission Rule R 1-17 infonnation. 

On August 14, 2019, DENC filed additional supplemental direct testimony and exhibits of 
witness Haynes. 

On August 15, 2019, DENC filed affidavits of publication evidencing proof of publication 
of notice. 

On August 23, 2019; the North Carolina Utilities Commission - Public Staff (Public Stafl) 
filed the testimony and exhibits of Sonja R. Johnson - Accountant; David M. Williamson -
Utilities Engineer; Jack L. Floyd - Utilities Engineer; Michelle M. Boswell - Staff Accountant; 
Tommy C. Wi_lliamson - Utilities Engineer; Roxie McCullar-Consultant at William Dunkel and 
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Associates; Dr, J. Randall Woolridge - Consultant; Jeffrey T. Thomas - Utilities Engineer; 
Michael C. Maness - Director of the AcCOunling Division; and Jay B. Lucas- Utilities Engineer. 
Also on August 23, 2019, Nucor filed the testimony and exhibits of Paul J. Wielgus and Jacob M. 
Thomas, and CIGFUR filed the testimony and exhibits ofNicholas Phillips, Jr. 

On August 27, 2019, the North Carolina Attorney General's Office (AGO) filed a Notice 
of Intervention. 

On August 28, 2019, the Commission issued an Order Requesting Additional Infonnation. 

On September 12, 2019, DENC filed second supplemental direct testimony and exhibits of 
witness McLeod, supplemental Fonn E-1 items, and supplemental Commission ·Rule Rl-17 
infonnation. Also on September 12, 2019, DENC filed the rebuttal testimony and exhibits of 
witnesses Davis, Hevert, McLeod, Miller, Haynes, and Williams. 

On September 16, 2019, the Commission issued an Order Providing Notice of Commission 
Questions. Also on September 16, 2019, DENC'filed its Witness List. 

On September 17, 2019, DENC filed an Agreement and Stipulation of Partial Settlement 
with the Public Staff (Public Staff Stipulation). Also on September 17, 2019, the Public Staff filed 
Partial Settlement Joint Testimony of witnesses Johnson and James S. Mclawhorn - Director, 
Electric Division, and DENG filed testimony of witnesses Davis, Hevert, McLeod, Miller, and 
Haynes in support of the Public Staff Stipulation. 

On September 18, 2019, the Public Staff filed supplemental testimony of witness Maness. 
Also on September 18, 2019, the Public Staff filed exhibits and supporting schedules for the joint 
testimony of witnesses Mclawhorn and Johnson previously filed on September 17, 2019. 

On September 19, 2019, DENC and the Public Staff filed,ajoint motion to excuse several 
of their witnesses, and CIGFUR filed a motion to excuse its witness. The motions Were granted on 
September 23,. 2019. 

On September 23, 2019,_ DENC filed an Agreement and Stipulation of Settlement with 
CIGFUR (CIGFUR Stipulation). Also on September 23, 2019, DENCfiled a Revised Witness List 
and Late Filed Exhibits in response to the Commission's Order Providing Notice of 
Commission Questions. 

The public hearings were-held as'scheduled'. The following public witnesses appeared and 
testified: 

Halifax: Tony Burnette, Dean Knight, Chuck Overton, and Silverleen Alston. 

Williamston: John Liddick, Patrick Flynn, Tommy Bowen, James Wiggins, and 
Glenda Barnes. 
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Manteo: 

Raleigh: 

Rhett White, Manny Medeiros, John Windley, and Brad Bernard. 

No public witnesses appeared. 

The. Commission received numerous consumer statements of position in this matter. All 
public witness testimony and conswner statements of position have been considered by the 
Commission and made a part of the record. 

The matter came on for expert witness hearing on September 23, 2019. DENC presented 
the testimony of witnesses Mitchell, Davis, Hevert,.McLeod, Haynes, Miller, and Williams. The 
testimony and exhibits of DENC witnesses McGuire, Kessler, and Petrie were stipulated into the 
record. The testimony and exhibits of Nucor witnesses Thomas and Wielgus were stipulated into 
the record. The testimony and exhibits ofCIGFUR witness Phillips were stipulated into the record, 
The Public Staff presen_ted the testimony of witnesses Maness,· Johnson, and Mclawhorn. The 
testimony and exhibits of Public Staff witnesses David Williamson, Floyd, Boswell, Tommy 
Williamson, Mccullar; Woolridge, and Thomas were stipulated·into the record. 

The pre-filed testimony of those witnesses-who testified at the expert witness hearing, as 
well as the pre-filed testimony of all other witnesses flling testimony in this dockl}t, was copied 
into the record as if given orally from the stand, and their pre-filed exhibits were admitted 
into·evidence. 

The Public Staff and DENC filed late-filed exhibits and responses to Commission 
questions on September 23, September 26~ September 27, October I, October 2, October 7, 
October 8, and October 23, 2019. • 

On November 6, 2019, DENC and the Public Staff filed a Joint Proposed Order on the 
issues covered'by the Public Staff Stipulation and separate proposed orders.on the iSSues of cost 
recovery for coa_l combustion residuals. Post-hearing briefs were filed by DENC; the AGO, 
CIGFUR, and Nucor. 

The above is a summary of the main filings and proceedings in this docket. Additional 
filings made by the parties and orders issued in this proceeding are rlot discussed in this Order but 
~e included in the record. 

Based on the entire record in this·proceeding, the Commi~sion makes the following 

FINDINGS OF FACT 

Jurisdiction 

I. Virginia Electric and Power Company (VEPCO) is duly organized as a public 
utility operating under the-laws of the State of North Carolina as Dominion Energy North Carolina 
and is subject to the jurisdiction of the North Carolina Utilities Commission. DENC. is engaged in 
the business of generating, transmitting, distributing, and selling electric power and energy to the 
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public in North Caroli~a for compensatiori. DENC is an unincorporated division ofVEPCO and 
has-its office and principal place of business in Richmond, Virginia. VEPCO is a wholly~owned 
subsidiary of Dominion Energy, Inc. (DEi). 

2'. The Commission has jurisdiction over the rates and charges, rate schedules, 
classificatiohs, and practices of public utilities operating in North Carolina, -including DENC, 
under the,Public Utilities Act (Act), Chapter 62 of the General Statutes of North Carolina. 

3. DENC is lawfully before lhe Commission based upon its,application for a general 
increase in its retail rates pursuant to N.C,G:S. §§ 62-133, 62-133.2, 62-134, and 62-135, and 
Commission Rule R 1-17. 

4. The appropriate test period for use in this. proceeding is lhe 12 months ended 
December 31, 2018, adjusted for certain known changes in revenue, expenses,. and rate base. 

The Application 

5. In summary, by its general rate Case Application, supporting testimony, and 
exhibits filed on March 29, 2019, and on subsequent dates during the proceeding,.DENC sought 
an increase in its non-fuel base rates ·and charges to its North Carolina retail customers of 
$26,958,000, along wilh other relief, including coSt deferrals and-changes_to its raie design. The 
Application was,based upon a requested rate of return on common equity of 10.75%, an embedded 
long-term debt cost of 4.451 %,.and DENC's actual capital structure of 53.01 % common equity 
and 46.99% long-tenn debt, as.of December 31, 2018. DENC submitted supplemental filings and 
testimony after its initial Application and the effect oflhe·Company'S supplemental filings was to 
change its proposed annual base non-fuel revenue requirement to a $24,195;000. increase in 
annual revenue. 

Stipulation with Public Staff 

6. On September 17, 2019, DENC and the Public StalT(Slipulating Parties) entered 
into and filed·the Public Staff.Stipulation, resolving all oflhe issues in this proceeding among the 
Stipulating Parties, except for issues associated with coal combustion residuals (CCR) costs. 

7. The Public Staff Stipulation is the product of give"'."and-take in settlement 
negotiations between the Stipulating Parties, and it is material evidence entitled to be giVen 
appropriate weight by the Commission. 

Stipulation with CIGFUR 

8. On September 23, 2019, DENC and CIGFUR entered into and filed the C!GFUR 
Stipulation, resolving rate ·of return and certain cost allocation, rate design, and terms and 
conditions issues in this proceeding. 
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9. The CIGFUR Stipulation is the product of give-and-take in settlement negotiations 
between DENC and CIGFUR, and it is material evidence entitled to be given appropriate weight 
by the Commission. 

Capital Structure,.Cost of Capital, and Overall Rate of Return 

I 0. The capital structure set forth in Section III.A of the Public Staff Stipulation, 
consisting of 52.00% common equity and 48.00% long-term debt., is reasonable and appropriate 
for use by DENC in this case. 

11. The embedded cost of debt set forth in Section III.A of the Public Staff Stipulntion 
of 4.442_% is reasonable and appi"opriatc for usc·by DENC in this-case. 

12. The rate of return on. common equity that the Company should be allowed the 
opportunity to earn in this docket is 9.75%, as set forth in, Section Ill.A of the Public Staff 
Stipulation and is reasonable and appropriate for use in this docket. 

13: The overall rate of return that the Company should be allowed lhe opportunity to 
e.am on the cost of the Company's used and.useful property is 7.20%, as.set forth in Section III.A 
of,the Public Staff Stipulation and is·reasonablc and appropriate.for use in this docket. 

14. The authorized levels of overall ~tum and rate of return on common equity set 
forth above arc supported by competent, material, and substantial record evidence, are crinsistent 
with lhe requirements of N.C.G.S. § 62-133 in light of changing economic conditions and will 
allow the C_ompany to maintain its facilities and services in accordance with the reasonable 
requirements of the Company's customers. 

15. Wilh respect to the foregoing findings on lhe appropriate overall rate of return on 
rate base and allowed rate of return on common equity for use in this·procceding, the Commission 
makes the following more specific findings of fact: 

a. The overall rate of return on rate base and allowed rate of return on common 
equity underlying DENC's current base rates are 7:367% and 9.90%, rcspectively. 1 

b. DENC's current base rates became effective for service rendered on and 
afier January I, 2017, and have been in· effect since that date. 

c. In its Application, DENC sought approval for rates which were based on an 
overall rate of return on rate base of7 .79% and an allowed rate of return on common equity 
of 10.75%. 

1 Order Approving Rote Increase and Cost Deferrals and Revising PJM Regulatory Conditions, Application by 
Virginia FJectrW wuJ. Power Co., dlb/u Dominion North Carolina Power for Adjuslmcnl of Rates and Charges Applicub/c 
to Ekdric Utility Service in North Carolina, No. E-22, Sub 532 (N.C.U.C. Dec. 22, 2016) (DENC Sub 532 Order). 
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d. As set forth in the Public Staff Stipulation, the Stipulating Parties see~ 
approval ofan overall rate of return on rate base of?:20% and an allowed rate of return on 
common equity of9.75%. 

e. The reduction in overall rate of return on rate base and rate of return on 
common equity from both DENC's existing base rates and the Application, as reflected in 
the Public Staff Stipulation, is a substantial economic benefit to DENC's customers. 

f. As reported by Regulatory Research Associates (RRA), the median rate of 
return on equity authorized for vertically integrated electric utilities during the first haJf of 
2019 was 9.73% (compared to 9.75% in 2018). The authorized rate of return on equity for 
vertically integrated electric utilities is in the top third of all jurisdiclions rated by RRA in 
tenns of constructive, and less risky regulatory environments range from 9.37% to 10.55%, 
with a mean of9.93% and a median of9.95% from 2016 through early Septemberof2019. 

g. The stipulated rate of return on common equity of 9.75% is equal to the 
lowest rate of return on common equity granted ·by the Commission for a major electric 
utility in the last ten years. 

h. The currently authorized rate of return on common equity underlying the 
base rates of Public Service Company of North Carolina, Inc. (PSNC), and Piedmont 
Natural Gas Company, Inc. (Piedmont), is 9.70%.1 The currently authorized rate of return 
on common equity for Duke Energy,Carolinas, LLC (DEC),-and Duke Energy Progress, 
LLC (DEi'), is 9.90%.2 

i. The stipulated allowed rate of return on common equity of 9.75% is 
consistent with the rates of return on common equity identified above. 

j. The stipulated overall rate of return on rate base of7 .20% and rate of return 
on common equity· of 9.75% are supported by competent, material, and substantial 
evidence. 

1 Order Approving Rare Increase and Integrity Management Tracker, Applica1ion of Public Service Co. of North 
Carolina. Jnc.,fora General Increase in its RaJcs and Charges, No. G-5, Sub 565 (N.C.U.C. OcL 28, 2016) (PSNC Sub 565 
Order); Order Approving Stipulation, Granting Partial Rate Increase., Line 434 Revenue Rider, EDIT Riders, Provisional 
Revenues Rider, and Requiring Customer Notice, AppliMlion· of Piedmont Na/uJ'al Gm Co,, J11c., for an Adjustment of 
Rates, ChQf'ges, and Tariffs Applicable lo Ser,,ice in North Carolina, Continuation of iJs /MR Mechanlvm, Adoption of an 
EDIT Rider, andOJher Relief.No. G~9,'Sub 743 (N.C.U.C. Ocl 31, 2019) (PNG Sub 743 Order). 

2 Order Accepting Stipulation, Deciding Contested Issues, and Requiring Revenue Reduction, Application. of 
Duke Energy Carolinas, LLC,far Adjustmem of Rate.'/ and Charges Applicable to Elrictric Utility Service in North Carolina, 
No. E-7,_ Sub 1146 (N.C.U.C. June 22, 2018), appeal docltxted,-No. 401Al8 (N.C. Nov. 7, 2018) (DEC Sub 1146 Order); 
Order Acc.epting Stipulations, Deciding Contested Issues and Granting Partial Rate Increase, Applir:alion by Duke Energy 
Progress, LLC, For Ad_justmenl of RaJes and Charges Applicable to Eleclric Utility Service in North Carolina, No, E-2, 
Sub 1142 (N.C.U.C. Feb. 23, 2018),appeal docketed, No. 401Al8 (N.C. Nov. 7,2018) (DEP Sub 1142 Order). 
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k. The evidence indicates that the overall economic climate in North Carolina 
·(and nationally) remains strong, in9luding data and projections from reliable sources that 
,demonstrate: (i) generally consistent with the national rate ofWiemployment, the-rate of 
unemployment in.North Carolina has fallen by 8.30 percentage points sin9e its peak-in late 
2009 and early 2010 to 3.70% by December 2018; (ii) unemployment in the DENC 
counties peaked in late 2009- early 2010 at 13.41% ,and had fallen to 4.95% by 
December2018; growth in .the Gross_ Domestic Product (GDP) is relatively strongly 
correlated between North Carolina and the national economy, and it has been growing at a 
moderate pace since 2016; (iii) median household income in North Carolina has grown 
since-2009 at an annual rate of2.32%; and (iv) residential electric rates in.North Carolina 
since 2018 remain approximately l3% below the national average. 

I. Irrespective of the economic conditions being experience4 in North 
Carolina at thi_s tim_e, which are positive, some ·customers of DENC will slruggle to pay 
their utility bills under the rate·incrcases authorized herein. 

m; Continuous safe, adequate, and reliable: electric service by DENC is 
essential to the support of businesses, jobs, hospitals, government services, and ·the 
maintenance of a healthy environment 

n. The rate of return on common equity and capita! structure approved by the 
Commission appropriately balances the benefits received by DENC's customers from 
DENC's provision of safe, adequate, and reliable electric service in sLipport of businesses, 
j_obs, hospitals, government services, .and the maintenance of a healthy environment_ with 
the difficulties that some of DENC's.customers will ·experience in paying the Company's 
increased rates. 

16. The capital structure and rates.of return on rate base and._common equity set forth 
in the Public Staff Stipulation and the CIGFUR Stipulation result in a cost of capital whii;h 
appropriately balances DENC's interest in -maintaining both its credit ratings and its. ability to 
obtain equity financing on reasonable tenns, and its customers' interest in receiving eleclric utility 
service at the lowest possible rate. 

Adjustments.to Cost of Service 

17. The Public StafTStipi.dation provides"-for certain accounting adjustments, which are 
set forth in detail at Settlement Exhibit I. The Stipulating Parties agree that the settlement regarding 
those issues will not be used as a rationale for future arguments on contested issues broiJght before 
the Commission. The _accounting-adjustments outlined in Settlement Exhibit I, except'line No. I 8 
pertaining to Chesterfield Units 3 and 4, are just and reasonable to•all parties in- light of all the 
evidence presented. 

18. The Company's updates through June'30; 2019, to certain.revenues, expenses, and 
investments, as agreed to.and adjusted in the Public Staff Stipulation,.are appropriate for use in 
this proceeding. 
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19. DENC's pro fom1a inclusion in.rates of the full cost of service ofthe·Greensville 
combined cycle generatiog plant (Greensville CC). which began commercial operation on 
December 8, 2018, i~ appropriate, with the exception of the non-fu_el O&M expenses for 
displacement adjustment, as discussed below. 

20. DENC's request to defer the costs associated with the Greensville CC from ihe time 
the unit was placed into service until placement in ·base rates in this rate case is appropriate. 
Amortization over a three-year period beginning with the effective date of new rates in this 
proceeding is.alsc;:,.appropriate. 

21. The Public Staff Stipulation provides that an adjustment of$81,000 should be made 
to storm restoration costs to reflect the use of.a, ten7year historical average of these costs. This 
provision of the Public' Staff Stipulation is just and reasonable to all parties in light of all ·the 
evidence presented. 

22. The Stipulating Parties have agreed to a reduction in revenue requ.ire!(lent Of 
$142,000.for the variable non-fuel O&M expenses displacement. This agreed upon adjustment is 
to reflect the updated and corrected purchased energy and electric test year output numbers, and it 
isju~t and reasonable-to all parties in light of the eVidence presented. 

23~ The Public ·Staff's' a_djustrnent to .remove the costs Of the Skiffes Creek project 
mitigation is appropriate as provided for in the Public Staff-Stipulation. 

24. The Public Staff Stipul~tion provides that 50% of the Mount Stom1 impainnent 
costs should be removed, with the remaining portion amortized over 2.15 years. This provisiori of 
the Public Staff Stipulation is just and reasonable to all' parties- in light of ?,II· of the 
evidence presented. 

25. The Stipulating Parties have agreed to redm::e.the revenue requirement by $720,000 
to reflect the updated, actual costs of the.Company's new Office building (DES Office). In light of 
the evidence presented, this adjustment.is just and-reasonable to all parties. 

26. As set forth in Section IV.S of the·Public Staff Stipulation, the Stipulating Parties 
have-agreed that the COmpany's depreci~tion rates·will be set based on the rates set forth in the 
Company's Application. Subject to Findings of Fact Nos. 56-58 and the discussion thereunder; 
this provision of the Public Staff Stipulation is'jusfand reasonable to all parties in light of all of 
the evidence presented. 

Federal Excess.Deferred Income Taxes 

27. The Company is adjusting-_ rates to pass along to North Carolina jurisdictional 
customers the benefit·of federal excess deferred income taxes (EDIT) resulting-from-the Federal 
Tax Cuts and Jobs Act of 2017 (Tax Act). The system-level federal EDIT balnnce as of 
December 31, 2017, was $2.0 billion,,ofwhich'$94.7 million was allocable to the North Carolina 
retail jurisdiction. 
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28. Tlie Public Staff Stipulation provides ·that DENC will implement an increment 
rider, Rider EDIT, to allow for the recovery by DENC of federal EDIT of $1,214,000 ( on a pre
income tax -basis). This amount includes all unprotected federal ·EDIT allocable to the North 
Carolina jurisdiction totaling approximately $8.0 million, partially offset by the "refum;I .to 
ratepayers of approximately $6.8 million associated with North C~olina jurisdictional federal 
EDIT amortization attributable to the 22-month period of January I, 2018, through 
October31,2019. 

29. DENC should implement Rider EDIT to recover certain federal EDIT from 
customers over a two-year period on a levelized basis, with a return. As reflected on Settlement 
Exhibit II, Schedule '2, the appropriate amount to be recovered from customers is a total of 
$1,299,369. Rider EDIT should be calculated and reviewed using the methodology.presented in 
the testimony ofDENC witness Haynes. 

30. The Company's fully-adjusted cost of service includes the income tax benefit 
arising from the annual amortization of federal protected EDIT ·during the test year, thereby 
incorporating.a going-level of federal protected EDIT amortization in base non-fuel rates. 

31. The ratemaking treatment of federal EDIT, including Rider EDIT as set forth in the 
Public Staff Stipulation, is just and reasonable to all parties in light of all of.the evidence presented. 

Base Fuel Factor 

32. The Public Staff Stipulation provides for a total decrease in DENC's annual base 
fuel revenues of $2.155 million from its North Carolina retail electric operations, based on a 
jurisdictional average base fuel factor Of2.092¢/k:Wh (including regulatory fee), which is just and 
reasonable to all parties-in light of all the evidence pre~ented. 

33. The jurisdictional average base fuel factor _shOuld be voltage-differentiated-between 
customer classes, as provided on Company Additional Supplemental Exhibit PBH-1, Schedule I, 
Page 2. 

34. The Company has-proposed·to adjust its base fuel and non-fuel expenses to reflect 
71 % as a p_roxy for the fuel cost component of energy purchases for which the actual fuel ~ost is 
unknown,(Marketer Percentage), with the remaining 29% of the cost of energy purchases being 
recovered by DENC in base rates. This represents a reduction from the Company's current 
Marketer·Percentage of78%. The 71 % Marketer Percentage is reasonable and appropriate-for use 
in this proceeding and,shall·remain in.effect until the Company's 2021 annual fuel factor filing or 
next general rate case, whichever comes first. 

Cost of Senrice Allocution Methodology 

35. The Public Staff and CIGFUR Stipulations provide for the use of the Summer-
Winter Peak and Average (S WPA) methodology calculated using the system load factor to weight 
the average component and (1 - system load factor) to weight the peak demand component to 
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allocate the COmpany's·cost of service to,the North Carolina jurisdiction and among the customer 
classes in this case. The Stipulating Parties anc;I CIGFURagree that use of the SWPA methodology 
for allocation between jurisdictions and among customer classes shatl not be a precedent for,.and 
may be contested in, future general rate case-·proceedings. The Stipulating Parties further.agree 
that the Company's proposed'adjusbnents (I) to DENes.recorded summer. and winter peaks to 
recognize the peak demand contributions of non-utility generators (NUGs) interconnected to the 
Company's distribution sy_stem, and (2) to remove the c;lemand and energy requirements of three 
customers, one wholesale.customer North Carolina Electric Membership Corporation (NCEMC), 
and two lai'"ge industrial customers in the Company's Virginia jurisdiction for whom the obligation 
to-provide.generation service has ended or will end during 2019 are appropriate and reasonable. 
Tue SWPA cost'ofserviCe methodology, adjusted as described, is appropriate for determining-the 
Company's ~forth Carolina jurisdictional and retail customer class cost allocation and 
responsibility for pwposes of this case. 

36. DENC's adjusbnent to the pe::iJc component ofSWPA appropriately recognizes·the 
impact that NUGs have oil DENC's utility system and is appropriate for use in this proceeding. 

37. DENC's adjustment to-remove the.demand and energy requirements of.customers 
whose service has eilded or wiU end durin·g 2019 is appropriate for use in thi~ proceeding. 

38. The·SWPA cost of service.methodology, as adjusted by DENC, has beeii used in 
this Order to determin_e the appropriate levels of rate base, revenues, and eXpenses . for North 
Carolina retail service. 

39. DENC's continued use of the ·SWPA methodology in this proceeding properly 
assigns production plant costs to all ctmomer class~; including the Schedi.Jle NS Class, in 
recognition ofits:significant use of the Company's generation throughout the year. 

40, For pwposes of apportioning and assigning th~ approv_ed increase in base non-fuel 
arJd b~e fu~l revenues between the North Carolina customer classes in this proceeding. the 
apportionment should be consistent with the principles described ill'the testimony of Public Staff 
witness Floyd and the rate design presented by Company witness Haynes in his direct testimony, 
as adjusted by and as referenced in Section VI of the Public Staff Stipulation, which are reasonable, 
flppropriate, and nondiscriminatory. The Public Staff Stipulation further provides· that in 
developing rates based.upon-the foregoing class apportionment. the Company should consider the 
rate of return indices.for.the LGS and,6VP classes and art appropriate rate of return index for the 
Schedule NS class. Finally,·the Public Staff Stipulation provides that all classes should share in 
the total base revenue increase. The rate design principles proposed ·by the COmpany, as filed 
revised by the Public Staff Stipulation, are just and reasonable. 
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Senricc Regulations, Vegetation Managcmc-nt, and Quality of Scn'ice 

41. The amendments to the service regulations proposed by the Company are 
reasonable. 

42. The vegetation management plan of the Company is reasonable. 

43. The overall quality of service provided by DENC is good. 

Conversion Costs of Chesterfield Power Station Units 3 and 4 

44. The resolution of the ~covery of the CCR wet to dry CCR handling conversion 
costs incurred by DENC at the Chesterfield Power Station (Chesterfield) Units 3 and 4, as set forth 
in Section VII.A of the Public Staff Stipulation; is not approved. 

45. DENC's decision to incur wet tq dry CCR handling conversion costs for 
Chesterfield Units 3 and 4 was not reasonable and·prudent 

46. DENC should not be allowed to recover from North Carolina retail ratepayers the 
jurisdictional costs arising from 'the wet to dry CCR conversion project for Units 3 and 4 at 
Chesterfield. 

Acceptance of Stipulations 

47. Based upon all of the evidence in the record, including consideration of the public 
witness testimony and the-evidence from parties who have not agreed with the Public Staff and 
CIGFUR Stipulations, with the exception of Seclion VII.A of the Public Staff Stipulation and 
subject to in Findings of Fact Nos. 56-58 and the discussion thereunder relating to the costs of 
removal portion of depreciation allowance, the provisions of the Stipulations are just and 
reasonable to the customers of DENC and to all parties to this proceeding, and serve the public 
interest. Therefore, the Stipulations should be approved in their entirety, with the.exception of 
Section VII.A of the Public Staff Stipulation and subject to .the Findings of Fact Nos. 56-58 and 
the .discussion thereunder relating to the costs of removal portion- of depreciation allowance. In 
addition, the Stipulations are entitled to substantial weight and ~nsideration in the Commission's 
decision in this docket 

48. The base non-fuel and,b.ise fuel revenues provided in and resulting from the Public 
Staff and CIGFUR Stipulations, with the ex.ception of Section VII.A of the Public Staff Stipulation, 
are just and reasonable to the customers of DENC, to DENC, and to all parties to,this proceeding, 
and serve the public interest 

Recovery of CCR Costs 

49. Since its last rate case, on a North Carolina retail jurisdictional basis, from the 
period beginning July I, 2016 and running through June 30, 2019 (the Deferral Period), DENC 
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has incurred $21.8 million in costs·associated.with the management ofCCRs (the CCR.Costs). 
The.$21.8 million includes: (I) $19.2'million in expenditures made during the Deferral Period to 
comply with federal and slate environmental regulations associated with managing CCRs and· 
converting or closing waste ash· management facilities.at seven of DEN C's .generation.stations; 
and (2) $2.7 mil1ion in financing costs incurred during the DeferraJ Period. 

50. The record includes substantial evidence that, particularly where CCRs wete being 
managed in lined landfills, the CCR Costs incurred during the Deferral Period were 
prudently incun-ed. 

51. Although the Public Staff offered evidence challenging the manner in which DENC 
had managed CCRs and its various CCR waste management facilities over severaJ decades, insofar 
as the specilic ·CCR Costs incurred duririg the·Deferra] Period are concerned, while-the record 
contains evidence that identifies instances ofimprudence, the record contains insufficient evidence 
to permit.the Commission· to quantify the effects of imprudent actions on ratepayers. 

52. DENC is entitled to recover the CCR Costs established-in this general rate case, in 
the manner and subject to the conditions as set forth hereiri. 

Ratemaking Treatment of Recoverable CCR Costs 

53. Just and reasonable fates will be achieved by excluding from rate base the CCR 
Costs and amortizing recovery of the CCR Costs over a period often years. 

54. his reasonable, based on the evidence in the record in this.proceeding, for DENC 
to. recover_ its financing costs on the CCR Costs incurred duripg the Deferral Period, up to the 
effective date of rates approved pun,uarit to this Order,.calculated at the Company's previously 
authorized weighted average·CQSt of capital. 

55. It is reasonable, based on.the eVid_ence in the rec_:ord in this proceeding for annual 
compounding to be used in calculating the financirm costs of deferred costs, including the CCR 
Costs, duriflg the Deferral Period. 

Accounting for CCR Remediation and Closure,Costs 

56. DENC did not account for CCR-remediation costs as costs ofremovaJ in computing 
and requesting recovery of its·a.llowance for depreciation eXpense. 

57. DENC's failure to incorporate costs of remediation· and ·cloSuie of CCR Waste 
management facilities as part of its aJl~ance for depreciation expense is contrary to accepted 
depreciation expense accounting principles. 

58. It is appropriate to require DENC'.to properly account for costs of remediation and 
closure of CCR waste management facilities as part of costs of removal included in its allowable 
depreciation expense. 
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CCR Insurance Claims 

59. DENC should be required to take reasonable and prudent actions.to pw-sue claims 
for insurance coverage of CCR remediation costs, where justified by DENC's insurance 
policy coverage. 

60. All insurance proceeds received or recovered by DENC ·from the existing and 
potential CCR insurance claims should be placed in a regulatory liability account until the 
Commission enters an order directing_ DENC as to the appropriate disbursement of the proceeds. 
The regulatory liability account should accrue a ·carrying charge at the net-of-tax overall rate of 
return authorized for DENC in this Order. 

61. Within'ten days of the resolution of any ofDENCs-CCR insurance claims, whether 
by settlement,judgmentorotherwise, DENC-should file a report with the CommiSsion explaining 
the result and stating.the amount ofinsurance proceeds to be received or recovered by DENC. This 
reporting requirement should apply even if there is litigation that is appealed to a higher court. 

62. If meritorious concerns arc raised by any party or by the Commission regarding the 
reasonableness of DENC's efforts to obtain an appropriate ainount of recovery from the CCR 
insurance claims, DENC should bear the burden of proving that it-exercised reasonable care·and 
made prudent efforts to ~btain the maximum recovery from the insurance claims. 

Accounting for Deferred-Costs 

63. The Company is authorized ,to receive a ·specific amount- of.revenue for each of the 
deferred costs approved by this Order. IfDENC receives revenue for any deferred cost for a longer 
period of time than the. amortization period approved by the Commission for that deferred cost, 
the Company should continue to record all revenue received for that deferred cost in the specific 
regulatory asset account established for ·that deferred cost until the Company's next general 
rate-case. 

Revenue Requirement 

64. After giving effect to the Commission's partial approval of the Public Staff 
Stipulation .and full approVaJ of the CIGFUR Stipulation, and the Commission's decisions on 
contested issues, the annual-revenue requirement for DENC will allow the Company a reasonable 
opportunity to earn the rate of return-on its rate base. 

65. As soon as practicable following the issuance of this Order, DENC should calculate 
and file·the anni.Jal revenue requirement with the Commission, consistent with.th_e findings and 
,conclusions of this Order. The Company should work with the Public Staff to-verify the accuracy 
of the filing. DENC should file schedules.summarizing the gross revenue and the rate of return 
that the Company should have the opportunity to achieve bas¢ on the Commission's findings and 
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detenninations in this proceeding. DENC should provide the Commission with· electronic copies 
of the filing, complete with fonnulas intact. 

Just and Reasonable Rates 

66. The base non~fuel and base fuel revenues and rates approved herein are just and 
reasonable to the customers of DENC, to DENC, and to all parties to this proceeding, and serve 
the public interest. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.1-4 

The evidence supporting these findings of fact and conclusions is contained in the verified 
Application and Fonn E-1 ofDENC, the testimony and exhibits of the witnesses, and the·entire 
,record in this proceeding. These findings and conclusions are infonnational, procedural, and 
jurisdictional in nature, and are not contested by any party. In addition, the Commission finds and 
concludes that the Company's use of a test period of the 12 months ended December 3 I, 2018, 
with appropriate adjustments for certain known changes in revenue, expenses, and rate base, 
comports with the requirements of N.C.G.S. § 62-133 and Commission Rule Rl-17, and is 
appropriate for use in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5 

The evidence supporting this finding of fact and conclusions is contained in the verified 
Application and Fonn E-1 ofDENC, the testimony and exhibits of the witnesses_, and the entire 
record in this proceeding. 

Summary of the Evidence 

On February 27, 2019, pursuant to Commission Rule Rl-17(a), DENC filed notice of its 
intent to file a general rate case application. 

On March 29, 2019, DENC filed its Application-and initial direct testimony and exhibits, 
seeking a net increase of $26,958,000 in its annual base non-fuel" rate revenue from its North 
Carolina retail electric operations. The A,pplication is based on ·a requested rate of'retum on 
common equity of 10.75%, an overall rate of return of?'.79%, an.embedded long-tenn· debt cost 
of 4.451 %, and DEN C's actual capital structure of 53.01% common equity and 46.99% long-tenn 
debt, as of December 31, 2018. Further, the Application states that DENC's 2018 return on equity 
was 7.52% and its overall rate of return was 6.08%. 

The Company's last general rate case was in 2016 in Docket No. E-22, Sub 532 (2016 Rate 
Case or Sub 532). By Order issued on December 22, 2016, the Commission approved an increase 
in DENC's base non-fuel revenues of $34,732,000, and a decrease of $8,942,000 in its base fuel 
revenues. DENC's current authorized rate of re_tum on common equity is 9.9%, its authorized 
overall rate of return is 7.367%, and its authorized capital structure for ratemaki_ng purposes is 
51.75% common equity and 48.25% long-tenn debt. On Match 4, 2019, the Commission approved 
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a base_non-fuel revenue reduction-of$l4,349,000 in Docket No; E-22, Sub 560, due to the net 
reduction in the Company's revenue requirement (i.e., the income tax expense component in'then
current base·rates).associated with the reduction in the federal corporate income tax rate pursuant 
to the'federal Tax Cuts and Jobs Act of2017. 

In its present Applicati_on, the Company proposed to implement the non-fuel base rate 
increase on a temporary basis subject to refund effective on November I, 2019~ along with,an 
accelerated implementation of its new lower base fuel rate - to be-filed in August 2019 - as part 
of any temporary,rates·(subject to refund) proposed·to become effectiv~ November I, 2019. The 
Company also proposed a methodology for returning certain federal EDIT to·customel'S through'a 
decrement rider, Rider EDIT, over a one-year-period. Further, DEN<; proposed to amortize the 
post-in-servict;: costs of.the Greensville CC it had requested to defer in Docket No. E-22,.Sub 566.1 

In its supplementaJ testimony filed on August 5, 2019, DENC updated·the increase sought 
in its non-fuel base rates and charges to its North Carolina ·retail customers to·$24.9 million. 

In its second supplemental testimony filed on September 12, 2019, DENC updated,the 
increase sought to $24,2 milliQn: 

Discussion and Conclusion 

The Commission finds·and concludes.that DENC's Application satisfies the requirements 
0fN.C.G.S. § 62-133,-et seq., and ·commission Rule Rl-17.- Further, DENC is a public·utility 
within the meaning ofN.C.G.S: § 62-3(23). Therefore, pursuant to N.C.G.S. § 62'30, et seq., the 
Commission-has jurisdiction to consider and decide DENC's Application for a_ rate increase and 
other relief. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 6-7 

The evidence supporting ·these findings of fact and conclusions is contained· in the 
testimony ofDENC witnesses Davis, McLeod, Hevert. Miller, and Haynes; Public Staff witnesses 
McLawhom,and Johnson; and the entire record in this proceeding. 

Summary of the Evidence 

On September 17, 2019, the Stipulating Parties filed the Public Staff Stipulation resolving 
all issues except the recovery of the Company's CCR costs. The Public Staff Stipulation iS based 
on the same test period as 'the Company's Application .. In summary, the Public -Staff 
Stipulation provides: 

• the revenue requirement increase of $24,879,000 proposed by the Company in its 
August 5, 2019, supplemental filing should be reduced by.at least $13,517,000, based 
on the Company's position of an increase in the revenue requirement of$6.428 million, 

1 ConSOJidated into Doclce! No. E-22, Sub 562 by Commission Order Consolid.wng Dockets (May 2, 2019). 
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consisting Of an increase of'$8.583 million in ilon-fuel revenues and a decrease of 
$2.155 millioil in base fueLrevenues, and-the Pllblic Staff's position of an increase.ip 
the revenue requirement of$2.037 million. consisting ofan increase in $4.192 million 
in non-fuel revenues and a decrease of$2.155 miUion in base fuel revenues, with.the 
difference between the Company's and th_e Public Staff's positiqns resultipg from the 
unresolved issues identified in ·section 11.A.i of the Public Staff Stipulation (cost 
recovery of the C0mpany's CCR costs, the recovery amortization period, and return 
during the amortization period); 

• ·a rate·ofreturn on common equity of9.75% !1J1d an-overall rate of return on rate base 
of7.20%; 

• a capital structure for ratemaking purposes consisting of 52% equity and 48% 
long-term deb~ 

• an embedded cost of debt of 4.442%; 

• agreement on numerous,adju.sbnents to the Company's cost of service; 

• a $2.155 miJlion decrease in DENC's annual base fuel revenues and a base fuel factor 
of2.092¢/kWh, including regulatory fee; 

• a-.decre_ment Rider Al, equal to .(0.375¢/k.Wh) on a jurisdictional basis, calculated-as 
the difference between the cllll"f:ntly .ippro~d Rider B Experience Modification Factor 
(EMF) of 0.388¢/kWh and jhe proposed Rider B EMF in the Company's 2019 Fuel 
Case (Docket No. E--22, Sub 579) of0.013¢/kWh; 

• a Rider EDIT allowing for the recovery of$I_,214,000 of federal EDIT, which includes 
the amortization of all unprotected federal EDIT totaling approximately $8.0 million 
partially offset by the refund of·approximately $6.8 million associated with federal 
EDIT amortization attributable to the 22-month period of January l, 2018, through 
October 31, 2019; 

• allocation of the Company's cost of service based on.'the SWPA method, including 
adjustments to recognfae the peak demand contributions ofNUGs interconnected to.the 
Company's distribution system and to remove·the demand and energy requirements of 
three customers in DENC's Virgini~ jurisdiction for whom the obligation to provide 
generation-service has ended or will'end during 2019; 

• i~clusioD" of certain wet-to-dry conversion costs at the Chesterfield Power Station 
(Chesterfield) in the revenue iequirement, subject to.a similar dispute pending in the 
Gompany's Virginiajurisdiction; and 

• agreement that the overall quality of electric service provided by DENC·is good. 
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In support of the Public Staff Stipulation, Company witness McLeod testified that DENC, 
the Public Staff, and intervenors engaged.in substantial·discoveiy regarding the matters addressed 
in the Public Staff Stipulation. Witness McLeod further testified that the Public Staff Stipulation 
is the result of give-and-take negotiations in which each party made substantial compromises on 
individual issues in order to obtain a compromise from the other parties on other issues. He state~ 
that the Stipulating Parties believe the results reached are fair to the Company and its·customers. 
Witness McLeod also noted•thaMhe·Public Staff Stipulation resolves all but one contested issue in 
the case betw_een the. Stipulating Parties without_ the necessity of contentioµs litigation. With 
respect to ·t11e contested issue not resolve_d by the Public Staff Stipulation,- witness. McLeod 
explaihed that $4.3 million of the CCR costs would, be resolved outside of the Public Staff 
Stipulation as the Company would not support the· "equitable sharinl' methodology for these 
remaining CCR costs. Tr. voi. 4, 334-41. 

Company witness Hevert also filed testimony in support of the Public Staff Stipulation. He 
testified.that the 9.75% rate of return on common equity agreed to in the Public-Staff Stipulation 
reflects negotiations among the Stipulating Parties and, taken as a whole with the rest-of the Public 
Staff ~tipulation,- would be viewed by the financial· community as constructive and equitable. 
·Witness Hevert acknowledged that the 9.75% Stipulation rate of return on common equity fa11S 
below hiS recommended range of I 0.00% to 11.00% but noted _that th1; stipulated rate of return on 
common equity is a reasonable resolution of a complex and frequenl1y contentious issue. 
Tr. vol. 4, 115-19. 

Company witness Davis' testified in support of the Public. Staff Stipulation's capital 
structure of 52.00% equity and 48.00% long-terni debL He stated that while differing from the 
recommendation in his direct testimony, the stipulated capital structure represents a reasonable 
compromise when considered within the context of the Public StaffStipul.ition taken as a whole. 
Tr. vol. 4, 231-33. 

Company'witness Miller's testimony in support of th_e Public S_taff Stipulation supported 
the cost of service: issues agreed upon in the Public Staff Stipulation and provided updated 
schedules with a fully adjusted·cost of service study.showing the effet:ts of all adjustments and rate 
changes,to.the North Carolina classes based on the Public Staff Stipulation. Tr. vol. 4, 538-42. 

Finally, DEN~ witness Haynes' testimony in Sl,!pport of the Public Staff Stipulation 
explained the cost allocation, revenue apportionment, rate design, and· cost of service studies 
agreed upon in the Public Staff Stipulation: Witness Haynes testified that the Public Staff 
Stipulation presents a just and reasonable. approach to establishing the cost of service for the 
Company's North Carolina jurisdiction using the SWPA alloC8tion methodology. He also 
explained that the SWPA method0l_ogy used the system load factor to weight the average 
component and the peak demand component, which was the same approach proposed in Ifie 
Company's direct and rebuttal testimony, as well as th~ approach suppo~d by Public Staff witness 
Floyd.'Witness Haynes also explained that the Company stilI proposed to include decrement Rider. 
Al to mitigate the effect of the November 1, 2019, base non-fuel increase. Tr. vol. 4, 485-90. 

Public Staff witnesses Mclawhorn and Johnson filed joint testimony· in support of the 
Public Staff Stipulation. They t~fied to the Public Staff's perception of_several benefits provided 
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by-the Public Staff Stipulation, including a reduction in the base non-fuel revenue increase initially 
requested by DENC and the avoidance of protracted litigation between the Stipulating Parties. 
Similar to DENC witn¢ss McLeod, witnesses Mclawhorn and Johnson stated'that'the CCR costs 
issue was not resolved in the Public·StafTStipulation and, therefore, the accounting and ratemaking 
adjustments cannot be finalized until the Commission makes a detennination on that issue. 
Tr. vol. 6, 52. 

DiscusS_ion and C~mclusions 

As the Public Staff Stipulation has not been adopted·by aJl of the parties to this docket, the 
Commission~s detennination of whether to accept or reject the Public Staff Stipulation is governed 
by the standilrds·set-out-by the North Carolina Supreme Court in Stale ex rel. Utilities Commission 
v. Carolina Utility Customers Ass'n, lnc.,.348 N.C. 452, 500 S.E.2d .693 (1998) (CUCA /), and 
State ex rel. Utilities Commfssion v. Carolina Utility Customers Ass'n, lnc.,.351 N.C .. 223, 524 
S.E.2d 10 (2000) (CUCA //). In CUCA /, the Supreme Court held: 

[Al stipulation entered into by less than,all of the parties as to any facts or 
issues in a contested· case proceeding under Chapter 62 should .be accorded full 
consideration and weighed by the Commission with all other evidence presented 
by any or'the parties in the proceeding. 

The Commission must consider·the,nonunanimous stipulation along wiih 
all the evidence presented and any other facts·the Commission finds relevant to the 
fair and just _detennination _of the proceeding. The Commission may even adopt the 
recommendations or provisions of the nonunanimous stipulation as long as the 
Commission.sets forth its reasoning and makes "its own independentconclusion" 
supported by substantial evidence on the record that the proposal is just and 
reasonable to all-partie~ in light of all the evidence presented. 

348 N:C. at 466,500 S.E.2d at 703. 

However,,as the Court made·clear in CUCA JI, the.fact that fewer than all oftlie parties 
have adopted a st,::ttlemen! does not pennit the Court to subject the·Commission's Order adopting 
the provisions ofa non-unanimous stipulation.to a "heightened standard" of review. 351 N.C-. at 
231, 524 S.E.2:d·at 16. Rather, the Court said that Commission approval of the provisions of a non
un_animous stipulation "requires only that the Commission ma[k]e an independent detennination 
supported by substantial evidence on the record '[and] ... satisfly] ·the. requirements of chapter 62 
I,,)' independently considering and anaJyzing all the. evidence and ,any other facts. relevant to a 
detennination that the.proposaJ is just and ~onable to.all parties." Id. at 231-32, 524 S.K2d 
at 16. 

The Commission gives substanti~ weight to the testimony of DENC witness McLeod 
regarding the Stipulating"Parties' efforts in negotiating the Public Staff Stipulation. Further, the 
Commission gives- significant ·weight to the settlement testimony of Public· Staff witnesses 
Mclawhorn and Johnson, which in their discussion'ofthe benefits,that the·Public Staff Stipulation 
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will_ provide to custoniers and their testimo_ny describing the compromise reflected in the Public 
StaffStipulation'S terms, indicate the-Public Stafr'S commitment to fully represent the using and 
consuming public. 

As a result, the CommisSio·n· finds and concludes that the Public. Staff Stipulation is the 
product of the give-and-take between the Stipulating Parties during their settlement negotiations· 
in an effort to appropriately baJance DENC's need for increased revenues and its customers' needs 
to receive-safe, adequate, and reliable electric service at the lowest possible rates. Jn·addition, the 
Commission ,finds and concludes that the Public Staff Stipulation w~ entered into by the 
Stipulating Parties after substantial discovery and negotiations, and that it represents a proposed 
negotiated· resolution of the 'matters in dispute in this docket As a iesult, the Public Staff 
Stipulation is material evidence lo be given appropriate weight in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 8-9 

The evide·nce ·supportir1,g these findings of fact and conclusions is contained iri the 
testimony .of DENC witnesses Davis, Hevert, Miller, and Haynes; CIGFUR witnesses Wielgus 
and Thomas; and the entire record in this proceeding. 

Summary of the Evidence 

On September 23, 2019, DENC and ClGFUR (CIGFUR Stipulating Parties) filed the 
CIGFUR Stipulation resolving certain.issues related to rate of return,_ cost allocation, rate desigll, 
and terms and conditions. In summary, the CIGFUR'Stipulation provides: 

• the Company's SWPA methodology calculated using the system load factor-to weight 
the average component and (1 - system load factor) to .weight the peak demand 
component is appropriate for.use in allocating the Company's per.books cost of service 
to the North Carolinajurisdiction and between customer classes in this case; 

• DENC and CIGFUR agree to the two adjustments the Company made-in the course of 
calculating the SWPA; 

• in the ne~t general rate case, the Company-should file the results of a class cost of 
service study with production and transmission costs allocated on the basis of the 
Summer/Winter Coincident Peak method in addition to the SWPA used· in this 
proceeding and .consider such results for the sole purpose of apportionment of the 
change in revenue to the customer classes; and 

• considering that no customers have taken service under the pilot Real Time Pricing 
(RTP) rates filed by the Company and approved by the Commission· in 'Sub 532, the 
Company will work with CIGFUR to consider whether certain.provisions within·those 
rates should be modified. If there is mutual agreement between CIGFUR and DENC to· 
such modifications, and CIGFUR indicates that at least one of its member customers is 
willing to take service under such rates, DENC agrees to re-file-such rates with the 
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Commission for approval with the modifications agreed upon within 60 days of 
such agreement 

At the hearing, Company witnesses Haynes and Miller stated their support for the CIGFUR 
Stipulation in the summaries of their testimonies. Witnes:i Haynes stated that •the CIGFUR 
Stipulation presents a just and reasonable approach to establishing the·Co_mpany's North Carolina 
jurisdictional cost of service ,and class cost of service for the allocation -Of production and 
transmission plant costs and related expenses based on the SWP A allocation methodology. He 
indicated that the Company believes the CIGFURStipulation represents a reasoilable compromise 
of the allocation and rate design issues in this case, is-fair to all parties, and should be approved by 
the Commission. Witness Miller stated that the CIGFUR Stipulation represents a reasonable 
compromise of the cost of service issues in this case, is·.fair to all parties, and:should be approved 
by the Commission. Tr. vol. 4, 497,.545. 

Discussion and Conclusions 

As with the Public Staff Stipulation, because the CIGFUR Stipulation has not been adopted 
by all,of the parties to this docket the Commission's determination of whether to accept or reject 
the CIGFUR Stipulation is governed by the standards set out by the North Carolina Supreme Court 
in CUCA l and'CUCA ll. 

The Commission'gives significant weight to the testimony ofDENC witnesses Haynes and 
Miller regarding the Company's·:Support for the CIGFUR Stipulation. 

As a result, the Commission finds and concludes that the· CIGFUR Stipulation is, the 
product of the give-and-take between the CIGFUR Stipulating Parties during their settlement 
negotiations in an effort to appropriately balance· DENC's need for increased revenues and 
CIGFUR's interesfln advocating for its.member cust~mers. In addition, the Commission finds and 
concludes that the CIGFUR. Stipulation was entered into by the CIGFUR Stipulating Parties after 
discovery and negotiations, and that it represents a proposed negotiated resolution of the matters 
in dispute in this docket. As a result, the0.CIGFUR Stipulation is material evidence to be given 
appropriate weight in this.proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. l0-11 

Capital Structure 

The evidence supporting these findings of fact and conclusions is contained in the 
testii-nony and exhibits of Company witness Davis, Public Staff witness Woolridge, CIGFUR 
witness Phillips, and the Public Staff and CIGFUR Stipulations, as well as testimony and exhibits 
presented at the hearing of this matter. 

In· his prefiled direct testimony, DENC witness Davis proposed a capital structure 
consisting of 53.01% common equity and 46.99% long-term debt; DEN C's capital structure as of 
Detember'31, 2018. f{e discussed the Company's signific_ant capital needs going forward, and 
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explained how the Company plans-to finance those capital needs, based on a balance of debt and 
common equity that DENC believes will support the Company's credit ratingrgoing forward, and 
continue to enable the Company to access a number of marke!S, under a wide range of economic 
environments, on,reasonable tennS and conditions. Witness Davis stated that this market access is 
criti_cal to fund the ongoing infrastructure.capital expenditure programs,that will be necessary-to 
meet the Company's public service obligations in North Carolina and throughout its system. 
Tr. vol.4, 204-09, 214-17. 

In his supplemental testimony, witness Davis updated the Company's proposed capital 
structUre __ to its actual structure as of June 30,.2019, which reflected a long-tenn debt component 
of 46.351 % and an equity component of 53.649%. Based on the Company's Hroposed updated cost 
rates for long-tenn debt and common·equity, witness Davis' proposed Updated capital structure 
produced an updated overall weighted-average cost of capital of7.826%.-Tr. vol 4, 219-20. 

Public Staff witness Woolridge testified that the Company's proposed _capital structwe 
included more common equity than the average of the proxy group he used in conducting his 
analysis. He stated that it is appropriate to use the· common eq·uity ratios of the parent -holding 
companie_s and that the high debt ratio and low equity ratio of DEi is a credit'negative for DENC 
as evaluated· by Moody's. He noted, however, that because DENC is a regulated business, it is 
exposed to less risk and can carry relatively more debt in its capital structure than most unregulated 
companies, like DEi, •witness ·Woolridge further testified that DENC should·take advantage of its 
loWer business risk to employ cheaper debt capital at a level that will benefit its customers through 
lower revenue requirements and, as a result, recommended a capital structure of 50.00% common 
etjuity and 50.00% debt based on a 9.00% rate of return on common equity. Witness Woolridge 
also made. an· alternative capital. structure recommendation of the Company!s actual capital 
structure as of June 30, 2019,. of 46.35% long-tenn debt and 53.65% common-equity based on an 
8.75% return·on·equity. Tr. vOl.-6, 552-62. 

CIGFUR witness Phillips testified that DENC's proposed capital structure includes more 
equity and less debt than other electric utilities and recommended a capital structure not to exceed 
52.00% coinmon equity. In support ofhis-recommendation,_witness Phillips analyzed the proxy 
groups,that he claimed·met the various jurisdictional regulatory capita] structures ofa comparable 
group of electric utility companies. He referenee-0 groups that consisted of all electric utilities 
nationwide with equity .ratios detennined in the first half of 2019 and North Carolina gas and 
electric utilities that have had authorized rates Of return on equity approved in recent years. Witness 
Phillips concluded that the Company's proposed capital structure Was inconsistent. with those 
authorized by the Commission in recent rate cases. Tr. Vol 6,412,416, 429-31. 

In his rebuttal testimony, witness Davis testified that witness Phillips' recommendation 
ignores the Company's•!l,Ctual ,capitaj structure as of June 30, 2019, as we!I as DENC's capital 
structure at year-end of each of the previous three years in favor of arbitrarily developed structures. 
Witness Davis stated that it is important that the Company's actual capital structure be considered 
in dctennining the appropriate capital structure for purposes·ofthis_ rate case.because imputing the 
structure of other peer utilities_ in differeritjurisdictions can lead to erroneous conclusions. He also 
explained that the Company's .financing plan is. structured to maintain the Company's current 
credit ratings, which provide the greatest benefit to customers in the long-tenn. Witness Davis 
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stated thal an arbitrarily derived capital structure could be viewed nt:gatively by the Company's 
credit agencies. Finally, witness Davis explained that-using,the Company's actual capita] structure 
helps to support the significant capital spending program the Company has and continues to 
undertake to enhance and improve DENC's generation and transmission infrastructure. 
Tr. vol. 6, 221-29. 

Under Section III.A of the Public Staff Stipulation;, the Stipulating Parties proposed a 
capita] structure of,52% common equity and 48% long-terrh debt. In their stipulation testimony, 
Company witness Davis and_ Public $taff witnesses Johnson· and McLawhom testified that the 
capital structure reflected in the Public-Staff Siipulation represents a compromise by both parties 
in an effort to reach agreement and is in the public interest Witness Davis testified that the capital 
structure represented in the Stipulation provides an equity ratio that is 165 basis points lower than 
the Company's request of 53.649%~ 200 basis points higher than the Public Staffs initial 
recommendation presented in witness Woolridge's testimony, and 25 basis points higher than the 
equity ratio authorized· in •th.e 201_6 Rate Case. Witness Davis stated that he, like the Public Staff 
witnesses, believes the end result of the settlement is fair and reasonable with respect to both 
ratepayers and shareholders, and that such a ratio will allow the Company to continue providing 
safe and reliable service to its customers. Tr. vol. 6, 51-52, vol. 4, 231-33. 

In the CIGFUR Stipulation, CIGFUR and DENC stipulated that it was appropriate.to use 
a capital structure consisting of52% equity.and 48% long-tenn·debt. 

In evaluating-the evidence on capital structure in this proceeding, the Commission first 
notes-that the equity/debt ratios reflected in the Stipulation of 52.00% equity and 48.00% long
tenn debt are consistent with and well within the Rrior experience of the ComiTiission. 1 These _are 
not determinative factors from the Commission's perspective, but they do provide some context 
supporting.the reasonableness of-the stipulated capital structure. 

Based upon its own review and independent analysis of the evidence, the Commission 
concludes that a capital structure of 52.00% equity and 48.00% long-term debt, as-is reflected in 
the Public Staff Stipulation, is just.and reasonable and appropriate for use in this proceeding on 
severa] grounds. 

First, this capital structure is very close, i.e., 25 basis points, to the capital structure 
authorized for DENC in its last rate case. Second, this capital structure was accepted by CIGFUR 
in .the CIGFUR Stipulation. Third, .while the Commission recognizes that Public Staff witness 
Wqolridge recommended a 50% common equity and 50% debt'capital structure based on a 9.00% 
rate of return on equity as his·primary recommendation, he also proposed use ofU1e actual capital 

1 See DENCSub S320rdcr(Sl.75%common equity and48.25%debt); PSNCSub 565 Order(S20% common 
equity, 44.62% long-term debt, 3.38%short-tcnn debt); PNG Sub743 Ordcr(S2,00% equity, 47.15% long-tenn debt, 0.85% 
short.tenn debt); DEC Sub 1146 Order(S2%common equity and48% Jong-tenn debt); DEP Sub 1142 Order(S2% common 
equity and 48% long-tenn debt). 
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structure as of December 31, 2018, of 46.351 % long-tenn debt and 53:649% common equity based 
on an 8.75% return on equity. Founh, Section X of the Public Staff Stipulation provides: 

[T]his Stipulation is in the public interest because it reasonably balances customer 
interests in mitigating rate impacts with investor interests in providing for 
reasonable recovery of investments, thereby providing the ·necessary level of 
revenue.requirement to allow the Company to maintain its.financial strength and 
credit quality and continue to provide high quality electric utility service to its 
customers. 

Fifih, Section IV of the CIGFUR Stipulation contains this same language. Sixth, the 
Commission gives substantial weight to ·Company witness Davis'' testimony regarding the 
Company's effort to find the appropriate balance between equity and debt financing. As witness 
Davis noted, witness Phillips relies primarily on the averages of his respective proxy groups 
without providing any further rationale in support of his recommended capitalization ratios. 
Seventh, the Commission places substantial weight as well on.witness McLawhom's and·witness 
Johnson's conclusion that the end result of the settlement" is fair and .reasonable with respect to 
both ratepayers and shareholders, and that customers will benefit from lower rates as a result ofa 
negotiated settlement that, if approved, will reduce the Company's proposed rate increase by at 
least $13 million. Eighth, the Commission also gives weight to the Public Staff Stipulation and the 
benefits.that it provides to DEN C's customers, which the Commission is obliged to consider as an 
independent piece of evidence wider CUCA 1 and CUCA 11. Each party to the Public Staff 
Stipulation gained some benefits-_that it deemed impor1ant and ·gave some concessions for those 
benefits. Based on the Application .and pre-filed testimony, it is apparent that. the Public Staff 
Stipulation ties-the 52/48 capital structure to substantial concessions the Company made to reduce 
its revenu_e requirement. 

Accordingly, based on the matters.set forth above, and in the exercise of its independent 
judgment, -the Commission finds that the weight of the evidence in this proceeding favors using 
the stipulated capital structure and that such capital structure is just, reasonable, and appropriate 
for use in setting rates in,this docket. 

Cost of Debt 

The evidence suppor1ing this finding of fact and conclusions is contained in the testimony 
and exhibits of Company'witness Davis·and Public Staff .witness Woolridg~, the Public Sta IT and 
CIGFUR Stipi.ilations, and the.entire record of this proceeding. 

In its Application.and supporting testimony, the Company proposed a long-term debt cost 
of 4.45% at the ·_end of the test year. In his supplemental testimony, Company witness Davis 
updated the debt cost to 4.442% as of June 30, 2019. The Public Staff and .CIGFUR,Stipu\ations 
accept the 4.442% cost of debt proposed by the Company in witness Davis' supplemental 
testimony. No party contested the cost of debt proposed by the Company or-agreed upon in the 
Public StaITand CIGFUR Stipulations. 
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The Commission, therefore, finds and _concludes that the use of a,debt cost of 4.442% is 
just and reasonable to all parties.in·.light of all the evidence presented. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.12-16 

The evidence for these findings <:if fact and conclusions is contained in the Application; the 
direct testimony and exhibits of witnesses Hevert, Woolridge, and Phillips; the Public Staff and 
CJGFUR Stipulations; the testimony ·of public witnesses; the rebuttal testimony of witness Hevert; 
the settlement-testimony of witnesses Hevert, McLawhorn,·and Johnson; and the hearing testimony 
of witness Hevert. 

The Public Staff and CIGFUR Stipulation~ both state that an allowed rate of return .on 
common equity of9.75% is reasonable for use in this proceeding, a decrease from the 9'.9% level 
authorized by the Commission in the Company's last rate case. No other party presented evidence 
on the appropriate rate of return on common equity. 'The Commission's consideration of the 
evidence and decision on this issue-is Set out below and is organized into three sections. The first 
is a swnmary of the record,evidence on rate of return on common equity. The second is a summary 
of the law applicable to the Commission's decision-on rate of return on common equity. the third 
is an application of the law to the evidence and a discussion and explanation of the Commission's 
ultimate decision on rate of return on common equity. 

Summory of Record Evidence on Return on Equity 

In its Application, the Company requested approval for its rates to be set using an overall 
rate ofretum of?.79% an"d a rate of return on equity of 10.75%. This request was based upon and 
supported by the·direct testimony of DENC witness Hevert. These rates of return compare to an 
overall return of 7.367% and rate of return on common equity of·9:900/o underlying DENC's 
current rates. DENC witness Mitchell also filed testimony supporting the approval of the rate of 
return on common equity recommended by witnes_s Hevert. Witnesses for the Public Staff and 
CIGFUR also filed direct testimony on,the ·appropriate rate of return on equity. This evidence was 
followed by the Public Staff and CIGFUR Stipulati_ons, rebuttal testimony filed by witness Hevert, 
settlement testimon)' filed by DENC witness Hevert and Public Staff witnesses McLawhorn and 
Johnson, and finaJ!y testimony of witness Hevert at the hearing of this matter. In addition to this 
expert testimony, the Commission received the testimony of a number of public witnesses on 
DEN C's proposed rat!} increase as well as numerous statements of consumer position. All of this 
evidence is summarized· below. 

Dired Testimony of Mark Mitcl,e/1 (DENC) 

DENC witness Mitchell testified that the Company was facing significant capital 
investment needs. He stated that in order to _attract the capital to meet these substantial. future needs, 
the Company must achieve an adequate authorized rate of return on common equity in this 
proceeding, and that the 10.75% rate of return on common equity proposed by DENC wquld allow 
the Company to attract capitaJ on reasonable terms in the capital markets. He·explained that the 
ability to attract capital on favorable terms is important to DENC's ability to maintain its current 
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credit ratings and, ultimately, minimize the cost of capital for customers, and that an adequate 
return also ensures DENC's ability-to commit capital to future construction projects to provide 
safe, reliable, and cost-effective electric Service to North Carolina-customers without eroding the 
Company's shareholders' interesls. Tr. vol. 4, 168, 177-82. 

Direct Testimony of Robert B. llevert (DENC) 

Witness Hevcrt, DEN C's primary cost of equity witness, filed direct testimony and exhibils 
in support of DENC's request for a I 0.75% rate of return on common equity. He explained that 
the cost of equity is the return that investors require to make an equity investment in a company, 
that it should reflect the return that investors require in light ofthe company's risks and the returns 
available on comparable investments, and that it differs from the cost of debt because it is neither 
directly observable nor a contractual obligation. In his direct testimony and exhibits, witness 
Hcvert discussed the specific analyses he conducted in support ofDENCs rate filing and provided 
a detailed description of the results of these analyses and resulting cost of equity recommendations. 
He applied thc·Constant Growth Discounted Cash Flow (DCF) model, the Capital Asset Pricing 
Model (CAPM), the Empirical Capital Asset Pricing Model (ECAPM), the Bond Yield Plus Risk 
Premium approach, and the Expected Earnings Analysis to develop his rate of return on equity 
recommendation. He stated that the Commission's decision should result in providing DENC with 
the opportunity to cam_a rate of return on common equity that is: (!)·adequate to allract capital at 
reasonable terms; (2) sufficient to ensure its financial integrity; and (3) commensurate with returns 
on investments in enterprises having corresponding risks. He discussed the need to select a group 
of proxy companies to determine the cost of equity, and how he selected the proxy group for this 
case. Witness Hevert also noted that the regulatory conditions approved by the Commission in the 
merger of DENC's parent company, DEi, and SC(\NA Corporation were designed to ensure that 
the Company has "sufficient access to equity and debt capital at a reasonable cost to adequately 
fund and maintain their current and future capital needs and otherwise meet their service 
obligations to their customers." Tr. vol. 4, 32-33. 

According to witness Hevert, the results of his Constant Growth DCF analysis produced a 
rate of return on equity range of8.34% to 10.38%. The results of witness Hevert's CAPM analysis 
showed a range of8.25% to 11.34% in market risk preiniums. The results of his ECAPM analysis 
showed a range of9.61% to 12.76% in rate of returns on equity. The results of his Bond Yield Plus 
Risk Premium anaJysis indicated a rate of return on common equity range from 9.93% to 10.17%. 
The results of his Expected Earnings Analysis showed an average rate of return on common equity 
of 10.38% and a·median rate of return on equity of 10.52%. Based on his analyses, witness Hevert 
concluded that a rate of return on common equity in the range of I 0.00% to 11.00% represents the 
rate of return on common equity required by equity investors for investment in integrated electric 
utilities in today's capital markets. Within that range, he recommended a rate ofretum on common 
equity for DENC of 10.75% in both his direct and rebuttal testimony. Tr. vol. 4, 45-56. 

Witness Hevert explained that his rate of return on common equity recommendation also 
took into consideration several .additional factors, including (1) DENC's need to fund its 
substantial planned capital investment program, (2) the regulatory environment in which the 
Company operates, and (3) flotation costs. With regard to the. regulatory environment, ,he noted 
that North Carolina is ge-ncrally considered to be a constructive regulatory jurisdiction, and that 
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authorized rates of return on common equity tend to be correlated with the degree of regulatory 
supportiveness (utilities in jurisdictions considered to be more supportive tend to be authorized 
somewhat higher returns). He did not, however, make any specific adjustment to his rate of return 
on common equity estimates for the effect of these factors. Tr. vol. 4, 56-67. 

Witness Hevert also addressed the capital market environment and testified that it is 
important to assess the reasonableness·ofanylinancial model's results in the context ofobservable 
market data In particular, he discussed the fact that investors see a probability of increasing 
interest rates based on near-tenn·forecasts of the 30-year Treasury yieldi Tr. vol. 4, 77-81. 

Witness Hevert also considered the economic conditions in North Carolina in arriving at 
his rate of return on common equity recommendation. He noted that the rate of unemployment has 
fallen substantially in North Carolina and in the U.S. generally since late 2009 and early 2010, 
with December 2018 rates of.3.70% in the State. He noted that since the Company's last general 
rate filing in March 2016, unemployment in the counties served by DENC has fallen by I .40%. 
Witness Hevcrt also noted that since the second quarter of 2013, the State has generally matched 
the national rate for real GDP, but that since 2009, median household income in North Carolina 
has grown at a somewhat slower annual rate than the national median income annual rate than the 
national median income. Total personal income, disposable income, personal consumption, and 
wages and salaries were generally on an increasing trend. Finally, he noted that since 2018, 
residential electricity costs in North Carolina remain approximately 13.00% below the national 
average. Based on all of these factors, witness Hevert opined that North Carolina and the counties 
contained within DENC's service area have experienced steady .economic improvement since the 
Company's last rate case and that improvement is projected to continue. In his opinion, 
DENC's proposed rate of- return on common equity is fair and reasonable to DENC, its 
shareholders and its customers, in light of the impact of changing economic conditions·on DEN C's 
customers. Tr. vol. 4, 67-77. 

Direct Testimony of J. Ra11dall Woolridge (Public Staff) 

Public Staff witness Woolridge perfonned DCF and CAPM analyses for both his and 
witness Hevert's.proxy groups of electric utilities. Witness Woolridge developed his DCF growth 
rate after reviewing 13 growth rate measures including historic and projected growth rate measures 
and evaluating growth in dividends, book value, earnings per share (EPS), and growth rate 
forecasts from Yahoo, Reuters, and Zack's. Witness Woolridge testified-that it is well known that 
long-tenn EPS growth rate forecasts of Wall Street securities analysts are overly optimistic and 
upwardly biased. Public Staffwitnes_s Woolridge detcnnined a DCF equity cost rate of8.55% for 
his proxy group, and 8.95% for the witness Hevert proxy group. Tr. vol. 6, 534-37. 

In witness Woolridge's CAPM analysis, he used for the risk free interest rate the top end 
of the range of yields on 30-year U.S. Treasury bonds over the 2013-2019 time period, 4.00%. He 
used the Value Line Investment Survey betas of 0.60 for his proxy group and 0.58· for witness 
Hevert's proxy group. Witness Woolridge's market risk premium was 5.50%, based in part on the 
June 2019 CFO survey conducted by CFO Magazine and Duke University, w_hich included 
approximately 200 responses, in which the expected market risk premium was 4.05%. He testified 
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that thus, his 5.50% value is a conservatively high estimate of the market-risk premium. Witness, 
Woolridge also testified that Duff & Phelps, a well-known valuation and corporate finance advi?or 
that publishes·extensively on cost of capital, recommended on December 31, 2018, using a 5.5% 
market risk premium, for the U.S. Witness Woolridge's CAPMequity cost rate was 7.30% for his 
proxy group.and 7 .20% for witness Hevert's proxy group. Tr. vol. 6, 591-604. 

Witness Woolridge concluded that the appropriate equity cost rate for companies in his and 
witnessHevert's proxy groups is in·.the 7 .20% to 8.95% range. He gave primary weight to his DCF 
results based on his belief that risk premium studies, including the CAPM, are a less relilible 
indicator of equity cost rates for public utilities. Witness Woolridge also indicated that he fi;mnd 
th~ DCF model to provide the best measure of equity cost rates considering the investment 
valuation process and the relative stability of the utility business. Tr. vol. 6, 531, 604-05. 

While noting that'his equity cost rate studies indicated a rate ofreturn on common equity 
between 7 .20% and 8.95%, witness Woolridge took into account the fact that his•range was below 
the authorized rates of return on common equity for electric utilities nationally and made a primary 
recommendation of a 9.00% rate of return on equity, assuming a 50.00% common equity ratio. 
Witness Woolridge also provided an alternative recommendation of an 8.75% rate of return on 
common equity based on the Company's originally recommended equity ratio of 53.649%. 
Tr. vol. 6, 532-33. 

Witness Woolridge.did not perform an ECAPM analysis ·and testified that the ECAPM is 
an ad hoc version of the CAPM·and has not been theoretically or empirically validated in refereed 
j6umals. He also took issue with witness Hevert's Bond Yield Plus Risk Premium analysis and 
argued that it is inflated, gauges commi:Ssion behavior:rather than investor behavior, and overstates 
the actual rate.of return on common equity. Tr. vol. 6, 612~13, 640-44. 

Witness Woolridge also expressed· concerns with witness Hevert's Expected Earnings 
analysis and argued that the approach is-inappropriate for several reasons: ( 1) it is accounting based 
and•does not measure market based investor return requirements; (2) book equity does not change 
with investor return requirements.as do niarket prices; (3) there is a negative.relationship between 
the Return on Common Equity and Common Equity ratios; (4) the approach is circular; and (5) the 
data partially reflect earnings of non-regulated operations. Tr. vol. 6,.613, ~8. 

Witness Woolridge also testified as to current capital' market conditions as of the date of 
his testimony in August 2019. He stated that although the Federal Reserve increased the Federal 
Funds rate between 2015 and 2018, interest rates and capital costs remained at low levels. Witness 
Woolridge also pOiilted out that the 30-year Treasul)' yields are at historically low levels and are 
accompanied by slow economic growth and low inflation. Tr. vol. 6,548,591,610. 

Witness Woolridge responQed to witness Hevcrt's assessment of the economic conditions 
in North Carolina. He generally agreed with witness· Hevert's review of several measures of 
economic conditions, including the rate of unempl6yment, real GDP growth, median household 
income, residential ·electricity rates, and broad measures of income and consumption, as well as 
witness Hcvert's general conclusion that ec6nomic·conditions in North Carolina have improved 
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since the Company's last rate case. Witness Woolridge argued, however, that although economic 
conditions generally have improved, other conditions such as the higher unemployment rate in the 
DENC service territory as opposed to the whole state, and the median household income in North 
Carolina that is lower than the national norm, as well as the over 100 basis point difference-in 
DENC's requested rate of return on common equity and th~ average authorized rates ofretum·on 
equity for electric utilities in 2018-2019, do not support the Company's proposed rate of return. 
Tr. vol. 6, 652-55. 

Direct Testimony of Nie/Jo/as Pt,i//ips, Jr. (CIGFURJ 

CIGFUR witness Phillips did not perform cost of capital analyses. In his testimony witness 
Phillips found the Company's proposed ·rate of return on equity to be excessive based on his review 
of authorized rates of return on cOmmon equity for the first half of 2019, which averaged 9.57%, 
as reported by RRA. Witness Phillips recommended that the Commission authorize a rate of return 
on-common equity that does not exceed the·national· average Of 9.57%. Tr. vol. 6, 427-31. 

Rebut/al Testimo11y of Robert B. Hevert (DENG) 

In his rebuttal testimony, Company witness Hevert responded .to the arguments raised by 
CIGFUR witness Phillips. WitnCss Hevert explained that he ana1yzed the authorized rate of return 
on common equity for vertically integrated electric utilities based on the jurisdiction's ranking by 
RRA, which provides an assessment of the extent to which regulatory jurisdictions are constructive 
from investors' perspectives. Witness Hevert stated that according to RRA, less constructive 
environments are associated with higher levels of risk, but North Carolina currently is ranked 
"Average/I," which falls· approximately in the top-third of the 53 jurisdictions ranked by RRA. 
Witness Hevert testified that authorized rates of return on common equity for vertically integrated 
electric utilities in jurisdictions rated in the top third·of all jurisdictions, like North Carolina, range 
from 9.37% to 10.55%, with an average of9.93%, and a median.of.9.95%. Finally, witness Hevert 
pointed to·Company Rebuttal Exhibit RBH-16, which shows that the mean and median authorized 
rates of return on common equity for 2019, updated through August 16, 2019, are 9.61% and 
9.73%, respectively. Tr. vol. 4, 107-12; 

Public Staff and CIGFUR Stipulations 

In both the Public Staff and the CIGFUR Stipulations, DENC and the Public Staff, and 
DENC and CIGFUR agreed that the appropriate overall rate ofretum and rate of return on common 
equity for use in this proceeding were 7.20% and'9.75%, respectively. These agreements represent 
substantial movement by the parties from the positions qn overall return and return on common 
equity articulated in testimony. This stipulated overall .return of 7.20% and return on common 
equity of 9.75% was supported, by settlement. testimony filed by Company witness Hevert. The 
overall reasonableness of the stipulated rates of return was also addressed by Public Staff witnesses 
McLaWhom and Johnson in their settlement testimony. 
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Settlement'Testimo11y of Robert B. HtNerl (DENC) 

1n his testimony supporting lhe Stipulations, witnei:;s Hevert noted lhat although lhe 9.75% 
stipulated rate. of return on common equity is somev.hat below the lower bound of his 
recommended range, he recognized lhat the Stipulations reflect negotiation on many issues 
between the parties. Witness Hevert stated that lhe terms of the Stipulations, when taken as a 
whole, would;be.rcgarded favorably by the financial community. He noted that the niedian rate of 
return on common equity authorized in 2019 at the time ofhis·testimony was 9.73%, only two 
basis points from the stipulated rate of return on common equity. Witness Heverl testified thaflhe 
stipulated rate of return on common.equity fell below his Risk Premium model results, it fell in 
the 69th percentile of lhe mean and median of his DCF results, lhe 32nd percentile-of his CAPM 
and ECAPM· results, and the 40th· percentile of his Expected Earnings analysis. Thus, witness 
Hevert concluded that the stipulated rate of return on equity was supported by returns in 
other jurisdiction§ and foll within the range of his model results, though at the lower end. 
Tr. vol. 4, 116-19. 

Hearing Testim011y of Robert B:.Hevert (DENC) 

Under cross-examination by the. AGO, witness Hevert defended the use of projected 
treasury yields in his CAPM analysis ·by pointing out lhat there·was only about a 21-basis point 
difference between the-current and projected treasury yields, which was not a material difference. 
He noted that the CAPM results based on the current yield also support his recommendation. 
Witness Hcvert also pointed out lhat using projected yields gave an important perspective, 
especially in. light of the fact that in lhe recent market, the 30-year Treasury yield fell 71 basis 
points in 34 trading days. He further pointed out lhat•in the Sub 1142 Order in DEP's 2017 rate 
case and a recent Virginia case the commissions found his DCF analysis to produce unreasonably 
low rate of return on equity results, even using only earnings estimates. Witness Hevert did not 
dispute.that of the 32 data points he considered in detennining his,railge and recommended rate of 
return on equity, 24 were lower than his recommended rate of return on common equity. 
Nonetheless, witness Hevert noted·that a mean•ofthese results would not necessarily provide an 
appropriate estimate of DENC's cost of equity, as various qualitative factors should also be 
considered, such as capital·expenditure plans and the regulatory environment. Tr. vol. 4, 143-47. 

Public Witness· Testimony/Statemc11/s of Co11sumer Posilio11 

In addition to the direct prefiled testimony of the expert witnesses for the parties, a number 
of public witnesses also gave testimony suggesting that DENE: customers· would experience 
difficulty paying lhe increased rates requested in the Application and opposing the rate increases 
proposed by DENC. The Commission also received numerous statements of consumer ,position 
with regard to this dOcket, -many of which expressed concern about DENC's proposed 
rate increase. 
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Law Governing the Commission's Decision on Return on Equity 

Rate ofretuin On common equity is often one of the most contentious issues to be addressed 
in a rate case, even in a case such as this one in which stipulatiohs between DENC-and the Public 
Staff and DENC and,CIGFUR have been reached. Jn· the absence of a settlement agreed to by all 
the parties, the law of North Carolina requires 'the Commission to exercise itS independent 
judgment and arrive at its own independent conclusion as to the proper rate of return on common 
equity. See, e.g., CUCA I, 348 N.C. at 466, 500 S.E.2d at 707. In order to reach an appropriate 
independent conclusion regarding 'the rate· of return on common equity, the Commission must 
eva1uate the available evidence, particularly that presented by conflicting expert witnesses. State 
ex rel. Urils. ,Comm'n v. Cooper, 366 N.C. 484, 491-93, 739 S.E.2d 541, 546-47 (2013)(Cooper 
/). In this case, the expert witness evidence relating to the Company's cost of equity capital was 
presented by Company witness Heveri, Public Staff witness Woolridge, and CIGFUR witness 
Phillips. No return on equity evidence wa:s presented by any other party. 

The baseline for establishment of an appropriate rate of return ·on common equity is the 
constitutional constraints established by the decisions of the Unit_ed States Supreme Court in 
Bluefield Water Works & Improvement Co. v. Pub. Ser;. Comm 'n ofW. Va., 262 U.S. 679 (1923) 
(Bluefield), and Fed. Power Comm'n v. Hope Nat. Gas Co., 320 U.S. 591 (1944) (Hope) which 
establish that: 

To fix rates that do not a11ow a utility to recover its costs, including the cost of 
equity capital, would be an. unconstitutional taking. In assessing the impact of 
changing economic conditions on-customers in setting [a rate of return on common 
equity], the Commission must still provide the public utility with the opportunity, 
by sound management, to ( 1) produce a· fair profit for its shareholders,. in view of 
current economic conditions, (2) maintain its facilities and service, and (3) compete 
in the marketplace for capital. 

DEC.Sub 1146 Order at 50; see also State O" rel. Utils. Comm'n v. Gen. Tel. Co. of the Se., 281 
N.C. 318,370, 189 S,E.2d 705, 738 (1972) (Genera/Telephone). As the North Carolina Supreme 
Court held in General Telephone; these factors constitute "the test of a fair rate of return declared" 
in Bluefield and Hope. Id. 

It is also important for the Commission to keep in mind that.the rate of return on equity is, 
in fact, a cost. The return that equity investors require represents the cost to the utility of equity 
capital. In his dissenting opinion in Missouri O" rel. SOutfrwestern Bell. Telephone Co. v. Missouri· 
Public Service Commission, 262 ·U.S. 276 (1923), Justice Brandeis rell1arked·upon the lack of any 
functional distinction between the- rate of.return on equity (which he referred to as a "capital 
charge") and other items ordinarily viewed as business costs, including operating expenses, 
depreciation, and taxes: 

Each is a part of the current cost of supplying the service; and each should be met 
from·current income. When the capital charges are for interest on the floating debt 
paid at the current rate, this is readily seen. But it is no less true of a legal obligation 
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to pay interest on long-term bonds ... and ii is true also oflhe economiC obligation 
to pay dividends on stock; preferred or common. 

Id at 306 .. (Brandeis, J., dissenting) (emphasis added). Similarly, the United States Supreme Court 
observed in Hope, "[fjrom the investor or company point of view it is important that there be 
enough revenue not.only for operating expenses but also for the capital costs of the business ... 
[Which] include.service.on the debt and dividends on the-stock.-" 320 U.S. at 591,603. 

Leading academic Commcnlators-also define rate of return on equity as the cost of.equity 
capital. Professor Charles Phillips, for example, states that "the tenn ~cost of capital' may be 
defined as the annual percentage that a utility must receive to maintain its credit, to,pay a return to 
the owners of the enterpr_ise, and to ensure the attraction of capital in amounts adequate to meet 
future needs." Phillips, Charles F, Jr., The Regulation of Public Utilities 388 (Public Utilities 
Reports, Iiic. 1993). Professor ROger Mc:irin approaches the matter from the economist's viewpoint: 

While utilities enjoy varying degrees of monopoly in the sale of public utility 
services, they must compete.with everyone else,in the free open market for the input 
factors of production, whether it be labor, materials; machines, or capital. 'The 
prices of these.inputs are·set in the competitive marketplace by supply and demand, 
and it is these input prices which are· incorporated in the cost of service 
computation. This is just ·as true for capl_tal as for-any other factor of production. 
Since utilities must go to the open capital market and sell their securities. in 
competition with every other issuer, there is obviously a market price to pay for the 
capital'they require, for example, the interest on capital debt,.or the expected return 
on equity; 

[T]he.cost of capital to the utility is synonymous with the investor's return, and the 
cost of capital is the earnings .which must be generated by the investment,of that 
capital in order to pay its'price, that i:S, in order to meet the investor's·required·rate 
of return: 

Morin, Roger A., Utilities' Cost ofCtipital 19-21 (Public Utilities Reports, Inc. 1984). Professor 
Morin adds: 

The important point is that the prices of debt capital and equity capital are set by 
supply and demand, and both are influenced by the relationship between· the risk 
and return expected for those securities and the risks expected from the overall 
menu of available securities. 

Id. at 20. 

In addition, the Commission-is and must always be,mindful·ofthe North Carolina Supreme 
Court's command that the Commission's task is to set rates as low as possible consistent with the 
dictates of the United States and North Carolina Constitutions. Slate ex rel. Uti/s_. Comm 'n v: fub. 
StaffN Carolina Utils. Comm'n, 323 N.C. 481,490,374 S.E.2d 361,370 (1988) (Public Staff). 
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Further, and echoing the ·discussion above concerning th_e fact that rate of return on equity 
represents the cost of equity capital, the Commission must execute the Supreme Court'.s command 
"irrespec_tive of economic conditions in which ratepayers find themselves." Order Granting 
Genera1 Rate Increase, Application o/Carolina Power & light Company, dlb/o Progress Energy 
Carolinas, Inc., for Adjustment of Rates and ·Charges Applicable to Electric Utility Service in 
North Carolina, No. E-2, Sub 1023, at 37 (N:C.U.C. May 30, 2013), qff'd, State ex rel. Uti/s. 
Comm'n v. Cooper, 367 N.C. 444, 761 S.E.2d 640 (2014) (2013 DEP Rate Case Order). The 
Commission noted in that order: 

The Commission· always places primary emphasis on consumers' ability to pay 
where economic conditions are· difficult. By the saine token, it places the same 
emphasis O[! consumers' ability to pay when ·economic conditions are favorable as 
when the unemployment rate is loW. Always there are customers facing difficulty 
in paying utility bills. The Commission does. not grant higher rates of return on 
equity when the genera1 body,of ratepayers is in a better position to pay than other 
times, which would seem to be a logicaJ but misguided corollary to the position the 
Attorney Genera] advocates on this i:Ssue. 

Id Indeed, in Cooper I the'Suprerrie Court emphasiz.ed "changing economic conditions" and their 
impact upon cust0mers. Cooper I, 366 N.C. at 484, 739 S.E.2d at 548. 

The Commission further noted in the 2013 DEP Rate Case Order.that while there is no 
specific and discrete numerical basis for quantifying the impact of economic conditions on 
customers, the impact.on customers of changing economic conditions is embedded in the rate of 
return on equity expert witnesses' analyses. The Commission noted this in the 2013 DEP Rate 
Case Order: 

This impact is essentially inherent in the ranges presented by the return on equity 
expert witnesses whose testimony plainiy recognizes economic conditions -
through the use of economic mcxlels - as a factor t_o be considered in setting rates 
of return. 

2013 DEP Rate Case Order at 38. 

Finally, under long-standing decisions of the North Carolina Supreme' Court, the 
Commission's subjective judgment is a necessary part of detennining the authorized rate o_f,retum 
on common equity. Public. Staff. 323' N.C. at 490, 374 S.E.2d at 36_9. As the Commission has 
previously noted: 

Indeed, of all .the components of a utility's cost of service that must be detennined 
in the ratemaking process the appropriate [rate of return on common equity} is the 
one requiring the greatest degree of subjective judgment by the commission. 
Setting [a rate of retu~ on.common equity} for regulatory puJ])oses is not simply a 
mathematical exercise, despite the quantitative models used by the expert 
witnesses. As explained in one prominent treatise, 
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Throughout all of its decisions, the [United States J Supreme 
.Court has fonnulated no specific rules for determining a fair rate.of 
return, but it has enumerated a number.of guidelines. The Court.has 
made it clear that confiscation of property must be·avoided,.that no 
one.rate can be considered· fair at all times and that regulation does 
not' guarantee a fair return. The Court also has consistently stated 
that a necessary prerequisite for profitable operations is efficient and 
ecoriofuical management. Beyond this'is a list of several factors the 
commissions are supposed to consider in making their decisions, but 
no weights have been assigned. 

The relevant- economic criteria enunciated by the Court are 
three: financial integrity, capital·attracti_on·and comparable earnings. 
Stated another way,the rate of return allowed a publkutility should 
be, high enough: (I) to maintain. the financial -integrity of. the 
enterprise, (2) to-enable the utility to attract the new capital it- needS 
to serve the public, and (3) to provide a return on common equity 
that is commensurate with returns on investments. in other 
enterprises of correspond~g risk. These three e9onomic.criteria:· are 
interrelated and have been used widely for many years by regulatory; 
commissions throughout the country in' detetmining the rate of 
return allowed public utilities. 

In reality, the concept 9f a fair rate of return represents a 
"zone of reasonableness;" As explained by the Pennsylvania 
commiSsion: 

There is a range of reasonableness within .whiCh, 
earnings may properly fluctuate-and still be deemed 
just and reasonable and not excessive or extortionate. 
It is bounded at one level by investor interest against 
confiscation and i:he need for averting any threat to 
the security for the capital embatked upon the 
enterprise. At the other level it is boUllded by 
consumer interest against excessive and 
unreasonable charges for service. 

As long as the allowed return falls within this zone, therefore, it is 
just and reasonable .... It is the·task of the commissions to translate 
these generalizations into,quantitative terms. 

Charles F. Phillips, Jr., The Regulation of Public Utilities, 3d ed. 1993, pp. 381-82. 
(Notes omitted.) 

2013 DEP' Rate Case Order at '35-36 (additions_ and omissions after the first·quoted paragraph 
in original). 
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Moreover, the North Carolina Supreme Court has interpreted N.C.G.S. § 62-133 as 
requiring the Commission to make findings regarding the impact of changing economic conditions 
on customers when determining the proper rate of·retum on equity for a public utility. Cooper I, 
366 N.C. at 495, 739 S.E.2d at 548. The Commission must exercise its subjective judgment so as 
to balance two competing rate of return.on equity-related factorS-the economic collditions facing 
the Gompany's customers and the Company's need to attract equity financing in order to continue 
providing safe and reliable service. ·2013 DEP Rate Case Order at 35-36. 

In addition to adhering to the broad controJling legal principles on the allowed rate of return 
discussed above; the Commission must adhere to the multi-element fonnula set forth in 
N.C.G.S. § 62-133 when it sets rates. The rate of return on cost of property element of the fonnula 
in N.C.G.S. § 62-133(b)(4) is a significant, but not an independent element. Each element of the 
formula must·be analyzed to detennine the utility's cost of service and revenue requirement. The 
Commission must rriake many subjective decisions with respect to each element in the formula in 
establishing the rates it approves.in a general rate case. The Commission.must approve accounting 
and pro forrna adjustments to comply with N.C.G:S. § 62-133(b)(3) and must approve depreciation 
rates pursuant to N.C.G.S. § 62-l33(b)(l). The subjective decisions the Commiss_ion makes as to 
each of these elements have multiple ·and-. varied impacts on the decisions 'it makes on other 
rate-affecting elements, such.as the decision it must make On the rate of return on cominon equity. 

Pursuant to N.C.G.S. § 62-133(c),.rates in North Carolina are set based on a modified 
historic test period. A component of cost Of service equally important as the return on investment 
component is test year revenues. N.C.G.S. § 62-133(b)(3). The higher the level of test year 
revenues, the lower the need for a rate increase, all else remaining equal. Historically, and in this 
case, test year revenues are established through resort to regression analysis, using histoi-ic rates 
of revenue growth or decline to determine end oftest year revenues. Economic conditions existing 
during the test year, at the time of the public hearings, and at the date of this Order will affect not 
only the ability of OENC's customers to pay electric rates, but also the ability of DENC to earn 
the authorized rate of return during the period rates will be in effect. Thus, in accordance with the 
above-discussed applicable law, the.Commission's duty under N.C.G.S. § 62-133 is to set rates as 
low as reasonably possible-without impairing the Company's ability to attract investors·to raise 
the capital needed to provide reliable electric service and recover its cost of providing service. 

In fixing rates, the Commission is also cognizant that when a utility's costs and expenses 
grow at a faster pace than revenues during the period ..yhen-rates will be in effect, it will experience 
a decline in its realized rate of return on.investment to a level below its authorized rate-of return. 
Differences exist between the authorized return and the earned, or realized, return. Components of 
the cost of service must be paid from the-rates the utility charges before the equity investors are 
paid their return on equity. Operating and administrative expenses must be paid, depreciation must 
be funded, taxes must be paid, and the utility must pay interest on the debt it incurs. To the extent 
revenues are insufficient to cover the entire cosrofservice, the shortfall reduces the return to the 
equity investor, last in line'tO be paid. When this occurs, the utility's realized, earned return is less 
than' the authorized return, an occurrence commonly referred to as regulatory lag. In setting the 
rate.of return,just as the Commission is constrained to address_ the impact of difficult economic 
times on customers' ability to pay for service by establishing a lower rate of return on equity in 
isolation from tlie many subjective determinations that ·must be made in a general rate case, it 
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likewise. is constrained to address the.effect of regulatory lag on the Company by establishing a 
higher rate of return on eqiJity. Instead, lhe Commission sets the rate of return considering both of 
lhese negative impacts in its.ultimate decision fixing a utility's rates. 

It is against.this backdrop of overarching principles and law that lhe Commission turns to 
lhe.evidence-present in this case. 

Discussion and Application of Law fo the Facts 

The Commission has examined the Company's Application and supporting testimony and 
exhibits and Form E-1 filings seeking to justify its reque.Sfod increase. DENC's updated request 
prior to entering into the· st_ipulations was a retail revenue _increase of $24.2 million in annual 
revenues. The Public Staff, who in this docket represents all users and consumers of the 
Company's electric service;·and DENC entered into a stipulation that resulted in reducing the retail 
revenue increase sought by the Company. CIGFURand.DENC.entered into a separate·stipulation 
that provided for the same reduction· in the revenue increase, as Well as a 9.75% rate of return on 
common equity. As with all settlement agreements, each party to the stipulations gained some 
benefits that it deemed important and gave some concessions for those·benefitS. Based onUENC'.s 
Application, it is·appar~ht that the Stipulations tie the·9.75% rate of return on common equity to 
substantial 8.greed upon.concessions·made by DENC. As noted·above, since theAGO·and Nucor, 
parties in this docket, did not ·agree to,the settJements,the Commission-is teqilired to examine the 
stipulations and exercise its independentjudgmenuo arrive at its own independent.conclusion as 
to the proper rate of return on common equity. 

The starting point for an examination of what .. ~onstitutes a reasonable ,rate of return on 
common equity begins with the various economic and financial anaJyses provided by the parties' 
expert witnesses. In this proceeding, those analyses were provided in the testimonies •Of three 
different witnesses: witness Hevert for DENC;-witness Woolridge-for.the Public Staff; an~ witness 
Phillips for. CIGFUR. These testiinonies, as silmmarized·above, provide-a relatively broad,range 
of methods, inputs, and recommendation:5: regarding the proper rate of return on commo□ "-e_quity 
detennination for DENC. For example, witness Hevert relied in his direct testimony on four 
differentana1yses to arrive at•his rate ofreturn on common equity recommendation. These analyses 
were a Constant Growth DCf, AnaJysis, a Capital. Asset Pricing Model analysis, an _Empirical 
Capital Asset Pricing Model, aBoi1d.Yield Plus Risk Premium analysis, and fill Expected Earnings 
analysis. By way of comparison, Public Staff witness Woolridge re_lied upon a DCF analysis and 
a Capital Asset Pricing Model analysis in• reaching his conclusions; however, the, inputs utilized 
by witness Woolridge-in'his·analyses are different from those utilized by witness Hevert. Witness 
Phillips looked at the average allowed rates: of return on common equity for both vertically 
integrated_ a:nd distribution-only electric utilities for the first and second quarters of2019 of9.57% 
and recommended that-average as a cap to the allowed rate of return on common·equity. 

These varying analyses, as is typical;_produCed varying results. Witness Hevert's analyses 
prompted him to ·propos~ a rate o_f return on common equity range of 10.00% to 11.00% with-a 
specific rate of return on common equity recommendation of 10.75%. Witness Woolridge's 
analyses resulted in a recommended rate Of return on common equity range of 7.20% to 8.95% 
with a primary recommendation of a 9.00% rate of return on- common equity with· a 50.00% 
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c6mm_on equity capital structure and a secondary recommendation ofan 8.75% rate of return on 
common equity if DENC!s actual capital structure of 46.351% long-term debt and 53.649% 
common equity, as proposed in the supplementol testimony of Company witness Davis, was 
approved. Finally, as noted above, witness Phillips recommended a cap On rate .of return on 
common equity Of9.57%. 

The Commission finds the cost of equity-analyses helpful in reaching its conclusion on an 
appropriate rate of return on common equity for DENC, but notes that the ranges of.the various 
analyses span a· range from 7.20% to 12'.76% and the specific rate of return on common equity 
recommendations of the witnesses span a range from 8.75% on the low end to 10.75% on the 
high end. 

The Commission finds that the DCF, CAPM, ECAPM, and Bond Yield Plus Risk Premium 
analyses of DENC witness Hevert, and the stipulations are credible, prbbative, and entitled to 
substantial weight. 

DENC witness Hevert in hi.S direct testimony provided his constant growth DCF analyses, 
as shown on Exhibit RBH-1, pages I, 2, and 3: 30-day dividend .yield mean 9 .24%, median 9.1 &°lo; 
90-day dividend yield mean 9.31%; median 9.25%; and 180-day dividend yield mean 9.39%, 
median 9.38%. Although the Commission, as stated in previous Commission general rate case 
orders, does not approve,of witness Hevert's sole use of analysts' predic;ted earnings ~r share to 
determine the DCF growth rate, the Commission finds witness Hevert's constant growth DCF 
analyses mean and median rate of return on common equity results credible, probative, and entitled 
to substantial weight. 

Witness Hevert's CAPM analysis for his Proxy Group Average Value Line Beta 
Coefficient, as shown on Exhibit RBH-4, page 1, includes current 30-year treasury rates to 
'calculate the risk free rate of3.04%, producing·what witness Hevert described as a Value Line 
Market DCF Derived rate of return on equity of9.78%. Witness Hevert's· ECAPM analysis for his 
Proxy Group Average Bloomberg Beta-Coefficient, as shown on Exhibit RBH-4, page 1, produces 
what witness'Hevert described as a-Bloomberg Market DCF Derived rate of return on common 
equity of 9.61 %. The Commission approves of the use of current risk-free -rates rather than 
predicted near-term or long-term rates. The Commission finds the above-described CAPM and 
ECAPM analyscs·credible, probative, and entitled to substantial weight. 

DENC witness Hevert's Bond Yield Plus Risk Premium, as shown on• Exhibit RBH-5, 
using the current 30-year Treasury yield of 3.04% and appl)'ing it to the apprOved rates·of return 
on common equity in 1,581 electric utility rate proceedings between January 1980 and 
February 28, 2019, results in a.rate of return on common equity of9.93%. As previously stated, 
the Commission approves the Use of clirrent interest rates, rather than projected near-term or long
temi interest rates. The Commission finds witness Hevert's updated Bond Yield Plus Risk 
Premium analysis using the ct..UTent 30-year Treasury yield to be credible,. probative, and entitled 
to substantial weight. 

The Commission has carefully evaluated the DCF analysis recommendation of witness 
Woolridge. As shown on wilness Hevert's settlement testimony Exhibit RBH-S-1, from 2016 -

419 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

2019, there were'81 vertically integrated electric utility-decisions by public service,commissions 
resulting in a mean approved 9: 74% rate of return on common equity. The mean 'year-to-date 2019 
rate of return on common.equity--i~ 9.61%, and the median rate Of return on equity is 9.73% .. 

As shown on Exhibit RBH-S:.t, during ·this periOd there was ·only one public service 
comniission (the South Dakota Public'Service Commission) decision_ approving a rate of return on 
conµno~ equity-below 9.00% for a vertically integrated electric utility{8.75% in May 2019). 
Public Staff witness. Woolridge's DCF analysis produced a rate of rehlm on·,com"n1on equity 
ranging from 8.55 - 8.95%, 'adjuSted up\1/af'd for a specific rate of return on common equity 
recommendation of-9.00% with a 50.00% common equity capital stn,Jcture component.As shown 
on Exhibit JR W-8, page I,. the result of the CAPM • analysis for the Electric Proxy Group and· the 
Hevert Proxy Group were, 7.3% and 7.2%, respectively. These ·DCF and CAPM results are 
substantially below the mean allowed rate. of return On common eqliity of-9.74%· from .2016 
through mid-September 2019. 

In summary, the CommisS:ion. concludes there is substantial evidence supporting the 
reasonableness of a rate. of return on t::omtnon equity of 9. 75%. First, that rate of- returri is w~II 
within the-range of,rec9mmellded: returns by the economic experts in t_his docket of'7.20% to 
1-1 J)O¾. Second, .it falls just 36 ·basis points· above the 9.39% mean results, of DENC witness 
J-Ievert-'s DCF analysis and below the mean high results ofhiS DCF'analysiS. Third, it falls within 
the range o_f DENC witness Hevert's CAPM results. fourth, it falls within the results of DENC 
witness" Hevert~s ECAPM results. Fifth, it'falls only, 18 basis points below the>iower end-of the 
range of DENC witness Hevert's Bond Yield Plus .Risk Premium analysis results. Sixth, it is 
slightly below the recommended range ofDENC witness Hevert (10.00%.to 11.00%). Seventh; it 
falls squarely within the range and Very close to the average of recent vertically-integrate4 electric 
utility allowed rates of re_tum on common equity nationally.1 Eighth,-it is.equal to the lowest rate 
of return on equity awarded by this.ComhlisSion in general rate cases for major electric utilities in 
at least the last IO y~ars.2 Nirith, it.is 15 basis points-lower than OENC'S current:allowed. rate of 
return on common equity. Tenth, it is suppo'rted as-the appropriate rate ofretumon common equity 
for DENC by all of parties filing rate of return testimony in this .proc_eeding in lieu of ,the 
recommendations·.made by· their respective witnesses ·on this subject, and the s·tipulated ·rate of 
return on common equity of9.-75% is supported by credible filed settlement testimony by the COst 
of capital witness' for 'DENC. FinaUy, and without expressly adopting his methodology, it. is 
consistent with witness Phillips' notion that DENC's return should be·capped at the averiige rate 

1 The CommiS£on detennines the appropriate rate or return on common equity based upon the eviderlce and 
particular circumstances of each case. However, the Commission believes that the rate of return on common cquity __ trends 
and decisions by other-I'Cl,'1lialmy authorities, as well as other recent decisions or this Commission, deserve some weight, as 
(1) they,provide a check or additional ~ve on the case-specific circmnstances, and (2) the Coi_npany must compete 
with other regulated utilities in the capital markets,- meaning that a rate of return on common equity significantly lower- than 
that approved·for other utilities of comparable risk would undermine the Company's ability to raise necessary capital, while 
a rate of returl! on common equity significantly·higher than other utilities or comparable riSk would result 'in customers 
paying more thiµi necessary. 

2 See Docket,Nos. E-2, Subs 102J'and I°l42; E-7, Subs 909, 989,and 1146; andE-22, ~ubs459, 479, and 532. 
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of return on common equity approved by other state commissions for the first two quarters 
of2019.1 

These factors lead the Commission to conclude that a 9.75% rate of return on common 
equity is supported by the substantial weight of.the evidence in this proceeding. However, to meet 
its obligation in accord with th~ holding in Cooper I, the Commission will next address the impact 
of changing economic.conditions on customers. 

In this case, all parties had the opportunity to present the Commission with evidence 
concerning changing economic conditions as they affect customers. The testimony of witnesses 
Hevert and Woolridge, which the Commission finds entitled to substantial weight, addresses 
changing economic conditions at some length. Witness·Hevert provided detailed data concerning 
changing economic condition~. in North ·Carolina, as well as nationally, and concluded that the 
North Carolina-specific condhions are "highly correlated" with conditions in the broader 
nationwide economy. As such, witness Hevert testified that changing economic conditions, both 
nationally and specific to North Carolina, are reflected 'in his rate of return on common 
equity estimates. 

Public .Staff Witness Woolridge agreed with DENC witness Hcvcrt that economic 
conditions have improved,in North Carolina. He pointed out that while.the State's unemployment 
rate has fallen by one-third since its peak in the 2009-2010 period and is slightly below the national 
average of 3.90%, the unemployment rate in DENC:s service territory is 4.95%, over 100 basis 
points higher than the national and North Carolina averages. Witness Woolridge also noted that 
North Carolina's residential electric rates.are below the national average; however, its median 
household income is more than 10% below the U.S. nonn. 

Based upon the general state of the economy and the Continuing affordability of electric 
utility service, and after weighing and balancing factors· affected by the changing economic 
conditions in making the subjective decisions required, the. Commission concludes that the 
stipulated rate ofretum·on common equity of9.75% will not cause undue hardship to customers 
even though some will struggle to pay the increased rates resulling from the Stipulations. When 
the Commission's decisions are viewed as a whole, including the decision to establish the rate of 
return on common equity at.9.75%, the Commission's overall decision fixing rates in this general 
rate case results in lower rates to consumers in the existing economic environrnent.2 

1 Witness Phillips' proposal was a cep at 9.57% based on the firsl'and.second quarter average rates of return 
reported by RRA. However, witness Phillips included disaibution-only electric utilities, which are not appropriate. DENC 
witness Hevert's rebuttal testimony explained that the results reported by Mr. Phillips were skewcrl by the Otter Tail 
decision, and a better measure was lhe median rate ofrelurn on common equiiy authori2.ed for vertically-integrated utilities 
in 20i9 through August 2019 of9.73%, as opposed to the mean of9.61%. The Commission finds the use ofvertica1\y
integrated electric utilities to be a more comparable measure, as Well as the more cum:nt data. 

2 The Commission notes that consumers pay ''rates,'.' a charge in cents per kilowatt-hour (kWh) for the electricity 
they consume. They do not pay a "rate of return on·comm(ln equity," though it is a component of the Compan)''s cost of 
providing service which is built into the charge per kWh. Investors aie compensated by earning a return on the cepital ihey 
invest in the business.. Per the Commission dt!termination of the rate of return on common equiiy in this matter, investors 
will have the opportunily to be paid in dollars for the dollars they invesl.ed at the rate of9.75%. 
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The many Commission-approved adjustments reduced the revenueS'to.be recovered from 
customers and the return to be paid to equity investors. Some adjustments reduced the authorized 
rate of return on investment .financed by equity investors. These adjustments"have the effect of 
reducing rates and providing rate stability to consumers (and return to equity investors) in 
recognition of the difficulty some consumers will have paying increased rates in the current 
economic environment. While the equity investor's cost was calculated by resort to a rate of return 
on common·equity of9.75% instead of 10.75%, lhis is only one approved adjustment that reduced 
ratepayer responsibility and equity investor reward. Many other adjustments reduced the dollars 
the investors actually have the opportunity to receive. Therefore, nearly all of the adjustments 
reduce,ratepayer responsibility•and equity investor returns in compliance with the Commission's 
responsibility to establish rates as low as reasonably permissible without transgressing 
constitutional constraints, and thus, inure to the benefit of conswners' ability to pay their bills in 
this-economic environment. 

FOr example, to the extent the Commission made downward adjustments to rate base, 
disallowed test year expenses, increased test )'ear revenues, or reduced the equity capital structure 
component, the Commission reduced the rates consumers will pay during the future period when 
rates will be in effect. Because the compensation owed to investors for investing.in the Company's 
provision.of service to consumers takes the Form of return on investment,. downward adjustments 
to rate base, disallowances of test year expenses, increases to test year revenues, or reduction in 
the equity capital strueture component will reduce investors' return on investment irrespective of 
the determination of rate·of return-on comnion eqllity. 

Considering the changing economic conditions and theireITects on DENC's customers, the 
Commission ·recognizes the financial difficulty that'an increase in DENC's rates may create For 
some of DENC's customers, especially low-income customers., As shown by the evidence, 
relatively small changes in the rate of return on common equity have a substantial impact on a 
utility's base rates. Therefore, the Commission has carefully considered changing economic 
conditions and their effects on DENC's customers in reaching its decision regarding DENCs 
approved rate of return on common equity. 

The Commission also recognizes that the Company is in a significant construction mode, 
and much of the associated investment is for generation, transmission, and distribution 
infrastructure to benefit DENC's customers, as well as in response to recent increases in 
environmental compliance costs and other operating expenses. The need to invest significant sums 
to serve its customers requires the Company to maintain its creditworthiness in·order to compete 
for large sums of capital on reasonable tenns. The Commission must weigh the impact of changing 
economic conditions on DENC's customers against the benefits that those customers derive From 
the Company's.ability to provide safe, adequate, and reliable electric service. Safe, adequate, and 
reliable electric service is essential to the well-being of the people, businesses, institutions, and 
economy of North Carolina. Thus, the Commission finds and concludes that such capital 
investments by the Company provide significant benefits to all of DENC's customers. 

The COmmission concludes-in the exercise oFits·independentjudgment and discretion that 
a 9.75% rate of return on common-equity is supported by the evidence and should be adopted. The 
hereby approved rate of return on common equity appropriately balarices the benefits received by 
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DENC's customers from DENCs provision. of safe, adequate,, and reliable electric service 'in 
support'ofthe well-being of the people; busin_esses, instiMions, and economy of North Carolina 
(which-benefits are symbioticaJiy linkecl to the Company's abil_ity to compete in the equity capital 
market to access capita] on reasonable terms th<4 will be fair to ratepayers) with the difficulties, 
that some of DENC's customers will experience :in paying DENC's adjusted rates. The 
Commission further concludes that a 9.75% rate Of return on common equity will allow DENG to 
compete ill' the market for equity capita], providing a fair return on investment to its investor
owners and, th~ lowering of the rate from th_e requested .10.75% to 9.75% has the effect oflowering 
the.cost of service which-forms the basis the·rates-the ratepayers must pay for service. Accordingly, 
the Commission concludes;taking into account changing economic conditions and their inipact on 
customers that the approved rate of return on common equity -will" result- in the lowest rates 
corntitutionally permissible,in this proceeding. 

Finally, in approving the 9.75% rate of return on common equity, the Commission gives 
significant. weight to the stipulations and the benefits that they provide to DENCs customers, 
which th~ Commission is obliged to consider as an independent piece of evidence Under the 
Supreme Court's holding in CUCA I. 

EVIDENCE AND CONCLUSIONS FORFINDINGSOF FACT NOS.17-26 

The evidence supporting these fmdings of fact and conclusions are contained in PENC's 
verified Application and Form E-1, the testimony and exhibits of the witnesses, the Public Staff 
Stipulation, and the entire record in this proceeding. 

The Company and the Public Staff agreed to certain cost of service adjustments.addressed 
in the tes_timony Qf Public Staff witness Johnson, the rebuttal t~stimony of Company witness 
McLeod, and as further negotiated by the Stipulating Parties. These adjustments are shown on 
Settlement Exhibit I of the PU.blic Staff Stipulation-and are each described below. The.resolution 
of the various adjustments as reflected in the Public StaffStipulation should be viewed holisticaJly 
as the result of the give and take negotiations between the Stipulating Parties, rather than as a 
separate agi'eement of each Stipulating Party on the aniount-adjusted in each of the adjustments. 

Updates Through June JO, 2019 

The•-Company provided actual updates to -certain revenues, expenses and investments 
through June 30, 2019, as evidenc.ed through supplemental tes~imony filed August 5, 2019; and 
second supplemental tCStimony filed on September 12, 2019, by the Company. The Public Staff 
and the Company adjusted several of these updates, as reflected in.the Public Staff Stipulation. No 
party took issi.Je with any ofthes:e.updates. The Commission concludes that these updates are just 
and reasonable and should be included in rates. 

Greensville CC ·costs 

DENC included in rates for the pro~ing approximately $13-billion in·costs to complete 
the Greensville CC. This new baseload CC was placed into service on December 8, 2018.and has 
a capacity,ofapproximately _l,588 MW. Tr. vol. 4, 171. In its testimony, DENC requested that the 
incremental c6sts incurred from the time th is major new generating facility was placed into service 
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in December 2018 until such time as the costs will b~ reflected in the base non-fuel rates approved 
in this proceeding be deferred and.amortized over a'three-yeat period beginning With the effective 
date th_e Commission approves new rates in this proceeding. Tr. vol. 4. 276. 

No;party provided testim_ony challenging the allowance.of the deferral for the Greensville 
CC, nor did any party disagree with the· .imortizatiOn period requested by the Company. The 
Colllmission-finds and concludes that the Company's.request tg defer the costs-of the Greensville 
CC and amortize them over three years is just and reasonable to all parties in light of all the 
evidence presented. 

Executive Incentive COmpensatioll. 

In hi~ direct t_estimony, witness McLeod testified that the Annual Incentive Plan (AIP) 
represents at-risk .coinpensation paid out to Company employees only upon meeting cCrtain 
op~ration and financial goals during the plan,year. He stated that the Company made an adjustment 
,that provided for 100% of the plan target instead of the 120% payout th.it occurred during the.test 
year. Tr. vol. 4,.267. 

In her testimony; Public Staff -.yifuess.Johnson described the Company's AIP and Long
Tenn Incentive Plan (LTIP) and how eligible employee's performance .is ev,1luated by the 
Company and what.metrics are used in-detenni11ing an employee!s-compensation under one or 
both of-the plans: Witness Jofihson testified'that she adjusted "the allOwable costs oft\IP to exclude 
incentive amounts that were. based on financial m(:trics, wh_jch are closely tied to EPS, as th_e 
AIP as a whole is funded based on a consolidated EPS; Witness Johnson: removed amounts 
related·,to all executive-level employees because she .claimed .[hat those etnployees' goals align 
with sharehold_ers' interests. ·Finally, witness Jolibson adjusted the L TIP costs allowed to 
exclude Perfonnance Shares becailse the Public Staff believes that the metrics used in 
calculating Perfonnarice Shares provide direct benefiis to shareholders rather _than·-ratepayers. 
Tr. vol. 6, 19-20. 

The Public.StaffStjpulation.provides for the removal·of50% ofttJ,e cqsts associated with 
the Company's executive incentive plan that were ·based on financial metrics and otherwise 
retained the-_Company's proposal. The Commission finds and concludes that .the Public Staff 
Stipulation';:; treatment of the incentiv_e pl_an costs is-appropriate and reasonable in this case when 
considered within the context of the Public Staff Stipulation as a-whole. 

Einployec·Scverallcc Program Costs 

In his direct testimony, witness McLeod testified-that the Company made an adjustment to 
include a nonnalized level of employee severance cos~ in the cost of se.r:vice based on the 
Companfs historical experience over the past 24 years. He explained that-since 1994.there were 
five major corporate-wide severance programs which resulted-in an average of approximately one 
every· five years. Tr. vol. 4, 266-67. 

In his supplemental testimoriy, witness McLeod explained that in, March 2019, the 
Company announced the Voluntary Retirement Program (VRP) for employees that meet certain 
age and service requirements. Witness McLeod stated that the VRP·was.offered to employees Of 
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nearly all DEi affiliates,, including DENC and Dominion Energy Services, Inc. (DES), and is 
expected to reduce total workforces during the remainder of2019 and 2020. He also testified that 
the VRP is expected to result'in a cost savings due to efficiencies gained and confirmed that the 
Company's slipplementaI filing incorporated the VRP severance· costs as well as the savings 
through adjustments to employee salaries· and wages, benefits, and AIP costs. Witness McLeod 
further testified that the revenue requirement presented in the·Company's supplemental filing.has 
compri:hensively incorporated the severance costs and savings associated with the VR.P. 
Additionally, Witness McLeod updated the employee severance program nonnalization 
adjustment to include VRP-related severance costs. During the period 1994 through 2019, there 
were six major corporate-wide severance .programs instituted by the Company, resulting in an 
average ofapproximutely,one every 4.17 years. Tr. -vol. 4,305,311. 

In her testimony, witness Johnson stated that the Public Staff·would typically include a 
n0nnalized level of employee severance•program.costs·and use the actual cos~ of the Company's 
latest corporate-wide severance program, amortized over a reasonable period of time. However, 
the circumstances in this docket are distinguishable. Public Staff witness Johnson took exception 
with usirig VRP·scverance costs in the employee severance program cost adjustment because she 
claimed these costs "appear to be closely linked" to the DEi and SCANA merger approved by the 
Commission in 2018. See Order Approving Merger Sµbject to Regulatory Conditions and ·Code of 
Conduct, Joint Application of Domlnion Energy, Inc., and SCANA Corporation to Engage in a 
Business Combination Transaction, Nos. E-22, Sub 551, G-5, Sub 585 (N.C.U.C. Nov. 19, 2018) 
(SCANA Merger Order). Witness Johnson acknowledged ~hat the Company reflected a reduction 
to salaries and wages, benefits, AIP, and payroll taxes in its supplemental filing as a result of the 
VRP but disagreed with including the VRP severance costs ih the nonnalized'employee severance 
program calculation. Witness Johnson claimed that.the VRP severance costs should be considered 
"integration costs" as defined in the SCANA Merger Order and pursuant to that order, integration 
costs should not be included for ratemaking purposes. Witness Johnson proposed retaining the 
existing normalized level of employee Severance costs that was calculated and approved in the 
2016 Rate Case. Tr. vol. 6, 20-24. 

For purposes of this proceeding, the Public-Staff Stipulation provides for a•reduction in the 
revenue requirement in the amount of $304,000: to· reflect a downward adjustment for the costs 
related to the employee severance program requested in this case and a nonnalization of those 
costs over 4.5 years. The Commission finds and concludes that the Public Staff Stipulation's 
treatmerit of the severance costs is appropriate and reasonable in this case when considered within 
the context of the Public Staff Stipulation as a whole. 

VRP Employee Backftll Costs 

In his supplemental testimony, witness McLeod testified that the Company made an 
adjustment that offset a portion of the VRP savings incorporated in the employee labor and benefits 
adjustments with a calculated value of salaries and wages for backfilled positions. Tr. vol. 4, 317. 

In her testimony, Public Staff witness Johnson made an adjustment to remove the 
582 planned positions for both DENC and DES that the Company intended to fill as a result of the 
VRP. Witness Johnson explained that because these positions have not actually been filled, the 
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costs of those positions should not be included in lhis proceeding. Witness Johnson explained lhat 
should lhe Company hire any of these employees and provide supporting documentation, up to the 
close of the hearing in this docket, then she would update her testimony accordingly after 
investigation and verification that the employees had been hired. Tr. vol. 6, 24. 

For purposes of this proceeding, the Public Staff Stipulation provides for an adjustment to 
the.requested revenue requirement for the employee severance program as.described above and 
for the Public Statrs withdrawal of its proposed adjusunent for the related VRP backfill costs: The 
Commission finds and concludes that the Public Staff Stipulation's treatment of the employee 
backfill costs is appropriate and reasonable in this case,when considered within the context of the 
Public Staff Stipulation as a whole. 

Storm Restoration Expense 

In his direct testimony, witness McLeod explained that it is appropriate to include a 
nonnalized level of storm expense in the cost of service for ratemaking purposes ·given the 
unpredictable nature of storm activity that can cause a material level of expense in a short period 
ortime. The Company used n historicaJ average of storm activity and cost during the nine years of 
2010-20 I 8 in detennining its nonnalized·level of expense. Tr. vo_l. 4, 268. 

In her testimony, Public Staff witness Johnson made an adjustment to the Company's 
normalized level of major storm restoration expenses by calculating the average costs for the last 
ten years instead of nine as used by the Company. Witness Johnson stated that a ten-year average 
was consistent with the method used in the. most recent rate cases for DEC and DEP in Docket 
Nos. E-7, Sub 1146 and E-2, Sub ll42, respectively. ;rr. vol. 6, 25-26. 

For purposes of this proceeding, the Public Staff Stipulation provides for a reduction in·the 
revenue requirement in the amount of $81,000 to reflect a downward adjustment for the stonn 
costs requested in this case. The Commission finds and concludes that the Public Staff 
Stipulation's treatment of the storm restoration costs is appropriate and reasonable in this case 
when considered within the context of the Public Staff Stipulation as a-whole. 

Advertising Expense 

In his direct testimony, witness McLeod testified that the Company made an adjustment to 
eliminate all promotional advertising expenses from the test year. Tr. vol. 4, 269. 

[n her testimony, Publiq Staff witness Johnson testified that the Company included 
instructional advertising that appears to be related to public notices specifically related to Virginia 
jurisdictional matters. The Public Staff made an adjuslment to eliminate those public notices that 
do not appear to relate to DENC ratepayers. Tr. vol. 6, 26. 

For purposes of this proceeding, the Public Staff Stipulation provides for a reduction in the 
revenue requirement in the amount of$12,000 to re0ect a downward adjustment for the advertising 
costs request in this case. The Commission finds and concludes that the Public StaIT Stipulation~s 
treatmcntofthe advertising costs is appropriate and reasonable in this case when considered within 
the context of the Public StaITStipulation as a whole. 
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Executive Compensation 

In his direct testimony,.witness McLeod testified that the Company made an adjustment to 
remove 50% of the compensation of the three executives with the highest level of compensation 
allocat_ed to DENC during the test year. Tr. vol. 4,267. 

In her testimony, Public Staff witness Johnson made an adjustment to also remove 50% of 
the compensation and benefits of the fourth executive with the highest level of compensation 
allocated to DENC during the test year. She claimed that executives' duties and compensation 
encompass a substantial amount of activities related to shareholder interests and therefore some of 
their compensation and benefits should_ be borne by shareholders. Tr. vol. 6, 26-28. 

For purposes of this proceeding, the Public Staff Stipulation provides that the Stipulating 
Parties agreed to accept the Public Staff's proposed adjustment·to,executive compensation costs. 
The Commission finds and concludes that the Public Staff Stipulation's treatment of the executive 
compensation costs is appropriate and reasonable in this case when considered within the context 
of the Public Staff Stipulation as a whole. 

Non-fuel Variable Operation and Maintenance Expense Displacement 

In his direct testimony, witness McLeod testified that the Greensville CC began 
commercial operation in December 2018 and the ·company then began incurring ongoing 
operation and maintenance (O&M) expenses associated with running the facility. The Company 
proposed an adjustment.to annualize non-labor O&M expense based on projected average monthly 
,expenses during 2019. Witness McLeod also explained the Company's adjustment to amortize.the 
deferred costs. including a return on investment, associated with the facility as requested in the 
Company's petition filed on March 29, 2019, in Docket No. E-22, Sub 566. Witness McLeod 
stated_ that the Company is requesting that the incremental costs incurr~ from the time the facility 
was placed into.service until the time costs will be reflected in the base non-fuel rates approved in 
this proceeding be deferred and amortized over a three-year period beginning•with the·effectivc 
date of rates approved in this proceeding. Tr. vol. 4,266,276. 

In her testimony, Public Staff witness Johnson adjusted the non-fuel variable O&M 
expenses to prevent the inclusion in cost of service of more than an annual level of these types of 
expenses as the Company made pro fonna adjustments to include the full cost of Greensville CC 
in the cost of service, including adding incremental non-fuel variable O&M expenses to reflect a 
full year of operations. Witness Johnson testified that, with the addition of Greensville County CC, 
other pJants in DENC'S fleet will operate less frequently, and thus incur fewer non-fuel variable 
O&M expenses. Therefore, the Public Staff adjusted non-fuel variable O&M expenses to prevent 
the inclusion in cost of service of more than an annual level of these types of expenses. 
Tr. vol. 6, 29-30. 

The Public Staff Stipulation provides for a reduction in the revenue requirement in the 
amount of $142,000, representing non-fuel variable O&M expense displacement. The 
Commission finds and concludes that the Public Staff Stipulation's treatment of these non-fuel 
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O&M costs is appropriate and reasonable in this case when considered within·the context-of the 
Public Staff Stipulation as a whole. 

Lobbying Expenses 

In her testimony, Public Staff witness Johnson made an adjustment to remove internal and 
external lobbying expenses -recorded above the line. She explained that she reviewed job 
descriptions of employees, both registered and non-registered lobbyists, that pcrfonned lobbying 
activities nnd applied a "but for" test for reporting lobbying costs as used in a State Ethics 
Commission opinion dated February 12, 2010. As a result, witness Johnson stated that she 
excluded- not only costs for direct contact with legislators, but also costs for other activities 
preparing for or surrounding lobbying that would not.have occurred but for the lobbying itself. 
Tr. vol. 6, 30-31. 

For purposes of this proceeding, the Public Staff Stipulation provides for a reduction.in the 
revenue requirement in the amount of$42,000 to-reflect a downward·adjustment for the lobbying 
costs requested in this ·case. The Commission finds and concludes ·that the Public Staff 
Stipulation's treatment of the lobbying costs is appropriate and reasonable in this case when 
considered within the context of the Public Staff Stipulation as a whole. 

Uncoll_cdible Expense 

In his direct testimony, witness McLeod testified that the Company adjusted its 
uncollectible expense based on-a histo~ical average uncollectible expense rate. Tr. vol. 4, 269. 

:, 
In her testimony, Public Staff witness Johnson testified that the Company used data fro·m 

2014-2018 to calculate its average uncollectibles amount. Public Staff witness Johnson stated.that 
in 2014 the Company·changed its write-off and collections polieies for customers with medical 
certifications, and prior to.2014 the Company did not incl_ude these customers in its.detennination 
of the reserve for uncollectibles. Witness Johnson explained the result of including these customers 
now created a $12.1 million credit accounting adjustment in 2014, on a total system level, to its 
reserve for uncollectibles accounts, with a charge to uncollectibles expense, in order to es:tahlish 
an initial reserve for customers with medical certificates. Witness Johnson testified that the Public 
Staff adjusted this amount by only calculating the average uncollectibles based on-20I5-2018 data. 
Tr. vol. 6, 31-32. 

For purposes of this proceeding, the Public Staff Stipulation-provides that the Company 
accepted the Public,Staff's proposed adjustment to uncolleetiblcs costs, resulting in a reduction of 
$238,0Q0 in the Company's revenue requirement. The Commission finds and concludes.that the 
Public Staff Stipulation's treatment of the uncollectibles costs is appropriate and reasonable in this 
case when considered within the context of the Public Staff Stipulation as a whole. 

Skiffes Creek 

Company witness Bobby McGuire testified on direct lhat DENC invests in its electric 
transmission system to ensure reliability and ongoing c6mpliance with the North American 
Electric Reliability Corporation (NERC) reliability standards and requirements, address load 
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growth, and repair or replace aging infrastructure, and explained that these investments ensure the 
Company's continued ability to, provide safe, reliable, and economicaJ power to all of its 
customers. He stated that DENC has invested_ approximately $268 million in electric transmission 
projects located in North Carolina during the period: of"2016--2018. Witness McGuire further 
explained that the Company's electric transmission system investments completed in Virginia also 
provide benefits to North Carolina customers. Tr. vol. 6, 366-69. 

In· his testimony, Public Staff witness David Williamson provided an overview of the 
Surry-Skiffes Creek 500-kV transmission project that crosses the James River in Virginia, 
including the need for the project.and the regulatory approvals needed for the project-from the 
Virginia State Corporation Commission, the Anny Corps of Engineers, and others. Witness 
Williamson stated that the Public Staff takes-the position that the mitigation costs for the project 
were not incurred for the purpose of constructing or operating the project and do not provide 
additional benefits to the Company's North Carolina retail customers, so those costs should not be 
recovered from the Company's North Carolina customers. Specifically, witness Williamson 
asserted that the mitigation costs, which are predominantly reflected in a Memorandum of 
Agreement.signed by multiple stakeholders that participated in the project's pennitting process, 
should be excluded from the Company's revenue requirement consistent with Commission 
precedent set in the Company's 2012 Rate Case, Docket No. E-22, Sub 479, involving a 
disallowance of the incremental costs associated With undergrounding three transmission lines in 
northern Virginia largely for aesthetic purposes. Tr. vol. 6, 447-61. 

In her testirriony, Public Staff witness Johnson made an adjustment to remove the costs of 
the Skiffes Creek project mitigation as explained by Witness Williamson. Tr. v0I. 6, 33. 

The Public Staff Stipulation provides that the revenue requirement should be reduced in 
the amount of $153,000 to reflect a downward adjustment for the Skiffos Creek mitigation costs 
requested .in this case. The Commission finds and concludes .that the Public Staff Stipulation's 
treatment of the Skiffes Creek mitigation costs .is app_ropriate and reasonable in this case when 
considered within the context of the Public Staff Stipulation as a whole. 

Outside Services 

In.her testimony, Public Staff witness-Johnson testified that the Public Staff reviewed costs 
for outside services, and that the Public Staff's investigation,revealed charges that were related-to 
legal Services for certain expenses that were allocated to DENC that sh_ould have been directly 
assigned to other jurisdictions. Witness Johnson stated that DENC ratepayers should be charged 
only the reasonable costs of ·pro-Viding electric service to North Carolina retail customers. 
Tr. vol. 6, 33-34. 

The Public Staff Stipulation provides that the revenue requirement should be reduced in 
the amount of $177,000 to reflect a downward adjustment for the outside services costs requested 
in the case. The Commission finds and concludes that th_e Public Staff Stipulation's treatment Of 
the outside services costs is appropriate and reasonable in this case when considered within the 
~ontext of the Public S~ff Stipulation as a whole. 
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Mount·Storm FU.el Flexibility Project 

In his supplemental testimony, Company witness McLeod proposed to defer as a regulatory 
asset costs associated with the abandoned, Coal Yard Fuel Flexibility Project (CYFFP) at the 
Company's Mount Stonn Power Station (Mount Stonn) that was canceled due to ch~ging market 
c6nditions, decreased power prices, and lower capacity factors, and coal consumption at Mount 
Stonn. The Company abandoned the project in May 2019, resulting in an impairment of 
construction-costs incurred on the prOject tOtaling $62.4 million (system-level). Witness McLeod 
proposed to defer the portion of-the CYFFP costs aJlocable lo the Company's North Carolina 
jurisdiction to be amortized over a three-year period. Tr. vol. 6, 316. 

In his testimony; Public Staff witness Thomas provided an overview of the Mount St(!nn 
CYFFP,. which was undertaken to allow the facility to receive 100% of its coal supplies by rail in 
the event of problems with truck deliveries. Due to quaJity differences between truck and rail 
delivered coal and the emissions limits established by Mount Stonn air permits, as well as the 
specific boiler design characteristics of the Mount Stonn units,. coal blending facilities -were 
required. Witness Thomas testified that DENC originally planned to construct four coal stacking 
tubes and a,dry coal storage enclosure, and to make significant changes to its rail ·system, ·along 
with supplementary· fire suppression systems. He testified that n6t' until the adjustment was 
included in DENC's supplemental filing did the'Public Staff become aware of the project and then 
have an opportunity to review the costs and underlying analyses. Witness Thomas testified that 
the Public Staff analyzed the Company's financial analyses used in determining the viability of 
the CYFFP·and expressed concerns with the Company's decision-making with respect to.future 
coal· priccs·used in its analyses, contract negotiations with the local trucked coal supplier, and the 
projected capacity factor •of the Mount Stonn facility used in· its analyses. He also expressed 
concerns that significant commitments and associated expenditures with the project appear to have 
been made prior to completion of detailed engineering work, and relatively little cost-benefit 
analyses were performed until 2014, three years and $2.1 million into the project. Witness Thomas 
concluded that based on his review of forecast data in the Company's past IRPs, the Company 
should have been more aware of market conditions within both the natural gas and coal markets, 
and,the increased risk that the project would not deliver the expected benefits. In addition, he stated 
that the Public Staff believes that the 2014 cost-benefit analysis justifying the project had 
significant shortcomings and was not a reasonable or prudent analysis to justify a project that, at 
the time, had an estimated cost of$116 million. Witness Thomas recommended that expenditures 
on the CYFFP after the 2014 analysis should be disallowed for a total of$60,I 79,000 system-wide. 
Tr. vol. 6, 504-26. 

In her testimony, Public Staff witness Johnson made an adjustment to remove certain costs 
associated with the project as recommended by Public Staff witness Thomas 'that are allocable to 
the Company's North Carolina jurisdiction. Tr. vol. 6, 34-35. 

The Public Staff Stipulation provides that 50% of the Mount Stonn impainnent costs 
should be removed with-the remaining_portion amortized over 2.75 years. The Comrriission finds 
and concludes that the Public Staff Stipulation's treatment of the Mount Storm ·CYFFP costs is 
appropriate and reasonable in this case when considered within the context of the Public Staff 
Stipulation as a whole. 
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NUG Contract Termination Expense 

In his supplemental testimony, witness McLeod testified that the Company had a long-tenn 
power and capacity contract with a coal-fired NUG with an aggregate summer generation capacity 
of approximately 218 MW. Witness McLeod stated that the plant had been, and was expected to 
remain, ·generally uneconomical in the PJM Interconnection, LLC (PJM), energy market, and 
therefore, ran -infrequently and was not a key resource for DENC nor does· it continue fit within 
DENC's portfolio of increasingly cleaner generation resources. In May 2019, the Company 
entered into an agreement and paid $135.0 million to,tenninate the contract, effective April 2019. 
Given the magnitude of the tennination fee and the significant capacity savings going-forv,,ard, 
witness McLeod proposed to defer the North Carolina jurisdictional portion·ofthe termination fee 
to be amort_ized over the original remaining term of the contract (32 months - Ar1ril 2019 through 
November2021). 

In her testimony, Public Staff witness Johnson testified that the Public Staff made an 
adjustment to remove approximately $21.4 million from ·the NUG contract tennination expense 
payment associated with the Company's early contract termination. Witness Johnson explained 
that her adjustment accounts for the "net amount" of capacity revenue that the Company will be 
receiving from the P JM .capacity market as well as the estimated replacement power costs that will 
be incurred as a result of the terrriirn1tion of the contract. Tr. vol. 6, 35-36. 

The Public Staff Stipulation provides that the -Company accepted the Public Staff's, 
proposed adjustment to the NUG contract termination expense. The Commission finds and 
concludes that the Public Staff Stipulation's treatment of the NUG contract termination ~xpense'is 
appropriate and ·reasonable. in this case when considered within the context ·of the Public Staff 
'Stipulation as a whole. 

Impact on EXpenscs or Changes in Usage and Number or Customers 

In her testimony, Public Staff witness Johnson testifi~d that the Company adjusted 
revenues for·the change in kWh sales and the number of customers due to customer growth, 
changes in ·usage, and weather nonnalization, but did not make a corresponding adjustment to 
recognize the changes-in the non-'fuel variable O&M expenses, w~ich vary due to the ·change in 
kWh sales .. She also explained that the Company did not make a corresponding adjustment to 
customer-related expenses to reflect the chail.ge in the number of customers. Witness Johnson 
adjusted these expenses to reflect the changes in kWh sales and the number of billings proposed 
by the Company in its customer growth, usage, and weather normalization adjustments. 
Tr. vol. 6, 36-37. 

The Public Staff Stipulation provides that the revenue requirement should be reduced in 
the;: amount of $90,000 to reflect updated and corrected customer growth, usage, and weather 
normalization numbers. Th~ Commission finds 'and concludes that the Public Staff Stipulation's 
treatment of these costs is appropriate and reasonable in this case when considered within the 
context of the Public Staff Stipulation as a whole. 
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Inflation 

In his direct testimony, witness McLeod testified that the Company adjusted 
O&M expenses .in the cost of service not adjusted elsewhere by increasing them with an inflation 
factor. He explained that the inflation factor was measured as the difference of the Producer Price 
Index- Finished Goods less Food and Energy (PPI) between the-midpoint-of the test year and th~ 
end of!he period from January I, 2019, to June 30, 2019 (Update Period). Tr. vol. 4, 270. 

In his supplemental testimony, witness McLeod updated.-the·inflation adjustment to reflect 
the actual PPI for June 2019: Id. at 313. 

Public Staff witness Johnson stated.in her testimony. that she made additional-adjustments 
in the calculation of the inflation adjustment to reflect the Public Slaf'rs adjlistments to the O&M 
expenses subject to inflation. Tr. vol. 6, 37. 

For purposes of this proceeding, .the Public Staff Stipulation provides that the revenue 
requirement-should be reduced in the amount of$7,000 to reflect updated data related to-inflation. 
The Commission finds and concludes that the.Public Staff Stipulation's treatment of the inflation 
expense,is appropriate and reasonable.in this case when considered within the Context ofthC Pul;>lic 
Staff Stipulation as a whole. 

Customer Growth, Usage, and Weather Normalization 

In his direct testimony, witness McLeod testified that the Company annualized base 
non-fuel· tariff revenues based· on projected customer,-levels and weather,-normalized' usage as of 
June 30, 2019. He explained that this adjustment Was a net reduction to revenue, primarily 
reflecting the annualized impact of a returri to nonnal w~ather on customer usage. In his direct 
testimony, Company witness Haynes-.testified that the adjustments for clistomer growth, increased 
usage, and weather nonnaliz.ation· are incorporated in Fonn E-1 [tern 42.a, and that the 
methodologies used to calculate these adjustments are consistent with those approved by the 
Commission in the 2016 Rate Case. Tr. vol. 4, 259,.411. 

fn their supplemental testimony, witnesses McLeod and Haynes updated the calculations 
based on actual customer growth and usage during the Update Period. Witness Haynes testified 
that the weather nonnaliz.ation and usage adjustments should not include.Basic Customer Charge 
revenues in the calculation of the average revenue per kWh applied to the sum of these kWh 
adjustments. Witness Haynes stated that he.made this change in the calculation. Id. at 307,420. 

In his-second supplemental testimony, witness Haynes presented an additional update to 
the customer growth and usage adjustments lo the level of customers used in the calculation; The 
update is.consistent with how clistomer levels were calculated·in the 2016 Rate Case. In his second 
supplemental testimony, witness McLeod updated the calculations based on the annualized level 
of customer usage presented in witness Haynes' second supplemental testimony. Id. at 430. 

The Public Staff Stipulation provides that the Stipulating Parties agreed to increase the 
revenue requirement in the amount of$49,000 to reflect the Company's updated and revised kWh 
sales. The·Commission finds and concludes that the Public StaffStipulation'.s treatment-of these 
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costs is appropriate and reasonable in this case when,considered within the context of the Public 
Staff Stipulation as a whole. 

Cash Working Capital 

In his direct testimony, witness McLeod test_ified diat the Company made an adjustment to 
its cash working capital (CWC) based on a lead/lag study prepared using C8.Iendar y~ 2017 data. 
He further explained that the CWC requirement included in the cost of service per books is adjusted 
based on the adjusted CWC requirement as determined for regulatory purposes. Id at 279. 

In his supplemental testimonies, Witness McLeod proposed updates to the 
CWC adjustment to reflect changes in lead/lag days, and 'the impacts of the various accounting 
adjustment revisions and updates to the cost of services. Tr. vol. 4,297,329. 

Public Staff witness Johnson testified that the Public Staff.adjusted CWC under present 
rates by (1) showing the working capital impact of revenues separate from expenses for 
presentation purposes, and .also (2) reflecting all of the other Public Staff adjustments. Witness 
Johnson also adjusted CWC for the effect of the Public Staff's proposed revenue decrease. 
Tr. vole 6, 38-39. 

For purposes of this proceeding, the Public Staff Stipulation provides that the revenue 
requirement should be reduced in the amount of$83,000 and $282,000 to reflect changes in CWC 
under present and proposed rates, respectively. The-Commission finds and concludes that the 
Public StaffStipulatfon's·treatment of these costs is appropriate and reasonable in this case when 
considered within the Context ofthe·PubliC Staff Stipulation as a whole. 

DES Office Building 

In his direct testimony, witness McLeod testified that during the second quarter-of 2019, 
the Company planned to occupy a new office building. 600 Canal Place, and made an adjustment 
to annualize the amount of costs for DEN C's direct .occupancy of the. new building, as well as 
DENC's billable portion of expenses from DES based on DES' existing methodology to bil1 its 
office space and equipment expenses to affiliates. He explained that-the Company planned to cease 
occupying its existing office space after the move and the adjustment reflects the net effect- of-the 
increased annual expenses between the two offices. Tr. vol. 4, 267-68. 

In his supplemental direct testimony, witness McLeod testified that, at the time,ofthe of 
the Application, occupation of600·Canal Place by DENC and DES employeeS'was expected to 
begin during the second quarter of 2019. Witness McLeod explained that DES and the Company 
began occlipying .the new building in July 2019 and DES will begin making lease payments in 
A_ugust 2019. The Company's adjustment updated the new lease expense budg~t for calendar year 
2019 and witness McLeod stated that the expense will be updated again in September 2019 after 
the actual lease payment is incurred for August -2019. Witness McLeod's second supplemental 
testimony updated this accounting adjustment based on the actual corporate-level costs for the 
month of August 2019, the month in which the lease payments commenced.Tr. vol. 4,312,331. 
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In her testimony, Public Staff witness Johnson te_stified that the Public Staff was awaiting 
additional documentation pertaining to the Company's adjustment to reflect the new office 
building. Witness Johnson explained that the Public Staff will need additiona1 time to review the 
adjustments once filed by the Company as they relate to the new.office building. Id. at 40-4l. 

For purposes of this proceeding, the Public Starr Stipulation provides that the revenue 
requirement should be reduced in the amount of $720,000 to reflect the updated, actual costs of 
the Company's new office building. The Commission finds and concludes that the Public Staff 
Stipulation's treatment of the office building costs is appropriate and reasonable in this case when 
considered within the context of the Public Staff Stipulation as a whole. 

Depreciation 

In his direct testimony, witness McLeod testified that the Company made an adjustment to 
annualize the depreciation expense based on projected plant in service as of June 30, 2019, and the 
composite depreciation rate from the Company's most recent depreciation study. Id. at 274. 

In his supplemental testimony, witness McLeod updated the depreciation expense based 
on actual plant in service at the·end of the update period. Tr. vol. 4,317. 

In her testimony, Public·Staffwitness McCullar testified that she participated in field visits 
of several DENC facilities or project locations, analyzed the Company's most recent depreciation 
study, and presented.the Public Staff's proposed depreciation rates. Witness McCullar's Table One 
provides a comparison of annual deprecation accrual amounts~ proposed by the Company versus 
as proposed by the· Public Staff. The table indicates that the Public Staff and .the Company are 
aligned with respect to steam production plant, nuclear production .plant, hydraulic production 
plant; combined cycle·production plant, simple cycle production plant, and general plant. The two 
parties differed, however, with respect to solar production planl, transmission planl, and 
distribution plant. Witness McCullar .explaiQed that for solar production plant, the Public Staff 
used updated depreciation schedules that changed the probable retirement year for several solar 
faCilities from 2041 to 2051, Public Staff witness Mccullar also.explained that the differences,in 
transmission ,plant and distribution plant depreciation as n difference between the Public Staff's 
and the Company's proposed future net salvage accrual amounts, as the Public Staff proposed less 
accelerated future net salvage amounts than the Company. Tr. vol. 6, 476-94. 

For purposes of this proceeding, the Public Staff Stipulation provides that the Public Staff 
accepted the Company's proposed. depreciation rates as filed ,in its Application. Subject to the 
qualifications and direction provided-in Findings of Fact Nos. 56-'58 and the cfiscussion·thereunder 
relating to the -costs of removal portion of depreciation allowance, in all other respects the 
Commission finds and concludes that the Public Staff Stipulation's treatment of the depreciation 
costs is appropriate and reasonable in this case when considered within the context of the Public 
Staff Stipulation as a whole. 

Retirement or Cold Reserve Units 

In his direct testimony, Company witness Mitchell testified that, in an effort to reduce costs, 
uneconomical units that were previously placed in a cold reserve state and -are not currently 
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operating will be retired by the end of March 2019. According to wilness Mitchell, these older, 
less efficient units are unabl1; to compete in the current energy market and have been displaced by 
cleaner burning natural.gas facilities, as well as utility-scale solar. Witness Petrie explained in his 
direct testimony that ten of these units.were older; less efficient units that were placed in a "cold 
·reserve" state in 2018. These units included Bellemeade Power Station, B'remo Power Station 
Units 3 and 4, Chesterfield Power Station Units.3 and 4, Mecklenburg Power Station Uriits I and 
2, Pittsylvania Power Station. and Possum Point Power Station Units 3 and 4, all of which were 
retired from service effective March 31, 2019. Wilness Petrie also testified that the Company plans 
to retire,Possum Point Unit 5 on May 31, 2021. 

In his supplemental testimony, witness MCLeod explained that, as a result of these early 
retirements, the Company recorded an impainnent charge of $307.1 million, representing the 
remaining net book value of the units. Related balances in construction work in· progress and 
materials and supplies inventory were written-off as well. Witness McLeod proposed that the 
Company amortize the impainnent cost for the ten-units fonnerly in cold reserve over a ten-year 
levelized basis and the ma.terials and supplies inventory over a:,three-year peri_od. He also proposed 
eliminating the O&M expense and materials and supplies inventory for the ten Wiits fonnerly in 
cold reserve. Finally, witness McLeod proposed reestablishing the Possum Point Unit 5 net book 
value and depreciation expense· for ratemak:ing purposes as the unit has not yet been physically 
retired from service. He requested that any costs incurred during the decommissioning of these 
facilities. after the update period be deferred for" review in the ·co.mpany's next base rate .case, 
consistent with the treatment of decommissioning costs for the Chesapeake Energy Center in the 
2016 Rate Case. Tr. vol. 4, 302-04, 348. 

The Commission notes that it appears from the.evidence presented that the atnOWit of the 
impainnent charge recorded by the Company on account of the WI its decommissioned effective 
March 31, 2019, does Ilot·include costs of remediation and closure of coal ash management Wiits 
associated with the units in cold reserve. Accordingly, the·Commission.finds and concludes that 
the Company's treatment of costs associated with the retirement of cold reserve units'is appropriate 
and reasonable in ;this case so far as it. goes. The Company ·should consider the Commission's 
Findings of Fact Nos. 56-58 and the discussion thereunder relating to the costs of removal portion 
of depreciation allowance when recording impainnent charges due ·to early retirements in 
the future. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 27-31 

The evidence supporting.these,findings of fact and Conclusions is foWid in the Company's 
verified Application and Fortn E-1, the exhibits and testimony of Company witnesses McLeod and 
Haynes, the exhibits and testimony·ofPublic Staff witness Boswell, the exhibits and testimony of 
CIGFUR wilness Phillips, the Public Slaff Stipulation, and the entire record in this proceeding. 

Summary of the Evidence 

In his direct testimony, DENC witness McLeod described the Tax Act and the primary 
elements of the Tax Act that impact DENC, including a reduction in the federal corporate income 
tax rate from 35.00% to 21.00%. Witness McLeod noted that the Commission initiated a new 
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generic proceeding in January 2018, in Docket No. M-100, Sub 148 (Sub 148), to address how 
North Carolina uti_lities should adjust their North Carolina jurisdictional co~_t of service and,rat_es 
in response to the Tax Act. Witness McLeod testified that by order dat~d January 3, 2018 fo· sub 
148 the £'ommission directed certain utilities, including DENC, .to collect-the fede_ral corporate 
income fux expense-component of rates on a provisional basis beginning January 1, 2018, pending 
a final,orderfrom the Commission. Witness McLeod described-.the filings and orders in ·Sub 1'48 
iind explained thilt DENC·implemented a Coinmissi0n-approved rate reduction to address-certain 
impacts of the Tax Act, as ordered by the Gommission 'in its October 5, 2018 Order f\ddressing 
-the Impacts of the federal Tax Cills and Jobs Act on ·Public Utilities, issued ill Sub 148. Witness 
McLeod testified that this included an annual revenue reduction of$14.3 million due to a base rate 
adjustmeilt to reflect the lower federal corporate income tax, rate, and .approval of a· one-time 
customer bill credit to reflect the return of money collected provisionally under the January 3, 2018 
Order for income taxes at the higher tax rate through existing base rates billed since January 1, 
2_018. The one-time customer bill credits were reflected on,customers' -bills beginning in the April 
2019 billing period for_amounts collected provisionally from January I, 2018 through March 2019. 

Witriess McLeod testified-that for purposes of federal EDIT, the,Company established an 
overall regulatory liability"and ·began amortizing plant-related federal -EDIT on its:.books and 
records at a system level us a redu_ction to ihcome·tax e!(pense with an effective date of January I, 
2018. Witness McLeod explained.that this amortization.is being deferred to a regulatory liability 
account in accordance with the Commission's October 5; 2018·Order. Witn_ess McLeod'provideP 
a general ovcrvi~w of federal EDIT •and -explained that the predominant amount of federal EDIT 
is associated.with.utility property depreciation and related book-tax .tiinlng differences, which are 
subject to the Internal Revenue Code's (IRC's) normalization-rules. Witness.McLeod noted that 
this EDIT is referred to, as "protected" and the Corhpany -is required to use ,the ave~ge rate 
assumption method (ARAM) for pul'J)ose_s of amo_rtizing such EDIT. Witness McLeod provided 
t.he federal EDIT balances,as of December,31, 2017, at a system level.and,the portion allocable to 
the, North Carolina retail jurisdiction of $94.1 -million (revised to $94;7 million in 
witness·McLeod's supp_lemerital testimony): for plant-:protected, plant-unprotected, .and 
non-plant.unprotected. 

Witness McLeod·testified that for ratemaking·purposes, the Company has proposed that 
the.effective date of federal EDIT amortization -begin on January 1, 2018. He further explained 
that because the Company is proposing to-implement new rates.beginning-November 1, 2019,.that 
the federal EDIT amortiZ8tion attributable to the 22-month period of January 1, 2018, through 
Octobet: 31, 2019, would be credited to customers through a one-year decrement rider, ruder EDIT, 
of$6,909,000. Finally, witness McLeod testified that for periods thereafter, the Company's fully 
adjusted cost of service includes the income tax t,enefit arising from annual federal EDIT 
amorti:zation during the test period, thereby incorporating a g6ing-level of federal 'EDIT 
amortiz.ation in base non-fuel rates. Witness McLeod proposed an ARAM method to amortize 
plant-related federal EDi-T (both protected and unprotected) and a 30-year amortiz.ation period.for 
non-plant, unprotected fedcral"EDIT. Witness-McLeo_d pl'esented,the proposed annual amount' of 
federaL EDIT amortiz.ation for the North Carolina jurisdiction 'Of $2:7 million. Witness McLeod 
explained that the base noil-fliel revenue requirement reflects this am9rtization providi_ng -the 
customers with an annual revenue benefit of approxiinately $3.6 million ,($2.7 million/74% 
retention factor). Tr. vol. 4, 290-91. 

436 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

In DENC witness Haynes' direct tes_timony, he explained the Company's proposal that the 
Rider EDIT credit should be allocated to customer· classes based upon North Carolina basic 
(non-fuel) rate revenue-annualized based upon current rates for 2018. Witness Haynes testified 
that the decrement rate will be-applied to customer.usage beginning with the effective date of the 
rider and will be·in effect for· 12 months. Witness Haynes· proposed that, prior to the tenth month 
from the effective date of the rider, the Company will provide an· analysis. to the Public Staff to 
evaJuate if the tota1 rider credit will be provided at the end of the 12 months. Witness Haynes 
explained that if there.is a deviation between the total rider credit rui.d the pr6jected credit provided 
to customers, the Company and the Public Staff will work together to develop an adjustment to 
the Rider·EDIT to miniillize the deviation over the remaining months of Rider EDIT being in 
effect. Tr. vol. 4, 401-02. 

In his supplementaJ testimony, witness McLeod,swmnarized DENC's corrections to th.e 
aJlocation of system-level federal EDIT balances and amortization to the North Carolina 
jurisdiction resulting from revisions to DEN C's cost of service study presented by witness Miller. 
Witness McLeod noted that as a result of the corrections, the,North Carolinajurisdictiof!al federal 
EDIT balance was revised from $94.l million to $94.7 million. Witness McLeod explained that 
the t6fu.l Rider EDIT rate credit, as revised, reflects a slight $1,000 increase from $6,909,000 to 
$6,910,000. Tr. vol. 4, 296-97, 325-26. 

In his testimony, CIGFUR witness PI!illips acknowledged DENC's proposaJ to credit to 
customers through a one-year rider the federal EDIT amortization attributable to the period 
January I, 2018 through October 31, 2019 and stated that EDIT are overpayments that should be 
returned as soon as possible. Tr. vol. 6,431. 

In her direct testimony, Public Staff witness Boswell recommended three adjustments to 
the Company's proposed treatment of federal EDIT. First, witness Boswell stated that she.agreed 
with the Company's proposed· AR.AM utilization for federal protected EDIT but could not 
calculate this amorthation due to a lack of a breakout between protected and unprotected EDIT. 
Witness Boswell recommendf!:d that the Commission require the Company to file schedules 
illustrating this breakout. Second, witness Boswell stated that she disagreed with the Company's 
adjustment to include a portiori of unprotected EDIT labeled as "plant-unprotected" to be 
recovered utilizing·the ARAM calculation. Instead, witness Boswell recommended including the 
"plant-unprotected" balance with the non-plant unprotected EDIT and collecting the balance on a 
levelized basis over a five-year period. Finally, witness Boswell testified that the entire unprotected 
EDIT balance should be removed from rate base and placed in a rider .to be collected -from 
ratepayers over a five-year period. Witness Boswell testified that the Public Staff does·• not, in 
theory, object to the Company's proposaJ to flow back federal protected and unprotected 
amortization since January 1, 2018, as a one-year levelized rider. Tr. vol. 6, 440-43. 

DENC and the Public Staff reached a stipulation on a]I of the Tax Act-related issues as 
outlined-in Section VIII.A of the Public Staff Stipulation, wherein they agreed that DENC shall 
implement Rider EDIT to allow for .recovery of federal_ EDIT of $1.2 mill_ion on a levelizcd basis 
over a two-year period, with a return. The Public Staff Stipulation notes that the $1.2 million "is 
comprised of: (1) the amortization of .all unprotected federal EDIT totaling approximately 
$8.0 million partiaJly offset by (2) the refund of approximately $6.8 million associated with federal 

437 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

EDIT amortization attributable.to the 22-month period of January 1, 2018 through October 31, 
2019. The Public ·Staff Stipulation also states that the appropriate revenue level of EDIT to be 
recovered by DENC 'is pr~sented on Settlement Exhibit II nnd that DENC. will implement Rider 
EDIT as described in.the stipulation testimony ofDENC witness McLeod. 

Further, the Public Staff Stipulation St!lt~ in Section IV .E that the Stipulating Parties agree 
to reduce the revenue requirement in the amount of $287,000 to reflect the removal of federal 
unprptected EDIT from rate base, .which will be recovered by the Company ,through a rider as 
discussed in $ection,VIII. 

In his Stipulation testimony, witness.McLeod testified that the.Stipulating Parties agreed 
that the.Company-would,implemeht Rider EDIT to allow'for recovery by DENC ·or federal EDIT 
of $1.2 million, comprised ,of the amortization Qf all unprotected federal EDIT totaJing 
$8.0 million, partially offset by the refund to ratepayers of approximately $6.8 million ,associated 
with federal EDIT amortizati6n attributable to the 22-montli period January I, 2018, through 
October 31, 20 I 9. Tr: vol. 4, 340. 

Discussion and Conclusions 

In Ordering Paragraph No. 6 of its October 5, 2018 Order in Sub 148, the 
Commission ordered: 

That excess deferred income taxes-related to the decrease in the federal corporate 
income tax rate to 21% under the Tax Act for Cardinal,.DENC, DEP~ Piedmont, 
and PSNC, as appropriate, shall be held in a deferred tax regillatory liability account 
until they-can be.addressed for. ratemaking purposes-in each utility's next general 
rate case proceeding or in three years, whichever is sooner. These- amounts will 
ultimately be returned to.cUstoiners ..... Therefo~,:the Commission concludes.that 
ifCaJ"dinal, DENC, DEP, Piedmont or PSNC have _not filed an applicat_ion for a 
general rate case proceeding by October 5, 2021, each Company shall file its 
proposal by that date to flow back to its_ ratepaye'rs both _the pr0tected· and the 
unprotected EDIT gel)erated due to the Tax Act. The federal EDIT flow back 
proposal should include all workpapers that support the_-proposed calculations ..... . 
These utilities are h_ereby.required to.m_aintain the deferred tax regulatory liability 
account previously established and shall not begin amortization of amounts 
recorded in such accounts pe~ding further order ofthe·CommisSion. 

This proc~eding is the first general rate.case filed with-the Commission by DENC,since 
the Ottobcr·s, 2018 Order was issued. DENC has-complied with the Commission's directive by 
addressing.the Tax Act is1iues in this rate case that was filed b~fore October 5, 2021. The Company 
has also complied with the Commission's directive ilot to begin amortizati9n of North Carolina· 
juri~dictional fed~ral EDIT until further order-of the C()mmission. DENC meets·this requirement, 
given the Company's proposal to begin,amortization on January 1, 2018, by proposing to credit 
the amorti7.ation during the'22-month peri9d from January 1, 2018, through October-31, 2019, the 
effective date of rates in thi~ case, to customers through a decrement rider, Rider EDIT. In a4dition, 
for periods ihereafter,-the Company's cost of service-for ratemaking purposes includes the income 
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tax benefit arising from annual federal EDIT amortization during the test period, thereby 
incorporating a going-level of federal EDITamortization in base non-fuel tates. 

As outlined in Public Staff witness Doswell's testimony, the Public Staff.recommended 
including the "plant-µnprotected" federal EDIT balance with the federal _unprotect~d EDIT and 
collecting.the balance from ratepayers through an increment rider to be collected from ratepayers 
over five years on a Ievelized basis, with carrying costs. Witness Boswell testified that this 
recommendation is consistent with previous recommendations of the Public Staff. 

The Stipulating Parties agreed that the Company shall implement Rider EDIT to allow for 
recovery of certain federal EDIT. The Public-Staff Stipulation provides that the upl)ropriate level 
of federal EDIT to be recovered by the Company in this case is $1,214,000 ( on a pre-income tax 
basis), which includes: (I) the amortization of all unprotected federal EDIT totaling approximately 
$8.0 million partially offset by (2) the refund to ratepayers of approximately $6.8 million 
associated with federal EDIT amortization.attributable to the·22;.month period January 1, 2018 
through October 31, 2019. Rider EDIT will be implemented to recover certain federal EDIT from 
ratepayers over a two-year period on a levelized basis, with a return. As reflected on Settlement 
Exhibit' II, Schedule ,2, the appropriate; amount to be recovered from customers is a total of 
$1,299,369. Rider EDIT should _be calculated and reviewed using the methodology presented in 
the testimony ofDENC witness H?ynes. 

On September 25, 2019, the Commission issued an Order Requesting Additional 
Infonnation and ordered that the Public Staff make a filing providing an explanation of why 
DENC's total unprotected EDIT has a debit balance, as the·Commission has not previously seen a 
debit balance in its consideration of EDIT issues related to the Tax Act. On October 7, 2019, the 
Public Staff filed a response to this·request. The response referenced the testimony and exhib!ts of 
Company witness McLeod which provided details regarding the Company's balance of 
Wlprotected federal EDIT. SpecificallY, the Public Staff noted that witness McLeod's testimony 
and exhibits demonstrate that the largest debit balance for non-plant unprotected EDIT related to 
pension benefits. The Public Staff stated that it reviewed the causation of the debit balance for the 
aforementioned.account.and detennined that the debit balance was due to the status of funding for 
the Company's pension plan. The Public StalT further stated that as of December 31, 2017, the 
Company's projected benefits obligation,from its pension plan was larger than the amount that had 
been funded for the plan, resulting.in a net pension liability on the Company's books. The Public 
Staff observed that this in tum resulted in a deferred tax asset on the Company's books, and thus 
an EDIT asset. The Public Staff stated that it s1,1bmitted a data request to DENC on this matter. The 
Public Sta:ffmaintained that-after further discussions·with DENC in regard to its response, and in 
recognition of the fact that differenl'companies may well calculate the split between plant-related 
protected and Wlprotected EDIT using different analyses and methods, the Public Staff accepted 
the Company's division of plant-related EDIT betweeri protected and unprotected components, 
which, results in the Wlprotected portion having a-relatively<small debit balance. 

Based on all of the evidence of record in this case, the Commission finds that it is 
appropriate to accept the Public Staff Stipulation concerning the Tax Act issues. The ratemaking 
treabneint of federal EDIT, including Rider EDIT presented in the Public Staff Stipulation, is just 
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and -reasonable to all parties in light of all the evidence presented. In. reaching its .decision, the 
Commission,gives substantial weight to DENC witness McLeod!s stipulation-testimony. 

Further, altho~gh n0t'specifically outli11_ed in the Public Staff S_tipulation, it is app_ropriate 
that in this proceeding DENC's fully-adjusted cost of service includes the income. tax benefit 
arising from the .. annual amortiz.ation• of federal• protected EDIT during the test year, thereby 
incorporating a going-level of federaJ -protected EDIT amortization in base non-fuel 'rates, in 
accordance with the IRC's nonnalization rules. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 32-34 

The evidence. supporting these findings of fact and· COnclusions is found in the verified 
Application; the· direct •testimony and exhibits of Company witnesSes Petrie and Haynes; the 
supplemental testimony of witnesses Petrie, Haynes, and McLeod; .the additional .supplemental 
testimony of .witness Haynes; the testimony and exhibits of Public staff witnesses Floyd and 
Johnson; the Public Staff Stipulation; and·the entire record in,thi.!rp"roceeding. 

•Summary of-the Evidence 

In his direct testimony/Company witness Petrie presented an estimate of DEN C's adjusted 
system fuel expense for the period July I, 2018-June 30, 2019, of$1.803 billion, which was used 
by Company witness Haynes to estimate-the anticip<1:ted redlJction ·m theJuel factor rate. He also 
,estimated a cumulative fuel under-recovery position for the 12-month·test period ending June 30, 
2_019,, of approximately $1-3 million, and described DENC's forecasted fuel expense over
recoveries for the second half of 201-9 and how those over-recoveries could offset the expected 
under-recovery HS-of June 30, 2019; Tr. Vol. 6; 345-50~' 

Witness Haynes calculated the projected nonnalized North·Caroliilajurisdiclional average 
fuel factor and differentiated that rate by voltage for each class. These calcU1ations were consistent 
with the methodologies· used in-the-Company's_ ~018' fuel case, except that he updated ·.the-~lass 
exp~sion factors for 2018. Witness Haynes also presented DENC's ·projected EMF and total 
Projected change in• its foe) factor to be filed ir:i its•20l 9 fuel proceeding. Tr. vol.A, 397-400. 

Witness Petrie:: _also,.testified that the Company evaluated the current Marketer Percentage 
calculation and updated the calculation based on the PJM State ofthe'Market Reports for·2017 
and2018 using the same averaging method applied in the 2018 fuel Case and the 2016 Rate Case. 
Using this method, witness Petrie calculated an updated Marketer Percentage of 71 %. 
Tr. vol. 6; 345-50. 

In his direct testimony, witness McLeod testified that adjustments to purchased energy 
expenses reflect an updated Marketer Percentage of71% supported by Company witnes::,; Petrie; 
Witness McLeod stated that the.base fuel.rate revenue requirement in the supplemental filing will 
reflect the.71 % Marketer Percentage. Tr. vol. 4, 245. 

In his supplemental testimony, Witness Petrie presented an.updated'adjusted total system 
fuel expense for-the 12-month period ending June 30, 2019, of $1.78 billion, 'based,on ·th_e 71,% 
Marketer·Percentage proposed in-the Company's Application. Tr. vol. 6, 355-56. 
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In his direct testimony, Company witness Haynes _testified that while the Company's foel 
factor is adjusted annually by the Commission between genera] rate cases, the Commission also 
resets the Company's base fuel factor in each base rate case as required by subsection (t) of the 
North Carolina fuel factor statute, N.C.G.S. § 62-133.2. Company witness Haynes propo_sed .to 
initially set a placehc;,ldcr base fuel rate for each class based on the fuel factor approved in the 
Company's 2018 fuel adjustment case, Docket No. E'22, Sub 558 (2018 Fuel Case). He further 
testified to the Company's proposal to set Rider A - Fuel Cost Rider to zero beginning 
November 1, 2019, and to•use the fuel rate as approved in the 2018 Fuel Case, differentiated by 
class, as the placeholder base fuel rate in each of the rate.sched_ules. Witness Haynes stated that 
the Company planned to update the placeholder base fuel rate after the Company·filed its annual 
fuel factor application in August 2019. Tr. vol. 4, 397-98. 

In his supplemental testimony; Witness Haynes updated the placeholder base fuel rate and 
proposed a new rider, decrement ruder Al, which the Company planned to file in its August 2019 
fuel factor application. Witness Haynes testified that because the Company was anticipating an 
over-recovery of fuel expenses for the period of July 2019 to-December 2019, and to mitigate the 
effect of the November l, 2019, non-fuel base rate increase on customers' rates, 'the Company was 
proposing to implement a three~month decrement rider, Rider Al. Witness Haynes testified that 
ruder Al would allow for a seamless, no'impact transition of total fuel rates between November l, 
2019, and February 1, 2020, based on the Company's anticipated fuel factor filing. Finally, he 
explained that the Company anticipated making an additional supplemental update in this 
proceeding to calculate the revised base fuel rates by customer class using the infonnation in the 
Company's August-2019 fuel factor application. Tr. vol. 4, 416, 423-24. 

In his additional.supplemental testimony, witness Haynes used the updated adjusted total 
system.fuel expense presented in the Company's 2019 fuel-factor filing to calculate a jurisdictional 
average base fuel' factor of 2.092¢/kWh. He also used the revised Rider A rate of zero, to be 
effective.on-November I, 2019, consistent with the Company's 2019 fuel factor filing. Finally; 
witness Haynes expJained that the amount used for decrement Rider A 1 was based on an estimation 
that the Company will over""recover fuel expenses from July through December 2019 by 
approximately $11.8 million, with the rider being the difference between the proposed 
February l, 2020, Fi.Iel Rider B EMF Rate and the current EMF Rider B rates that became effective 
on February 1, 2019. Witness Haynes stated that including the proposed base fuel rate, the 
proposed Fuel Rider A re-set to 0.000¢/kWh, the proposed Rider Al rates, and the present 
EMF Rider B, th_e Company proposed to implement a jurisdictional .average total fuel rate of 
2.105¢/kWh on November I, 2019, a decrease ,of 0.425¢/kWh compared to the present 
jurisdictional average total fuel rate of 2.530¢/k.Wh. Tr. vol. 4, 428-31. 

Public Staff witness Floyd testified the Public Staff did not have any concerns with the 
Company's proposecl fuel rates for purposes of this proceeding ~d that the Public Staff would 
address any concerns with fuel rates in the 2019 Fuel Case proceeding in Docket No. E-22, 
Sub 579. Witness Floyd also stated that the Public Staff did not oppose implementing the 
Company's proposed·total fuel rate as part of the interim rates on November 1. 2019, along with 
the proposed decrement Rider Al. Tr. vol. 6, 81-83. 
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In her testimony, Public Staff witness Johnson adjusted· the.fuel clause expense to reflect 
the base· fuel rate and Rider A as set forth 'in the additional supplemental testimony ,of DENC 
witness Haynes, and recommended by Public Staff witness Floyd, subject to the outcome of the 
Company's currently ongoing fuel proceeding in Docket No. E-22, Sub 579. Witness Johnson 
stated that this adjustment resulted in a decrease of$2.155 million from the fuel expense originally 
included in the Company's Application. Tr. vol. 6, 39. 

Section V.A of the Public Staff Stipulation provides that a decrease of $2.155 million in 
the Company's base fuel revenue requirement,jncorporating the base fuel rate and Rider A as set 
forth in the additional supplemental testimony of Company witness Haynes and recommended by 
Public-Staff witness Floyd, was appropriate to be included in·the Company's base rates, subject to 
any adjustment based on the outcome of the Company's ongoing 2019 Fuel Factor proceeding. 
The Stipulating Parties also agreed that decrement Rider Al, equal to (0.375¢/k.Wh) on a 
jilrisdictional basis, is appropriate to become effective on November 1, 2019. 

Discussion and Conclusions 

Based on all the evidence in this proceeding, the Commission finds and concludes"that the 
stipulated juriSdicti0nal average base fuel factor of 2.092¢/k.Wh, including the regulatory fee, is 
just and reasonable.for DENC and ratepayers in this case. Further, the jurisdictional average base 
fuel factor should be differentiated between customer classes on a voltage basis, as provided on 
Company Additional Supplemental Exhibit PBH-1, Schedule I, Page 2. 

Finally, the Commission notes that no party opposed the Company's proposed Marketer 
Percentage. Based on all of the evidence in this proce~ding. the Commission finds and concludes 
that effective February l, ~020 a Marketer Percentage·of71%, should be applied to appropriately 
dctenninc the-fuel cost component of energy purchased for which the fuel cost is unknown, and 
shall remain in effect until approval ofa new Marketer Percentage in the Company's 2021 fuel 
factor filing, or next general rate case, whichever is earlier. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.'35-39 

The evidence supporting these findings of fact and conclusions is found in the verified 
Application and exhibits, the Public Staff Stipulation, and the testimony of Company witnesses 
Miller and_ Haynes, Public Staff witness Floyd, Nucor witnesses Thomas and Wielgus, CIGFUR 
witness Phillips, and the.entire record in this proceeding. 

Summary of the Evidence 

The Company's Application, as supported by Company witnesses Miller and Haynes, used 
the Summer/Winter Peak and Average (SWPA) cost of service methodology to allocate production 
and transmission plant costs for both the North Carolinajurisdiction and the North Carolina retail 
customer classes. The SWPA method recognizes two components of providing service to 
customers - peak demand and average demand - when detennining,the responsibility for costs of 
production and transmission plant and related expenses. The peak demand component.takes into 
account the hour when the load on the system is highest during both the summer months and the 
winter months. The average demand component· recognizes that there is a,load incurred by the 
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system over the course of all hours during the year. The average demand is detennined based upon 
the total energy provided to the customers during the year divided by the total number of hours in 
the year. The average component is then weighted by the system load factor, and .the peak 
component is weighted by 1 minus the system load factor. The load factor is calculated by taking 
the Company's ac;tually experienced average demand divided by its actually experienced peak 
demand during the test year. 

Witness Miller explained that DENC devcloped,and presented in its Form E-1, Item 45, 
the "per books," annualized, and "fully-adjusted" jurisdictionaJ and customer clruis cost of service 
studies for the test year ended December 31, ·2018. Witness Haynes explained that in developing 
the SWPA cost of service study (COSS), the Company also made,two adjustments in the course 
of calculating-the SWPA allocation factors. The first is an adjustment to the Company's recorded 
summer and winter peaks to recognize and.add back the kW generated by NUGs interconnected 
to DENC's distribution system that are not included·in those values. Witness Haynes testified that 
this,adjustment was approved by the Commission in the Company's 2016 Rate Case. The second 
is an adjustment to remove the demand and energy-requirements of three customers, one wholesale 
customer, NCEMC, and two large industrial customers in the Company's Virginiajurisdiction, for 
whom the obligation to .provide generation service has ended or will end during 2019. 
Tr. vol. 4, 374. 

Witness Miller testified· that the objective of jurisdictional and customer class cost of 
service studies is to determine the allocation ofa share of the system's revenues, expenses, and 
plant related to providing service. across multiple jurisdictions. Certain items can be assigned 
directly to the jurisdiction and classes based on the utility's records, but other items are not directly 
assignable and must be allocated. Witness Miller stated that in this proceeding, the Company 
allocated its production and transmission plant and expenses using the S WP A cost of service 
methodology. He noted that·the Commission·has approved DENC's use ofthe.SWPA method in 
DENC's last.six general rate cases, dating back to '1983, including the 2016 Rate Case. Witness 
Haynes testified that the SWPA allocation method is consistent With the manner in which DENC 
plans and operates its system. Specifically, the "'Summer.and Winter" peak component recognizes 
the total level of generation resources necessary to serve the system peaks, while the average 
component recognizes the type of generation serving customers' energy needs year..:round. 
Id. at 371-73, 502-10. 

Witness Haynes aJso emphasized that use of a single peak or other peak-only methodology 
could allow certain customer classes that have zero demand during the peak hour(s) of the year to 
fully avoid responsibility for production plant costs. Witness Haynes explained ,that a common 
example is streeUights that nonna11y do not operate during peak hours. Witnc;ss Haynes also 
highlighted the NS.Class as another example W1ique to DENC's North Carolina jurisdictional load. 
Witness Haynes explained that Nucor, the only custorp.er in tho NS Class, has an average annual 
demand throughout the year of approximately 106 MW, while Nucor's average of its summer 
(July 2, 2018) and winter (January 7, 2018) coincident peak demands is approximately 42 MW. 
Witness Haynes explained that without recognizing an average component in the cost allocation, 
this customer class would "pay" for only 42 MW and escape cost responsibility for an average of 
64 MW for the rest of the year (i.e., the average demand of 106 MW less-the allocated demand of 
42 MW). Witness Haynes explained that by recognizing both the energy needed to serve load at 
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the peak hour, as well as energy-consumed throughout the year, the SWPA method·auocafes some 
portion,oftliese "system costs to all customers, including those customers that can reduce their peak 
~em~d and those,that-ma)' not-place a demand on the system during•,the rcspective·summer and 
winter peak hours. Such customers still use and receive tJie benefit of the Company's investments 
i □- piocluctiolr assets b)' paying lower energy ,costs, specifically fuel costs, during all other hours. 
Id. at371-74., 

Public-Staff witness Floyd agreed with -the Company's use of the SWPA cost of service 
methodology in this proceeding becau_se it appropriately allocates the Company's production plant 
costs-in a way tha!-IJI.Ostaccurate_ly. reflects the Comp_any.!s generation planningand operat_ion.:He 
testified that unlike other methodologies that allocate all of the production plant costs based on a 
·singlecoindd•:mt peak oron a·series of monthly peaks, the SWPA methodology recogni~ that a 
portion of plant costs, particularly for base load generation, -is incurred to meet annual energy 
requirements throughout the_year and not solely to meet peak demand·at a particular time, Witness 
Floyd also stated thal _the,Public Staff agrees with DENCs proposed-adjustments to the COSS as 
appropriately recognizing the -impacl of distribution connected NUGs and the· removal of 
wholesale contract l_oad in 2020 on DENC_'s utility system. Tr. vol. 6,.68-72. 

CIGFUR witness ·Phillips testified· that the·"SWPA method is inconsistent with. both 
DENC's method ofplarining for future capacity requirements, and the increase in-the portion-of 
its·genera~ing mix represented by natural gas, as outlined in its _2018 IRP. Witness PhilliJ)s also 
claimed that.the SWPA method over-allocates cost to large, high.load factor.customers without a 
Symmetrical fuel cost allocation: Witness Phillips advocated for the use of the Summer/Winter 
Coincident Peak (S/W CP},cost of.service methodology as consistent with system planning and 
cost causation ·principles, arguing that the S/W CP corrects over-allocatioru· of·costs to large, 
energy· intensive industrial customers, such• as those on the Companls· Schedule 6VP. 
Id. at 422-25. 

Nucor witness Wielgus did not recommend tha~ the I-Coincident Peak (1-CP) 
methodology be used.in the cost of service study in. this proceeding, but he.did recorrimend that 
the.Commission examine in a fonnal proceeding whether using a 1-CP or 5-CP method inst~d:of 
th~ Company's proposed SWPA would ·be most appropriate-for DENC given the way that PJM 
uses coincident peaks -and that Duke Energy conducts its cost of service, studies. for its North 
Carolina jllrisdiction. Witness Wielgus argued ¢at .the SWPA fails to properly recognize the 
system's need for.generation and is not consistent with the Company's primary.need-for generation 
capacity; which is to. serve, its annual peak demand. Witness Wielgus also argued that the 
.SWPA method fails to recogniz.e the system-benefits associated with.the NS Class. In particular, 
witness.Wielgus noted that Nucor's facility comprises approXimately 20% of.the Company's load, 
has· a high load factor that is beneficial to the Company's syste_m .operalions ancJ corresp()ndiiig 
costs,.and the service-to Nucor is·not finn and Nucor must curtail if called upon to do so. Witness 
Wielgus Calculated a value of the. capacity that is avoided when Nucor is curtailed based ·on its 
peak load·of 172 MW and its load during the swnmer and winter peak hours of 42 MW and claimed 
that ifNucor. were.a firm customer, the Company Would have-to.secure an additional 129 MW of 
capacity every day of the year at an apnual cost-of $5.7 million. /d .. at 378-400. 
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Nucor witness Thomas presented.two variations on the allocation of production costs using 
a 1-CP model and a re-weighted'Summer/Winter Peak and Average (rcweighted SWPA) model. 
Witness Thomas explained that for the 1-CP model he replaced the SWPA allocator with the single 
highest coincident peak demand, which in this proceeding was the winter peak demand net of 
North Anna. In the.reweightcd SWPA,witness Thomas explained that he used a·60% weight for 
the swnmer/winter peak demand component and a 40% weight for the average demand (energy) 
component. Witness Thomas concluded that under the l.;.CP scenario, Nucor would have a relative 
rate o(retum (ROR) index before the revenue increase of3.I0, which is·,significantly higher than 
the 0.84 index computed by the Company under its SWPA scenario. In,the reweighted SWPA, 
Nucor has a relative ROR of 1.20 before the revenue increase. Finally, he explained that to achieve 
a ROR index 0f0.80 for S_chedule NS, as the Company's SWPA methodology does, Nucor's base 
revenue would have to decrease by n_early $10.5 million under the 1-CP scenario and $2 million 
under the reweighted SWPA scenario. Id. at.404-08. 

Company witness Haynes extensively addressed and rebutted the cost of service arguments 
of witness Phillips on behalf ofCIGFUR and witness Wielgus on behalf of Nucor in his rebuttal 
testimony. Witness Haynes explained that the SWPA method reasonably and appropriately 
recognizes the two ~omponents of providing service to customers, peak demand and average 
demand, an~ is consistent with the manner in which the Company's planning department plans for 
and meets DENC's system needs, taking into Consideration the need both to meet peak demands 
and to provide resources that can be operated to serve customers· throughout' the year. The 
Company's SWPA"cost of service study followed the same approach for Schedule NS (as well as 
all other classes) used in the cost of service studies filed·and approved in DENC's three most recent 
rate cases, Docket No. E-22, Sub 532 in 2016, Sub 479 in 2012, and Sub 459 in 2010. Specifically, 
as described by Company witness Haynes, the Company used both a summer and winter peak 
demand for the NS Class that reflected Nucor's measured demand and recognized the interruptible 
nature ofNucor's arc furnace pursuant to the confidential tenns and conditions of the Company's 
contract with Nucor.The 42 MW of peak demand assigned to.the NS Class represents.the average 
of the winter and summer peaks of the NS Class at the time of the test year system winter and 
summer peaks. These peak demands were used to develop ·the production plant and transmission 
related demand allocation factors. 

Witness Haynes explained that'the "Summer and Winter" peak component-recognizes the 
total level of generation resources necessary to serve the system peaks, while the average 
component recogni_zes_ the dispatch of different_.types of generation providing the system with low 
cost energy year-round. Witness Haynes pointed to the. Company's recent addition of the 1,588 
MW Greensville County CC, as well as the Company's historical invesbnents in its baseload fleet 
as production-related plant operated throughout the year to provide baseload energy to the 
Company•s··eustomers. Witness Haynes also specifically pointed to the Company's investment ill. 
nuclear plant at the end of 2018 that represented approximately 2(i% of the total production plant 
invested. He also reiterated the Commission's consistent support for the Company's·continued use 
of the SWPA methodology as the proper method.to assign production plant costs to all customer 
classes, including the Schedule NS Class. Tr. vol. 4, 436-47. 

Witness Haynes testified that the S/W CP methodology advocated by CIGFUR witness 
Phillips is not reasonable or appropriate for DENC because its reliance on only the two hours of 
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DENC'.s summer and winter peaks is inconsistent with the way DENC plans and operates its 
system to .meet the, system peaks- and deliver low cost energy througf:iout the year_. He also 
e:-;:plained that use of the S/W CP would result in a significant shift of costs to the residential.class. 
Id. at 437-38. 

Witness Haynes also_testified that wilness Wielgus' recommendation that the Commission 
examine in a fom1al proceeding whether using a 1-CP or ·s-CP method iru.tead of the SWPA would 
be most appropriate.for DENC'is misplaced. Witness Haynes.argued that·such'a method Would 
increase the total North-C_arolinajurisdictional revenue req_ui_rement and significantly shift costs to 
the residential ,class· while· benefitting Nucor and the LGS and 6VP classes. Witness Haynes 
testified that regardless Of the methodology approved by the Commission for use by Duke Energy; 
it is- appropriate for the Commission to:coru.ider the usage characteristics of customers and the 
gene~ation system'-s planning and operation for each utility to,df:termine an-appropriate·allocation 
method, rather than'not uniformly applying a,particular method t(rall,utilities. /d at 437-66. 

With respect-to. witness Wielgus' recommende~ modifications to the weighting of the peak 
demand and- average· components· in- the. SWPA method as proposed. by the Company; witness 
Haynes stated that the modifications are ~ot consistent with the way customers use the Company's 
production and transmission·systems and would result.in a shift in cost responsibility from Nucor 
and other.non-residential classes to .. the residential class, resulting in _a higher increase in rates foi' 
residential.customers than proposed,by the Company. Id 

Witness'Haynes also responded to witness Wielgus',claims regardirig the benefits provided 
by Nucor to the Company's system, st!ting that the service arrangement with Nucor only requires 
a partial curtailment of its furnace load but not its totaJ l_oad·and the Company is restricted in the 
number of hours s·uch load can b~ curtailed. H_e noted 'that while Nucor'S. load factor may be 
considered'high_er than load factors·for residential and small general service classes, it is not in the 
range of higher load factor customers in the LGS class. Witness Haynes also performed analyses 
of the value of Nucor':s avoided capacity to the Company, concluding-· that while there was 
considerable'value of,curtailment t6 be considered in,setting.rates, the value was not as.high as 
calcu_lat~d· by witness WielguS; Witness Haynes.also,analyzed the benefit.to the North Carolina 
jurisdiction and Nucor ·of recognizing Nucor's actually-curtailed peak load under the SWPA 
method. -He concluded that recognizing Nucor's curtailed demand 'in developing the allocation 
methodology provides a significant'and properly recognized financial benefit,-.to Nucor, as well _as 
a lower overall ailocation of system costs to the North Carolina jurisdiction. He explained·.thauhe 
Company's SWPA allocation fac;:tors were caleulated in a reasoncible manner·- consistent with the 
principles approved 'in DENC's 2016 Rates.Case - that appropriately recognizes the value ,of 
Nucor's interruptibility to the ~ystem and does not overstate cost or understate returns for the North 
Carolina jurisdiction and·its customer classes. Id. 

In the Public Staff Stipulation, 'the Stipulating Parties ~greed that the Company's SWPA 
methodology qalculated using the· system l_oad factor to weight the average-~mponent and (I -
system load factor) to,weight the peak.demand component is appropriate for use in allocating-the 
Company's per books cost pf service to the North Carolinajurisdiction·and between the customer 
classes in this case. The Public Staff Stipulation also agreed to the two a_djustments made in,the 
course of calculating the SWPA as described above. 
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The CIGFUR Stipulation states that. for purposes of settlement only, the parties agr'eed that 
the Company's SWPA methodology, calculated using the syste_µi load factor to weight the average 
component and (1 - system load factor) to weight the peak demand component is appropriate for 
use in allocating the.Company's per books cost ofs_ervicc t9 the North Carolinajurisdiction:and 
between customer classes in this case; The CIGFUR Stipulation also pro_vides that the parties agree 
to the two adjustments the Company made in the course of calculating the SWPA. The parties did 
not reach a compromise on the total base revenue increases the Company proposed to assign to the 
LGS and 6VP customer classes or- the Company's proposed rates ofretum for the customer classes. 
The-parties agreed that in the next general rate case, the Company would file the results ofa class 
cost of service study with production and transmission costs allocated on the basis of the 
Summer/Winter Coincident Peak method in addition to the SWPA used in this proceeding·and 
consider such results for the sole purpose of apportionment of the change in revenue to the 
customer classes. TI1ey also agreed that considering that no customers have taken serviee under 
the pilot RTP· rates filed' by the Company and approved by the Commission in Sub 532, the 
Company will work with CIGFUR to consider whe_ther.certain provisions within those rates should 
be modified. lfthere is mutual agreement between CIGFUR and DENC to such modifications, and 
CIGFUR indicates that at least one of its member customers is willing fo tak_e service under su_ch 
rates, DENC agrees to•re;.fi}e such rates with the·Commission for approval with-the modifications 
agreed Upon within 60 days of such agreement. 

At the hearing, on redirect examination witness Haynes testified that under the alternative 
cost allocation methodologies proposed by Nucor and CIGFUR, Nucor would receive a rate 
decrease, and the residentia1 class would receive rate increases ranging from approximately 
$20 million to $63 million, as··compared to the $17 million increase provided in the Company's 
supplemental filing. Tr. v·oJ..5,.48-50. 

Discussion and Conclusions 

The Commission finds and concludes that DENC has carried its burden of proof to show 
that the Company's SWPA methodology is the most appropriate cost· of service methodology to 
use in this proceeding to assign cost responsibility for production plant to the North Carolina 
jurisdiction and the Company's customer classes. On this issue, the Commission·gives substantial 
weight to ·the testimony of Company witnesses Haynes and Miller and _public Staff witness Floyd, 
and both Stipulations. The cost ,of service methodology employed in establishing an electric 
utility's general rates should be th~ one that best detennines the cost causation responsibility of 
the jurisdiction and various customer classes within the jurisdiction based on the unique 
characteristics of each class' peak demands and overall energy consumption. Witness Haynes 
testified_ extensively that the Company's investments in generating plant, including the recently 
placed in service Greensville CC, are designed to meet the Company's system peaks and to deliver 
low cost energy throughout the year. Witness Haynes explained that the SWPA methodology 
appropriately recognizes that DENC's system planning is designed to meet both the Company's 
peak and average system ·demands and energy needs of customers throughout the ·year. Both 
Company witnesses Haynes and Miller and Public Staff witness Floyd testified that the SWPA 
method appropriately matches allocation of production plant with DENC's generation planning 
and operations. The CommisSion finds that, for purposes of this proceeding, the SWPA cost of 
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service methodology properly recognizes the manner in which DENC plans and operates its 
generating plants to provide utility service to customers in North Carolina. 

Based on the facts in this case, a methodology that does not properly consider the effect of 
overall energy consumption, but focuses mainly on peak responsibility, such as the 
1-CP·methodology, would not properly represent the way in which the Company plans for and 
provides its utility service and the way customers use that service. The Commission is not 
persuaded that either the S/W CP methodology or the 1-CP methodology is appropriate for the 
Corripany in this proceeding, nor does the Commission see the need to open a fonnal proceeding 
to investigate the implementation of a 1-CP or 5-CP methodology for DENC in future rate cases. 
The disparity between allocation factors for peak demand-related factors and. energy-relaled 
factors is apparent for each methodology, with the SWPA resulting ·in the most equitable sharing 
of the rate of return among DENC's customer classes in this "case. Because the Commission finds 
that the SWPA method is not unreasonable or flawed, the Commission does not find Nucor witness 
Wielgus' arguments as to the inappropriateness of the SWPA methodology proposed by the 
Company in this proceeding persuasive. The Commission also continues to find and conclude that 
cost allocation does.not lend itselfto·a one size fits all approach, and the specific circumstances of 
each.utility must be considered when determining the appropriate cost allocation,methodology for 
that utility. 

Based on the stipulations and the testimony, the Commission also finds that including the 
distribution-interconnected NUG generation in the average portion of the SWPA, but not including 
this NUG generation in the Company's recorded summer and winter peaks creates a mismatch 
between the peak and average components of the Company's SWPA COSS. 1l1e Commission 
concludes 'that the Company's adjustment to the swnmer and winter peaks to recognize the 
NUG generation at the dislribution level appropriately recognizes the impact those NUGs have on 
DENC's utility system and is approved. 

Based on the stipulations and the testimony, the Commission also finds that the adjustment 
to remove demand·and energy requirements oflhree customers for whom the obligation to provide 
generation service has ended or will en:d in ·2019 is appropriate. 

Based on the evidence in this proceeding, including the stipulations, the Commission finds 
and concludes- that the greater weight of the evidence shows that the SWPA eost of service 
methodology provides the most appropriate methodology to assign fixed production costs by 
incorporating DENCs· seasonal peak demands at the two single hours they occur and by 
incorporating the total energy ~onsumed by thejilrisdictfon.and customer classes over all the other 
hours of the year. In addition, the Commission finds good cause to require that the Company should 
continue to file a cost of service study using the SWP A methodology annually with 
the Commission. 

Moreover, as a result of the opposing testimony between the DENC and CIGFUR 
witnesses, the Commission finds and concludes that the CIGFUR Stipulation is the product of the 
give-and-take between the parties during their settlement negotiations in an effort to appropriately 
balance DENC's usage of the SWPA and CIGFUR's desire to investigate a different methodology 
For the sole purpose of apportionment of the change in revenue to the customer class~s in the next 
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general rate case. 'The Commission finds and concludes that the CIGFUR Stipulation was entered 
into by the parties after substantial discovery and negotiations, and that it represents a proposed 
negotiated resolution of the matters in dispute in this docket. As a result, the CIGFUR Stipulation 
is material evidence to be given appr6pri~te weight in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 40 

The evidence supporting this fi11ding- of facf and conclusions is found in the verified 
Application, the testimony of Company witness Ha)'nes, Public Staff witness Floyd, CIGFUR 
witness Phillips, Nucor witness Wielgus, the Public Staff'Stipulation, and the entire record in 
this proceeding. 

Summary of the Evidence 

Th(:: Application and testimony and exhibits of Company witn~ss Haynes explain how 
DENC proposed to apportion the jurisdictional revenue requirement established using the 
Company's SWPA jurisdictiona1 and class COSS among the customer classes. Witness Haynes' 
testimony and ~xhibits assigned the revenue requirement to specific rate schedules and then 
calculated the percent increase that customers on each rate schedule would experience. 

In apportioning the revenue requirement among the customer classes, witness Haynes 
identified general and class-specific principles that the Company used to equitably distribute the 
base rate revenue increase, including: (1) all classes should sbare in the non-fuel base rate revenue 
increase in a manner that moves each clas.s of customers closer to parity with the North Carolina 
jurisdictional ROR; (2)'generally, ifa customer class has a ROR·index less than 1.00, Such class 
should receive a percentage.increase that is greater than the overall jurisdiction percentage base 
rate increase. If a customer class has a ROR index greater than 1.00, such class should receive a 
percentage increase that is less than or equal to .the overall jurisdiction percentage base rate 
increase; (3) for classes outside ofa reasonable return index range of0.90 and 1.10 (Parity Index 
Range), an effort must be made to more reasonably align the rates customers pay with their 
responsibility for,coSt; even if the index achieved after apportionment sti_ll remains outside of the 
Parity Index Range; ( 4) for purposes of apportioning the increase for the LOS, 6VP, and 
NS cl;isses, which include the Company's large non-residentia1 customers; in addition to the class 
rates ofretumand resulting indices, consideration should also be given to the appropriate increase 
for these customer-classes based upon certaiD"non-c9st factors that support a lesser increase for 
large industria1 customers with high load factors; and (5) for purposes of apportioning the increase 
to the NS CJass, the Company recognized the need .to equitably address the unique nature of the 
Company's electric service arrangement with its largest and most eriergy-intensive customer, 
Nucor. Tr. vol. 4, 384-87. 

Specific to the non-cost considerations that DENC took into account in apportioning the 
revenue increase among the industria1 customer .clas~es, Witness Haynes testified that he 
considered the-quantity and timing of large industrial manufacturing_customers' electric usage in 
their industrial operations, as well as factory utiliz.atiori and the economic vitality of the Company's 
North Carolina service territory, as it relates to these industria1 customers. Witness Haynes 
presented a summary table of the Company's allocated rate base, class rate of returns, 
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apportionment ofthe·Ilon-fuel base rate increase, _and·the clas5- rates·of return after apportionment 
Witness· Haynes further detailed

1

the proposed apportionment by class and explained'that while the 
Company's customers wou)d·experience an increase in non-fuel base rates, this increase Would be 
substantially mod~rated after taJcing into account certain reductions, like that anticipated for the 
fuel component·ofrates. Id. at 378-95. 

After explaining how the proposed m:;m-fuel base revenue increase was·apportioned_ across 
customer classes, witness Haynes discussed how the components ofU,e rate schedules are adjusted 
to achieve tlie non-fuel .base rate increases. Witness Haynes stated that the target perceritage 
increase listed by cl~s·in his summary table is .,ipplied to the total present revenue to calculate the 
target revenue increase· for the rate schedule. Further, witness Haynes explained, a factor is used 
to adjust each rate component and_ applied to the present rates to develop a proposed rate-that would 
result in the proposed revenue requirement. Witness Haynes notedJhat this.infonnation is included 
in Columns (7) through (14) of the Company's Form E-1 Item 42a summary sheet. FinalJy, witness 
Haynes noted that the rate deSign method used in this proceeding-generally produced-a proposed 
customer charge l~ss than the fully-supported customer -charges presented by witnes·s Miller. 
Id. at 395-97. 

In his testimony, Pllblic Staff witness Floyd disagreed With,the.Company using only the 
base non-fuel-revenue·to calculate class rate of returns Hild instead recommended tiiat-DENC use, 
both base· fuel and base non-fuel revenues to determine base revenue assignment. Witness,Floyd 
testified that. consistentwith pastrate cases, several principles should be taken into account-when 
apportioning any combined base fuel and,ba5e non-fuel revenues among the,Various classes, ~I of 
which attempt to assign the revenue requiI"ement to each.customer class in an equitable and fair 
manner-and to minimize rate·shock to any indiVidtJal-class. Finally, witness Floyd eX.plained th.it 
because the Public-Staff recommended a-total revenue decrease, a!I of the traditionaI·principles the 
Public Staff'rely on- in apportioning· the revenue requirement are not necessarily applicable. 
Witness Floyd testified thaflt is Still appropriate to focus on addressing any disparities in the class 
rate of returns when apportioning th~ d~crease, but any individual cu_stomer class.revenue decrease 
should be limited so that no. individual customer class.-sees an increase in its assigned revenue 
requirement. Tr. vol. 6, 72-77. 

In his.testimony; Nucor witness Wielgus disagreed with witness Haynes' rate design as it 
relates to Nucor and the proposed 0.80 rate of return index for the Schedule NS class. Witness 
Wielgus recommended that the percentage increase ih base rates to Schedule NS should·not exceed 
the average ,of the percentage, increases applied to rate schedules in the LOS and 6VP· classes: 
Id. at 393-96. 

In his testimony, CIGFUR witness Phillips noted·that the Company's proposed distribution 
of the revenue increase moves the rate of return for the 6VP and the LGS classes closer to cost and 
the system average rate of return. Witness Phillips recommended that because the,,company's 
propo.Sed method of distributing.the requested increas'e·to classes. moves rates closer to cost in a 
meaningful manner, it should be implemented as prop9scd. Id. at 417-22. 

In his rebuttal testimony, witness Haynes noted that witness Phillips' comment that ·the 
6VP class·has been providing .. excess returns"·to DENC, and pointed out that the same is true for 
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the LGS clas1> and that both classes are important to the Company's North ·Carolina service 
territory, with rate,of retum,indices well above the Parity Index Range.at 1.33 for the LGS class 
and 1.22 for the 6VP class. Witness Haynes explained that the Company considered U,e nature of 
these customers' usage, as well as concerns Sbout the economic competitiveness of industrial 
customers and the need to·maintain the economic vitality of the Company's North Carolina service 
territory. He pointed out' that in ,the 2016. Rate Case, the Company gained approval Of Rate 
Schedule 6L to help large high load factor customers who may utilize their plant efficiently-·in 
multiple daily shifts. Tr. vol. 4, 481-83. 

Witness Haynes also disagreed with witness Wielgus' recommendation that Schedule NS 
should not exceed the average of the percenlage increase applied to rate schedules in the LGS and 
6VP classes. He slated that the rate,ofretum index for the LGS and 6VP classes is well above the 
Parity Index Range and, given other non-cost factors; these two large industri_il classes should 
receive a very low percentage increase. Witness Haynes further noted that the Company modified 
its posit.ion on the apportionment of the revenue increase to Schedule NS and that the Company 
believes that the Schedule NS class should have a lower rate of return index. Specifically, witness 
Haynes stated that in the 2016 Rate Case, the SchedllleNS class' rate of return index moved froin 
0.43 to 0.74, which represented a move of two-thirds of'the way toward the low end (90% of 
jurisdictional rate of return) of the Parity Index Range, and he noted that prior to the 2016 Rate 
Case based upon the stipulation and the Commission's order and Finding of Fact No. 42, this class 
received a non-fuel base rate increase that moved its ROR index from 0.43 to ·0.75. This moved 
the NS class two-thirds of,the way,toward the,Jow end (90%.ofjurisdictional ROR) of the Parity 
Index Range. Prior to the· 2016 Rate Case, a deficiency had existed for a number of years, as 
reported in the Company's past rate cases and annual jurisdictional cost of service studies filed 
with the Commission. Witness Haynes slated that he discussed the Company's service agreement 
with Nucor and_ provided some reasonable calculations of the value of this agreement jn his 
Rebuttal Schedule 2. In· Rebuttal Schedule 3, he provided an analysis showing how the North 
Carolinajurisdiction is benefitting-from the Company and Nucor having this service arrangement. 
Further, witness Haynes noted that earlier in his direct testimony filed on March 29, 2019, he 
proposed moving tJ:ie Schedule NS class to a ROR index of 0.80. In the .Company's supj,lemental 
filing, Schedule NS had a ROR Index of 0.79 .. Now, considering this, operational' benefit to the 
system and the benefit in cost allocation to the North Carolina jurisdiction because of the partially 
interruptible nature of service to Nucor, witness Haynes stated tha_t-he believes it is appropriate to 
target an ROR index of 0. 75 for the Schedule NS class. He stated that this is a very important large 
industrial customer, and he believes that- this reduction in the recommended ROR index is 
reasonable. Id at 479-84. 

In his· Stipulation testimony, witness Haynes testified that Section VI1 of the Public-Staff 
St.ipulation_presents a just and reasonable approach to establishing-the Company's.North Carolina 
jurisdictional cost of service and. class cost of service for the allocation of production and 
transmission plant costs .and related expenses based on the SWPA allocation methodology. 
Id. at 486-88. 

1 At the hearing, witness Haynes corrected this statement in his tcstimo_ny, which had rererenccd Section V or the 
Public Slaff Stipulation. Tr. vol. 4, at 362. 
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As·contemplated by Section III.D of-llle.CIGFUR Stipulation, counsel for CIGFUR cross
examined. Company witness Haynes On the rate of return index provided for the LGS and 
6VP class~s under the P~blic Staff Stipul11tion. Witness Haynes agreed that these classes will be 
paying rates above cost and beyond the range of reasonableness.but agreed with CIGFUR counsel 
that the increases for these classes are very small. He also pointed out that the terms of the Public 
Staff Stipulation result in.a reduction in the increase in base non-fuel revenue from these classes 
from the Company's initial request. Tr. vol. 5, 40-43. 

The Nucor Steel-Hertford brief states that through the_ testimony filed in this. case, the 
Commission has b_een presented with reasoning justifying an ROR index for the NS class at eilher 
0. 70 or 0. 75 only .1 According to the NuCor brief, there is no reasoning on record ( other than that 
contained in DENC's direct testimony which is superseded by DENC's Haynes rebuttal testimony 
advocating for 0.75) that supports an ROR index. for Schedule NS/Nucor any higher than. 0.75. 
Further, the brief states.that simply put, there is no substantial record evidence supporting an ROR 
index of0;80 for Schedule NS/Nucor. 

Discussion.and Conclusions 

Based· on the Public Staff Stipulation and the evidence in the record, the Commission 
concludes that for purposes of this proceeding it is appropriate to apportion the proposed base fuel 
and non-fuel revenue increase approved in this Order using the· methodology recommended by 
DENC as consistent with the PL!blic Staff Stipulation; In reaching this conelusion, the Commission 
gives·substantial weight to the Public Staff-Stipulation and the full record of testimony supporting 
the Stipulation. In support of the Stipulation, witness Haynes states that while other Company 
witnesses support the reasonableness of the stipulated non-fuel.base revenue increase, he believes 
the Stipulation in Section V Cost Allocation, Rate Design, and Tenns and'Cbnditions, Paragrap_h A 
presents a just and reasonable approach to establishing _.the Company's North Carolina 
jurisdictional cost of service and class cost of service. He explained that this approach includes the 
allocation of production and transmission plant costs and related expenses based upon the 
SWPA allocation methodology calculated using the system load factor to weight the. average 
component and{l - system load factor) to weight the,peak demand component. Tr. vol. 4, 486-87. 

Further, witness Haynes stated that 'the Public Staff Stipulation addresses the 
apportionment· oftheTcvcnue requirement and the design of rates in Section V, Paragraph B. With 
regard to these matters, the Stipulation provides the following according to witness Haynes: 

1. To the extent possible, the Company shall assign the approved revenue requirement 
consistent with the principles regarding revenue ·apportionment described in the 
testimony of Public Staff witness Floyd. 

2. The Stipulating Parties agree that the Company shall· implement the rate desjgn 
proposed by Gompany witness Haynes within his direct testimony, ·fil_ed 

1 See, e.g.,Dirccl Testimony of Paul J. Wielgus at 17-19; Rebuttal Testimony of Paul B. Haynes at 45, linCSS-13, 
an150, lines-2-10. 
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contemporanequsly with the Company's Application in this docket as adjusted by 
this Stipulation. 

3. The Stipulating Parties agree that all classes should share in the base case 
revenue.increase. 

4. In meeting the provisions of 1, 2, and 3 in apportioning the approved revenue 
requirement to the custo_mer classes, awareness and consideration is given to the 
rate of return indexes for the LGS and 6VP classes being above 1.20 and an 
appropriate rate of return index for the Schedule NS class. 

Witness Haynes stated that he considers thc_se provisions of Section V, Paragraph B to be 
reasonable for the purpose of establishing rates in this proceeding. Id at 487-88. 

Finally, based on the entire record in this proceeding, the Commission is persuaded that 
the Company has treated the NS Class and Nucor uppropriately in its cost of service study and that 
no additional recognition of tlie benefits associated with ·the Nucor contract should be made in this 
proceeding. The facts and evidence in this proceeding show that. the Company has consistently 
followed the same approach in this case of recognizing the benefits ofNucor's interruptibility- to 
both Nucor ~d the North Caiolina jurisdiction - consistent with DENC's approach in the 
Company's past three rate case proceedings. Further, the curtailment provisions in the Nucor 
agreement have not been modified since last reviewed by the Commission in 2016. Nucor's 
contract with the Company provides Nucor with flexibility in deciding how and when it consumes 
energy for the vast majority of hours in the year and the Company's treatment of Nucor through 
its SWPA methodol_ogy is reasonable and appropriate. 

Based on the evidence-presented, the Commission co~cludes that the•rate of return indices 
for all of the classes are reasonable and should be accepted. 

EVIDENCE AND CONCLUSION.S FOR FINDINGS OF FACT NOS. 41-43 

The evidence supporting these findings of fact and conclusions is found in the Company's 
Form E-1, the direct testimony of Company witnesses Haynes and Mitchell, the testimony of 
Public Staff witness Tommy Williamson, the Public Staff Stipulation, and the entire record in 
this proceeding. 

Summary of the Evidence 

Cllanges to service regulations 

In his direct testimony, Company witness Haynes testified that Item 39 of the Comp_any's 
Form E-1 shows the Company's proposed changes to each section of the terms and conditions of 
service, alsO known as the Company's service regulations. Specifically, he referenced the p_roposed 
changes to several_ miscellaneous service fees to.cover the-updated cost of service, excess .facilities 
charge percentages, and minor wording changes. Witness Haynes stated that each change is 
accompanied by comments that provide a description of the relevant proposed change. He also 
testified that the Company proposed to wait io implement these changes until permarient rates 
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become effective and the changes are approved by the Commission. Finally, witness Haynes 
confirmed that the non-fuel base rate revenue increase includes the Company's proposed changes 
to the miscellaneous charges. Tr. vol. 6, 383, 408-09. 

No other party testified in:opposition to.the Company's proposed changes to the,terms and 
conditions; and witness Haynes was not cross examined on this issue at the hearing. 

Vegetation ma11agemenl 

Public Staff witness Tommy Williamson described DENC's Vegetation Management Plan 
(VMP). He stated that there have been no significant changes in the VMP since April 2014, when 
it was filed by DENC in Docket No. E-22, Sub 49L Witness Williamson testified that DENC has 
approximately 4,160 miles of distribution right-of-way (R.OW}that it maintains-in North Carolina, 
and that the Company targets to trim approximately 800 miles annually. He further testified that 
the Company trims approximately 1,200.to 1,300-miles of transmission RO\\' annually, with about 
200-300 miles of that work done. in North Carolina~ Finally, witness Williamson stated that 
DEN C's VMP is reasonable in ensuring that all planned miles of trimming are done within the 
appropriate cycle. 

Quality of seniice 

Company witness Mitchell provided testimony regarding DENC's perfonnance with 
regard, to customer service. He testified that the Company's generating fleet has· demonstrated 
excellent-perfonnance results. He also stated that DENC continues to provide excellent custorrier 
service, and that the Company has improved its North Carolina System Average Interruption 
Duration Index (SAIDI) perfonnance, excluding major stonns, by over 20% sin~e 2007, and 
maihtained consistent perfonnance·below 120 minutes·since'2016. Witness Mitchell also testified 
that the Company continues to achieve excellence in customer se·rvice by offering innovative 
solutions. in res~onse to customer expectations, including leveraging technology to perform quick, 
seamless customer transactions. He·noted that DENC customers completed more than 16 million 
online transactions during 201_8 and that u~age of online transactio11s hos increased by 12% since 
2017, He described the Company's promotion of social media interactions with customers, 
including its messages to educate customers on important issues such as energy conservation and 
service reliability. Witness Mitchell also testified about recognition .for outstanding 
perfonnance that the Company's parent, DEi, had received during the. past several years. 
Tr. vol. 6, 169-70, 178-81. 

Public Staff witness Tommy Williamson testified that the Public Staff had reviewed 
service-related complaints received by the Public Staff's Consumer Services Div_ision, the 
Company's· call center operation reports· filed with the Commission, SAIDI perfonnance, and 
System Average Interruption Frequency Index (SAIFI) statistics. Witness Williamson testified that 
the data for non-Major Event Days showed that the Company's SAIDI an_d SAIFI results have 
been stable and slightly improving. He.also testified that the vast majority of inquiries made by 
DENC customers through the Public Staff's Consumer Services· Division were requests· to 
establish or modify payment arrangements, and that no other category of inquiry exceeded 4% of 
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the total. Based on this information, witness Williamson found the overall qi.Jality of electric 
service provided by DENC to retail customers·tO be adequate. Tr. vol. 6, 466-67. 

In Section IX of the Public Staff.Stipulation, the Stipulating Parties agreed that the quality 
of DENC's service is good. 

Conclusions 

The Commission finds and-concludes that'the Company's proposed changes to its service 
regulations,·as included in Item 39 of its Fann E-1, are reasonable and appropriate, and should 
be approved. 

In addition, the Commission finds and concludes' .that DENC's VMP perfonnnnce is 
reasonable and should be accept!!d. 

Further, the Commission finds ·and concludes that DENC's overall quality of service 
is good. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.M--46 

The evidence supporting these findings offact.and,conclusions is found in the testimony 
of Company witness Williams, the Company's 2015 Integrated Resource Plan, thetestimony of 
Public.Staff witness.Lucas, and the ·Public. Staff Stipulation. 

·summary of Evidence 

In_ his direct 'testimony Company Witness Williams· discussed DENC's strategy for 
complying with federal and state environmental regulations. Witness Williams testified that to 
comply witP the CCR Rulci1 and ·the Environmental Protection A.gency's (EPA's) effluent 
limitations guidelines (ELGS),2 the Chesterfield Power Station (Chesterfield) underwent a number 
of wastewater and environmental.'improvements in 2017 .to transition from wet ~Juicing coal ash 
to a·dry ash management system. In order to manage the dry coal ash, DENC constructed-an onsite, 
permitted landfill. Witness Williams stated that the onsite landfill has been receiving dry ash since 
2017. Overal~ witness .Williams testified that the C9mpany's actions to close its ash fiiCilities have 
been reasonable and prudent. Tr. veil. 5, 90, _93. 

Public Staff witness Lucas testified'that in 2015 the Company J,egan rhaking investments 
at Ch~sterfield to comply )Vith the,CCR Rule and the ELGs. These investments are referred to by 
the Company as ·the Chesterfield _Integrated A_sh (CHIA) project. He explained that the CIBA 
projc;:ct included wet to dry conversion of several units, among other things. Witness Lucas testified 
that in June 2015 the Compa11y execute"d an agreement with a contractor to design and build dry 

1
_ Hazardous and Solid Waste_· Management ·System; Disposal of Coal Combustion Residuals from Electric 

Utilities, 80Fed. Reg. 21,301 (Apr. 17, 2015). 

1 Effluent Limi Lations Guideline's and Standards for the Steam Electric Power Generating Point Source Category, 
80 Fed, Reg. 67,837 (Nov. 3, 2015). 
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ash handling facilities for Chesterfield Units·3,.4, 5,.and 6; and ihat the total CHIA_project cost 
was $124.2 ·milli0n. Witness-Lucas further testified that in its 2015 Integrated Resource Plan (IRP) 
thc·Company indicated that Units 3 and 4 would be retired in 2020. Witness Lucas testified·that 
Chesterfield Units 3 and 4 were.retired in March'2018. Witness Lucas testified tha:nhe Company 
should not have made this·long-term.investment in Units 3 and 4 if.they were to remain in service 
for less than fiVe years .. As a result, he opined that the investment made to convert these-two units 
to dry ash .haildling·was not prudent, and he recommended a disallowance of $25.7 mil1ion on a 
s)'stcm-wide bas_is. 

Witness Luc~ calculated the _disallowance based On the ,totaJ generating capacity of 
Chesterfield Uriits 3, 4, 5 and 6, 1'1302 MW, in relation to'the.combinecl.capacity"of.Units 3 and 4, 
which is 270.MW, or 20.7¾ of the total.Chesterfield Units 3, 4, 5 and 6icapacity; Witness Lucas 
applied the 20.7% capacity ratio to the $124.2 million.total cost of the CHIA project to.arrive at 
the recommended disallowance of$25.7 million on a·system-wide basis.,Tr. vol. 6, 189.:.91. 

Witness Lucas also discussed the proceeding in which the Virginia State Corporation 
Commission (VSCC) addressed this issue.1 Jn·its Final Order issue4 on August 5, 2019, the VSCC 
concluded that the costs incurred.by VEPCO for the CCR wet to dry conversions of Units.J and 4 
v.as not reasonable,and prudent, and, therefore, the VSCC denied recovery of those costs. Final 
Order, at 6-9. However, on August 2.3, 2019, VEPCO filed a_Limited Petition for Reconsideration, 
requestjng 'ihat,the VSCC review·its·denial of the conversion Costs for Units 3 and 4~ On August'26, 
2019,.the VSCC issued an-Order Granting Reconsidt,mitioTI"that accepted VEPCO's petition and 
suspended opera~ion ofQte Final Order pending further action-by the VSCC on the.petition.-

Finally, witness Lucas disagreed with DENC witness Williams' contention that-the EPA's 
2015 ELGs forced DENC to convert its·coal plants.to·dry a:sh handling. Witness Lucas testified 
th~t in· September 2017 the EPA postponed the earliest compliance date for the· new effiuent 
limitations and pret_reatment standards for FGD wastewater and bottom ash·transport water for two 
years, from November 1, 2018,-to November 1, 2020. 

In· her testimony, Public Staff witness JohTison ma.de an adjustment to,_remove the costs 
associated· wiUi the common plant related to Chesterfield Units 3 and 4 based on the 
recommendation of witness. Lucas, resulting in an annual revenue requirement reduction of 
$124,000. Tr. voi.'6, 33; Johnson Exhibit I, Schedule l(a). 

The Public-Staff Stipulation, in Section Vil.A, provides that the costs of the wet to dry 
conversion for Units 3 and 4 at Chesterfield should be· included in th~ 'stipulated revenue 
requirement, pending resolution ofthe:dispute·in Virginia Section Vil.A further states that if the 
final resolution in Virginia results in sue-h costs being removed from the Virginia Rider E-revenue 
requirement, the Company will establish a regulatory liability for estimated amounts recovered 
from North Carolina custo~ers associated with the project costs beginning November l, 2019,-and 

1 Final' Order, Peli/ion of Virginia Electric. and Power Company/or Approll(l/: of a Rate Ad/mtmenJ C/auJ'e, 
DesignnJed Rider E, far the Recovery o/Crutl Jnczurcd to Complj wilh SJaie and Federol EtrvirorrmenJal Regulations 
Pursuant to§ 56-585.J A 5 Ea/the Code of Virginia, No, PLJR.2018..00195 (Va. S.C.C. Aug. 5; 2019), reh'g gronJed, (Va. 
S.C.C. Aug. 26, 2019). • 
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ending on the effective date of rates established in the Company's next general rate case, and that 
the amortization of the regulatory liability balance will be incorporated into the revenue 
requirement developed In the Company's next general rate case. 

Discussion and Conclusions 

The Commission concludes that the re_sult proposed in Section VII.A of the Public Staff 
Stipulation is not acceptable. The Commission has the· utmost respect for the VSCC and is 
confident that the VSCC will reach a reasoned' decision on the Chesterfield Units 3 and 
4 conversion costs. However, under the Act the <;:ommission has ,the authority and obligation to 
set just and reasonable rates for DENC in North Carolina. The Commission concludes that it should 
not delegate any portion of its authority and obligation to the VSCC, which would be the direct 
result ofapproving'Section VII.A of the Public Staff Stipulation. Consequently, the Commission 
declines to accept Section VII.A of the.Public Staff Stipulation, and proceeds with making its own 
independent analysis of the prudence and reasonableness of the Chesterfield Units 3 and 4 CCR 
conversion costs. ' 

Pursuant to N.C.G.S. § 62-134(c), the utility has the burden of.proof to show .that its 
proposed rates are. just .and reasonable. Further, N.C.G.S. § '62-65(a) requires that the 
Commission's orders be based on competent, material and substantial evidence. 

Prudent is defined, in pertinent part,.as "1. Wise in handling practical matters; exercising 
goodjudgmentor common sense. 2. Careful in regard to one's own interests; provident." American 
Heritage Dictionary 1054 (Houghtop Mifflin Co., 1978). 

With respect to prudence and reason~blene~s, the CQmmission applies the following 
general standard: 

[W]hethcr management decisions· were made in a reasonable manner and at. an 
appropriate time on the basis of what was reasonably known,or reasonably should 
have been known at that.time ..... The Comniission notes that this standard is one 
of reMonableness that must be based on a contemporaneous view of the action or 
decision under question. Perfection is not required. Hindsight analysis - the 
judging of events based on subsequent developments - is not permitted. 

Order Granting Partial Increase in Rates ·and Charges, Application by Carolina Power & Light 
Company for Authority to Adjust and Increase Its Rates and Charges, No. E-2, Sub 537, at 14 
(N.C.U.C. Aug. 5, 1988), rev'd in part on other grounds and remanded, Utils. Comm'n v. 
Thornburg, 325 N.C. 484, 385 S.E.2d 463 (I 989) (Harris Order). 

With regard to DENC's decisions .on the C~esterfield wet to dry conversion project, the 
Commission finds that there are four dates that info~ the analysis of "whether management 
decisions·were made in a reasonable manner and at an appropriate time." The first_ date is 2009. In 
a 2009 study by Golder Associates entitled "Chesterfi6ld Dry Ash System Installation," Golder 
advised VEPCO on.design aitd cost analyses performed by Golder for a wet to dry ash handling 
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system conversion at ·the, Chesterfield plant In a letter to VEPCO dated Ji.ine IO; -2009, 
Golder stated: 

[D]ue to:a recent calastrophic spill event _in Tennessee and-the changing political 
climate with regard- to open ash ponds, Dominion has chosen to evaluate 
alternatives to the waste handling system at the Station should the,lower ash pond 
be closed.and no longer available·to receive the ash sluny. Golder was asked to 
analyze possible ash,conveyance S)'stem alternatives for transporting-an estirriated 
550,000 tons ·of ash per year to the proposed Facility and to develop a budgetary 
cost estimate for lhe conversion: 

Based' on a review of avail~ble. Station -information, two site visits and 
discussions with Dominion, Golder believes a conventional wet•d1yash conversion 
is practical for the Station. 

DENC Late-Filed Exhibit 4 (Part -1) at 148 (filed September 23, 2019). 

The 2009 Golder study and.recommendation ·is material evidence because of Llie eventual 
timing_ofthe 2015 decision to proceed with wet to dry conversion at Chesterfield, and the 2018 
retirement of.Units 3 and 4. Had DENC gone forward with the wet to dry conv.ersion in.2009, as 
recommended.by its consultant, then it would have benefited from several·more )'ears of using th_e 
dry handling-system at Units 3 and 4, rather. than using.the system for less_ than-two years. 

The second important date is·20l-5, for two•rcilsons. First, as Public Staff witness Lucas 
testified, in June 2015 the Company executed an,agreement with a_ contractor to desig~-and bUild 
dry ash handlingf8.cilities for Chesterfield Units,3; 4, 5, and 6. Second, orl July 1, 2015, DENC 
filed its 2015 IRP in Docket No. E:.to_o, Sub J4I. In Section 3.l.4, under the sub-heading 
"Retirements," DENC stated: 

[A]lso under evaluation are the•retirements·ofChesterfieldUnits 3 (98.MW) and-4 
(163 MW), and Meeklenburg Units I (69 MW).and 2 (69 MW), all' modeled for 
retirement in-2020 (Plans A, C and D). Appendix'3J lists the.planned retirements 
included in the 20 l 5 Plan. -

DENC's 2015 IRP at 35. 

The third important date in the Commission's analysis is 2017. DENC witn~ss Williams 
testifie0 that the CHIA ptoject was completed in-2017, and the onsite landfill began rece_iving 
dry ash. 

The·fourth important date is 2018, the.year that'DENC retired Chesterfield Units 3 and 4. 

The Commission concludes that the above dates and events .are substantial evidenc~ 
bearing on the question of what DENCknew, orshbuld have known, when.it made the decision to 
expend _millions of dollars on a dry asft handling system for Chesterfield-units 3 and 4. In weighing 
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ihis evidence, the Commission gives substantial weighUo the,fact that virtually simultaneously in 
June and July 2015 DENC signed a.contract that included the conversion of Chesterfield Units 3 
and 4 to dry ash handling while plann'in$ to retire Chesterfield Units 3 and 4 in 2020. 

Further, the Commission gives substantial weight to DENC's 2015 IRP. The IRPs are 
planning documents in which the ~lectric utilities invest many hours of expert thought and time. 
They are also documents, on which, the electric utilities and' the Commission• depend heavily in 
meetillg their obligations to ensure reliable service .. The Commission concludes that DENC having 
stated in its 2015 IRP that it planned to retire Chesterfield _Units 3 and 4 in 2020, and. having 
model~d its IRP on the basis of that planned' retirem~nt of Chesterfield Units 3 and 4 in 2020, 
DENC knew with.reasonable certainty that it would retire·Chesterfield Units Jand 4 in 2020. 

The Commission also gives substantial weight" to the fact that the CIBA project was 
completed in 2017. The Commission notes that contracts for such major construction projects 
typically include a:projected completion date, and although not necessarily absolute, the target 
date .. is generally relied upon by the, contracting parties. Thus, it ·is a• reasonable inference that 
DENC knew·fo. 2015, or had a reasonal;,le expectation,.that the CIBA project would.be completed 
sometime in 2017, and, therefore, Chesterfield Units 3 and 4 wotild use the dry ash handling 
equipment for only three years prior to,their planned retirement'in 2020. 

Based on·. the substan'tial, material and. competent e_vidence presented by D_ENC and the 
Public Staff,,the Commission finds"and concludes-that DENC's,decisi9r, to include Chesterfield 
Units 3 and 4 in the CIIlA project was not reasonable and prudent. In 2015, when DENC entered 
into the·coritract for conversion from.wet to. dfy handling, DENC knew with reasonable certainty 
that it would retire Chesterfield Units 3-and 4 in 2020. With that knowledge, it was not reasonable 
or prudent for DENC to spend millions of dollars on a wet to dry conversion for CCR handling at 
Chesterfield Units 3 ·and 4 in 2017. As.a result~.DENC:'s cost Of converting Chesterfield Units 3 
and'4 to dry ash handling should not be recovered from DENC-'s·retail ratepayers. 

The·Commission accepts Public. Staff witness Lucas's calculation of the disallowance of 
$25.7 million on a system-wide basis, and Public Staff witness Johnson's North Cai"olina,retail 
adjustment resulting in an annual revenue requirement reduction of $124,000. Johnson Ex_hi_bit. l, 
Schedule l(a). Further, the Commission finds good cause-to_ require DENC to consult with the 
Public Staffan_d provide the Commission with confirmation that the·Public Staff's rec_ommended 
adjustment will result .in the·removal of all North Carolina retail jurisdictional costs and effects 
arising from the wet to dry;CCR conversion project for Units 3 and 4 of the Chesterfield Power 
Station from DENC'.~;-revenue,requirement and rate base. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 47-48 

The evidence suppo~ing these findings of fact,and conclusioi:is is found· in the testimony 
and exhibits of the Company and"the Public Staff, th~ testimony ofClGFUR Witness Phillips, and 
.in the Public Staff and CIGFUR Stipulations. 

Pursuant-to N:C.G.S. § 62-l33(a), the Commission is required to set rates that are "fair 
both to the public utilities and to'the consumer." ln,order to strike this balance between the utility 
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and its customers, the Commission must consider, among other factors: (I) the utility's reasonable 
and prudent cost of property used and useful in providing adequate, safe and reliable service to 
ratepayc:rs, and (2) a rate of return •on the utility's rate base that is both fair to ratepayers and 
provides an opportunity for the utility through sound management to attract sufficient capital to 
maintain its finanCial strengtli..See N.C.G.S. § 62-133(b). 

As fully discussed above, the provisions of the stipulations are the product of the 
give-and-take of settlement negotiations between DENC and the Public-Staff, and between DENC 
and CIGFUR. In comparing the Public Staff Stipulation to the Company's Application and 
considering the. direct testimony of the Public Staff's wilnesses, the Commission notes that the 
Public· Staff Stipulation results in numerous downward adjustments to the costs sought to be 
recovered by DENC. In addition, it is readily apparent from th.e terms of the Public Staff and 
C,:IGFUR Stipulations that the Stipulating Parties weighed their interests·and negotiated to achieve 
the results niost important to them, while also being willing to recognize the priorities of the other 
side in order to·reach compromise. The result is that the stipulations strike a fair balance between 
the interests ofDENC and its customers. 

As di~cussed above, the Commission has fully evaluated the provisions of the stipulations 
and concludes, in•the exercise.of its independent-judgment, that the provisions of the stipulations 
are just and reasonable to all parties to this proceeding in light of the evidence presented, and·serve 
the public interest, with the exception of Section VII.A of the Public Staff Stipulation and subject 
to the qualifications. and direction provided in Findii1gs of Fact Nos. 60-62 and the discussion 
thereunder relating to the costs of removal portion of depreciation-allowance. In particular, the 
provisions of the Stipulations· appropriately balance the interests of DENC's customers in 
receiving safe, adequate, and reliable_ electric service a't the lowest possible rates, and the interests 
of DENC in maintaining the,Company,'s "financial strength at a level that enables the Company to 
attract sufficient capital. As a result, the Commission concludes that the stipulations arc just and 
reasonable under the requirements of the Act. TherefOre, the Commission approves the 
Stipulations·-in their entirety, with the exception of Section VII.A of the Public Staff Stipulation 
and subject to- the qualificatio.ns and-direction provided in Findings of Fact Nos. 56-58 and the 
discussion thereunder relating·to the costs-of removal portion of depreciation allowance. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 49-52 

The evidence supporting these findings and conclusions is contained in the Public Staff 
Stipulation, the Company's verified Application and Form E-1, DENC's Late-Filed Exhibits 3, 4, 
5 and 6 filed on September 23, 2019, and the testimony and exhibits of the following expert 
witnesses: DENC witnesses Williams, McLeod, and Mitchell;· and Public Staff witnesses Lucas 
and Maness. 

The testimony and exhibits regarding DENC's CCR costs are voluminous. The 
Commission has carefully considered all ofthe·evidence and the record as a whole. However, the 
Commission has not attempted to recount every statement of every witness. Rather, the following 
is a·summary-ofthe evidence.that is in the record. Likewise, while the Commission has read and 
fully considered the parties' post-hearing briefs, 'it has not in this order attempted· expressly to 
discuss every contention ·advanced or authority cited in the briefs. 
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Summary.-ofthc Evidence 

Direct Testimony oJWit11esses Mifc!,ell·andMcLeod (DENC) 

In his direct testimony Company witness Mitchell testified that DENC is requesting 
recovery of CCR colTlpliance expenses incurred ·from July I, 2016; through June 30, 2019. 
Tr. vol. 4, 176: The costs for that period arc.estimated to·be $390.4 million. Id. 

Company witness McLeod explained that the Company's proposed revenue requirement 
in this· proceeding includes a recovery of.expenditures made during. the period of July 1, 2016, 
through.June 30, 2019'in continued compliance with federal and State-environmental regulations 
associated with. managing CCRS: and converting or closing waste ash management facilities at 
seven of DENC's generating statio_ns. Id. at.27. As witness McLeod explained, pursuunt·to the 
2016 DENC Rate·Case Order the·Company was,permitted to recover CCR expenditures·incurred 
through· Jun_e 30, 2016, over .a five-year amortization period and to _defer subsequent costs· to be 
evaluated 'for recovery in' future rate cases.1 In ·his· supplemental testimony witness McLeod 
updated the amount of CCR costs sought for recovery during the Period of July l, 2016, through 
June 30, 2019, to reflect ac~al cash expenditures and'the-associated financing costs. Id. at 313. 
The Company is proposing to recover. $377 million in system-level asset retirement obligation 
activities. Of this total the Company is seeking recovery of$21.8. million from the N9rth Carolina 
retail jurisdiction.2'Tr. vo\.,6, p. 686 .• The Company Originally proposed to.recover these expenses 
over a three-year amortization period, tr; vol. 4,_ 27, but modified that proposal to a five-year 
amortization period, consistent with the Commission's treatment of similar deferred-CCR costs in 
the recent DEP and DEC. rate case~; l'r. vol.-6, 687. Witness McLeod explained that- the 
unamortized CCR regulatory asset balance is.included in the __ working,capital sect_ion of rate base, 
which provides 'for-recovery. or financ_ing costs associated with investor-supplied funds until they 
are recovered from customers. Id. 

Direct Testi,nony of Witness Williams (DENC) 

Witness Williams described the federal and _state regulatory requirements that drove. the 
CCR expenditures incurred from July 1, 2016, through June 30, 2019. Witness Williams explained 
that, as the Director, Environmental Services for Dominion Energy, it.was-his responsibility to 
oversee the corporate waste, water and biology prograpis. Tr. vol. 5, 77. He testified that his 
responsibilities include4 providing e·nvirorunental support· and leadership to the CCR closure 
projects. Id. at 94. 

Witness Williams described his education and experience. He testified that he was a 
licensed Professional Geologist and.earned-a Bachelor of Science degree in geology from Radford 
University in 2001. Prior to joining Dominiop Energy, witness Williams worked as an 

1 2016DENCRatcCaseOrderat63, 149. 

2 The $21.8 million.con_sists ofthe·Nonh Carolina jurisdictional portion of ~376.7 million, '$19.2 million, 
plus·financing costs of$2.7 million that were incurred from the period of July I, 2016, through June 30,·2019. See 
Maness'Supplemental Exhibit I, SChedule I. 
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environmental manager at Waste Management Inc., North· America's larg~st waste ·company, 
where -he was responsible for envirollmenta1 permitting and compliance for thirteen landfills 
!Ocated in Virginia, Marylan~, Del{l.ware, and West Virginia as well as over thirty•trucking and 
transfer facilities located throughout- the mid-Atlantic. Witness Williams was employed by the 
United'States Navy, where-he was·reSponsible for the.management and oversight ofalI east-coast 
Marine Corps envirorimental remediation projects, including coal ash landfills, debris landfills, 
and many petroleum or chemical release sites. Witness Williams. was also employed, by ·t1te 
Virginia Department of Environmental QuaJity·(V ~ DEQ), where, he served as .the solid waste 
permitting coordiriator responsible for establishing th_e permitting standards for landfills, incli.Jding 
ash•and-other industrial landfills. In his role-with VA DEQ. witness Williams also led VA DEQ's 
revision of the Virginia coal ·combustion byproduct-regtilations; which governed the·use of coal 
ash·as structural fill before EPA's issuance of the.CCR Rule. Id. at94-95. 

Witness Williams explained that DEN C's CCR costs· are attrib.utable to eight Company 
generating facilities th_at are subject to· new ,requirements for .the closure of CCR surface 
impoundments, or ponds, and the· continued operation of CCR landfills under federal and- state 
regulations. Those facilities are: Bremo Power Station (Bremo), Ches~peake POwer Station 
(Chesapeake), Chesterfield Power Station (Chesterfield), Clover Power:Station (Clover), Mount 
Storm Power Station ·(Mt. Storm), Possum Point Power Station (Possum Point), Virginia City 
Hybrid Energy Center (Virginia City), and Yorktown,Power Station (Yorktown). According to 
witness Williams, the coal ash stored at these facilities ls the byproduct of decades of efficient and 
reliable energy generation for the Company's customers. Tr. vol. 5, 78-80. 

Witness Williams· testified that the Company is required to close its CCR ponds,. and; 
eventually,_when they cease receiving waste ash; its CCR landfills at these eight sites because of 
the CCR Rule that was published by tlie U. S_. Environmental Protection Agency (EPA) on 
April 17, 2015. The.CCR Rule finalized national regulations that provided a comprehensive set of 
reqliirements for the disposal of-CCR from coal-fired.power pl?IJts~ The CCR Rule established 
technical requirements for CCR. landfills and surface impoundments under Subtitle D of the 
Resource Conservation and Recovery Act (RCRA). These regulations address location 
restricfo:ms; operating and design criteria (including dam safety. and stability), closure and 
post-closure care,-and groundwater. monitoring and corrective action requirements for CCR surface 
impoundments. The CCR Ruic also-sets out recordkeeping and•,public reporting requirements. 
Id. at 79. 

Witness. Williams testified ~hat under the CCR Rule the Compahy had two options for 
closing its CCR surface impoundments: (l) clo~ure in place, or (2) excavation and removal. For 
closure in-place, the ash basin Would be.dewatered and then capped with an impervious cover. For 
closure by removal, the ash basi_n'Nould be dewatered, then the ash would_ be excavated and placed 
in a lined, permi,tted CCR landfill. The CCR Rule also allowed excavated .CCR to be beneficiri.lly 
.reused under certain-conditions . ./d. at 80. 

Witness_ Williams also described additional changes to federal regulations that impncted 
DENCs coal-fired facilities. On September 30, 2015, EPA -finalized the Effluent Limitation 
Guidelines (ELG) rules revising the regiJlati~IlS for the Steam· Electric'Power Generating category. 
40 C.F.R. Part 423. According to witness Williams, the rule-set new federal limits on multiple 
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metals found in wastewater that may·be discharged fi:om power stations including a prohibition on 
discharges associated with bottom.ash management systems. Tr. vol..5, 80. 

Witness Williams testified that to meet- the requirements Of the CCR Rule the Company 
developed closure plans for. each 9fits.GCR ponds and landfills.1 Witness Williams explained t~at 
the Company's original closure plans for its CCR surface impoundments, which .were located at 
Bremo, Chesapeake, Chesterfield; and Possi.Jm Point1 ultimately called for .closure in place. 'The 
Company's original.closure plans,for those facilities remained effecOVe until,March 2019, when 
the Govemm: of Virginia-signed into law Senate Bill 1355 (SB 1355). Senate Bill 1355 mandated 
that the Company excavate its CC.R impoundments located in the Chesapeake Bay watershed, 
which include the ash,basins at Bremo, Chesapeake~ Ch~sterfield, and.Possum Point. Excavated 
ash must bc··b_eneficially reused or placed in lined landfills located onsite or offsite. DENC·will 
also be_ required to recycle or beneficiate approximately 25% of the .excavated CCR. if·it is 
determined through additiomil' studies to be economically feasible. Witness Williams explained 
that Virginia's new excavation requirement is corisistent with action_s other states and•utilities are 
taking-in North Carolina, South Carolina, Georgia,.and Alabama. Id. at-81-83. 

Witriess Williams'clarified that SB 1355 ·has not affected the costs.that are the,subject _of 
this proceeding, but when compared to closjng all ponds in .place the Virginia legislation 
requirements will result in an increase of the cost of closure. He further testified that the Virginia 
closure requireinents allow multiple options for removal to onsite or offsite landfills as well as 
establishing a reasonab_le recycling target to limitthat increa~e. He opineC,. that closure in place, 
comes with the uncertainty offuture,operatforis.arid maintenance, including corrective action for 
groundwater, and that the Virginia legislation re_moves this uncertairity by establishing excavation 
of basins and placement of the ash in a lined solid .waste, landfill as the only closure method. 
Id. at 93. 

Witness Williams teStified that DENC has historically-managed. CCR consiste_ntly with 
evolving indi.lstry standards and regulatory requirements. He stated that over time the .utility 
industry and DENC have primarily used two type5_ of disposal methods for managing CCR: surface 
impoundments for sluiced CCR and landfills for dry .CCR. Witness Williams stated_that as of.1988, 
80% of CCR generated by the utility industry was stored in surface impoundments or landfills. He 
stated tha(-DENC has also sought opportunities·to·find beneficial uses for CCR, ·including use·as 
an ingredient in concrete .. and dry wall. Witness Williams stated that.by 2012;-40%·ofthe CCR 
being generated was beneficially reused. while,:: ·the remaining 60% was being ,stated in CCR 
impoundments and !Blldfills. Since the 1990s, DENC. has recycled· an annual' average of 
500,000 tons of CCR for benefi~ial reuse in the-concrete and drywall industries, Id. at 84-8_5. 

Witness Williams provided. an hi_storical summary of CCR management at each of the 
Company's eight-coal-fired f~cilities and, furtlier described the CCR Rule compliance activities 
that occurred.from July 1,.2016, through June 30, 2019, for which DENC is seeking recovery in 
this case. He further testified that. the Company's actions to comply with the federal and state 
requirements have been reasonable and p_rudent. Tr. vOl. 5, 93. According to•witness Williams, no 

1 As required by the CCR Rule, DENC. published (ts closure plans on ilS public website: 
www.dominionenergy.com/ccr. 
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witness in this case has challenged or, ·recommended disallowances related to 'the Company's 
,strategy and activities described below. to comply with the CCR Ruic. Id. at 165. The following-is 
a•suminary of the-history ofDENC's electric generating plants provided by witness Williams. 

Bremo 

Bremo was commissioned in 1931 as a· coal-fir~ power station. CCR management 
consisted of sluicing wet.fly and bottom ash to three onsite ash ponds-the East,.West, and North 
r,onds. The East Ash Pond (EAP) was constructed in multiple stages, beginning In the 1930s. 
Id at'86; The EAP stopped receiving CCR in the mid-1980s-and became inactive thereafter. 
Id. at 118-19: The West Ash Pond (W AP) was constructed in the late 1970s. The North Ash Pond 
(NAP) was constructed in two phases in 1982 and 1983. The NAP and WAP ponds continued·to 
receive CCR until the Company converted the station to naiural_ga.s in 2014. /d. at 86. That-process 
involved sluicing ash directly to the WAP; the'ash was.then hydraulically dredged to the-NAP as 
needed to,make.roorri in the WAP. Id at 120-21. 

According to witn~ss. Williams the EAP and WAP at Brcp,o·were· considered "inactive" 
~h ponds under the CCR Rule. As: such, DENC proceeded' expeditiously to ~lose the 'inactive 
ponds at Bremo.by consolidating.,the EAP and WAP into the NAP, which was the largest-pond 
and the pond,located furthest from surface waterways. Since April 20, 2015, ash'from,the East and 
West Ponds was. excavated and' consolidated in the North Pond. Jhe consolidation activities 
continued through March·20·19_ DENC could not proceed further with·closing the NAP·because 
of the pennitting moratoriums created 'by. SB 1398 and SB 807 that were passed -by the Virginia 
General Assembly in 2017 and 2018, respectively. Id at 90. 

Chesapeake 

Chesapeake was commissioned in 1953 as a coaJ.:fired poWer station and· con_tiriued to 
operate until Decembe.r 3l, 2014. All CCR from Chesapeake was originally managed in i;rsingle, 
onsite aSh pond. Id at-87. In the early 1970s,.the generating uriits ·at.the site were converted to bum 
oil.. However, the.·company returned to ·burning ·Coal at Chesapeake in -the 1980s; By this point, 
EPA-had passed the Clean Air Act'(CAA), which required substantial improvements to·the air 
pollutiori control equipment_ for new coal-fired units. In order to comply with the CAA, the 
Company,installed•pneumatic fly ash management and-constructed a landfill pennitted by Virginia 
DEQ.,on top of the historic ash pond to handle the dry fly ash. Id. at 140. Bottoni ash has been 
Sluiced to a separate bottom ash pohd. Both the landfill and bottom ash pond are located within 
the footprint of the original ash pond. The, coal-fired. generation units at Chesapeake ceased 
operations on, December 31, 2014 and have.been de_commissi0ned. Id at 87. 

On November- 13; 2018, DENC signed a Memorandum of A,greement (MOA) with ·the 
Commonwealth of Virginia pursuant to which the Company agreed- to groundwater monitoring 
and_ closure steps for-coal ash ~t Chesapeake consistent with the standards imposed by CCR Rule 
regulations, The bottom·ash-,pond is the only portion ofthe·Chesapeake·ash complex subject to the 
CCR Rule. However; this pond was:constructed on top of the historic ash poild Without;a liner 
system. The adjacent landfill (also constructed on top of lhe-historic ash pond). is subject to a 
Virginia DEQ solid·waste ·pennit.that requires groundwater monitoring of the entire ash complex. 
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Therefore, although the historical pond arid landfill are not subject ,to the CCR Rule, there is no 
way to·distinguish groundwater from the bottom ash pond frQm that which is in contact with the 
historic ash pond. As Such, the MOA was agreed to in order to ensure that the closure and 
monitoring of the-historic ash pond and adjacent landfill would be consistent with the CCR Rule. 
All three. of the ash· facilities (original ash ·pond, l!indfill, and bottom ash pond) are slated for 
closure once necessary permits. are 9btained. Only minor closure activities have occurred within 
the Chesapeake ash facility. Between October 16, 2017, and'March 9,2018, a small amount of ash 
was removed. fl'Om the· bottom- ash. pond for recycling. However, with the passage. of SB 807 all 
further removal activities were halted until such,time as a path foi"Ward was directed by the Virginia 
General Assembly. Id at 90-91. 

Chesterfield 

Chesterfield was commissioned in 1944 as a coaJ-fired power station. Sluiced fly ash and 
bottom ash at Chesterfield was orjginally managed in the Lower Ash Pond (LAP) and Upper Ash 
Pond (UAP) where it was wet sluiced from the station. The LAP was constructed in two phases in 
1964 and in 1967 to 1968. The UAP was constructed in 1985 to receive sluiced ash from the station 
and dredged ash from the LAP. The,station ceased.sluicing ash in 2017 when the plant"con·verted 
to dry ash management. Flue gas·desulfurization (FG_D) solids have been generated at the site since 
2008 ,as a byproduct from scrubbers used to clean air emissions. The FGD sludge is primarily 
composed of caJcium sulfate or gypsum, which is beneficially reused as wallboard quality gypsum. 
Id at 86-87. 

The CCR Rule required that DENC close both the UAP and LAP at Chesterfield. The 
Company has continued to operate coal-fired units at Chesterfield as a coal-fired station. To 
comply with EPA's CCR and ELG Rules, Chesterfield underwent a number or wastewater and 
environmental improvements in 2017 to· transition from wet sluicing coal ash to a dry ash 
management system. In order to manage the dry coal ash, DENC constructed an Of1$i1c, permitted 
landfill. The onsite landfill has received dry ash since 2017. The Company began the process of 
closing the LAP and UAP pursuant to federal and·state requirements. Id. at 90. 

C/Over 

Clover was commissioned in 1995 as a coal-fired power station. The station has operated 
a dry fly and bottom ash system since it began to generate power. CCR has been taken to an onsite 
landfill [or disposal, which iS divided into three areas, or stages. Two landfill stages reached their 
maximu_m storage capacity in April 2003 and were subsequently closed in compliance with 
Virginia DEQ regulations. Since 2003, dry fly ash and bottom ash has·been stored in-Stage.Ill of 
the landfill. Clover also has two sedimentation basins used for settling wastewater solids, including 
FGD, prior to removal and disposal to the landfill. The water from these ponds is recirculated and 
FGD wastewater iS not discharged. These ponds, have been in •place and operated since 1995. 
Id at 88. 

Under the CCR Rule, DENC w~ll be requir~d ,to·close both FGD basins at Clover. CCR 
has been removed from the FGD basins, and those basins have·bccn retrofitted with a CCR Rule 
compliant' liner. DENC maintains compliance with its state pennits and other CCR Rule 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

requirements related to its CCR units at the site. The removal ofthe first sedimentation basin began 
in'2017, and its replacement meeting the requirements of the CCR Rule was placed into sen.rice in 
2018. The second sedimentation basin was removed and construction was scheduled to be 
completed by June 2019. Id. at 92. 

Mt. Storm 

Mt. Stonn is located i~.Bismarck, West Virginia, and is part'ofDENC'S operating system. 
Mt. Storm was first commissioned in 1965 and·continues to operate as a coal-fired power station. 
Dry fly ash and bottom ash are stored in the onsite lined ·Phase B landfill that is pennitted ,by the 
West Virginia Department of Environmental Protection (West Virginia DEP). The FGD sludge 
from Mt. Stonn is beneficially reused in mine reclamation projcCts to neutralize mine acid runoff 
and in the manufacturing of Portland cement. Excess FGD sludge is disposed ofin the onsite lined 
Phase A landfill. Id. at 88. 

ML Storm historically managed ash contact water from the ash loading area and bottom 
ash hydro-bins in five small low volume waste treat!llent ponds (Pyrite Pond and Ponds A, B, C, 
and D)., These ponds did not meet the liner Standards of the CCR Rule but were needed for 
continued operation· of the station. Therefore, the five original ponds were closed by removal and 
the contents were placed in the.onsite Phase B landfill. The station then constructed a new pyrite 
pond and two low-volume wastewater treatment ponds in the location of the fom1er, ponds. The 
onsite landfills (Phase A.and B ·landfills) and their liners meet the CCR Rule's definition of an 
active landfill and, as such, have been allowed to continue to operate und~r the CCR Rule. The 
closure of these ponds and construction of new ponds meeting the requirements of the CCR Rule 
began in early 2016. The majority .of the removal and construction was completed in 2018. 
Construction of the final pond's concrete liner was scheduled !o be completed in Spring 2019. 
DENC continues to maintain compliance with its state permits and CCR Rule requirements related 
to its CCR units at the site. Id at 92-93. 

Possum Point 

Possum. Point was commissioned in 1948 as a coal-fired station. CCR management 
involved sluicing wet fly and wet bottom ash to five onsite ash ponds. These ponds were named 
Ash Ponds A, B, C, D, and E. Ponds A, B, and Care contiguous and were used as water treatment 
ponds to settle and manage.low-volume wastewaters containing CCR from approximately 1955 to 
I 967. Id. at 8?. The A, B, C ponds were.in an inactive state and were partially covered in vegetation 
until compliance activities under the CCR Ruic began in 2016. /d. at 103-04. When the ponds were 
closed in 1967, there were no applicable capping or closure standards. Id. at 104. The original 
Pond D was constructed in the early 1960s before Ponds A, B, and C reached eapacity and received 
CCR until 1971. The Company completed construction on.a new Pond E in 1968. In· 1986, Pond 
E was nearing capacity, ·so ,the Company began construction on-a· new,,Pond D embankment to 
provide additional onsite storage space. The new Pond D was constructed with a 12" thick clay 
liner system. Pcinds D and E continued to accept ash .until the station's co_al units were converted 
to natural gas in 2003. Id. at '85-86. After 2003, Pond E continued to receive low-volume 
wastewater streams from the plant, but not coal ash, until CCR Rule compliance activities began. 
Id. at 109. 
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The CCR Rule included provisions for "inactive" ash ponds that n0 longer received CCR 
after October 14,.2015·. Ash.ponds meetihg the definition of "inactive" were r~quired to close 
within three years or otherwise be subject !o long-term monitoring and other costly provisions of 
the,CCR Rule. DENC's ash:ponds.at Possum Point qualified as "inactive" under the CCR Rµle. 
Accor~ingly, DENC. proceeded expeditiously ..to· close· the -inactive ponds at Possum Point by 
.consolidating the contents Of Ponds A, B, C, and E into Pond D, which is the largest pond at this 
site, is the furthest from waterways, and is alSo·.the only pond at Posswn Point with a liner. In 2018, 
DENC'completcd the.ex:Cavatiori c:ifash from Ponds A,.B',·c; ai,d E. DENC could not proceed 
further with closing Pond D,because of the. permitting moratoriums created 'by SB 1398_ and ·ss 
807 that were.passed by the Virginia.Genet-al Assembly in 2017 and 2018, respectively. Id. at 89. 

Virgin_ia City 

Virginia City was.commissioned in 2012. AU.fly ash and bottom ash froin the-station is 
collected from the·. power station· and moved by truck to the· lined~ onsitc Curley Hollow CCR 
landfill, The Jaridfill ,has a state-of-the-art design inc!Uding a synthetic liner and leachate 
collection/treatment systems. Id at 87. 

Beginning in May 2016, DENC beg~ i_nsta_lling additional wells and monitoring 
groundwater·at Virginia City to.comply with the CCR Rule. bENC is required to monitor these 
wells semi-annually. DENC continiJes to maintain conipl~ance with its s~te perrn_its and CGR Rule 
reqtiirements related to its-CCR units·at the site. Id at 91. 

York/own 

Yorktown began.operation 'in 1957,:Similarly to Chesapeake, the Company converted,its 
coal-fired units to oil and then converted them back to burn.coaLin the 1980s. Id. at 141. In 1985, 
DENC-constructed a lined soJid·waste,iandfill on~ iidjacent par(?el of property owned by DENC: 
Since that time, the dry fly ash and bottom as_h'has been loaded on trucks and hauled to the adjacent 
CCR landfill. The Yorktown CCR landfill is pennitted by the VA DEQ and is equipped with a 
bottom liner and leachate-collecti6n and treatment systems. Id at 87. 

The Company permanently closed over. 60% of the -landfill in 2017, and the remainder of 
the landfill will be·perrnanently closed in 2019. Id. Witness Williams .te·stified that the Company 
is closing its CCR facilities in·accordance with state and federal ~uirements. Id at 93. 

In response t<;> questions from _the Commission witness Williams described DENC's CCR 
pond closure plans prior to the CCR Rule, He t"estified that at Possum Point.the-Company ceased 
using Ponds A, 8.arid-C in 1967. According,to witness Williams, the ponds were left "in'a·static 
state." Witness Williams.describ~ this as placing soil' over certain portions of lhe ponds where 
the Company needed access to equipment and infrrurtiucturc, such as transmission lines. No cover 
or cap was·p_laced on the.ponds. No vegetation was.planted over the ponds. Any vcgetation 1 that 
grew in-the ponds was natural regrowth 'that reseeded and spread. Further, no.water was removed 
frolTrthe ponds. The water in the ponds was left 1o evaporate and migrate by what witness Williams 
described as "natural attenuation." Further, there was no groundwater monitoring of Ponds A, B 
and c; until it was required by the CCR Rule in 2016. Tr. vol. 5. l02-07, 124. Witness Williams 
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testified.that this same approach was taken by the Company at Bremo for the·East Pond. He stated 
that the East Pond ceased receiving CCRs _in'the mid-1980s. /d at l 17-19. He further testified that 
this was the Company'S,c!osure phm for all of its CCR ponds, and that its plans-were consistent 
with "regulatory allowed option[s],"·until the CCR Rule and,SB 1355 mandated different closure 
requirements. He slated· that the C::ompany·had no written pond·closu.re_ plan_s or written p,hms for 
post-closure.activities. 

Witness Williams further testified that there were no written Company documents 
evidencing an analysis of closure plan choices. or costs and,benefits of difTerenl'options, other than 
th_e,plan developed for Chesterfield ifl'the I 990s as a part of the NPDES permit. Tr. vol. 8; 20~25, 
40-41. He also testified that priOr to· the CCR Rule·the,Compaity intended-its CCR ,ponds to be 
'~pennanent disposal from .the beginning." Id. at 41·42. 

In addition, witness Williams Lestified that this same closure approach was taken by the 
Company at Possum Point Pond E when it was closed in 2003, with the exception that Pond E lJ.ad 
groundwate_r monitoring wells installed in 1990, as required by its NPDES pennit. Id at 108-10. 

Witness Wiliiams• described the Colripany's decision-making process in deciding, to 
convert to-lined dry ash landfills at Yorktc,wn·and Chesapeake in 1985; and.at Clover when il was 
constructed in 1995. He sLlted that he was "not 100% sure" whether studies were conducted t~ 
detennine the costs and·benefits of converting.to dryllSh handling at other coaLplants, but that-he 
would make an if!quiry .. Tr .. vol. 8, 50-55. 

Witness Williams testified that the Company iS a member of the Electric Power Research 
InS:titute (EPRI), cµid that the Company r~ularly consults EPRI publicatio_ns "in some areas," 
although he.had not-worked directly with EPRlon coal ash. Tr. vol.,5, 129. 

Witness Williams testified "that the Company kept no records Of the .amount Of'CCRs 
d!=posited in its ponds annually or otherwise.He stated that DENC.provi_ded the Public.Staff with 
estimates ofthe.amounts·ofCCRs'in its ponds based on·the design and size inforniation for each 
·porid, and that this infoimation was reflected•in Lucas· Exhibit 5. Tr. vol. 5, 146, 1'50-51. 

[n response to cross-examination by the Public Staff witness Williams staled that elevated 
concentrations of constituents were detected by DENC at PoSswn Point prior to the 1986 Virginia 
DEQ Special Order. Tr. vol. 5, 154. 

With respect to· Chisman Creek, witness Williams testified ,that shortly after 1974 the 
contamination Was discovered at the site, and it W'_IS later- placed in the Comprehensive 
Environmental Response, Compensation and Liability Act (CERCLA) program .. He stated that 
DENC- stepped in as·_the responsible party when the contractor that operated the·site was not·able 
to remediate it. Tr. vol. 5, 1~8. 

Direct Testimony of Public Staff Witness Lucas 

Public Staff witness Lucas .. recommended- an equitable sharing of the Company's CCR 
management, remediation, and·waste.management wiit·closure costs. In conjW1Ction with Public, 
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Staff witness Maness, he recommended that 40% of these coal·!,lSh related costs should be paid by 
the Company's shareholders, and the remaining 60% be paid by ratepayers. Tr. vol. 6, 110. 

Witness Lucas noted that the Public Staff's equitable sharing recommendation is not based 
on the prudence. standard, which would have resulted in a 100% disallowance. of imprudently 
incurred costs. Id. at 113. Witness Lucas·explained that the Public Staff Advocated foran,equitable 
sharing approach rather than a prudence review because "Sofie impacts are,not_clcarly imprudent 
or reasonable," "because estimating historic costs to remediate environmental impacts would be 
speculative," and "the incomplete records of DENC and the challenge of reconstru~ting all the 
Company's decision-making on CCR· management make it difficult, if not impossible, to conduct 
a prudence review." Id at 184-85. On cross-examination witness Lucas confirmed that he had not 
identified any specific CCR-related costs that the,Company incurred or undertook between July I, 
2016, and June 30, 2019, that were imprudent or unreasonable. Id at 298-99. 

Witness Lucas explained that the Public Staff's equitable sharing recommendation is based 
in part on culpability for environmental contamination, id. at 113, and in part on the m~gnitude 
and nature of the costs, as discussed by Public Staff witness Maness. Witness Lucas stated that it 
would be unreasonable to charge ratepayers for all the Company's CCR-related costs wher_e the 
Company; and.not ·the ratepayers, is clllpable for those costs. Id at 186. Specifically, he·stated that 
"DENC has culpability for non-compliance with environmental regulations that are -meant to 
protect groundwater and surface water from contamination by CCR constituents," and .that 
"DENC's past management of coal ash has resulted in a risk of future contamination that EPA and 
the Virginia legislature have determined requires costly new management and closure 
requirements." Id at 112-13. 

Witness Lucas discussed a set of hist9ric academic, industry, and regulatory documents 
that "demonslrate that, by the early 1980s, the electric generating industry knew or· should have 
known·thatthe.wetstorage of CCR in unlined surface impoundm_ents was detrimental to.the quality 
of surrounding groundwater and surface water." Id. at 141-42. Specifically, he discussed a 1979 
report published by a research group from Arthur D. Little, Inc., and the Industrial Environmental 
Research Laboratory of the EPA_ that found that CCRs· stored in ·"[w]et impoundments have the 
potential for contribu_ting directly to groundwater contamination," and that lining impoundments 
would minimize such contamination. Id at 142. Witness Lucas described the 1982 Manual for 
Upgrading Existing Disposal Facilities (EPRI Manual), published by the Electric Power Research 
Institute (EPRI), which Stated that the use of surface impoundments "has fallen into disfavor with 
the EPA," and that "[w]hile groundwater can be protected and leachate generation can be 
minimized with sound engineering design and site operation, monitoring of groundwater and 
leachate, is nevertheless necessary to provide co11:vincing proof of a safe disposal practice." Id. 
Witness Lucas testified that in 1988 the EPA issued a report to Congress in which it described how 
the use of Jiners, leachate collection systems, and groundwater monitoring had increased in the 
preceding years. Id. at 143-44. To-illustrate this trend, he provided the following language from 
the 1988 report: 

Only about 25 percent of all facilities have liners to reduce off-site migration of 
leachate, although 40 percent_ of the generating units built since 1975 have liners. 
Additionally, only about 15 percent have leachate collection systems; about 
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one-third oFall facilities have ground-water monitoring systems to detect.potential 
leachate problems. Both le.achate·collection and ground-water moni~oring systems 
are more common at newer facilities. 

Id. at 143. 

Witness Lucas further stated ·that Oominion had failed to improve its .CCR management 
practices despite the evolving knowledge.o(the risk of.unlined CCR storage at th~_time . .Jd a~ 144. 
According to witness Lucas, "[A]s publications from 1979 and later warned of the risks of 
CCR constituents leaching· into grollndwater from unlined storage pon~s; DENC and other utilities 
should' have instaJled comprehensive groundwater monitoring.well networks to detennine .if the 
risk was materializing at their ash ponds." Id. He added that the Company ,had a duty to comply 
with groundwater.quality standard~ regardless of accepted industry practice, noting Virginia and 
West Virginia'.s groundwater regulations and anti-degradation policies. Id. at 185. He ~xplailled 
that.both Virgiriia and West Virgiriia•have anti-degradation policies that.require, broadly, that the 
q!,lality oF_state waters be maintain~d. Id .. at 125-26. Later, when asked during redirect examination, 
he read the anti-degradation poliCy from the Virginia Administrative Code into the r~cord: 

If the conc_entration of any constitu~nt in groundwater is less than the limit set forth 
by groundY.'3ter standards, the natural quality. for the constituent shall be 
maintained. Natu~l quality shall _also be ·maintain,ed for all constituen~, including 
temperature, not set forth i1_1 groundwater standards. ff the, concentration or any 
constituent in groundwater exceeds the limit in.the standard for that cbnstituent,-.no 
a_ddition of that constituent to the naturally occurring concentration shall be made. 

Id. at 306. 

Witness Lucas stated that the Company had never installed voluntary groundwater 
monitoring w~lls at its coal~fired generating facilities and had only installed ·wells when required 
by.state regulators.to do so. Id. at 175. He testified that groUndwatCr monitoring'began at different 
dates for. different sites, with monitoring beginning in the I 980~ _for some impoundments, in 2000 
for impoundments at the Bremo facility, and as late as 2016 for historic Possum Point Porids A, B~ 

.and C. These dates are sho.wn on·Lucas Exhibit I.Id. at 175. He added that"DENC did not engage 
in,comprehensive groundwater monitoring until _even later,""as shown on Lucas Exhibit l. /d. 

Witness,Lucas confinned on cross-examination that the Public Staff had not in the-·l970s, 
1980s, -1990s, o:r·iooos recommended that the Company install .comprehensive groundwater 
.monitoring, told the Company,that its CCR management 'was not "sufficiently modem," or told 
the Company that it was not. "sufficiently mitigating environmental impacts From its 
CCR impoundments or landfills." Id. at 299-JQ0. Witness Lucas explained that "the Company, to 
my knowledge, didn't try to ·recover any costs like we're doing today that were created by 
groundwater contamination." Id. at 299. 

Witness Lucas also testified regaiding exceedances of groundwater standards at the 
Possum -Point facility in the 1980s and discussed subsequent regulatory actions at that facility 
arising from those· cxceedances. Id., at 145-57. He explained that the Facility had- installed 
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groundwater monitoring wells _in 1985 as required in its National Pollutant Discharge Elimination 
System (NPDES) pennit, and that samples from those wells had detected exceedances of 
groundw8.ter standards in the vicinity of Ponds D and E. Id. at 14_5. Those exceedances resulted in 
a'Special.Ordcr between the Virginia DEQ and the Company, which required further assessment 
of the contamination and-an evaluation of remediation·options. Id. 

Witness Lucas also.provided te,stimony iegarding historic groundwater excee_dances at the 
Chesapeake and Chesterfield facilities, as well as at the Chisman Creek CERCLA site. which 
witness Lucas explained was.a site where a private contractor disposed of coal ash generated at 
DENC's Yorktovm facility. 1 }_<!. at 157-63. Witness Lucas explained that at'Chjsman Creek the 
coal ash was disposed-of in abandoned sand ancl gravel borrow pits between 1957 and 1974, and 
in 1980, when a neighboring-well owner reported-discolored water, the State Water Control Board 
found elevated levels of trace metals in-groundwater, surface water, and soils. Id. at 162-63. Later, 
in 1986 and 1988~ the EPA signed•Records of Decision with objectives for remediation of the site. 
Id. at 163. He testified that the contamination Jrlfected drinking water to the level that the Company 
had to· provide municipal water ·to nearby residents. He stated that this should have been an 
indicator to the Company that coal ash was capable of creating groundwater contamination. 
Id. at 337. Witness Lucas noted that the Chisman Creek site was mentioned in the preamble to the 
CCR Rule as an example of mismanagement of coal ash. Id. at-315. 

Further, witness Lucas stated that these historic site investigations and exceedances "have 
shown evidence of degradation of the natural groundwater quality as a· result of the Company's 
coal ash disposal practices." id. He then testified that because oftheabsence of Company hiS:torical 
records concerning decisions made to construct new CCR-was~e management and disp_osal units 
or modify existing units, that the "Company is not able to demonstrate, with the records it has 
available; that it fully accounted for and mitigated the risks of CCR contamination in prior decades 
of CCR disposal and management." Id. at 165. 

In addition, witness Lucas discussed grouridwater contamination reported by the Company, 
and presented charts and maps of groundwater exceedances·at each facility for the years 201_7 and 
2018 in Lucas Exhibits 12, 13, and 14. Id. at 176-79. He specifically noted 548 groundwater 
exccedances,2 and explained that there will likely be additional exceedances repor1ed due to 
inactive CCR surface impoundments now being required to· collect and report groundwater 
monitoring data under the CCR Rule. Id. at 178-79. In response to questions from the Commission 
witness Lucas .stated that ·the 548 groundwater exceedancc_s showed statistically significant 
exceedances over natural background levels, maximum contninment levels and/or groundwater 
protection standards. Id at 308. He also. explained on redirect examination that as the Company 
caused the groundwater to be degraded by failing to take steps to prevent leaching of ash 
constituents from its sui'face impoundments, it was in violatiori of the anti-degradation policies of 

1 Witness Lucas also briefly discussed exceedances at lhe Company's Yorktown facility, which he explained 
were ''the re.suit of current or historical a¢vities upgradient oflhc land and facility wells." Tr. vol. 6, 162. 

2 Witness Lucas explained in his direct testimony thatgr01mdwater standards W1derthe CCR Rule can differ from 
those adopted by VIrginia and West Virginia. The standards in lhe CCR Rule are based on national maximwn containment 
levels (MCLs) established by the EPA and are heallh-based. 
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Virginia and West Virginia. ld. at. 306-07. Lastly, Witness Lucas noted that "lt]he lifetime 
compliance record for the Company'.s CCR impoundments is incomplete due in part to the lack of 
data retained by DENC," and that the Public Staff believes the Company had additional 
exceedances of groundwater standards at its·CCR impoundments "over a long period of time." id. 
at 179-80. 

With respect to the Company's records witness Lucas testified that lhe Company was 
unable to locate and_ produce a number of historical NPDES/Virginia Pollutant Discharge 
ElilTlination System (VPDES).permits and groundwater monitoring_reports and provided a list of 
missing doc_wnents. Id. at I 68-72. He also testified that the r~cords the Company was able to 
provide were not in a useful fonnat, and that it was not possible from the Company's records ''to 
identify all groundwater exceedances caused by CCR over the life of the Company's CCR units." 
Id. at 170-71. Witness Lucas also referred to a stipulation between the Company and the Public 
Staff, admitted as Lucas Exhibit 9, wherein the Company acknowledged its inability to provide 
historic records pertaining to groundwater conditions at its coal-fired generating facilitjes, as well 
as the fact that "it is not feasible to reconstruct a complete history of exceedances from Dominion's 
existing records." id. at 172. 

Witness Lucas summarized the following environmental legal actions filed against DENC: 

Sierra Club v. VEPCO, U.S. Court of Appeals, Fourth Circuit, Case 
No. 17-1895 (2018)-Plaintiff alleged surface water ruld groundwater violations at 
Chesapeake. The Fourth Circuit affirmed the trial court's conclusion that arsenic 
was reaching surface waters via groundwater? but held that the ash basins and 
landfill were not point sources·under the Clean Water.Act. 

In re James Rive,- Association - Appea.J by JR.A from a decision of the 
Virginia DEQ issuing a modified VPDES permit allowing the discharge of 
wastewater from Bremo. VEPCO and JRA entered into.a settlement in 2016, with 
VEPCO agreeing to guarantee a minimum amount of treapnent for coal ash 
wastewater. 

In re Prince William County - Appeal by PWC from a decision of the 
Virginia DEQ issuing a modified VPDES pennit allowing the discharge .of 
wastewater from Pond D at Possum Point. In 2016, VEPCO and PWC settled, with 
VEPCO agreeing to guarantee a minimum amount of treatment for coal 
ash wastewater. 

Potomac Riverkeeper Network v. State Water Control Board - Appeal by 
PRN from a decision of the Virginia DEQ issuing u modified VPDES permit 
allowing the discharge of wastewater from Pond D at Possum Point. In 2016, the 
Circuit Court upheld the pennit modifications and dismjSsed the appeal. 

Stateo/Marylandv. State Water Control Board-Appeal by Maryland from 
a decision of the Virginia State Water Control Board·(VWCB) issuing a modified 
VPDES pennitallowing the discharge of wastewater from Pond D at Possum Point. 
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In 2016, VEPCO _agreed to stricter wastewater testing standards, and Maryland 
withdrew its appeal. 

West, et al. v. VEPCO (VA Circuit Court) - In April 2018, two property 
owners adjacent to Possum Point filed complaints alleging groundwater 
contamination by coal ash ponds: The case is pending. 

Id, at 131-36. 

In concluding_ his discussion of the Rublic Staff's equitable sharing recommendation 
witness Lucas testified that the costs the ,Company has incurred for CCR management, 
remediation, and waste unit closure activities are related to groundwater contamination and 
environmental degradation. He stated· that the CCR Rule and Virginia SB 1355 "Were.enact~d in 
response to environmental contamination caused by CCR surface impotindments," and that the 
coal ash related costs the Company is seeking to reOOver are to comply with·requirements_ that are 
"designed specifically to reme_diate ash- basin environmental impacts that arose before the 
enactment of the CCR rule." Id. at 182. According to witness Lucas: 

DENC created -the risk of coal ~h contamination, their original disposal of CCR 
has led to actua1 environmental contamin-ation in several. instances, their original 
disposal Of CCR poses an ongoing contamination risk that requires expensive 
remediation in the judgment of the EPA and the Virginia legislature, and-ratepayers 
will not receive any additional electric service for this costly remediation. 

Id. at 185. 

When asked during cross-examination why the Public Staff's sharing recommendation in 
this case differs from those in the recent DEC and DEP rat~ cases, Docket Nos. E-7, Sub 1146 and 
&2, Sub 1142, respectively-and specifically, why the Public'Staff has found DENC to be less 
culpable than DEC and DEP -witness Lucas responded that DENC has not been found gtiilty of 
criminal negligence with respect to its management of waste coal ash facilitie~, has not had 
significant state regulatory enforcement actions, and that there is less evidence at this·point of the 
extent of environmental impacts than were present in the DEC and DEP·rate cases. Id. at 265. 

Lastly, witness Lucas was asked on c:;ross-examination whether the Public Staff are 
environmental regulators. Id. at 275. He responded·that they are not and referred.to a Public Staff 
response to a data request that stated the following: "The Public Staff is not a regulator. It is a 
consumer advocate working in a regulatory forum .... However, the costs of environmental 
compliance or the costs of non-compliance which the Company seeks to recover froin ratepayers 
are within the jurisdiction of the Public,Staff .... " Id. at 285-86. Witness Lucas was also asked 
about testimony submitted by a Public Staff.engineer, Evan D. Lawrence, in a docket for an 
application for a Certificate of Public Convenience and_ Necessity for an electric merchant plant, 
in which-witness Lawrence stated that "the Public Staff does not have particular expertise in the 
area of itnpacts of electric generation on the environment." Id. at 282-83. Witness Lucas explaine9 
that the cited testimony was taken out of context and was unrelated to cost recovery or a rate case. 
He further explained that witness Lawrence's -testimony dealt with a certificate of public 
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convenience and necessity for construction of a solar photovoltaic merchant electric generating 
facility, and that the purpbse ofhiS testimony Was fo discuss compliance of the applicatiori with 
applicable requirements, to discuss any concerns with the application, and to make a 
recommendation on the application to the Commission. Id. at 283~84. 

Direct Testimony·of Public S_taff Wit11ess.Ma11ess 

Public Staff witness Maness-described-the Company's adjustments n;lated to deferral of.its 
CCR expenditures made to a regulatory asset. Those adjt.istments include:(!) the elimination of 
CCRwrelated accounting entries made in the Company's·books and records during and before 2019 
for financial accounting purposes; (2)·a proforma-adjustment to increase.rate base'to·defer as a 
regulatory asset the CCR expenditures •incurred in the Deferral. Period; and (3) a pro fauna. 
adjustment 10, increase operations and maintenance (O&M) expenses to reflect the three-year 
amortization of CCR expenditures. Tr. vol. 6, 209-10. 

Witness Maness explained that for financial accounting purposes the Company has 
recorded its CCR expenditures· as an Asset Retirement Obligation (ARO) liability, based on the 
requirements ofTopic,410 (Asset Retirement and Environmental Obligations) of the Accounting 
Standards ·Codification (ASC 410) promulgated and maintained by the Fimmcial Accounting 
Standards Board (FASB). /d. ·at 210-11. At the hearing witness Maness explained that when an 
ARO ·is established for .financial accouriting, the Company makes estimates of future. costs and 
then "they·basically discount that to be.the present value as of today, using-an·approp_riate discount 
rate, and they put.that'on their financial statements for financial investor-purposes as a liability." 
Id. at 253. He further' explained that at the same time the Company establishes t_he ARO it 
establishes an assetretirement cost (ARC) as an.asset on its balance·sheet. Next, to flow the ARC 
through expense .over a period of time, the CoJTipany will depreciate it into the future in· future 
financial statements.using.a depreciation method, or, if it's a retired asset such·as a coal plant, the 
Company writes it off to expense·immediately. Id. at 254. As an example, witness·Maness-stated: 

[I]n some cases, you may have an asset retirement obligation for a_generating plant 
where the actual expenditures·are not going.to tak:e·place until many years into.the 
future .. So in that case, they will go ahead·and record expenses -- they'll depreciate 
over the life of the plant. And they will incur those expenses at some future· time, 
but they.--or those.expenditures, but they will be recording an·expense as the)'·go 
along without actually.spending an)' cash at all. In other cases, you may have, such 
as we.have for some of the coal plants involved.here, plants that have already been 
retired. And So they still may not make those expenditures- for Some time lnto,the 
future, but they will go ahead and immediately, for financial statement- purposes, 
record the entire asset retirement .cost related to that plant as an expense in the 
period in which it arises. 

Id. at 255-56. 

Witness· Maness explained that, in this proccedi~g, the Company has reversed the entries 
made.on its books in association with the FASB-mandated·CCR ARO liability·and is proposing 
the deferral and amortization Of actual expenditures made during the Deferral Period, in accord 
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with standard ratemaking accounting practice. He -stated that the C0mpfil).y followed a similar 
proce<ture for-CCR expenditures 'in the 2016 DENC'rate case,,and that the.Public Staff agreed-in 
concept with the Company's deferral.aj:Jptoach in2016 filld, at that time, eiitered a Stipulation with 
the Company, which was approved' by the Commission._ Witness Maness testified that the terms 
of the Stipulation expressly stated that it did-not'prejudice-the tight-of any.party to take issue with 
the-amount or treatment of any deferral of ARO Costs in·a future rate case proceeding. Giv~n the 
magnitude of the costs involved in this proceeding, witness Maness stated that the Public. Staff 
believes that continued deferral has been reasonable. Jd. at 214. 

In this prriceeding. witness Maness recommended the following adjustments to ·the 
Company's CCR expenditures: 

1. Calculation.of the return between July 1, 2016, and June 30, 2019, using 
annual.corhpoundil1g, rather than· monthly corilpo"unding; 

2. ~orti:ra.tion of the balance of deferred coal ash expenditures as of June 30, 
2019, over· a 19-year period [later updated to 18 years], rather .than the: 
3-year period proposed by the Company; <_lild 

3. Reversal of the Company's inclusion of the.unamortized balance of coal ash 
expehditures in rate base. This reversal, in conjunction with the 19-year 
amorti:ra.tion period, produces an equitable and reasonable sharing of the 
burden of Coal ash expenditures between the ·Company's ratepaYers and 
its shareholders. 

Id. at 215-16. 

Witness Maness stated that the Company's recommended amortization period is too sho·rt 
for costs of the magnitude and nature of CCR costs. Further, he noted that his recommendationJor 
a longer amortization period, when coupled with the exclusion of the unamortized balarice from 
rate base, wOuld·result in.an equitable sharing of the costs between sh~holders and ratepayers. 

·Witness Maness stated that there are two general reasons why the equitable sharing of CCR 
costs is appropri_ate in the.present case. The first reason is that some degree ofequiiable shfiring is 
appropriat_e because.DENC has culpability for past environmental contamination and 'for creating 
a risk of future contamination from eoal ash as discussed by.Public Staff witness Lucas. The s_econd 
reason is _that some level of sharing is appropriate and reasonable because ofthe:magnitude and 
nature of the costs. Id.at 218-19. 

Witness Maness testified that equitable sharing of certain- costs is appropriate without a 
specific finding of imprudence. He stated several reasons why equitable sharing is appropriate for 
CCR expenditures, including: 

• The total amount of the costs is large (approximately $377 million OIJ a system level 
and approximately $22 millio'n on ·a North· Carolina retail level), which amounts to 
approxiinlitely $179 per North Carolina retail customer, or $60 per year per North 
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Carolina retail customer, before considering the impact of including the unamortized 
amount in rate base. 

• DENC will be incurring significant additional costs in the futurn related to the 
CCR Excavation Act (Virginia Senate Bill 1355). 

• The incurrence of these costs will not provide any benefits to customers in tenns of 
additional electric service or improvements to.service. 

• The incurrence of CCR costs has not been the result of economic analysis that pointed 
toward an action that would be economically advantageous to ratepayers. 

11 And finally, he noted that the_ Commission has implemented equitable sharing in 
several past circumstances involving incurred costs that did not provide any· future 
benefits to retail customers. 

Id ot 220-22. 

Witness Maness stated that the circumstances of this case, including the culpability of the 
Company and the magnitude and nature of the costs, as well as the levels of sharing approved by 
the Commission in past cases, led the Public Staff to its recommendation that shareholders bear 
40% of the Deferral Period CCR costs (which results in a 19-year amortization period based on 
the rate of return initially recommended by the Public Staff, or an 18-year amortization based on 
the stipulated rate.of return). Witness Maness stated that the Public Staff would· likely recommend 
some level ·of sharing of costs even in the absence of culpability due to the magnitude and/or nature 
of the costs involved. 

Witness Maness explained that the Public Staff's equitable sharing is achieved by first 
removing the unamortized amount of d_eferred expenses from rate base. As a result of that 
adjustment, the Company would not be allowed to earn a return from ratepayers on the 
unamortized balance while the deferred costs are being amortizcd.1 The second step is to choose 
an amortization period that will result in a reasonable and appropriate sharing of the costs over 
time. Id. at 222. Maness Late-Filed Exhibit I shows the sharing percentages achieved by five- and 
ten-year amorti:zation periods, in addition to the 18-year amortization period recommended by-the 
Public Staff in witness Maness' supplemental testimony. 

Relying on advice of counsel, witness Mnness testified that excluding deferred expenses 
or losses from rate base is legal under North Carolina law. The Public Staffs position is that the 
only costs the Commission is required to include in rate base pursuant to N.C.G.S. § 62-133(b)(l) 
arc the public utility's property that is used and useful, or, in some circumstances, .the costs of 
construction work in progress. Again relying on advice of counsel, witness Maness stated ·that 
N.C.G.S. § 62-133(d) operates separately from N.C.G.S. § 62-133(b), nnd requires the 

1 As discussed elsewhere in !his Order, the Public Slaff agrees with allowing recovery or financing costs incurred 
between the beginning of the Deferral Period and the date rotes approved in this proceeding become effective (when 
amortization begins). 
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Commission to "consider all other material facts of record that will enable it to determine what are 
reasonable and just rates." The Public Staff asserted that N.C.G.S. § 62-133(d) provides the 
Commission with discretion to authorize equitable sharing where appropriate to achieve 
reasonable and just rates. Id. at 223. 

Witness Maness explained that the Commission has approved equitable sharing in several 
past cases, including in the cases of plant abandonment.losses. Specifically with regard to DENC, 
witness Maness stated that-the Commission has found that a ten-year rrmoi-tization,pcriod, with no 
return, was appropriate to fairly allocate the loss between the utility and the consumer for Surry 
Unit 3, Surry Unit 4, North Anna Unit 3, and North Anna Unit 4. Id. at 223-25; see Docket 
No. E-22, Sub 273, Seventy-Third Report or the North Carolina Utilities Commission, pp. 354-55. 
Furthcnnore, Witness Maness incorporated by reference the North Carolina Supreme Court 
deciSion affimiing the equitable sharing or costs between ratepayers and shareholders with regard 
to Carolina Power & Light Company's (CP&L) Harris plant cancellation ccists. Tr. vol. 6, 226-28; 
see State er. rel. Utilities Com. v. Thornburg, 325 N.C. 463,385 S.E.2d 451 (1989). 

Witness Maness testified that the Commission has also found that an equitable sharing or 
costs was appropriate for the environmental cleanup costs associated with manufactured natural 
gas plants (MGPs) in its October 7, 1994 Order Granting.Partial Rate Increase in Docket.No. G-5, 
Sub 327. Tr. vol. 6, 228. The MGP sites were the subject of "investigations under environmental 
laws." According to witness Mane_ss, the Commission ordered an equitable sharing for the 
environmcn_tal cleanup costs of Public Service Company of North Carolina, Inc., (PSNC), and 
specifically found: 

29. The unamortized balance ofMGP costs should not be included in rate base. The 
resulting sharing of clean-up costs between ratepayers and shareholders will 
provide PSNC motivation to minimize costs and to pursue contributions from other 
pot~ntially responsible parties and insurers. 

Order Ghu1ting Partial Rate Increase, Application of Public Service Company of North 
Carolina, Inc., for an Adjustment of its Rates and Charges, No. G-5, Sub 327, at 6 
(N.C.U.C. Oct. 7, 1994) (MGP Order}. 

Turning to whether the CCR costs are used and useful, witness Maness explained 
that "used and useful" only applies to a utility's property and not to a utility's expenses 
incurred in the operation, maintenance, and disposal of that property. Tr. vol. 6, 229-30. 
Witness Maness argued that- DENC's deferred CCR costs are not "property used and 
useful" under N.C.G.S. § 62-l33(b)(l} because (I) most of the costs in this case were 
incurred for operating expenses, and (2) the Commission authorized deferral of those 
expenditures to a regulatory asset. In particular, he testified'that: 

(I) In data responses to the Public Staff, the Company has stated that the vast 
majority of the CCR expenditures made from January 2015 through June 
2019 would be charged to expense if the FASB and FERC USOA [Federal 
Energy Regulatory Commission Unifonn System of Accounts] ARO 
accounting requirements did ncit exist. 
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(2) Even for those items that might be capitalized costs of property in the 
absence of the F ASB and FERC USOA ARO aCcouh_ting requirements, the 
C_ompany has itself chosen to request a regulatory accounting and 
ratemaking method that does not explicitly account for any coal ash 
compliahce costs, either-in.the past or in the future, as the capitalized costs 
of property, but instead accounts for them as expenses, ·with a proposed 
regulatory asset-intended to,provide for the recovery of expenses incurred 
in•the.past. Although the Company could-have chosen to propose following 
a differe,nt method, whereby it might specifically identify capital costs 
separately and include them in rate base, depreciating them over their useful 
lives, while.accounting for other expenses on an ongoing basis, it did not. 
Instead, the.Company has proposed to utilize ail accounting and mtemaking 
model-that accounts for and recovers the coal ash cleanup costs as e_xpenses 
on ·an as-spent basis, without specific identification of, or accounting for, 
any·costs as.plant in service or other property. 

Id. at231-32. 

In addition, witness Maness addressed the issue of whether the classification of the deferred 
CCR costs as ""working capital" is appropriate. Witness. Maness stated that in his opinion• the 
classification is a matter of convenience and the "Proposed deferred coal ash compliance costs.are 
expenses incurred in the past that the COmpany proposes to recover in the future; they have nothing 
to do with- the Company's -forward-looking Obligation to, provide utility service;'' Id. at 232. To 
clarify the appropriate scope of Working capital, witness Maness provided the following 
description from Charles F. Phillips, Jr. in.his treatise ori utility regulation: 

Working capital - the funds representing necessary investment' in materials .and 
supplies, and the cash required to meet current obligations and to maintain 
minimum bank- balances - is included in the rate base so that investors are 
compensated for capital they have-supplied to a utility, 

Id.; see Charles F. Phillips, Jr., The Regulation of Public ,Utili_ties 348 (3d ed. 1993 ). Since tlJ,e 
CCR deferred costs neither enable nor facilitate the provision of.current or-future utility service, 
consistent with the Charles Phillips definition, witness Maness asserted that those costs canm;it be 
classified in substance as "working capital," and.thus are not required to.be included in rate base. 

Witness Maness ·testified that when a return is denied on coal ash costs, the degree of 
sharing is a function of the length of.the amortization period: "as the·d~lay in the recovery period 
increases, the ,utility's financing costs increase, and the burden of the loss of the time value of 
money on,the ratepayers decreases." Tr. voJ..-6, 234.To achieve a sharing that results in ratepayers 
bearing approximately 60% of the present value of deferred costs at the.net-of-tax overall rate of 
•return 'witness· Maness recommended, in his direct testimony, a 19-year· amortization period. 
Id. at 235. 

Witness Maness stated that the 60%-40% sharing ratio is a qualitative judgment that the 
Pllblic Staffbeliev·es is reasonable and appropriate based on the magnitude and nature of the costs 

478 



ELECTRIC - RATE·SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

and the extent of DENC's:culpability for coaj ash environmental contamination, as addressed in 
the testimony of witness Lucas. Id The recommendation for a lesser sharing burden on investors 
in this case than was recommended in the recent DEC and DEP rate cases (approximately 
50%-50% sharing) is based on the lesser extent, of environmental contamination attributable to 
DENC's coal ash waste management units, as detennined,by witness Lucas. 

Witness Maness· additionally stated that the ·Public Staff would very likely recommend 
some level of sharing even in the absence of environmental culpability, due to the magnitude 
ancVor nature of the cosl'i. Id. at 237.:.38. In DENC's Sub 532 general rate case, the Public Staff 
agreed to an amortization period of five years with the unamortized balance included in rate base. 
However, at that time the total paid-to-date system costs were Only 22% of the system-wide 
Deferral Period CCR costs at issue in this case. Additionally, as described by witness Lucas, there 
was almost no evidence in the Si.lb 532 record of environmental problems created by DENC's coal 
ash storage facilities, in contrast to·the present case. Id. at 238-39. 

In supplemental direct testimony Public Staff witness Man~ adjusted his sharing 
recommendation amortization period from nineteen years to eighteen years based on the· Publie 
Staff Stipulation. Id. at 246. He explained that the overall rate of return agreed to-in the Stipulation 
affects the number of years of amortization needed to achieve the recommended sharing allocation. 
Due to the increase in the rat~ of return from that initially-recommended by the Public Staff, the 
amortization period necessary to achieve.an approximate 60%-40% sharing decreased fo eighteen 
years. The sharing percentage is approximate: eighteen years produces a ratepayer sharing of 
59.212%, which is the clo_sest to 60% sharing that can b~ achi~ved usi_ng the stipulated rate of 
return and whole years without.the ratepayer portion exceeding 60%. Id. at 247. 

Witness Maness also adjusted the North Carolina jurisdictional amount of the CCR 
deferred costs to reflect the compounding of DENC's return on those costs,on an annual basis,.as 
agreed to by DENC, rather than tm·a mgnthly basis, as initially proposed by DENC. The adjusted· 
North Carolina jurisdictional amount is $21,841,000. Maness Supplemental Exhibit I, Schedule 1. 

Rebuttal Testimo11y of DENC Witness Williams 

Company wilness·Williams' rebuttal testimony responded to the direct testimc;my of Public 
Staff witnesses Lucas and Maness regarding the Public Staff's recommended "equitable sharing" 
disallowance. Witness Williams observed·that the·Public Staff's disallowance theory largely rests 
on its opinion that DENC was "culpable" for creating a risk of groundwater contamination that 
has led to actual environmental contamination attributable to the Company's CCR waste 
management facilities. Tr. vol. 7, p.,52. He also noted that-the Public Staff argued that "equitable 
sharing" would be appropriate even without "culpability" solely because of the magnitude of 
DENC's requested costs. According to witness Williams "culpability" suggests wrongdoing. He 
noted that the Public Staff has acknowledged that it is not capahle ofor willing to identify a specific 
action the Company could have taken in the past, and that witness Lucas previously testified in the 
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2018 DEP Rate Case, in which the Public Staff also recommended equitable·-sharing based on 
DEP's historical ash management practices: 

We can't go_ back in time and say, oh, they should have put in a clay liner in 1978 
or done dry ash stacking:in the 1980s. I mean, that's impossible to go back and put 
all these '\vhat ifs" together and say exactly here's what they should have done. 
And here's what would have been the cost, and that cost would have been i~ the 
rates,today for customers. 

[J1hat's going back to the past. Somebody could have gone back and said·what you 
should have done back at a certain time. And that's - you could be talking about 
the prudence, and I can~t'go back and-I can'.t go back and tell you exactly what 
would have happened what you should' have done at a certain time. I'm not sure 
what good it would have.done .... 

Id. at 52. 

Witness Williams contended that this case should be focused on detennining whether the 
identifiable CCR costs that the C0mpany incurred from July I, 2016 through June 30, 2019, w~re 
the result of reasonable and prudent decisions mad~ at the· time the. costs were 'incurred. He 
maintained that DENC's costs are reasonable and prudent because the Public Staff did not 
q:commend a single, specific. cost disallowance related to DENC's CCR impoundments or 
landfills. Jd. at 56. 

Witness Williams also ques!ioned whether it was within the Public Staff's purview and 
scope of expertise to evaluate.-the Company's: compliance with environmental regulations and 
standards. He noted that neither the Company nor the Public Staff could find any example prior to 
2016 where the Public Staff had raised any concerns regarding groundwater or surface water issues 
related to CCR or. CCR management strategies at any ofDENC's facilities; Id at 57-58; Company 
Rebuttal Exhibit JEW-I. He noted that it has been the Public Staff's position that it is not an 
environmental regulator, and environmental regulatiof'I_ of DENC's CCR impoundments and 
landfills is.the responsibility of state agencies such as the Virginia DEQ and West Virginia DEP, 
and that when a utility complies with the directives of its environmental regulators, it has been the 
position of the Public Staff that such actions would not.be considered mismanagement. Witness 
Williams testified that if the Public Staff's role did not involve evaluating the Company's 
CCR management practices when the management decisions were made, the Public Staff cannot 
argue that its role in the present case involves·second-guessing the decisions of the Company·and 
its environmental regulators deea~es later. Ti'. vol. 7, 59. 

Witness Williams further questioned the rublic Staff's role and expertise regarding 
environmental issues in lightoftestimony submitted by the,Public-Staffin May 2019 in Docket 
No. EMP-103, Sub 0. In that case, Albemarle Beach Solar, LLC applied for a certificate ofr1ublic 
convenience to construct an 80-MW solar facility in Washington County, North Carolina An issue 
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in the docket was the potential environmental impacts of the solar project. According to witness 
Williams, the Public Staff did not c;,pine on those JX)tcntial environmental issues and testified: 

[T]h~ Publi9 Staff does not have particular expertise in the area of impacts of 
electric generation on the environment. Those issues are best left to the purview of 
environmental regulators whq do have this expertise, and who are responsible for 
issuing specific environmental permits for electric generating facilities. To that end, 
as stated below, the Public Staff recommends that the Commission require 
compliance with all permitting requirements .... 

1d. at 59-60. 

Witness Williams noted that the Public Staff witness who offered the testimony in Docket 
No. EMP-103, Sub 0 held the same position Within the PtibliC.Staff - Utilities Engineer, Eleclric 
Division- as witness Lucas. Based on the Public.Stafrs statements about its role and the scope of 
its expertise, witness Williams opined that witness Lucas' testimony was un~liable. Id He aJso 
commented that the Public Staff's.recent attempts _to take on the role·of a hindsight environmental 
regulator would promote inefficiency and inconsistency within the utility industry. It would be 
inefficient because environmental regulators aJready consider and understand the potential impacts 
of their decisions, such as when and to whom to issue pennits, when and where"t0 require and not 
require groundwater monitoring, or how potential impacts,·ifmanifested, should be addressed. The 
Public Staff is attempting to second~guess those efforts but without-the requisite level of expertise. 
ft would promote inconsistency because having utilities be subject to the Public Staff's hindsight 
environmental review would potentially undennine the decisions, judgment, and expertise of 
environmental regulators. Id at 62; 

Witness Williams aJso responded to the Public StafPs criticisms of his expertise and ability 
to testify regarding historical CCR managemenrdedsions made by the Company. He testified that 
those criticisms are unfounded. He testified that he was a professional geologist with almost twenty 
years of groundwater remediation and waste management ·experience. This· experience.included 
five years that he speht with VA DEQ; where he was the lead staff on reviewing coal ash 
regulations following the TVA dam failure in 2008. His role was to not only provide expertise in 
coaJ ash, but to also provide guidance regarding Virginia's groundwater requirements and their 
history. Witness Williams testified that while at the Company he has aJso become proficient in 
West Virginia's groundwater regulc!_tions and their application to DENC's Mt. Stonn facility. Since 
the Public Staff's recommended disallowance is largely based on alleged groundwater issues at 
DENC's sites in Virginia ond West Virginia, he explained that he was extremely Well-qualified to 
explain the Company's CCR management decisions with respect to groundWater in· those states. 
Add.itionaJ!y, he explained.that he was well-position~d to discuss the history of CCR nianagement 
at DENC's facilities. In his role•as Director of Environmental Services, he was responsible for 
overseeing environmental compliance at all of DEN C's coal-fired plants. That role required that 
he understand how- those plants and CCR storage .facilities have been historically operated. 
Additionally, he reviewed historical regulatory reports as well as the studies cited by witness Lucas 
and explained that he was well-qualified to understand those materials in their proper context and 
to draw meaningful and reasoned conclusions from them. Id at 60-61. 
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Witness Williams next addressed witness Lucas' criticisms and characterizations of 
DENCs historical CCR management practices,'and environmental c-ompliance history. Witness 
Williams disagreed with witm;:ss Lu~• contention that the electric generating,industry knew or 
should have known that wet storage bf CCR in unlined surface impoundments was detrimental to 
the quality, of surrounding·groundwater and surface water. He observed· that.none o_f the articles, 
reports,-or,studies cited by witness Lucas condemn or recommend the elimination of the use of 
unlined impoundments. Further,.he explain~d that unlined surface impoundments are not by their 
very existence •1detrimental" to groundwater and nearby-surface water. Hc,explaincd that EPA 
reports from the I 980s through the 2000s ,show that site. specific and regional factors must be 
considered tO evaluate.potential impacts t6 Water quality from surface.impoundments. In addition, 
he stated that if impacts are discovered that does not mean that the public or environmental health 
has·been threatened .. /d. at-64--65. 

Witness Williams testified that niuch context was missing from witness L~cas' t~stimony 
regarding the Company's- historical management practices. He opined _that 'the Public Staff's 
testimony was devoid of any qualitative-analysis of the evolving knowledge of p_otential. impacts 
.from CCR manag~ment practices. He explained that understanding the extent and nature of 
potential impacts is crticial,to detennining whether the Company·adequately managed its CCR. He 
a!So·testified.that.one should consider how·different actions may have impacted DENC's ability 
to reliably generate :electrlcin, to meet demand and other economic impacts. While surface 
impoundments·are now being regulated out of exjstence,.witness Williams e_xplained that surf~ce 
impoundments were originally constructed as an environmental solution to address concerns about 
air emissions·from-coal-fifed plants. Those concerns resulted in the adoption·of emiSsion control 
technologies to collect CC~ which· previously would have beep emitted ·into the air, and· direct the 
CCR via water to surface impoundments· serving a water treatment function. According to witness 
Williams, EPA's approach 'to regulating CCR has evolved sign_ificantly· over· time; ultimately 
culminating in the CCR Rtile. /d. at 65-66. 

To show that evolution, ·witness Williams summarized the major federaJ regulatory 
detenninations.and reports affecting CCR from thee 1970S through.the promulgation of the CCR 
Rule .. Those detenninations and reports reflected EPA's ,findings after·considering the available 
scientific and industry knowledge; Witness Williams testified that; until the CCR Rule, EPA's 
position was to.defer to state agencies, like VA DEQ and WV DEP, to regulate CCR and detennine 
.whether industry practices were.sufficiently protective of the environment He testified that it was 
not until 20)0, when the draft CCR Rule was published, that EPA first proposed·actions to address 
pote_ntial environmental risks from unlined surface.impoundments. According to Witness Williams, 
that is.be~use prior to the CCR Rule EPA had concluded that a one-size-fits-all federaJ regulatory 
approach was not deemed necessary'to address region-specific conditions.and risks. Even then, 
one of EPA's proposals would'have hllowed,the contintied use of unlined sl.lrface·iinpoundmerits 
until they reached the end of their useful liVes. /d, at 65.:.73. 

Witness Williams opined that DENC responded reasonably and appropriately to evolutions 
in industry practices and regulatory approaChes-for CCR mai1.agenierit'by folloWing,the_directivcs 
of its state regulators. Witne_ss Williams described the.regulatory regimes i!l Virginia and West 
Virginia that were applfoable to its CCR surface.impoundments-and landfills. He explained.that 
Virginia first adopted grou_ndwater regulations in 1977. From 19?7 unt.il.1998, Virginia DEQ's 
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regionaJ offices evaluated groundwater risks at CCR.facilities through requiremenls placed in the 
Company's VPDES, Virginia Pollution Abatement .(VPA) permits, and solid waste permits. 
Additionally,_ he explained that local governments were also able to require groundwater 
monitorin.g through conditionaJ use permits issued for certain CCR storage facilities. He testified 
that in 1998, VA DEQ developed a policy (the 1998 VA DEQ-Guidance) to promote consistent 
standards amongst its six regions, which included guidance ·on when to require groundwater 
monitoring, how monitoring wells should be installed, f4e parameters that should be considered 
for monitoring, the proper methods for collecting and analyzing samples, detennining the need for 
and execution of risk assessment, and selecting remediaJ methods. if needed. He explained that 
under the 1998 VA DEQ Guidance,ultimate responsibility for determining whether groundwater 
monitoring was necessary was delegated to the.permit writer, who was a member of the Virginia 
DEQ staff with specialized expertise. If groundwater monitoring was determined to be necessary, 
the permit writ~r could require DENC to develop a groundwater monitoring plan (GWMP). 
Witness Williams testified that Virginia DEQ adopted a phased appro.,ich for groundwater 
monitoring. The first phase would typically involve a small number of wells (minimum of one 
upgradient and two,downgradient); If potential groundwater impacts were·detected during the first 
phase, a second phase with additional m6nitoriilg wells could be required. He testified that based 
on the groundwater monitoring data received (i.e. constituents,. detected levels, extent of plume, 
proximity of plwne to receptors), Virginia DEQ could then determine whether a_ risk assessment 
was necessary. If Virginia DEQ identified a potential risk, then it could require remedial action, 
which could range from requiring closure, excavation, or lining of surface impoundments. 
However, he explained that Virginia DEQ would· have selected a remedial option that was 
commensurate with the.risks posed by the·potential impacts. If impacts or potential off-site risks 
were deemed not to be harmful, Virginia DEQ could determine that leaving the groundwater aJone 
(i.e. natural attenuation) at that point may be all that is necessary. Id. at 74-75. Similarly to Virginia 
DEQ, the West Virginia DEP was responsible for overseeing the State's solid waste program 
applicable to CCR storage._ As of 1987, aJI CCR disposal sites in West Virginia were required to 
meet leachate, waste .confinement, and aesthetic standards, and there were provisions for 
groundwater monitoring and final cover·requirements. /d. at 76. 

Witness Williams testified that by 1988, when the EPA published its report to Congress, 
DENC was monitoring groundwater at all but one of its active Virginia stations pursuant to 
Virginia DEQ requirements and standards. He testified that by 2000 the Company was monitoring 
groundwater at all of its Virginia stations, and that at.the Company's Mt Storm facility in West 
Virginia, groundwater monitoring began in 1987 after DENC received its NPDES permit to 
construct the CCR landfill. Witness Williams stated that simi_lar to the approach taken in Virginia, 
an exceedance of a gr~mndwater standard in West Virginia was not managed as a violation 
warranting a penalty. Instead, DENC would have been required to take additional steps to evaJuate 
groundwater quality, including increasing the frequency of sampling,, adding parameters to 
monitor, and assessments for potential remedial action. Witness Williams explained that West 
Virginia DEP never required corrective action for groundwater exceedances. Id. at- 75-77. 

Based on what he described as the robust regulatory Oversight that was in place in Virginia 
and West Virginia and DENC's compliance with regulatory directives, witness Williams disagreed 
with witness Lucas' contention that the Company did not install comprehensive groundwater 
monitoring well networks to evaluate potential groundwater impacts from CCR surface 
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impoundments. He noted that witness Lucas did not explain what he meant by "comprehensive 
monitoring" or how it would differ from what the ColTlpany had already been doing, and that 
wibless Lucas provided no meaningful and necessary details to explain what "comprehensive 
monitoring" should have occurred, including how many background and monitoring wells should 
have been installed, the location of wells, the constituenls to be monitored, or the frequency of 
testing. Id. at 78-79. Further, witness Williams noted that wibless Lucas did not explain why 
Virginia DEQ and West Virginia DEP's judgment regarding the necessity for and scope of 
groundwater monitoring should be ignored in favor of witness Lucas' undefined, hindsight 
standard. Considering that DENC's state environmental regulators did not believe that installing 
extensive groundwater monitoring networks was necessary or appropriate for all sites, witriess 
Williams questioned whether DENC's economic regulators, including this Commission and 
Virginia State· Corporation Commission, would have deemed costs to install and monitor 
unnecessary wells to be reasonable. Id at 80. 

Witness Williams explained that DENC and its state regulators took a measured approach 
to assess and-mitigate potential risks from CCR storage facilities. He testified that DENC collecicd 
groundwater data in accordance with its environmental pennits, and it submitted ,that data to ils 
environmental,regulators for review .and· analysiS. In the event1of exccedances he explained that 
regulators on some occasions used th~ir expertise and professional judgment to require further 
action, including increasing monitoring frequency, increasing the number of constituents to be 
sampled, requiring the installation of new wells, or requiring the preparation of site 
characterization studies.to evaluate-potential risks. Witness Williams testified that-in all cases the 
Company complied with any additional actions req"uired by its environmental regulators to 
mitigate risks and protect.the environment. He noted that for all of DENC's lined and wilined 
surface impoundments, state environmental regulators reissued pennits allowing the Company to 
continue to dispose and .store CCR in those impoundments. He opined that had environmental 
r~gulators detennined that DENC's CCR storage areas posed a threat to human health or the 
environment, they Would not have continued to renew those operating permits and would have 
required more corrective actions. Id. at 80-81. Witness Williams also testified that witness.Lucas 
coi.Jld not-explain how groundwater monitoring different than what had beeri-historically required 
by Virginia DEQ and West Virginia DEP (i.e. "comprehensive groundwater inonitoring well 
networks") would have changed the Company's CCR managem~nt practices or avoided the 
present-day-costs that the Company is seeking to recover in this case. Id at 81-82. 

Witness Williams also responded to witness Lucas' contention that DENC, as an industry 
leader, was responsible for setting the industry standards. Although witness·Lucas was apparently 
critical of those industry standards; wibless Williams noted that wihless Lucas did not explain or 
define what the industry standard should have been, nor did he argue that DENC's compliance 
with the industry standard and applicable laws was unreasonable or irrelevant. According to 
witness Williams, witness Lucas insinuated that DENC should have moved well ahead of accepted 
science, regulatory requiremenls, and industry practice by taking wispecified measures to prevent 
any and all groundwater·quality impacts regardless of cost, despite likely interruptions to electric 
service, and without evidence of any potential harm·to human health.or the environment. Id at 83. 
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Witness Williams rejected witness Lucas' assertion-that the·Company was or should have 
been aware of environmental degradation caµsed by its CCR because of erivironmental·studies that 
were conducted at P_ossum Point, Chesapeake, Chesterfield, and Yorktown. Witness Williams. 
opined .that the existence of exceedances, .alone, did not mean that the C_ompany banned the 
environment or otherwise mismanaged its CCR. He explained that the existence of past and present 
groundwater exceedances .reflect<; historical construction practices and the -evolution of 
groundwater assessment and corrective action tinder modem laws. He testified that EPA was aware 
that the design of a.sh basins had resulted in groundwater ,concerns throughout the indl.lstl')'; 
however, EPA determined that immediately closing basi~, which would require shutting down 
operating coal pl_ants, would-be_.more harmful to human health and the ~nvironment than-taking-a 
measured approach. Witness Williams testified µrat DENC's state regulators focused on whether 
the•exceedanCes were-C8usillg, or had th'e potential to Cause harm to, any. on- or off-Site receptors 
to.·dctermine whether- mitigaiioti measures were necessary. 'The existence of an- exceedance· of 
applicable standards at a particular location was not e\lidence ofaCtual or potential harm; rather, it 
was a data point that informs whether and to what extent further."study is required-it:, assess potential 
risk. Witness Williams cited the 1998 Virginia DEQ Guidance which stated that "risk assessment 
ultimately determines whether some measure of refuediatiOn needs tO be completed:" He then 
pointed out that none ofi:he 0 reports cited by witness Lucas indicated.any risk to offsite human 
health or ecological receptors. Id at 83-86, 

Witness Williams testified iliatthe reports cited by witness Lucas actually showthatDENC 
was· diligently monitoring groundwater .to determine whether further mitigation measures were 
necessary. He testified that when Virginia DEQ did require:follow-up measures the Company took 
appropriate measures. He rejected witness Lucas' con!ention that the Company.did not follow.the 
directives of its regulators regarding groundwater issues at Possum Point. He pointed out ,that 
witness Lucas' own exhibit showed-that the Company did, in fac~ comply witJi-a Special Order 
issued by,the State Water Control Board,,whicb was-confirmed by the cancellation of that order in 
1991. Witryess Williams also-clarified that.the report relating,to-groundwatedssues at-Yorktown 
that was cited by witness Lucas had nothing, to do with CCR. Id. at 84-85: Regarding-. witness 
Lucas' reference to Chisman Creek and the,Battlefield Golf-Club site, witness Williams testified 
that .those sites were irrelevant to .the iSSues in this case because neither site is· subject to •the 
CCR Rule, neither site was owned by DENC when contamination· occurred, and neither site 
managed' CCR-in surface impoundrrients or ·landfills. Id at '86-88. Likewise, witness Williams 
testified that the legal matters cited by the Public Staff were also-irrelevant and misleading because 
witness Lucas did not argue that the existence. o( those cases was evidence of wrongdoing, 
niismanagement or harm to the environment. Id at 88~89. 

Witness_ Williams also responded to f:he·Public Staff's-criticisms of the discovery proce~s, 
which he opined· was merely a distraction. He represented f:hat _ he and his staff made good .faith 
efforts to locate, Collect, and then proQ_uce information and_ documents spanning almost four 
decades of~e Company's operations. He estimated that DENC employees spent-ov~r 250 hours 
searching for and collecting information; culminating in the produc~ioli of ,decades' worth of 
CCR-related docwnents to the Public Staff. He noted·that the Public Staff never filed a motion to 
compel,_ despite claiming DENC's responses· were inadequate. He also testified that he was not 
aware of any legal requirement or business reason to retai_n decades-ale~ permitting -materiajs, 
especially when the Company could not·have foreseen tharthe Public Staff Would, d~es c!fier 
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the CCR storage facilities were constructed, be scrutinizing the Company's historical CCR 
management practices. Witness Williams explained 'that witness Lucas' testimony regarding 
purported examples of' discovery deficiencies and instances of non-responsiveness was 
misleading, irrelevant, and false. Id. at 89-92. 

Witness Williams also rejected the Public Staff's claim that it did not have enough 
information to evaluate-the Company's environmental compliance history. As the Public Staff did 
not conduct a' prudence review, nor did it have any intent to do so, it was unclear to witness 
Williams how additional information regarding historical CCR mapagement decisions would have 
been helpful or relevant to the Public Staff. Responding to witness Lucas''testimony regarding the 
lack of groundwater reports prior to 2000, witness Williams testified that DENC did provide the 
Public Staff with a spreadsheet showing all-oflhe approximately 300,000 groundwater monitoring 
results going back to the beginning of monitoring for each site, each ofwhich·viould have been 
provided to VA DEQ or WV DEP. He opined that DENC's compliance· history could be judged 
by its regulators' response to lhose monitoring results: 

• DENC's environmental regulato~ did not require lhe Company to retrofit its-existing 
impoundments with liners; 

• DENC's environni.ental regulators did not require the Company to close its existing 
impoundments; 

• DEN C's environmental regulators did not require lhe Company to excavate CCR from 
its existing impoundments; 

• DENC's environmental regulators authorized ,the Company's continued use of its 
existing· impoundments; 

•· DENC's environmental regulators authori~d the Company to •continue disposing of 
CCR in its existing impoundments; and 

• DENC's environmental regulators, where potential groundwater- impacts were 
ideptified, required further monitoring, risk assessments, or corrective action. 

He testifie<l'lhat, while Virginia DEQ and West Virginia DEP had the authority to do so, 
they never saw a sufficient environmental justification for requiring DENC to change its CCR 
management practices. Further, he opined that in the absence of any environmental justification 
the Company. wolild not have been able to make an economic justification to its shareholders and 
cus.tomers for .overhauling its operations. He testified lhat the Public Staff's assertion that 
"missing" ·groundwater data would have shown additional evidence of degradation was 
speculation, was not scientifically supported, and wus not consistent with the regulatory- record. 
Moreover, he testified that it would be speculation built on speculation lo suggest that additional 
evidence would have triggered any different action by cnviromnental regulators or the Company. 
He opinecj that recent groundwater data collected under the CCR Rule, which did not show risks 
to human health-or lhe environment, confirmed that additional data would not have spurred state 
regulators to require changes to the Company's CCR management practices. Id. at 92-94. 
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Witness Williams concluded his rebuttal testimony by showing that the Public Staff's 
hindsight review of the Company~s historical CCR management practices was unfair and not 
productive. He noted_that the Public Staff and the Commission knew about and never objected to 
the continued use of surface impoundments an~ landfills in North <;arolina. He explained that 
burning coal'and storing the by-products was essen_tial to providing reliable electricity"in the region 
for decades. Witness Williams conceded that present and future CCR costs were significant but 
that'the Company was minimizing those.costs to the degree possible. He expressed his concern 
that the Public Starrs recommended disallowance of admittedly prudent and reasonable costs 
through "equitable sharing'' was shortsighted and could lead to an unpredictable and unhealthy 
regulatory' environment for utilities and their customers. Id at 96-97. 

Rebuttal Testimony of DENC Witness McLeod 

Witness McLeod noted that the Public Staff agrees and makes no objection to the 
Company's ongoing deferral accounting treatment of CCR costs. Tr. vol. 6,665. He also addressed 
each of the Public Staff's three recommended adjustments set forth in the testimony of witness 
Maness. First, he stated that the Company accepts as reasonable the Public Staff's recommended 
adjustment to use annual compounding rather than rrionthly compounding for financing costs· 
incurred on CCR ARO expenditures during the deferral period of July 1, 2016 through June 30, 
2019. Witness McLeod noted that this change reduces the Company's Adjustment NC-33 by 
$23,000. /d. at 667. 

Witness McLeod next explained the Company's opposition to witness Maness' purported 
justification for·the Public Starrs proposed equitable sharing approach; As a threshold matter, 
witness McLeod noted that neither witness Lucas nor witness Maness identified any specific 
CCR-related cos ls that the Public Staff alleges to be imprudent or unreasonable. Id at 667. Witness 
McLeod underscored that the appropriate regulatory Standard· for denial of cost recovery is a 
findUlg that.a specifically identified cost has been imprudently incurred or that the level of cost 
incurred is ·unreasonable. In the absence of an allegation of imprudence or unreasonableness, 
witness McLeod found the Public Staff's proposal to be ~standard-less," subjective, and 
inappropriate. Id at 669. For example, witness McLeod noted that the PubliC.Staffcan point to no 
methodology that would support its selection of the proposed 60/40 sharing split. Noting witness 
Maness' concession that the Public Staff subjectively selected a sharing ratio, then "backed into" 
the mechanism necessary to achieve that level of disallowance, witness McLeod highlighted that 
the Public Staff chose differing percentages for equitable sharing in ·each of the instances in Which 
it has advocated for-adoption of the principle-50/50 in the.DEP rate case, 51/49 in the DEC rate 
case, and 60/40 in the instant case. Id at 670. In witness McLeod's view, the Public Staff's 
"qua1itative judgment'1 with respect to the.proposed disallowance is·'inappropriate as a regul!i.tory 
cost recovery approach. 

Witness McLeod next refuted witness Maness' contention that the Commission ·should 
treat'the Company1s request to recover its prudently incurred CCR costs the same as it did cosls 
associated with abandoned nuclear plants. In particular, witness McLeod noted that abandoned 
nuclear plant costs are not comparable to the costs of CCR remediation and closure of 
waste management facilities because-unlike CCR generating plants~abandoned nuclear 
plant cosls were ne\'er used and useful in providing ui.ility service to customers. Id at 672. 
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Moreover, witness McLeod noted that the Commission rejected this comparison in the recent DEP 
and DEC rate c.ases. 

Witness McLeod likewise disagreed with witness Maness' contention· that the 
Commission's prior treatment of environmental clean-up costs of manufactured gas plants (MGPs) 
supports an equitable sharing of coal ,ash c;osts. In particular, witness McLeod noted ~ few key 
differences between MGP and coal ash costs. First, at-the time ofcle:m-up, the majority ofMGP 
sites had not been used in decades. In contra.(, the Company's coal-fired gener~ting units and/or 
the coal ash disposal facilities are either still providing services to customers or were providing 
service until very recently. Id. at 674-75. Second, the coa1-fired generating plants that utilized the 
coal ash disposal facilities h~ve always been in the ownership of the Company or its predecessors. 
Most MGP sites, on the other hand, had severa1 owners before being acquired by the regulated gas 
utilities that eventually undertook MGP clean-up. Id. at 675. 

Rather than rely on the ill-fitting analogies put forth by witness Maness, witness McLeod 
urged the Commission to adopt the cost recovery methodology used by this Commission in the 
2016 DENC Rate.Case in Docket No. E-22, Sub 532 and the DEP and DEC rate cases that were 
heard in 2018 in Docket Nos. E-2, Sub 1142 and E-2,.Sub 1146, respectively.,/d.-at-676. ln each 
of those.cases, witness McLeod noted, the Commission found the relevant CCR expenditures to 
be used,and useful because they were included in the working capital section of the rate base and 
were investor-furnished rather than ratepayer-furnished funds. Id. at 679; 

In addition witness McLeod stated that he did not believe the eighteen-year amortization 
period proposed· by the Public Staff would be in the !;,est interests of either North Carolina 
customers or the Company. He· noted that a longer amortization period costs customers more in 
the long run and delayed recov.ery of these deferred costs puts more pressure on rates in the.future 
as the company will continue to incur significant additional environmental expenditures-related to 
CCR.regulatory compliance in the coming years. 

Finally, witness McLeod noted that witness Maness' proposal to account for CCR costs 
differently because they are an "extremely large cost" is not workable from a regulatory accounting 
perspective. Because the Public Staff and witness Maness have offered no explanation as t9 the 
definition of an "extremely large ,cost," adopting a regulatory order based on a subjective 
interpretation of the term is inconsistent with- witness McLeod's .experience of regulatory 
ratemaking and with known principles of regulatory accounting. Id at 683'. In .this case the total 
rate changes in the stipulation provides for an overa11 rate decrease for the North Carolina 
jurisdiction. This includes amorti:zat:ion of the CCR regulatory over a five-year period with a return 
on the unamortized balance. According to witness McLeod, if the Public Staff's nineteen-year 
amortization proposaJ is adopted by the Commission the result will likely be overlapping vintages 
of CCR regulatory asset amortizations across multiple, future rate cases in which the Company 
will be requesting recovery of additional deferred CCR costs. The Company's proposed five-year 
amortization of these regulatory assets·. allows rates to be ,set at a just and reasonable level that 
positions the Company's current rate structure to recover these nctually-incurred costs over· a 
reasonable amount of time. Id at 680-81. 
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DEN C's Post-hearing Brief and Proposed CCR Order 

DENC cited the Harris Order as the Commission's seminal standard of reasonable and 
prudent costs and stated that challengihg prudence requires a detailed and .fact intensive analysis, 
in which the challenger is required to: (1)-identify specific and discrete instances of imprudeqce; 
(2) demonstrate the existence of prudent.alternatives; and (3) quantify the effects by calculating 
imprudently incurred costs. 

Further, DENC cited N.C.G.S. § 62-133(b)(I), and stated that the Commission must 
"[a]scertairi the reasonable original cost Of the public'utility's property used and useful, or to be 
used and useful within a reasonable time after the test period~ in providing the service rendered to 
the public .within the State, less that portion of the cost which has been consumed by previous,use 
recovered by depreciation expense." In addition, DENC noted that in applying the reasonable and 
prudent and used and useful standards, the Commission must apply the apprOpriate burden of proof 
to the C(_)mpany's and intervenors' arguments. DE:NC argued that it incurred the CCR compliance 
costs at issue, supported by its application and the direct testimony-filed in this case, and;therefore, 
it has met its,prima facie burden. Moreover, DENC contended that its evidence was unrebutted 
because the Public Staff failed to identify or justify discrete disallowances under the applicable 
imprudence standard. As a result, DENC asserted that it is entitled to recover its CCR costs. 

DENC maintained that the -theory of "culpability" relied upon by the Public .Staff is 
incompatible with the reasonable and prud~nt standard because Public Staff witness Lucas could 
not identify any specific CCR actions or costs that DENC should or could have taken prior to 2016. 
According to DENC, CCR impowidment closure, even under the supervision of state regulatory 
agencies, is a site-specific undertaking with procedures that have-evolved over time and continue 
to do so, and fn the absence of federal regulatory standards and guidelines to follow, no one can 
say what the prudent course would have been, even if one acts.on the assumption that DENC.was 
imprudent to await promulgation of the federal environmental regulatory requirements. 

The Company asserted· that it followed the prevalent and cost-effective approach, which 
was to install monitoring-wells iteratively and methodically,to best identify hannful groundwater 
contamination, and that it-. provided substantial, competent evidence that its historical 
CCR management practices have been reasonable and-prudent. DENC submitted that absent any 
credible evidence that DEN C's design, operation, or construction ofits surface.impoundments :fell 
below applicable indtistry or regulatory standards, the Commission should conclude that the 
Company's historica1 CCR practices were reasonable and prudent. 

Further, DENC contended that it appropriately responded to advances in industry practices 
for managing CCRs and cited numerous EPA and other reports that if maintained support its 
position. Moreover, the Company asserted that without an environmental justification to upgrade 
or retrofit- its surface impoundments with liners, leachate collection or other remedial measures, 
taking such actions would not_ have been prudent or economically justifiable. 

DENC further contended that absent specific findings of imprudence the Public StafPs 
recommended equitable sharing disallowance i~ not justified. The· Company noted that the 
Commission did not_accept the Public Staff's equitable sharing concept in the 2018 DEP and DEC 
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Rate Cases.and contended it should likewise refuse to do so here. In particular, DENC stated that 
the equitable sharing approach-is without stand_ards, and, therefore; would be arbitrary for purposes 
of disallowing identifiable costs. 

With regard to the amortization period· over which the. CCR- costs should be recovered, 
DENC submitted that an amortization period of five years wo·uld be reasonable and appropriate. 
The Company stated that the Public Stall's proposed amortization period of eighteen,years, with 
no return, would be arbitrary and unfairly punitive to DENC. Further, DENC asserted that because 
it appropriately applied ARO accounting, ihe Company is eligible to earn a return on the amortized 
CCR costs. 

In summary, DENC requested that the Commission ,find by the greater weight of the 
evidence that the Company~s CCR closure expenses incurred over the period from July I, 2016, 
through June 30, 2019, are (a) known and measurable, (b) reasonable and prudent,.and (c)·used 
and'useful, and are, therefore, recoverable in rates. 

Public Starrs Proposed CCR Order 

The Public Staff stated that one argument underpinning its equitable sharing 
recommendation is that the Company knew·or should have known in past decades that its unlined 
coal ash imp_oundments had the potential to contaminate groundwater and surface water. The 
Public Staff pointed to-the testimony of witness Lucas iii which he identified a series of historical 
documents· that showed a growing industry awareness of the risks of unlined swface 
impoundments,·as well as a trend toward risk assessment and mitigation, and stated that-based on 
these developments there was by l 979 a·known risk of groundwater contamination f~m ash stored 
in unlined surface impoundments. In addition,.Public Staff maintained that no evidence presented 
by the Company provided additional context that would contradict.the as_sertion that the Cqmpany 
knew or should have known of the risks of its·coal ash storage practices by the early .I 980s. 

The Public Staff further contended that in addition to the historical documents there were 
specific instances of actual environmental contamination that illustrated the. risks of storing coal 
ash in unlined impoundments. As examples the Public Staff noted that the groundwater monitoring 
wells installed at the Possum Point facility in 1985 pursuant to the facility's NPDES pennit 
detected Violations-of groundwater standards in the vicinity of Pond D and Pond E, resulting in.a 
Special Order requiring further assessment of contamination and an evaluation of 
remediation options. 

In addition, the Public Staff cited the Chisman CI'eek CERCLA site, at which coal ash 
generated at the Company's Yorktown facility had been disposed ofin abandoned sand and gravel 
borrow pits between 1957 and 1974, causing-groundwater, surface water, an_d soil contamination. 
The Public Staff contended that the Company should have known-,. given this actual evidence of 
environmental co_ntaminati0n both ·at its Possum Point facility and stemming from coal ash 
generated at its Yorktown facility and disposed of in unlined pits. off-site - of the risks of 
contamination posed by unlined coal ash impoundments, and that' DENC's· actual experience at 
those locations provided knowledge of risk in the 1980s, in addition to the knowledge in the 
historical documents. 
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In addition., the. Public Staff noted that it was unable to obtain infonnation from the 
Company that would allow it to form a complete picture of the Company's past coal ash 
management. For example, the Pliblic Staff cited wilness Lucas' testimony that the Company .was 
unable to provide groundwater monitoring reports for any ofits facilities prior to the year 1999, as 
well as-for select years after 1999, and that the Company could not loc!lte a number-of its past 
NPDES permits. The Public Staff also cited the records stipulation entered into by DENC and the 
Public Staff, and contended that the Company's inability to locate and provide historical 
documents and records·concerning its past coal ash management practices is compounded by the 
fact that its primary wilness on the matter of coal ·ash, wilness-Williams, only recently joined the 
Company in 2015, and, thus, does not have any first:.hand knowledge of the Company's actual 
history ofmanagefll.ent ofCCRs in prior years. Witness·Williams' contention-that he supplemented 
his knowledge by review of historical docwnents and records is difficult to square, the ~ublic Staff 
contends, with the Company's inability to produce any significant quantity or quality of 
historical records. 

Moreover, the Public Staff submitted that the weight of the evidence shows that ·the 
Company is culpable for groundwater contamination at its sites. The Public Staff stated that 
witness Lucas presented evidence that'the'Compahy had 548 exceedances of groundwater quality 
standards at its coal ash storage disposal sites, and contended that these groundwater exceedances 
show statistically !,ignificant exceedances over natural background levels, MCLs, and/Or 
groundwater protection.standards that.are attributable to the migration of contaminants from the 
Company's coal ash disposal sites; In addition, the Public Staff maintained that the Company's 
failure in the 1980s to install comprehensive groundwater monitoring at its coal ash storage sites, 
and to use.the data that could have been obtained from comprehensive monitoring to manage the 
risk of contamination, establishes DENC's culpability. 

Further, the Public Staff urged the Commission to reject the Company's argument that 
complying with the directives of state environinental regulators is sufficient evidence that its coal 
ash management was reasonable and prudent, and to hold the Company to a standard based on 
whether a coal ash unit has the potential to_ contaminate the environment. The Public Staff 
maintained that the Commission should conclude that the Public Staff has presented sufficient 
evidence to show that environmental contamination from CCRs exists at all of the Company's coal 
ash disposal sites, and that the Company's coal ash impoundments pose ·a risk of future 
contamination that has required costly clean-up and closure to date and will require the further 
closure and excavation of ponds as mandated by the Virginia General Assembly. 

According to the·Public Staff, the Company bears culpability for not complying with state 
environmental regulatory policy to·avoid degradation of groundwater. With respect to the role of 
the Public Staff and Commission, the Public Staff asserted that the Commission should find that 
witness Lucas has sufficient qualifications to provide competent testimony regarding the 

491 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

Company's environmental compliance history, and that the Public Staff has broad authority under 
the Act to investigate the Company's cost recovery requests in a general rate case.1 

In addition, the Public Staff contended that the Commission has the authority and discretion 
to order an equitable sharing of coal ash costs·based on findings that.the Company did not comply 
with environmental regulations, that DENC' contaminated groundwater, that DENC created a risk 
of future contamination that affects remediation costs, and-that the magnitude.and nature of CCR 
costs'jusUry a sharing between ratepayers and shareholders. In this regard, the Public Staff cited 
N.C.G.S. §,62-l33(d), as providing the Commission with discretion to order equitable sharing on 
the basis· that "other material facts· of record" justify an adjustment necessary to achieve 
"reasonable and just rates." The Public Staff contended that a rate-oriented equitable sharing 
decision W1der N.C.G.S. § 62-133(d) does.not require'the identification of particular or specific 
costs resulting from an imprudent decision or act of the utility, or necessarily preclude.an after
the-fact or hindsight review, such as environmental contamination results. 

Finally, the Public Staff asserted that the Stipulation entered into in DENC's 2016 Rate 
Case does not estop the Public Staff or Commission from fully examining the prudence and 
reasom,1blem;ss of DENC's CCR costs. 

AGO's Post-hearing Brief 

The AGO contended that if DENC is allowed to recover its CCR costs it should not be 
allowed to add a rate of return to those costs. The AGO stated that only a utility's rate base, not its 
operating expenses, is.eligible to earn a return, and that DENC failed to show that its·CCR costs 
meet the test for inclusion in-rate base because ii has not shown that the costs are for property that 
is used and-useful for providing_current service to consumers. The AGO cited and·discussed several 
North Carolina Supreme Court cases on the issues of rate base inclusion and property used and 
useful, including State er rel. Utils. Comm 'n v. Pub. Stajf-N.C. Utils. Comm '11, 333 N.C.195, 202, 
424 S.E.2d 133, 137 (1993) (Carolina Trace) (reversing Cominission'S order that put into rat~ 
base a wastewater connection tha_t a utility was no longer using); State er rel. Utilities Com. v. 
Thornburg, 325 N.C. 484, 495, 385 S.E.2d 463, 469 (1989) (Thornburg II) (reversing 
Commission's decision to put costs to construct excess nuclear facilities into-rate base); and State 
ex rel. Utilities Comm 'n v. Carolina Water, 335 N.C. 493, 507-08, 439 S.E.2d 127, 135 (1994) 
(Carolina Water) (reversing Commission's-decision-to put retired wastewater treatment plant into 
rate base). 

1 Section 62-l 5(d) of the North Carolina General Statutes provides: 

It shall be the duty and responsibility of the public staff to: 

(1) Review, investigate, and make appropriate recommendations to the Commission with respect 
to the reasonableness of rates charged or propcised to be charged by any public" utility and with respect to 
the consislency of such rates with the public policy of assuring an energy supply adequate to protect the 
pu~lic health and safety and to promote the general welfure; 

(2) Review, investigate, and make appropriate recommendations to the Commission with respect 
to the service furnished, or proposed to be furnished by any public utility .... 
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The AGO; maintained that DENC's CCR costs mainly involve expenditures made in 
preparing.closure plans for CCR impoundments, treating contaminated groundwater, excavating 
coaJ ash, transporting it to other locations, and disposing of it, and that such costs are .typically 
accounted for as operating expenses. Further, the AGO stated lhat'lhe evidence-indicates that the 
CCR costs were related to disposal ofwas~c from power generation for electrical service that was 
provided in the past, instead of for property that is used and useful for providing electric·service 
to current and future customers. 

In addition, the AGO asserted that the costs to address coal ash do not become investment 
in rate. base.shnply because the expenditures are useful for enVironmental compliance, and that 
environment_al compliance. costs cari be reasonable and prudent, and thus recoverable as costs;· and 
still fail the higher standard of being.used and useful for providing current electric service, and 
thereby being allowed .to earn a return. 

Further, the AGO contended that the creation or existence of an ARO does not require that 
DENC's CCR costs be property used and useful, or to be used and useful within a reasonable time 
after the test period, in providing service rendered to the-public,:and'that no exception to the Used 
and useful requirement-is provided for an ARO in the Act. 

Finally, the AGO discussed Several cases and asserted that our Supreme Court has not 
recognized any exception to the used and useful requirement based on funds being identified as 
working capital or as.having been supplied by investors. 

Discussion 

Applicable Legal Principles 

The Commission is required to set just and reasonable rates for public utilities. 
N.C.G.S. §.62-130(a). Just and reasonable rates are those that provide the utility an opportunity to 
earn a fair return on its property and are,-fair to the utility's customers. State ex rel. Utilities 
Comm 'n. v. Piedmont Natural-Gas Co., 254 N.C. 536, 119 S.E.2d 469 (1961); State ex rel. Utilities 
Comm'n. v. Duke Puwer Co.,285 N.C. 377,206 S.E.2d 269 (1974). 

The ratemaking process for the Commission to follow when deciding a general rate case is 
set forth in N.C.G.S. § 62-133. The statute makes clear that, in establishing rates for any public 
utility, the Commission "shall fix such rates· as shall be fair both to the public utilities and to the 
consumer." N:C.G.S. § 62-133(a). Additionally, the statute requires the Commission to detennine 
the utility's rate. base. N.C.G.S. § 62-1-33(b). Finally, the statute provides that the Commission 
"shall consider all other material facts of record that will enable it to determine what are reasonable 
and just rates." N.C.G.S; § 62-133(d). AS the North Carolina Supreme Court has noted, all sections 
ofN.C.G.S. § 62-133 must·be given weight in construing the language of any in_dividual section 
of the statute. Utilities Comm'n v. DukePuwer Co., 305 N.C. l, 18,287 S.E.2d 786, 796 (1982). 
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To achieve just and reasonable rates, the utility's revenue must be sufficient to cover the 
utility's cost of service, plus allow the·utility the.opportunity to earn reasonable return on its·rate 
base but must be fair to customers_. To this end, the North Carolina Supreme Court has counselled: 

In sum, the fixing of"reasonable and just" rates involves a balancing of shareholder 
and consumer interests. The Commission must therefore set rates whiCh will protect 
both the right of the public utility to earn a fair rate of return for its shareholders 
and ensure its financinl integrity, while ,also protecting the right. of the utility's 
intrastate customers to pay a retail rate which rea.Sonably and fairly reflects the cost 
of service rendered·on their behalf. 

State ex rel. Utils. Comm 'n. v. Nantahala Power & light Co., 313 N:C. 614,691,332 S.E.2d 397, 
474 (1985), rev'don other grounds, 476 U.S. 953, 106 S. Ct. 2349, 90 L.Ed.2d 943 (1986), appeal 
after remand, 324 N.C. 478, 380 S.E.2d 112 (1989) (Nantahafa). 

When selling just and reasonable rates, the Commission must detennine whether costs 
incurred by the utility were prudently incurred, which involves an examiriation of whether the 
utility's actions, inactions or decisions to incur costs were reasonable, based on what it knew or 
should have known at the time the nctions, inactions, or decision to incur costs were made. Harris 
Order at }4; Challenging prudence requires a detailed -and fact intensive analysis, and the 
challenger is required to (1) identify specific and discrete instances of imprudence;.(2) demonstrate 
the existence of prudent. alternatives;· and (3) quantify the effects by calculating imprudently 
incurred costs. Harris·Order at 14-15. 

Further, the·"matching principle" dictates that custome,rs who use an asset should pay for 
the asset at the time it-is used. Put another way, the costs generated from a·resource should be 
borne-by the generation of customers that bcnefilted from the consumption.of the resource. Thus, 
in striking the balance between shareholder and consumer interests, the Commission endeavors to 
avoid or minimize the extent to which present and future customers pay for costs incurred related 
to service provided in the past. 

The burden of proof to show that rates are just and reasonable is on the utility. 
N.C.G.S. § 62-134(c). Nevertheless, intervenors have a burden of production in the event that they 
dispute an aspect of the utility's prima facie case. State ex rel. Uiils. Comm '11 v. Jntervenar 
Reside111s of Bent Creek/Mt. Carmel Subdivisions, 305 N.C. 62, 76, 286 S.E.2d 770, 779 (1982) 
(Intervenor Residents) '(''l11e burden of going forward with evidence of reasonableness and 
justness arises only when the Commission ~quires it or aflinnative evidence is offered by-a party 
to the proceeding that challenges the reasonableness of expenses .... "). If the intervenor.meets its 
burden of prodilction through the presentation of competent, material evidence, then the ultimate 
burden of persuasion reverts to the ulility, in accordance with N:C.G.S. § 62-134(c). 

As relates to the Commission's Order in DENC's 2016 Rate case, the Company asserts 
that "[f]undamental principles of fairness and due process dictute that the Company should be able 
to rely on the Public Staff's prior position" regarding the ability of the Company to fully recover 
its· coal ash expenditures. Tr. vol. 7, 58-59. In essence, the Company argued that the Public Staff 
is estopped from making a recommendation for the disallowance of costs based on the Company's 
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CCR management practices and environmental non-compliance because the Public Staff did not 
raise those concems,in decades past. Id. The Commission declines to accept-this.argument. The 
Company's obligation ·to serve the public interest and comply with applicable laws applies 
irrespective of whether or when the Public Staff or any governmental oversight or regulatory body 
challenges its actions. 

In addition, the Commission agrees with the Public Staff that the.order in DENC's 2016 
Rate Case does not have precedential value with respect to the CCR issues in this case. Section 
Vlll.D of the 2016 Stipulation between DENC and the Public Staff stated: 

Overall prudence of CCR Plan - The Public Staff's agreement in this 
proceeding to the deferral and amortiz.ation of CCR expenditures incurred through 
June 30, 2016, shaJI not be.construed as a recommendation that the'Commission 
reach any conclusions regarding the prudence and reasonableness of the 
Company's overall CCR plan, or regarding any specific expenditures other than the 
ones to be recovered in this·case. 

Agreement and Stipulation of Settlement at 10-1 ·1. 

Likewise, the Commission's order in DENC's 2016 Rate Case expressly stated that the 
order should not be construed as a decision on the prudence and reasonableriess of any,CCR issues 
other than the CCR costs allowed in-the 2016 proceeding: 

[F]urther, the Commission's determination in this case shall not be construed as 
determining the prudence and reasonableness of the Company's overall C~R plan, 
or the prudence and reasonableness of any specific CCR expenditures other than 
the ones deferred and authorized to be recovered in this case. 

2016 DENC Rate Case Order at 63. 

Th_e evidt;:nce presented in- DENC's 201'6 Rate Case on the industry's and DENC's 
historical CCR practices.and decisions was fadess extensive than the evidence presented in the 
present case, mainly because the Company and Public Staff settled for the Company's recovery of 
its-CCR remediation expenditures through Jlme 30, 2016. As a result, the issues ofpiudence and_ 
reasonableness were not fully litigated and no significant evidentiary record was •developed. 
Therefore, the Commission finds that it would be inappropriate to give the 2016 DENC Rate·case 
Order precedentiaJ effect for the treatme_nt of costs the Company is seeking to recover in 
this proceeding. 

FinaJly, the Commission's orders· must be based on competent, material and substantiaJ 
evidence in the record of the instant proceeding. N.C.G.S.§ 62-65(a) 
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Reaso11ahle11ess a11d Prudence of CCR Costs 

As a general rule, when the utility presents evidence that costs were reasonably and 
prudently incurred and rio additional evidence of prudence and reasonableness is presented, a 
prima facie case is made that the costs ~ere reasonably and prudently incurred. Intervenor 
Residents, 305 N.C. at 76-77, 286 S.E.2d at 779. In ,direct testimony, DENC witness Mitchell 
stated that the enactment of the final CCR Ruic in April of2015 created a legal obligation for the 
Company to close all of its inactive and existing ash ponds, and to engage in monitoring and 
corrective action as necessary. Virginia incorporated the CCR legislation in Virginia enacted on 
March 20, 2019, requires the Company to move ash to lined landfills and to recycle 6.8.miltion 
cubic yards of ash from at least two sites. Tr. vol. 4, p 176. DENC witness·McLeod stated that the 
Company's proposed revenue requirement in ,this case includes recovery of expenditures made 
between July I, 2016. and June 30, 2019 (Deferral Period) to continue compliance with state and 
federal regulations related .to CCR at severar DENC facilities. Id. at 251. In general, DENC 
witnesses McLeod and Williams testified that the CCR expenditures were prudently made and 
therefore should be recovered in rates. 

Witness Williams was DENC's sole witness on the substance of the Company's 
management and storage of CCRs. Witness Williams is a geologist with.extensive·experience in 
advising companies on environmental compliance matters and was employed for five years with 
Virginia· DEQ as the lead person on· reviewing CCR regulations. Witness Williams testified that 
his knowledge of DENC's CCR disposal practices was derived from reading hundreds of internal 
documents and talking to many DENC employees. He concluded that DENC had been prudent 
and reasonable in its decisions ·and actions in handling and storing CCRs. The Commission is 
unable to assess the breadth or depth of witness Williams' claimed review of internal documents, 
since few CCR documents were offered into evidence and there was substantial dispute between 
the Company and Public Staff concerning the completeness of the Company's internal records 
concerning past CCR policy decisions and management. _practices. What follows is the 
Commission's assessment of the limited documentary record that was provided. 

In the 1981 EPRJ manual entitled EPRI Coal Ash Disposal Manual (2d ed. 1981), DEC 
Rate Case, Docket No. E· 7, Sub 1146, Sierra·Club Kerin Cross•Exarn Exh. 4, at 3-1, 1 EPRI stated: 
"While most coal ash is currently handled -in wet systems, the national trend iS away from wet 
disposal systems toward dry,handling methods." Indeed, DENG was a part of that national trend 
in 1985 when the Company converted to a lined dry ash landfill at Chesapeake and built a lined 
dry _ash landfill at Yorktown, and in 1995 when the Clover plant was constructed using only dry 
ash handling with the ash disposed of in a lined landfill. As a result, wet sluicing of ash to unlined 
ponds was mostly disco_ntinued other than at the Company's oldest plants;those constructed before 
the 1980s- principally Bremo, Possum Point, and Chesterfield. Further, ifl'the I 960s,_ far ahead of 
its time, DENC built Pond D at Possum Point with~ clay liner. Similarly, in the mid.1980s when 
DENC built a new Pond D at Possum Point, it also included a clay liner. The Commission gives 
significant weight to these demonstrations ofthe Company's forward thinking and prudcrice in its 
CCR management practices. The Company's leadership in dry ash handling has resulted in the 

1 The documents identified as being introduced in ·the DEC Rate Case, Docket No. E•7, Sub 1146, were 
introduced in this proceeding b)' the Public Staff by incof]X)ration into witness Lucas' prefilcd direct testimony. 
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avoidance of milliOns .of toq_s of wet storage CCRs that would• have to be remediated, today at 
Substantially· greater cost than will- be required to _permanently close its landfills. However, the 
Commission observes that DENC.could no_t establish-that it studied or perfonnt:d any cost benefit 
ana1ysis regardi_ng ·converting its coal-fired plants from wet ash handling facilities -to dry ash 
handling.facilities once it'converted two of its plants in 1985 or after it constructed a new coal
fired plant with dry ash handling facilities in 1995. 

In addition, there is substantial evidenc~ regarding DENC's compliance with legal 
requiremeri'ts'for handling·and storing-'CCRs ttiat tends to sh_o\\-'. that DENC was attentive to the 
applicable lega1 Standards of the day, 3:5 wen.as evolving standards .. Other than the-Virginia DEQ 
Special Orders on Possum Point, there:is·no·e_vidence ofDENC ha".ing been the subjectofnotjces 
of violation, NPDES ,pennit revocations, other remediation orders, or enforcement actions by 
environmental regulators. As witn~s Williams testified, unlined iriipoundme_nts were the accepted 
repositories for storing CCRs prior to adoption of the CCR Rule; alld compliance with the;Cl'ean 
Water J\ct and NPDES 'pennits for water discharges was generally ~Ccepted as meeting the 
expectations of environmep~ regulators. Although the Commission does· not view regulatory 
compliance as being,prudenceper se,.such compliance.is nonetheless evidence that cc;,uld support 
a determination· of prudence. 

Furth~r, the evidence shows that DENC cooperated fully with VirgilliaDEQ in-responding 
to the Possum Point special ·Orders· and .ultimately reached a resolu~ion of the, groundwater 
concerns.at that plant that was-acceptable to Virginia DEQ. Moreover,. the evidence establish~s 
that DENC acted· prudent!)' and re_sponsibly· in response to the-water degradation that occurred at 
Chisman Creek. As witness ·Williams· testified; that site became a ,CERCLA remediation site 
because of actions ~d omissions ofan independf:nt c_ontractor, not DENC. The site was not a CCR 
surface,impoundment managed by DEN<; when:the release·ofcontaminants occwred. Yet-when 
the contractor did not take financial' responsibility for the Chisman Creek clean-up, DENC did so. 

The C9mmission-concludes, based on the foregoing evidence, that.DENC made a prima 
facie case that the expenditures made between July I, 2016 arid June 30, 2019 to .continue 
compliance with·State and federal regulatiOris·at several ofits.CCR sites were prudently made. 

Neither the Public Staff nor ani other·party to the-.proceeding expressed opinion on the 
prudence "and reasonablenc~s of the CCR Costs. Instead, Public•Staffwitness Lucas testified to a 
number of deficiencies in the CompanY's historicaJ management' of CCRs and' ~e resulting 
environmental impacts. The following.evidence was provided by Public Staff witness Lucas and 
the PUblic Stafrs·.exhibits: 

• Witness, Lucas testified that the earliest-monitoring of groundwater and leachate .by 
DENC began in December 1983, and that the Company did not engage in 
comprehensive.groundwater monitoring until later. See-Llicas Exhibit 1. That exhibit 
shows·that there were eight,CCR ponds for-which the first groundwater sampling date 
was 2000·or later, as foll6ws: oll.e pond ii"! 200Q, two ponds.in 201-3;.one pond in 2015, 
three ponds_ in'2016, and one pond in 2018. 
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• Witness Lucas recounted in detail DENC's studies and consultants' recommendations, 
totaling at least seven reports, in response to a 1987 Special Order of the Virginia State 
Water Control Board (VWCB) requiring DENC to remediat_e_groundwater violations 
at Possum Point Ponds D and_ E. The VWCB issued another Special Order in 1989. 
Witness Lucas stated that DENC's consultant recommended that DENC construct a 
dry waste disposal site at Possum Point, but DENC decid~d not to do so. He opined 
that this appears to be unreasonable. 

,■ Witness Lucas stated that a ·consultant's report that included a compilation of 2003 
groundwater data for Pond E at Possum Point showed 49 statistically significant 
exceedances of dissolved constituents of barium, cadmium, copper, iron; manganese, 
nickel, phenols, potassium, s9dium, and zinc. The report further stated that the data 
"suggests that historical activities in the area of [Ash ·Ponds D·and-E] have degraded 
groundwater quality compared to backgrollnd levels." Tr. v0I. 6, 156. 

0 Witness Lucas' testified that he reviewed the Chisman .Creek report, entitled 
1990 Superfund Site lritefim Closeout Report, which stated that between 1957-and 1974 
DENC hired a private contractor to haul fly ash from the Yorktown plant to four 
abandoned sand and gravel pits on the Yorktown property. Witness Lucas stated that 
Records of Decision were signed by EPA in 1986 and 1988 ancl included objectives 
for remediation. 

• Witness Lucas' ·Exhibit 13 showed that DENC's CCR ponds had a total of 490 CCR 
Rule groµndwater monitoring exceedances in 20 J 7 and 20_ 18. ,Witness Lucas testified 
that these records .show repeated evidence of deg'radiltion of groundwater quality 
resulting from DEN C's CCR disposal practices. Witness Lucas .tes_tified tha~ a_ lack of 
documentation for many plants prior to 2000 leaves,unanswered questions about what 
DENC knew when it made key decisions about CCR disposal. 

In addition to the evidence presented by the Public Staff, a number of facts provided by 
witness Williams and the Company's documents highlight the risks taken by the Company with 
respect to its historical management ofits CCR liabilities and call into question DEN C's prudence, 
as follows: 

• Prior to the effective date of the CCR Rule, DENC considered ·unlined ponds to be a 
permanent CCR disposal solution. 

• Prior to the effective date. of the CCR Rule, DENC's plan was to close all ponds 
in place. 

• Closure in place was accomplished ·by partially covering the pond with soil, in a few 
instances, and allowing grass and other vegetation to reseed and spread over the surface 
naturally. No, water was removed and no complete or engineered cap or cover was 
placed over the-ponds. Because the.impoundments were not dewatered when their use 
ceased, hydraulic pressure in the impoundments continued to facilitate the migration of 
ash constituents-into the groundwater. 
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• There were no written closure plans detailing the steps to be taken when use of the 
impoundments to receive and temporarily store·sluiced ash-stopped, except the 2003 
plan for Chesterfield. 

• Th~re were no written analyses, cost-benefit analyses, or reports on alternative storage 
options, other than the 1984 study for Chesapeake,,and several studies in the 1980s for 
Possum Point. 

As well, the following industry .and government studies of which the Commission took 
judicial riotice, taken,Separately and together provide evidence of industry best practices related to 
themanagelTlent-and disposa1 ofCCRs. 

1981 

EPRJ Coal Ash Disposal Manual (2d ed. 1981), DEC Rate Case, Docket No. E-7, 
Sµb 1146, Sierra Club Kerin Cross-Exam Exh. 4, at 3-1 - "While most coal ash is currently 
handled in wet systems, the national trend is away from wet disposal systems toward dry 
handling methods." 

1982 

EPRJ Manual/or Upgrading .Existing Disposal Facilities (Aug. 1982),.DEC Rate Case, 
Docket No. g:.7, Sub 1146, Sierra Club Kerin Cross-Exam Exh. 2-Paragraph entitled "Effects on 
Groundwater"·noted that "In general, inadequately lined ponds provide a greater opportunity for 
groundwater contamination, because the soil immediately below the pond is al Ways saturated and 
under a constant head of pressure from the overlying w~ter. Cons_equently, seepage may be 
constant and greater in volume than leachate from a landfill." Id. at 2-11 (footnote Omitted). 

Paragraph entitled "Id_entifying Design and Operational Deficiencies" noted that there ar_e 
two possible standards, one being specific federal and state regulations, and ·the other being "[t]he 
site has the potential to-contaminate.the environment." The.text goes on to state: 

[I]dentification and correction of regulatory deficiencies do not necessarily 
preclude the possibility of past or future environmental degradation by the -site. 
Conversely, known degradation cannot be corrected by simply conforming to the 
regulations. State and federal waste disposal ·regulations are directed at those 
Designing a new site or cloS:ing an old site, not for those wishing to upgrade and 
.continue.operating a substandard site. 

Id. at 4-1 to 4-2. 

1985 

Full-Scale fleld Evaluation of Waste Disposal from Coal-Fired Electric Generating Pl ams 
(Little Report, 1985), DEC Rate Case, Docket No. E-7, Sub 1146, Public Staff Wells Cross-Exam 
Exh. 6- EPA funded report conducted by Arthur D. Little, Inc:, involving a study of:Six coal-fired 
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plants. one of which was DEC's Allen plant The section entitled "Results and Conclusions for the 
Six Study Sites" included these two statements 

(2) Relea,ses of most .trace metals are generally within acceptable limits (e.g., 
drinking water and aquatic life standards) because of the combined effects of 
receiving .water dilution and the chemical immobilization of _most water-related 
species. Arsenic is a significant exception that would require case.:.by--case 
eva1uation for analogous wastes. In this study, elevated concentratiorn of arse1_1ic in 
the in-situ liquid phase and/or off-site mobility of arsenic were observed-at.th~ of 
the six,sites. 

(3) In settings_characteriz.ed by at least.modest precipitation and fairly pervious 
soils where disposal occurs in direct hydrogeologic proximity to a subsurface 
drinking water supply or small, high-quality surface water body, an artificial 
disposal site liner may be needed to minimize contamination by (at least) the major 
species. A minimwn liner thickness of about 0.5 m (1.5 ft:) would suffice for proper 
engineering placement of s6il-like liners. 

Id. a!S-1. 

/988 

EPA Report to Congress enti_tled Wartesfrom_ the Combustion of Coal by Electric Utility 
Power Plants. On page 4-54, it notes that "More than 40 percent of all generating units corntructed 
since 1975 use lined disposal facilities." 

2004 

·EPRJ Decommissioning Handbook for Coal-Fired Power Plants (Nov. 2004), DEC Rate 
Case, Docket No. E-7, Sub 1146, AGO McManeus Cross Exam Exh. 2; Tr. vol. IO, 695,782. The 
manual highlighted the need for utilities to_give attention to the process and cost of pem1anently 
storing CCRs. 

There are ·serious. issues in plant site decommissioning, most of them 
environmental. The disposal of many years of waste products ~ ash, water,. oils, 
chemicals - and the removal of asbestos, PC_Bs, lead products, etc., requires both 
an understanding of the extent of the contaminatiorn as well as the best methods ·of 
removing and disposing of the substan~. 

Closure of Surface impoundments and landfills probably will be the most expensive 
tasks undertaken during a decommissioning projecL 
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Closure of most surface impoundments will require drainage, placement of an 
impermeable cap, and topping with soil and a vegetative cover .... The caps' for 
the impoundments will require continued maintenance to maintain the site 
contours, vegetative cover and drainage. So.me impoundments will require the 
installation and monitoring of groundwater wells. The waste in other surface 
impoundments may be eXcavated for disposal offsite, and the impoundment 
backfilled with clean materiaJ. 

Tr. vol. 10, 704, 722, 724. 

The EPRI handbook described-three case studies Offplant decommissioning, including the 
estimated or actual costs incurred. On_e of the studics·was Georgia Power Company's Arkwright 
Plant. The Arkwright plant was retired in 2002, and the final site cleanup was expected to be 
completed in• 2006. The study reported that the costs for closure of CCR surface impoundments at 
the Arkwright plant were estimated to· be $10,700,000; or about 56.3% of total decommissioning 
costs net of salvage recovery. Jd. at 753. Another of the studies was the TV A's Watts Barr plant, 
which was retired in '2000. The cost for .closure and remediation of dry ash. units ·and surface 
impoundments was estjmated to be.$9 million, with the total decommissioning cost estimated at 
$17 million to $25 million. Id at. 754. Notably, -the 2004 EPRJ I_)ecommissioning Manual 
preceded the adoptiori of the CCR Rule by a decade. It is evidence of industry understanding and 
best practices at a time well before'i"egulatory requirements were in place. The Commission notes 
that this Manual was issued roughly contemporaneously with the Company's abandonment of the 
surface impoundments at Possum Point-in 2003,when the plant was converted from coal to natural 
gas. The Company took none of the actions recommended and discussed in the Manual when it 
ceased use of the Possum Point impoundments. 

Challenging prudence requires a detailed and -fact-intensive analysis. Imprudence is 
e_stablished by evidence: (I) identifying specific and discrete instances of imprudence; 
(2) demonstrating the existence of prudent alternatives; and (3) quantifying the effects by 
galculating imprudently incurred costs. Harris Order, at 15. In the instant proceeding, while the 
evidence demonstrates a difference Of opinion or dispute as to whether certain Company actions, 
omissions or decisions were prudent, there.is no dispute among the parties as to whether any.CCR 
Costs were imprudently incllrred. 

More sp~cifically, no party presented evidence to attempt to quantify which, if any, of the 
CCR Costs might have beefl'aVoided ifDENC had used a different approach to managing its CCRs 
at some point during the last several decades. Indeed, it would be very difficult to go back and 
recreate the timing and cost of such different approaches. Forexample,.one could argue.that DENC 
should-have converted all of its coal-fired plants to dry ash handling at least at some time during 
the 1990s. However, to quantify the costs and.benefits of this strategy would require establishing, 
with-some level of certainty, the costs that DENC would ha_ve'incurred for such conversions, and 
the savings in.present CCR remediation costs that would have resulted from such conversions. In 
addition, DENC could have been entitled to recover those conversion costs, plus a return on its 
increased rate base, from its ratepayers over the past several decades. On the present record, the 
Commission has no substantial evidence on which to make such detenninations. 
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Thus, based on the foregoing, the Commission concludes that none of the CCR Costs 
incurred by the Company between July I, 2016 through June 30, 2019 shall-be disallowed on the 
basis of having been imprudently incurred. Put another way, based on the evidence in the record 
in the instant proceeding,._lhe Commission concludes that the CCR Costs were prudently incurred. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 53-55 

The evidence in support of these findings of fact _and conclusions is found in the testimony 
ofDENC witnesses Williams and McLeod, and Public Staff witnesses Lucas and Maness. 

Return on the Unamortized Balance 

With respect to whether DENC should be all9wed to earn a return on the unamortized 
balance of the CCR costs during the amortization period, -DENC takes the position that the 
Company is·entitled to a Full recovery of its CCR Costs, in addition to a return on·the unamortized 
balance while the costs are being.runortized. The Public Staff's equitable sharing is achieved, in 
part, by not allowing a return on the unamortized balance while the costs are being amortized. ThC 
AGO takes the position that the Company is not entitled to a return as the costs do not constitute 
property used and useful in providing utility service. 

In analyzing.Whether DENC should be allowed to earn a return on the unamortized balance 
of the CCR costs during the amortization period, the Co_mmission finds instructive the cases 
addressing environmental remediation costs associated with manufactured gas plant and 
cancellation costs associated with Quclear.generatingfacilities. ln Docket No. G-5, Sub 327, Public 
Service Company of North Carolina, Inc. (PSNC) sought recovery of costs incurred for 
remediating environmental impacts identified at manufactured natural gas plants (MGPs). Before 
piped natural gas became available in the 1950s, gas was commonly manufactured by a process 
that involved the heating of coal in a reduced-oxygen environment, The plants in question in this 
particular proceeding had been.constructed from the mid-1800s to the early- 1900s. The MGPs 
were taken out of service in•· the· 1950s. By-products of the gas manufacturing:process ·included 
sulfur, hydrogen sulfide,. iron cyanide, light oils, tar, water and coke._ Thes~ by-products were 
disposed of consistent with the law applicable at the time but had become the subject of 
environmental law and regulation. The anticipated remediation costs were estimated to be 
substantial. The Commission concluded that it was appropriate to allow PSNC to recover its 
prudently incurred MCP environmental clean-up costs as reasonable operating expenses amortized 
over a peri0d of years. The Commission did not allow PSNC to earn a return on unamortized 
balance. The Commission concluded 

that the proper balance between ratepayer and shareholder interests is achieved by 
amortizing the prudently incurred costs to O&M expenses in general rate cases but 
denying the Company any .recover from ratepayers of the carrying costs on the 
deferred and the unamortized MGP clean-up cost balances. 

MGP Order at 23. The Commission reasoned that its approach to mtemaking treatment (which 
also included rejecting the utility's proposed annual tracker mechanism) gave PSNC.an incentive 
to minimize clean-up costs and to pursue contributions from third parties where appropriate. 
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Finally, looking ahead and anticipating extensive future clean-up costs for MGP liabilities, the 
COmmission reasoned that an appropriatc'amortization period could be detennined in each future 
rate case proceeding,.depending on the magnitude'ofthe costs incurred. 

In Docket No. E-22, Sub 273, DENC's 1983 rate case, DENC sought recovery of the 
abandonment costs of North Anna Units 3 and 4 and Surry Units 3:and 4. The Commis!,itm found. 
that DENC's decisions to can_cel these nuclear units were reasonable and prudent and that DENC 
should be allowe:d to recover its costs up to the point-of abandonment. Further, the Commission 
found that the loss was fairly allocated between DENC and' its ratepayers through amortization 
and not aJlowing a r~turn on the W1amortized balance during the amortization period. The 
Commission reasoned that: 

[i]t would be inequitable to place.the entire loss of expenditures that were prudent 
when made on the utility. Thus, amortization should be aJlowed. However, on the 
other hand, the ratepayer must not bear the entire risk of the Company's investment. 
A middle groW1d must be found on which·the Company bears some of the risk of 
abandonment and the ratepayer is protected from unreasonably high rates. 

Order Granting Partial Increase in Rates, Application of Virginia Electric and Power Company for 
Authority to Adjust and Increase Its Electric Rates and Charges, No. E-22, Sub 273, 73 N.C.U.C. 
Orders & Decisions 343,355 (Dec. 5, 1983) (Anna/Surry Order). 

Most recently, this same principle was applied by the Commission in de_nying DEC a return 
on the costs of-its abandoned Lee nuclear plant. That .order included a discussion of numerous 
similar decisions by the Commission during the last several decades. DEC Sub 1146 Order 
at 160-63. 

As the foregoing decisions by the Commission demonstrate, there is a well-established 
history of aJlocating prudently incurred costs, specifically in the context cif extraordinary, large 
costs such as environmental clean-up and plant cancellation, between ratepayers and Shareholders 
in order to strike a fair and reasonable balance. The Commission concludes that in the present case, 
fairness.dictates this same treatment. 

DENC's CCR Costs were prudently incurred, thus, it would be inequitable ·to place the 
entirety of CCR Costs on DENC's shareholders. However, neither should ratepayers b~ar the entire 
risk, and the rate impact, associated with DENC's CCR liabilities. 

A number of material facts in evidence call into question the prudence of DEN C's actions 
and inaction and_the risks accepted by DENC m11:nagement at several ofits CCR sites. For example, 
see -the discussion of the Possum Point CCR site supra, and the pertinent portions of the industry 
and government documents previously discussed, such as the __ l982 EPRI Manual for Upgrading 
Existing Disposal Facilities and the 1988 EPA Report to Congress entitled Wastes from the 
Combustion of Coal by ElecJric Utility Pawer Plants. Moreover, as was the case in the context of 
the MGP cases and the cancelled nuclear plant cases, the total costs incurred is significant 
(approximately $377 million on a system level approximately $22 million on a North Carolina 
retail level), which-amounts to approximately $179 per North Carolina retail customer, or.$60 per 
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year per North Carolina retail customer, assuming the.unamortized balance is not included in rate 
base. Additionally, allocating all ofthe·CCR Costs to ratepayers violates the matching principle 
and raises intergenerational equity concerns. DENC's CCRCosts address manydecades' worth of 
coal-ash waste.and the closure.of.coal.ash basins related to electric·Service provided to customers 
in the. past. Tr. vol. 5, 85-88. ln f?,ct, most.of DENC's expenditures relate to generating stations 
that h?,ve been retired or converted to·naturafgas and'the ash ponds have been retired' for years or 
decades. Id.; Late Filed Exhibit 5 MDM.:.1. 'Thus, DENC's ,present and future ratepayers are 
being.btJrdened with costs arising from past service. Therefore, as it is so required by 
N.C.G:S. § 62-133(d), the Commission considers these material facts of record·when striking,the 
appropriate balance between shareholder and customer interests to set just and reasonable rates. 
State ex rel. Vti/s. Comm'n, v. Thornburg, 314 N.C. 509, 511, 334 S.E.2d 772,, 773 (1985) 
( concluding that "[i]n setting rates, the C6mmission must ·consider not only those specific indicia 
ofa utility's ee<;inomic.status set out,in,N.C.G.S. § 62-l33(b) but also all other material facts of 
record, which may have a significant'bearing on the detennihation in the case."). 

A fair lind re?5onable balance is .found which requires DENC's shareholders ht bear some 
of the risk ·of clean~up· costs associated with ·CCR liabilities and protects the ratepayers from 
unreasonably high rates. The Commission concludes that the Compapy shall not be entitled to earn 
a return on the iµiamortized balance of CCR Costs during the amortizatiQn pellod, in light of: 
(D the Commission's obligation-to set just and reasonable-rates that are fair·to both the utility and 
the.ratepayer in accordance with N:C.G:s; §. 62-133(a); (2) the Commission's historical treatment 
of extraordinary, large costs, such as MGP environmental remediation costs and plant cancellation 
costs; and (3) the Commissiori's obligation to consider all other material· facts of record that will 
enable it to detennine what are just and reasonable rates in accprdance,.with N.C~G:S. § 62-133(d). 

The Commission notes that the MGP Order points out.that the MGP ~ites were not "used 
and useful" in .providing gas service to current customers. The Commission made a similar 
detennination in the Anna/Suny•Order. In the.ir post-_hearing filings, DENC, the Public staff, arid 
AGO have addressecl in some detail the question of whether DENC's CCR remediation and waste 
facility-_closure work has resulted-or wilJ-result in property used·and useful for serving current and 
fliture. ratepayers. However, as_ discuss~d below, based on the evidence 'in the record, -the 
Commission need not decide.in the instant proceeding whether DENC's CCR Costs at issue in this 
case.have produced property that iS,or will'be.used and_ useful in providing'service.to present and 
future ratepayers. 

With respect to· whether the CCR Costs. are -entitled to a return under 
N.C.G.Sc § 62-133(b)(l), DENC witness McLeod maint,>ined that'they are so entitled, in lightof 
the Commission's decisions in the 2016 DENC Rate·Case anci·the 2018 DEP and DEC rate cases 
that the CCR expenditures were "Used and useful" because they ,were recorded by the'utilities· in 
the working capital section of the rate base and were investor-furnished rather than 
ratepayer-furnished funds. Id. at 679. The.Commission is not persuaded.by this position. 

North Carolina General Statutes § 62-133(b)(I) allows the recovery of a return on 
invesbnent in property and plant that is used and 1.J$eful in providing utility service. The 
Commission takes no is_sue with the Company's decision to·establish an ARO to recognize.its CCR 
obligations or its labeling of CCR coStS as working capital for-accouhting purposes: However, 
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these accounting practices.do,not ipso facto transfonn these costs into expenditures for ''property 
USed·and useful'.' under the Act. Further, the Supreme.Court's holding on working capital m!].de iri 
State ex rel. Utilities Commission v. Vifginia Electric.& Power Co., 285 N.C. 398, 206.S.E.2d 283 
(1974)(VEPCO), did not change the used and useful requirementofN.C.G.S. § 62-133(b)(l). The 
Corripany 8.dv_ances a reading of VEPCO that would, if accepted, obliterate ·any distinction between 
investment in· property used and useful in providing service to customers and expenditures for 
ordinary operation and maintenance. As the Compaily·teads that Clise, all amounts expended by 
the Company for whatever purpose and to whatever end constitute .. working capital" eligible to 
earn a return, unless perhaps those amounts .are fond~ from prepayments made by customers. 
This. argument ignores, the important portion of the holding in VEPCO that affinned the 
Commission's $60,783 deduction-from working capital in recognition of the Company's rates that 
included an amount for payment o'fthe Company's federal income.taxes. The'Company protested 
that this deduction was imprbper because.the Company's tax deferral account showed a negative 
amount for federal income-taxes during the test-period. In upholding.the-Commission's position, 
the Court stated: 

The ab_sence .of an actual tax 1iability .during the test period do~ not alter the fact 
thatVepco's North Carolina customers'have paid to it rates which·included enough 
to cover.anticipated F~eral income taxes. The question here is not how much, if 
anythihg, Vepco must pay to the United States. The questions are.how large a fun_d 
Vepco has-collected from its customers with which to pay taxes and how long 'it 
has had the use of such fund. Having had the use of funds so colle_cted, it is not 
entitled to igno·re its ,use-thereof when computing its working.capital-requirement. 
We see no errQr in the order of the CcimmisSion in this respect. 

VEPCO, at 416-17. 

Also undennining DEN C's posiiion in the present case is. the Compariy's own evidence 
showing_ its calculation Of i~ requirement for "cash working capital/' NCUC Fonn_E-l_, Item 
No. 14. None of the expenditures made to address coal ash are'included in the Company'_s analysis 
of its working.capital needs. As.a result, the Company's contention that it has used sharehOlder 
provided working c_apital to pay for expenditures to comply with the·CCR Rule and close its coal 
ash facilities is nothing more than an-ipse dixit entitled· to no evidentiary weight.1 

Additionally; at the hearing witness McLeod confinned that the vast majority ofthe·CCR 
expenditures were for- services· and labor and would have been charged to operation and 
maintenance expenses in the absence of GAAP ARO accounting requiremeiits. Tr. vol. 7, Official 
Exhibits, Publi~ StaffMcLCQd,<;ross-Examimµion Exh. I. He also confinned,that roughly 98%·of 
the CCR costs incurred during the Deferral Period would have been booked. as operation .arid 
maintenance expenses but for GAAP accoµnting requirements. Tr. vol..7, 9~11; see also Tr. vol. 7, 

1 On thls issue it is well to keep in mind Justice, later Chief Justice, Bamhill's observation in Stole et rel. Utilities 
Commission v. North_Carolina,_239 N.C. 333,348, 80 S.E2d 133, 143 (1954), that when "it is made toappcar[thcutitfty] 
has on hand C.O~tinoously a large sum of money it is using as working capital and to pay current bills fur materials and 
supplies, that is a fact whiql must be tiken into consideratiOTL And if the fund on hand issufficien1, no additional 51.Bll should 
be allowed at the expense of the public." 
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Official Exhibits; Public Staff Paul McLeod Cross-Examination Exh. 2. F_urther, he agreed that 
$209 i:nillion of the total $390.4 million total CCR,e?C,penditilres were i_ncurred a~ coal plants that 
had been decommissioned. Tr. vol. 7, Official Exhibits, Public Staff Paul McLeod 
Cross-Examination Exh. -2."Thus, it is very likely that had the CCR Costs been incurred during the 
test year,. they would have'been f~_overed as operating-c_xpenses on which no return would have 
been earned. 

Giving weight to-3.11 sections ofN.C.G.S. §' 62-133 \','hen construing the language of any 
individual section of the statute, as the North Carolina Supreme. Court has indicated the 
Commission· must:do, the Commission determines that just and reasonable rates are achieved, 
based on the evidence in the record in this proceeding.. only when the unamortized :balance ·of 
CCR Costs are·not a~lowed (o earn a-re_tum: Utilities Comm 'li-v .. Duke Power Co., 305 N.C. 1, 18, 
287 S.E.2d 786, 796 (1982). Accordingly, based on the ~cord as a· whole, the, Commission 
concludes thnt it is appr9priate to ~at the CCR Costs as deferred operating expenses and not.as 
costs-of property used and useful within•the meaning and.scope ofN.C;G.S. § 62-133(b) and to 
not allow·a return on the uriamortized balance of the.CCR Costs. 

Amortization Period 

With regard to: the amortization period over which the CGR costs should ·be recovered, 
DENC. submitted that an amortization period Of five years Vfould be reasonable and appropriate. 
The Public Staff proposed an amortization. period of eighteen years ·as· part of its equitable sharing, 
recommeridation. The Commission has declined to adopt the Public Staff'S equitable sharing 
recommendation. However, the Commission.has determined that a reasonable balancing between 
shareholders and ratepayers of the Costs of CCR remediation is ju_st and_ reasonable and must 
establish an,appropriate amortization period,based on the evidence in the record in this proeceding. 
The CommiSsion concludes that DENC's proposed five-year amortization:period does not achieve 
a fair balance in light of the. evidence in the record, 'the magnitude and ·the nature of the costs 
involved and the rate impact to customers. The-Commission concludes that based-on the evidence 
in the record, the·magnitude and-nature ofthe,eosts.involved and.the rate impac(to customers as 
testified to by the-Public Staff, a· ten-year amortization· period strikes the more appropriate.and 
fairer balance. This decision· is consistent with the Commission's historical treatment of major 
plant cancellations. See Anna/Surry Order at 355 (n9ting that [t]hi~·Commission has consistently 
USed a write-off period of 10 or fewer years for all major plant cancellations). 

Financing.Costs During -Deferral Period 

The Commission concludes that allowing the company to -recover 'the financing, cos!5 
incurred during the Deferral Period and up-to the effective date of the new rates approved pursuant 
to this Order, calculated at the Company's previously authorized·weightecl avera&e cost of capital, 
is reasonable based.on the.facts of record in this proceeding, 

The decision. to allow the COmpany to recover its financing costs incurred during the 
Deferral Period _is-made indepehdently of the Commission's decision regarding the Company's 
right to earn a return on the unamortized-balance of the CCR Costs during the amortization period. 
It is within the Commission's m,ithority to approve a regulatory asset to defer for fu_ture,recovery 
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expenses that were incurred in the past and even to provide for a return on those deferred 
expenditures, such as by providing for carrying costs. In compliance with this Commission's 
authorization in the 2016 DENC Rate Case, the CCR Costs have been deferred to permit 
appropriate, ratemaking treatment in this general rate case. The ratemaking treatment of the 
CCR Costs has been established in accordance_ with N.C.G.S. § 62-133· and applicable legal 
principles, as previously.discussed in this Order. The Commission concludes that, separate and 
distinct-from the ratcmaking treatment affotded the CCR Costs, allowing the Company tc;:i recover 
its financing costs incurred during the Deferral Period is appropriate based on the record of the 
instant proceeding. 

Spe~ifically, the Public Staff did·not oppose the Company's recovering the financing costs 
incurred during the Deferral Period. Further, the Commission- observes that such a return may 
reduce the incentive for the Company to apply for rate increases more frequently to avoid 
regulatory lag. While recovering financing costs incurred during.the Deferra] Period does not help 
with the Company's short-tenn cash flow, it means the Company ultimately does not experience 
lost financing costs if it'delays a new rate case. 

Public-Starrs Equitable Sh_aring Recommendation 

The Public Staff proposed allocating the Company's CCR Costs between shareholders and 
customers b!l$ed on the·concept'of"equitable sharing."' The Public Staff takes the position that 
conducting a thorough analysis of the reasonableness and prudence of all actions and expenditures 
over several decades would be difficult, if not impossible, given the passage of time, the 
speculative nature of estimating hiStoric environmental remediation costs, and the Company's lack 
of historical records and documents related to CCR liabilities. Therefore, the- Public Stafrs 
proposed equitable sharing is bas_ed on a weighing of the equities, as opposed to applieation of.the 
ratemaking framework_prescribed by N.C.G.S § 62-133. After considering the equities, the Public 
Staff concluded that, inasmuch as it determined DENC was "culpable" or accountable for taking 
the actions that have led to the current CCR Costs, DENC's shareholders should bear more of the 
burden of the CCR Costs than the customers, who relied and depended on the Company's safe and 
appropriate· handling of CCRs. However, the Public Staff determined that the customers should 
also share in the burden of CCR Costs, but to·a lesser degree, because they have benefitted from 
the past decades of coal""fircd generaiion and past least-cost coal ash disposal methods (such as 
CCR surface impoundments) in the form-of the lower electric rates. 

The Commission understands the Public Stafrs position on the challenges, in the·context 
of the Company's CCR-related expenditures, to performing a review of the reasonable!)ess and 
prudence of those expenditures. Nevertheless, the Commission has declined· to follow the Public 
Stafrs equitable sharing recommendation, and has instead, as discussed hereinabove, reached its 
decision based on. the evidence in the record and adherence to the ratemaking framework 

1 The historical decisions oft.lie Commission dealing with ra!emaking treatment of extraordinary and significant 
costs, such as plant canc.ellation costs and MGP environmental remediation costs, do not involve or reference an "equitable 
sharing" approach but rather involve thc·oppiication of the rate-setting provisions of the Act to the facts of the case. ·Tous, 
the approach recommended by the·Public Staff in this proceeding, as wen as ~e most recent DEC and DEP general ralC 
eases, appears to be novel. 
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prescribed by N;C;G.S. § 62-133, whicJ:i requires an analysis of the reasonableness and prudence 
qfthe expenditures in question. Because the record in this proceeding lacks an evidentiary basis 
on which to find.that any of the CCR Costs were imprudent, _the CommiSsio11 declines to _disallow 
the recovery.of any Of the CCR Costs, to the extent the Public Staff's·approach could be interpreted 
to amount to a disallowance. In addition, contrary to the Public-Staff's equitable sharihg approach, 
in which the allo~tiOn of costs between customers and share_holders is predetem1ined (i.e., 60/40). 
based.an a theory of "culpability" and· the ratemaking treatment- is then .selected to achieve that 
predetennined allocation, the Commissiori has reached its detennination on the recovery and 
ratemaking treatment of CCR Costs. by applying the provisions_ of N.C.G.S. § 62-133, which 
i_nvolves an examination of reasonableness and prudence of the CCR Costs, to the evidence of 
record·in this_proceediilg-in a manner that is consistent with historical decisions of the Co(!lmission. 

Compounding During Deferral Period 

The Commission collcludes the annual compounding approach recommended by .the Public 
Staff and agreed to by DENC in its rebuttal testiinony is more·- reasonable than monthly 
compounding for the return during the Deferral Period that it is reasonable, based on the evidence 
in the record in this ptoceeding, for DENC to rccove_r its financing costs incurred during the 
Deferral Period. Further, the Commission concludes that the annual cOmpouni:ling approach 
recommended by the Public Staff and agreed -to by DENC in its. rebuttal testimony is more 
reasonable than monthly compounding-for calculating-financing costs During the Deferral Period. 
Annual. compounding, as explained by Public 'Staff witn_ess Maness, reslllts in the Company 
recovering financing costs that correspond to,the weighted average·cost'of capital approved,in the 
Company'S.Jast general rate case,-Whereas monthly compound!ng.would produce a hjgher amount 
of return. 

Maintenance of Environmental Records 

Finally, due·,to the Company's 'faili.Jre to retain or produce adequate records regarding i_ts 
CCR handling and storage, the Commission finds good cause to require.the Company to maintain 
complete records of all.environmental management activity.and test resillts as they pertain to its 
coal ash management prograrq, and to. niake such records availal;,le- to the Public Staff !Ind -the 
Commission -upon request. Further, data collected by the Company in ,the course of its 
environmental regulatory compliance, including groundwater monitoring dB.ta and analytics· as 
well as other environmental compliance data, should be provided to the Public Staff and the 
Commission in the fom1at that is reasonably requested by the Public Staff and the CommiSSioh. 

EVIDENCE AND•CONCLUSIONS,FORFINDINGS OF FACT NOS. 56-58 

The,evidence· supporting these findings of fact and conclusions is ·contained in DENC 
Late-Filed Exhibits 3 and· 5, DENC's 2011 and_ 2016 depreciation studies, and the records of 
DENC's last three general rate-cases; Docket Nos. E~22,.Subs·459, 479, and 532. 

As p~viously .discussed, one of the fllndainentals of cost~based ratemaking as it- has 
developed in this state is that the full cost of providing utility, service should be rec_overe4, as near 
as may be possible, from rates in effect in the.period in which service is provided. One objective 
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of this useful and important "matching principle" is to encourage.customers to make,efficient and 
cost-effective use of utility services ;by-- enabling them to see and appreciate the full cost of the 
service provided, even when some of the .expenditures required, to provide the service may be 
incurred or made by the utility at some.time either before or after the service is actually consumed. 
A companion· objective i~ ,to avoid· cost-shifting and. subsidies among different generations of 
customers who, consume service during different time periodS. Achieving these objectives is 
complicated by the fact that many expenditures by a-utility company, especiaUy constructiori of 
capitalintensive facilities to generate, transmit and distribute electril;:ity, are lumpy;_that is, a large 
expenditure may be made in a very short period,oftime, but the.investment thus made will enable 
the utility to provide service to. clistomers over many years. -The well-accepted method for 
smoothing out this lumpiness and enabling the costs of large scale capital investments to ·be 
recovered:.from all generations of customers who will benefit from and receive service.from those 
faci1ities-is by. allowing the utility to include in its rates.a regular periodic allowance for u_se and 
consumption of the investment, i'.e., an allowance for depreciation. Through depreciation 
allowance, recovery of the-costS-of making,a large investment are spread oVer many ratepayers, 
rather ·than being borne only by that ·group .of ratepayers 'taking service during the time the 
expenditure is actually made. 

In the usual case;costs associated W_ith the_ retirement,or decommissioning of a long-lived 
asset are, in accord with the m11tching principle, included as part of the periodic allowance for 
depreciation thatis related·to that asset.'This•marks a recogflition.ofthe fact that while significant 
costs are. incurred to construct-or to acquire an ass_et, it m_ay" also be that sigt)ificant:costs will be 
incurred when the asset reaches the end· of its .useful life, including such·. things as costs to 
_disinantle, decommission, remove, secure, or diSpose of the asset~ Failure-to anticipate these end
of-life costs ·and make·provision for them in the:periodic allowance for depreciation diStorts the 
true cost of providing service to those customers who fake,service during.the-asset's useful life 
and shifts a portion·ofthose costs to the unlucky customers who happen to take service at a time 
when the asset is retired. Generally see, State ex rel. Utilities'Commission v. Edmisten; .291 N.C. 
451_, 232 S.E.2d· l 84 (1977) (Edmisten Ill). Such is the case here with-respect to the c6sts of closing 
waste.coal ash management units when they are.no longer re~iving ash. These·end-of-life costs 
are referred to as either "interim" or "tenninal" net salvage vaJues and for purposes of depreciation 
they are treated the same as,.the initial cost.to acquire or constr_uct the assCt They may be·posi_tive, 
if the asset-is expected to yield a positive return when it is retired, or they.may be.negative,.ifthe 
c6st of decommis_sioning the.asset is expected to.e?(ceed any value from salvage. 

In the. present case, ·however, the Company's request to include in its present and, future 
rates the costs of final handling and disposal Of CCRs produced from the buniing of coal over 
many· decades is a departure· from the matching principle. In fo$pOri_se to a qu~tion from the 
Commission, the Company reported-that it had not iricluded in its allowances for depreciation any 
ammµ1t toward the c9sts now }?e~ng in Curred to close the waste ash management. units at its coal
fired generating plants"DENCLate-Filed Exhibit No. 3. The Company stated:' 

This is appropriate-as.the Company has not yet identified the nature and timing of 
suc_h [closure] activities and therefore tlie projected costs·have not been-reasonably 
known and-measurable. This treatment'is assessed by the Compahy's accountants, 
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depreciation consultant and generation management as part of preparing each 
depreciation study. 

It is clear from the Company's response and from the record of this case and the Company's 
prior rate cases that at no time prior to the present rate case- not as part of its depreciation studies 
prepared in 2011, or in 2016, and not as ·part of its general rate case applications filed in 2009, 
2012 and .2016 - has the .Company sought to recover in its rates any amount for costs of final 
closure of its waste ash.management facilities. See Docket Nos. E-22, Subs 459 and 479 (updated 
2011 depreciation study filed in Docket No. E-22, Sub 493 on April 1, 2013); and Sub 532 (updated 
2016 depreciation study filed in Docket No. E-22, S_ub 562 on August 21, 2019). The Company's 
explanation of its failure to consider or include costs of closure for waste coal ash facilities in 
calculating an allowance.for depreciation is not perstiasive for a number of reasons. 

Industry understanding of the need to anticipate significant costs for final closure of waste 
coal ash management facilities is not something that ,developed only recently. 'On this topic 
Company wilness Williams acknowledged that he was familiar with the 2004 report prepared by 
EPRI Litled "Decommissioning Handbook for Coal-Fired Power Plants" (Decommissioning 
Manual). Tr. vol. IO, Official Exhibits,. DEC Rate Case, Docket No. E.,.7, Sub 1146, 
AGOMcf'.-ianeus Cross-Exam Exh. 2, at 699-782. However, he dismissed the report as merely a 
series of case studies, ignoring the report's general findings and conclusions, including this clear 
and unambiguous admonition: 

[C}losure of most surface impoundments will require drainage, placement of an 
impermeable.cap, and topping with soil and a vegetative cover .... The caps for 
the impoundments will require continued maintenaTice to maintain the site 
contours, vegetative cover -and drainage. Some impoundments will require the 
installation and monitoring of groundwater wells. The waste in other surface 
impoundments may be excavated for disposal offsite, and the. impoundment 
backfilled with-clean material. 

Id. at 724. 

Discussing the various tasks and costs that could be expected as part-of the retirement of a 
plant, the manual later observed that "[c]losure of surface impoundments and landfills probably 
will be the most expensive tasks undertaken during a decommissioning project." Id. at 722. 
Nothing in the 2004 EPRI Decommissioning Manual is pi"esented ns novel, unexpected, 
groundbreaking, or beyond the·scope of sound induslrypractice as·it was understood in 2004. lt is 
notable that this report precedes by more than a decade the adoption,of the CCR Rule and was 
issued several years before the EPA commenced rulemaking on lhe subject of disposal of coal ash 
wnstes. The case studies presented in the report make clear that the coSts of closure of coal ash 
disposal facilities could likely range well into the tens of millions of dollars. 

We know now that the costs lhat DENC is likely to incur will greatly exceed, even the 
amounts revealed in the.2004 case studies.reviewed in the EPRI Decommissioning Manual, and 
lhe Company apparently believes that the difficulty in making precise estimates of final closure 
costs absolves it of responsibility for making the effort to do so at all. This is not acceptable. As 
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the Company itself noted in its response·to the Commission's question, depreciation studies and 
requested allowances for depreciation are periodically reviewed and updated to include the latest 
information and to make adjustments where necessary in light of such new information. This was 
precisely the purpose of the Company's regular review and updating of its depreciation studies in 
2006, 2011 ~d 2016. Further, this is quite similar to the :requirement for establis~ing an Asset 
Retirement Obligation (ARO) when the Company has a known but not perfectly quantifiable risk 
associated with future ietirement Of a long-life asset. See Order Allowing Utilization of Certain 
Accounts, Request by Virginia Eleclric and Power Company, dlbla Dominion North Carolina 
Power, No. E-22, Sub 420 (N.C.U.C. Aug. 6, 2004) (approving DENC's use of ARO accounting 
for certain long-life assets in compliance with Statement of Financial Accounting. Standards 
No. 143). 

This is not a case where the.Company simply made inaccurate projections of the necessary 
allowance for net salvage tO" be included in depreciation allowance; irutead, with respect to that 
portion of net salvage value attributable to the costs of remediating and closing coal ash waste 
management facilities it failed ,to engage in the exercise at all. 

Recovery of net salvage in dcpreciation,.including costs of removal, decommissioning, and 
closure, has been endorsed by the Commission, and the Company cannot complain that there has 
been no regulatory guidance on the subject. 

Pertinent here is the Commission's decision in Order 'Granting Partial Rate Increase, 
Application by Aqua North Carolina, Inc., for Authority to Increase Rates for Water and Sewer 
Utility Service in All of Its Service Areas in North Carolina, No. W-218, Sub 319 (N.C.U.C. 
Nov. 3,201 I)·(Aqua Order). In that proceeding, Aqua and the Public Staff disagreed as to the 
propriety of including in depreciation expense, and thus in rates, amounts for terminal net salvage 
value that would reflect and incorporate costs o{ removal. The Company's witnesses pointed out 
that including-these amounts in current depreciation expense would'propcrly assign a portion of 
expected_ future expenses to those customers who were cu~ntly receiving the benefit of the utility 
plant while it was still in service. The Public Staff contended that such a practii:e would improperly 
rcquir~ present .customers to,pay for future costs that might or·might not actually be. incurred or 
might be different_ in. amount at, the time actually incurred. As to this difference of opinion, the 
Commission noted the applicant's testimony in the following summary: 

Witness Spanos advocated utilizing the net salvage percentage for depreciation 
accrual rates consisteritly with' the.new practice1 of recording the cost of removal 
as the mcist appropriate methodcilogy. Therefore, according to witness·Spanos, the 
cost of removal for each project will b~ ~harged to accumulated depreciation at the 
same time the·Company.acCrues for the net salvage value in rates. Witness Spanos 
asserted that this consistent treatment properly assigns costs _to those ratepayers 
receiving benefit for the asset while in s~rvice; this applies to all accounts. 

1 ,Elsewhere in the Aqua Order it is made clear that ''new.practic.e" means ''new for this applican~" not new for 
the accounting profession. Prior to Aqua's 2011 rote case, Aqua North Carolina bad not been computing net salvage values 
as part of depreciation expense. 
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Aqua Order at 70. Aqua witness Spanos further explained that the entire cost of the asset, including 
costs of removal, should be recovered over the useful life of the asset and not recovered from 
customers after the.asset's useful life had ended. Id. 

In its order the Commission disagreed with-the Public Stafrs position and instead sided 
with the Company and its depreciation expert, witness Spanos, finding that 

utilizing the net salVage value percentage for depreciation accrual rates consistently 
with the new practice of recording the cost of removal is the most appropriate 
methodology. The Commission understands that using this methodology, the cost 
of removal for each project will be charged to accumulated depreciation at the same 
time the Comp_any accrues for the net salvage, in rates; This treatment properly 
assigns costs lo those ratepayers receiving benefit for the asset while in service and 
properly applies lo all accounts. 

Id at 72 ( emphasis added). 

In addition, the Commission notes that at least one ofDENC'S,peer utilities regulated by 
the Commission; Duke. Energy Progress, did understand the need to address costs of closure of 
coal ash impoundments in depreciation allowunces, although the amount to. be recovered by DEP 
through depreciation proved ina~equate to cover its actual final costs of closure. See DEP Rate 
Case Order, at 42, 138. 

In the quote above from DENC Late-Filed Exhibit.No. 3,·the Company stated that it has 
relied, in part, on its depreciation consultant for the position it has taken. The Company's expert 
on depreciation is the finn of Gannett Fleming, Inc., and more specifically Mr. John J. Spanos of 
that firm. Mr. Spanos Signed the cover letters accompanying DENC's 2011-and 2016 depreciation 
studies as Senior Vice President., Valuation and Rate Division. See Docket Nos. 'E-22, Subs 459 
and 479 (updated 2011 depreeiation study filed in Docket No. E-22,Sub 493 on April I, 2013); 
and Sub 532 (updated 2016 depreciation study filed in Docket No. E-22, Sub 562 on 
August 21, 2019). 

Mr. Spanos has frequently appeared before the Commission and is well-recognized in his 
field. Although he provided no testimony in the present case, on the point now at issue the 
Commission finds it appropriate to take judicial notice of testimony he provided in 2015 before 
the South Dakota Public Utilities Commission where he testified on behalf oFBlaek Hills Power, 
lnc.,;an electric utility regulated by the South Dakota Commission. 1 This testimony was filed on 
January 15, 2015, before the date of the Company's most recent depreciation study for its 2016 
North Carolina rate case filing. 

1 Rebuttal Testimony and Exhibit of John J. Spanos., Applicarion of Black Hills Power, Inc., for Au1}10rily to 
Increase Rates in South Dakota, No. ELl4-026-(S.D.P.U.C. Apr. 17, 2015), reh'g denied, (S.D.P.U.C. May 29, 2015), 
https://puc.sd.gov/oommission/dockets/electric/2014/EL 14-026/rebllltllbhp/ spanostestimony .pdf 
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In the Black Hills Power case an intervenor objected to Mr. Spanos' inclusion of the costs 
of decommissioning (net' salvage value) in the proposed depreciation rates 'for the utility's 
coal-fired gen_erating plants. The intervenor's position was that such costs should be recovered 
only at and after the time of decommissioning when they could be known and measured with 
certainty. Rejecting that view, Mr. Spanos.testified: 

The primary depreciation issue in this case is whether the Compan)'-will experience 
terminal net salvage for their power plants- when they are eventu~lly retired. 
Experience now shows that not only will power plants be retired, but there are 
significant costs upon retiren'u;nt related not only to the.disinantlerilent of the plant 
itself, but also to the remediation of.features of the site such as ash ponds. Since 
these costs are likely to be incurred, intergenerational equity' and depreciation 
authorities require that they be included in depre.ciatiOn and recovered ·over the 
service lives of the plants. 

Pre-Filed Rebuttal Testimony of John J. Spanos, Application of Black Hills Power, Inc., for 
Authority to Increase Rates, No. ELl4-026, at 4 (S.D,P.U.C. Apr. 17, 2015). 

Asked to provide examples of the types of costs to which he was referring, Mr. Spanos 
testified: 

Duke Energy plans to decommission a number of sites in the Carolinas, and 
activities related to the retirement of these sites include asbestos removal, 
demolition and the closure of ash ponds. Dominion Virginia Power is in the process. 
of decommissioning coaJ units at its Chesapeake Energy Center, North Branch and 
Yorktown sites. 

/d· at 8 (similar testimony given at pp. 9-11). 

Buttressing his position by-referring to other published authorities, he noted: 

The [Uniform System of Accowits] prescribes that net salvage costs shoµld be 
accrued·ovcr the course of an asset's service life (i.e., recognized in each period in 
which the asset provides service) in a systematic and rational rrianner. Net salvage 
costs should not be recognized in the period in which.any salvage-related costs are 
paid and should noi be recovered after these- costs are incurred 

Id. at 15 ( emphasis added). 

Finally, responding to the intervenor's position that net salvage and cost of removal should 
remain a fixed value over the entire life of an asset and should not be updated or adjusted, Mr. 
Spanos testified that not only was period reassessment and updating proper but that it was in fact 
required as new infonnation became available. Id." at 17-18. 

Mr: Spanos' testimony before the South Dakota Public Utilities· Commission, nnd his 
testimony before this Commission in Docket No. W-218, Sub 319 referred to earlier, is a clear 
rebuke to the Company's position in this.case. His views are.not idiosyncratic; they are fully in 
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line·with wid~ly·accepted authorfty. Mr. Spanos provided the following from the 1996 NARUC 
manual entitled Public Utility Depreciation Practices: 

Historically, most regulatory commissions have required that both gross salvage 
and cost· of'removfil be reflected in depreciation rat~s. The theory behind this 
requirement is that since most- physical plant placed in service will have some 
residu.il value at the time of retirement,, the original cost recovered through 
depreciation should be reduced by that amount. Closely associated with this 
reasoning is the accounting principle that revenues be matched with costs and the 
regulatory principle that utility customers who benefit from the consumption of 
plant pay for the cost of that plant, no more, no less. The application of the latter 
principle aJso requires that the estimated cost of removal of plant-be recovered over 
its life. 

NARUC, Public Utility Depreciation Practices 157 (1996). 

In addition, Mr. Spanos quoted the following from the 1994 edition of 
Depreciation Systems. 

The matching principle specifies that all costs incurred to produce a service should 
be matched against the revenue produced. Estimated future costs of retiring an asset 
currently in service must be accrued and allocated as part-of the current-expenses. 

W. C. Fitch and Frank K. Wolf, Depreciation Systems 7 (1994). 

How, then, does this principle apply in _this case to the recovery of the costs for closure of 
DENC's waste coaJ ash· management facilities? Recognizing the inherent difficulty in aecurately 
forecasting expenditures that will materialize only many·years into the future and that must also 
accommodate evolving standards of industry practice a_nd regulatory requirements, the 
Commission concludes that·it would be unfair to deny recovery altogether based.solely on the fact 
that the Company made no attempt to collect the costs from earlier gerierations of ratepayers. But 
by the same token, complet_e recovery at the.expense of current and future ratepayers cannot be 
squared with the bedrock principles just reviewed. In the end, thc·Commission concludes that the 
balancing that will be achieved by a ten-year amortization ofDENC's CCR costs-without a return 
is further supported by the failure ofDENC to properly account for the full decommissioning costs 
of its coal-fired power plants and to collect its best reasonable estim·ate of those costs as part of 
depreciation allowance, adjusted from time to time as new infonnation was acquired. In addition, 
the Commission finds good cause to direct that in DEN C's next update of its depreciation study it 
should account for its projected CCR remediation and closure costs in the decommissioning 
expenses for its coal-fired power plants. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 59-62 

The evidence supporting these findings of fact and conclusions is contained in the direct 
testimony of Public Staff witness Lucas, and the Post-Hearing Exhibits ofDENC. 

In his testimony, witness Lucas explained that the Public Staff investigated whether the 
Company has environmental or .general liability insurance that would provide coverage for its 
CCR-related costs, and that the Public Staff reviewed notices, claims, and related documents sent 
by the Company to insurers that relate to CCR. Tr. vol. 6, 196. Based on the Public Staff's review, 
witness Lucas recommended that the Commi:Ssion monitor the Company's existing and potential 
insurance claims. He stated that if any insurance, proceeds are ultimately received or recovered, 
the Commission should require that the Company place all such proceeds into a regulatory liability 
account to either be disbursed back to ratepayers or to offset ,the costs to ratepayers of the 
Company's CCR-related.costs. Id. at 197. 

DENC's Confidential Post-Hearing Exhibit No. 2, filed herein on October 23, 2019, 
includes the details of the potential insurance policy recoveries related to possible CCR liabilities 
ofDENC. 

Discussion and Conclusions 

To the extent that ratepayers are required to pay the costs of CCR remediation, and DEN C's 
insurance policies cover some Of those costs, ratepayers should receiye all or a portion of the 
insurance proceeds. In that regard, DENC.is representing the interests of its ratepayers in pursuing 
the insurance claims. Therefore, the,Commissi0n finds it appropriate to hold DENC to the same 
standard of care that-DENC is-required to e_xercise in-providing electric service. That standard is 
one of reasonableness and prudence. In slibsequent proceedings, if the parties or the Coni.missioll 
raise meritorious issues aboutDENC's represeritation of the in\erests of ratepayers in the insurance 
claims, DENC shall bear the burden of proving that it exercised reasonable care and made prudent 
efforts to obtain the maximum recovery from the. insurance claims. 

Further, the Commission·concludes·that DENC should be required to place all insurance 
proceeds received or recovered,by DENC in the insurance claims in.a regulatory·Jiability account 
and hold such proceeds until the Commission enters an order directing DENC as to the appropriate 
disbursement-of the proceeds. In addition, the regulatory liability accoW1t shall accrue a·cartying 
charge at the overall rate of return authorized Tor DENC in this Order. 

Finally, based on. the risk sharing allocation of CCR costs adopte~ by the Commission, 
DENC is entitled to retain a percentage.of the GCR insurance proceeds equal to the above weighted 
average equity capital financing. 
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EVIDENCE AND CONCLUSIONS,FOR FINDING OF FACT NO. 63 

The evidence. supporting this finding of fact and .these conclusions. is contained in the 
find_ings and conclusions of the Commission herein pertaining to authorized· cost deferrals 
byDENC. 

In the-present case, the Commis~ion is approving DENC's post-in-service cost:S: of !he 
Greensville CC and recovery through amortization ofa-pre·viously deferred·.portion ofDENC's 
CCR costs. The Commission notes that a deferred cost is not the same as the other cost of service 
expenses recovered in-the Company's non-fuel base rates: A deferred cost is·an exception to·the 
general principle.that the Company's current Cost of service expenses should be recovered:as part 
Of the Company's current revenues. When the Commission approves a typical cost of service, such 
as salaries and depreciation expense, there is. a reasonable expectation that the expense wjll 
continue at essentially the Same level until the Coinpany'S next general rate case~ at which time it 
will be·reset. ·on the other·~and, when the Commission apprQves·a deferred cost the-Commission 
identifies a specific amount that has already beeri incurred by the C0mpany, or, in the·:case of 
.CCR costs, is estimated to be incurre_d by the-Company. In addition, the Commission sets the 
recovery of the amoi.mt- over a specifkperiod-of time. Further, the Company is.directed to record 
the recovery of the speciific amoW1t in a regulatory asset account, rather than a _general n:;venue 
account. If DENC continues to recover that deferred cost for a longt:;r peri~ of time than the 
amortiz.ation period approved by the Commission that does not mean that DENC is;then entitled 
to convert .those deferred costs into general revenue and record them in its general revenue 
accounts. Rather, the Company should continue to record 3.!l amounts,recovered'.as deferred costs 
in the specific regulatory asset account-established for.those deferred costs untiJ the Compariy's 
next general rate case. -

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 64-iiS 

The evidence supporting these findings of fact aJld conclusio_ns is contain~ in the DENC's 
verified Application and Fonn E-l,-the testimony and exhibits of the witnesses, the,Public Staff 
Stipulation,.and,the entire record·in thiS proceeding. 

Suminary oftfi:e EVidence 

In the Application and initial direct testimony and exhibits, DENC provided evidence 
supporting an increase ofapproxi_rilately $27 million in its annual'non-fuel revenues from its North 
Carolina retail electric operations. With regard to fuel, in his direct testimony Company Witness 
McLeod testified that the Company anhualized fuehlause revenue by applying the current base 
fuel rate plus Rider A to the annualized and nonnalized customer-usage at June 30,2019. Witness 
McLeod also explained that an adjustment was made.to fuel clause expense to make fuel clause 
experise equal to fu~l clause reve_nue·, netofthe regulatory fee. !fr .. vol. 4,260. 

On August 5, 2019, the Company filed-supplemental direct te~timony and exhibi4i updating 
several cost of service ·adjustments. These updated adjustments decreased·the Company's revenue 
requirement by approximately $2.1 million, for a·revise4 increase in North Carolina retail revenue 
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of $24.9 million, which was reduced again-in the Company's additional supplemental testimony 
filed on September 12, 2019, to $24.2 million. 

On August 23, 2019, the Public Staff filed the direct testimony of witness Johnson, 
presenting·hcr recommended accounting and ratemaking adjustments.to the Company's prop9sed 
revenue requirement. Accounting for these· adjustments, she recommended a decrease in the 
Company's annual base non-fuel operating revenue of $8, 1_12,000. WitnessJ0hnson also testified 
that the Public Stair adjusted the fuel clause expense to reflect the base fuel rate and Rider A as 
set-forth in the Additional Supplemental Testimony ofDENC witness Haynes and recommended 
by Public Staff witness Jack Floyd, subject to the- outcome of the Company's currently ongoing 
fuel proceeding in Docket No. E-22, Sub 579. Witness Johnson stated that this adjustment resulted 
in a decrease of $2.155 million froni the fuel experise originally included in the Company's 
Application. Tr. vol. 6, 39. 

On September 17, 2019, the Company and the Public Staff entered into and filed the Public 
StaffStipulation .. Also on September 17, 2019, the Company filed the testimony of witnesses 
McLeod, Miller, Hevert, Davis, and Haynes in support of the stipulated revenue.increase. These 
witnesses testified in support of the accounting and ratemaking adjustments agreed upon• in 'the 
Public Staff Stipulation. They also testified that the Public Staff Stipulation is the result of 
negotiations between the Stipulating Parties. Also on September J.7, 2019, the Public Staff filed 
the Joint Stipulation testimony of witnesses Johnson and McLawhom, recommending and 
supporting the stipulated adjustments to the· Company's requested revenue increase while also 
noting the unresolved issues related-to CC.Rs. 

The Public Staff Stipulation, as shown on Settlement Exhibit I, reflects the Company's 
proposed increase in the revenue. requirement of $6.428 rriillion,. consisting of an increase of 
$8.583 million in non-fuel revenues and a decrease of $2.155 million in base fuel revenues, and 
the Public Staff's proposed .increase in the revenue requirement of $2.037 million, consisting of 
an increase·in $4.192 million in non-fuel ~venues and a decrease of$2.l55 million in base fuel 
revenues. The difference ,between the· Company's and the Public Staff's proposals in the Public 
Staff Stipulation result from· the unresolved issues identified at Section II.A.i of the Public·Staff 
Stipulation (cost recovery of th~ Company's CCR costs, the r~covery amortizal.ion period, and 
,return during the amortization period). 

Discussion and Conclusions 

As discussed in the body of this Order, the Commission approves the Public ·Staff 
Stipulation, with the exception of section VII.A, and makes its individual rulings on the unresolved 
issues as discussed herein. As the unresolved issues pertaining to CCR cost recovery, and the 
Commission's decision in this Order on tlle conversion costs at Chesterfield Units 3 .and 4, were 
not addressed by the Public Staff -Stipulation and accompanying testimony and exhibits, the 
Commission requests that DENC recalculate the required annual revenue requirement consistent 
with all of the Commission's findings and rulings herein as soon as practicable following the 
issuance of this Order. The Commission further orders DENC to work with th_e Public Staff to 
verify the accuracy of the ·recalculations. Once the Commission receives this filing, the 
Commission will work promptly to verify the calci.llations and will issue an order with final 
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revenue requirement numbers. DENC should provide electronic copies of this filing to the 
Commission, complete with formulas intact. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 66 

The evidence supporting this finding of fact and these conclusions is contained in the 
verified Application, the testimony and exhibits of the DENC and Public Staff witnesses, the 
Public Staff Stipulation, and the record as a whole. 

Pursuant to N.C.G.S. § 62-133(a), as described earlier, the Commission is required to·set 
rates that arc "fair·both to the public utilities and to the consumer." In order to strike this balance 
between the utility and its customers, the Commission must consider, among other factors: (I) the 
utility's reasonable.and prudent cost of property used and us'eful in providing adequate, safe and 
reliable service to ratepayers, and (2) a rate of return on the utility's rate base that is both fair to 
ratepayers and provides an opportunity for the utility through sound management to attract 
sufficient capital, to maintai_n its financial strength. N:C.G.S. § 62-13~(b). DENC's continued 
operation as a safe, adequate, and reliable source oT electric service for its customers is vitally 
important-to DENC's.individual Cl!Storhers, as well as to the communities and business_es served 
by DENC. DENC presented credible,,and substantial evidence of'its·.need for increased capital 
investment to, among other things, maintain and increase the reliability of its system and.comply 
with environ·mental requirements. 

For example, DENC witness Mitchell testified that during the last three years, the Company 
invested $1.3 billion to bring online a totaJ of 1,588 MW ofnew generation in the Greensville 
County CC. Witness Mitchell stated that this new generation is Cleaner and highly-efficient 
combined cycle generating capacity that has the potential to create substantial fuel savings due to 
very favorable current natural gas prices. Witness Mitchell also noted that the Company has 
invested $132 million to.bring on-line.three regulated solar facilities totaling 56 MW and between 
2019 and 2020 plans to invest·approximately $410 miUion to bring on-line an additional 240 MW 
of nameplate solar capacity. Witness Mitchell also testified that the Company has received a 
certificate of public convenience and necessity to construct the 12 MW Coastal Virginia Offshore 
Wind Project that is expected tc:, come on-line in'2020. Finally, witness Mitchell explained that the 
Virginia Grid Moderniz.ation and Security Act specified that up to 5,000 MW of solar and wind 
generation facilities constructed by a utility such as the Company.are in the public interest and the 
Company has committed to,have approximate 3,000 MW placed in service-or under development 
by the end of 2022. Tr. vol. 6, 171-72. 

Witness Mitchell Further .testified that DENC has spent approximately $268 million on 
transmission improvements in North Carolina during the last three years. He stated that these 
improvements support improved reliability of the transmission system and local economic growth. 
He also testified that the Company plans to jnvest an additional $200 million in transmission 
improvements in North Carolina Over the next five years. Tr. vol. 6; 173-74. 

In addi1ion, witness Mitchell testified that DENC has invested over $29 million in its 
distribution system in North Carolina during the last lhree years. He stated that these investments 
balance the need for reliable service with prudent spending. Id. 
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Witness Mitchell also testified regarding the-impact of current and proposed environmental 
regulations on the Company's operations. He stated that during the last decade electric utilities 
have been required to address compliance with a suite of new envi_ronmental standards adopted by 
the EPA. He testified that compliance with these standards has directly impacted DENC's 
operation of its coal-fired generating plants1 ,citing'as an example the EPA's Mercury Air Toxics 
Standards Rule, which led to the retirement of over·960 MW of coal-fired· generating capacity. 
Witness Mitchell also stated that the ·enactment of the CCR Rule in April 2015 created a legal 
obligation for the Company to retrofit or close .all of its. inactive and existing ash ponds, as 
well as perfonn required monitoring, ,corrective action, and post-closure activities as necessary. 
Id. at 170-76. 

Moreover, witness Mitchell'testified tlwt DENC plans to invest $11.1 billion-over the next 
three years for generation, transmission, and distribution investments in order for the Company to 
continue to fulfill its.obligations of providing reliable, cost-effective service in an environmentally 
responsible manner for DENC's customers. id. at 177. 

These are representative examples of the capital investments that have been made and are 
planned to be made by DENC .in order to continue proViding safe, reliable, and efficient electric 
service to its customers. Based on all of the evidence, the Commission finds and concludes that 
the rates established herein strike the appropriate balance between the interests of 
DE_NC's customers in receiving safe, reliable, and efficient ·electric service at the 
lowest possible rates, and·the interests·ofDENC in maintaining the Company's finanC_ial sti:ength 
at a level that enables the Company to attract sufficient' capital .. As a result, .the Commission 
concludes that the rates established by this Order are just and reasonable under the requirements 
ofN,C.G.S. § 62-130, et seq. 

IT IS, THEREFORE, ORDERED as follows: 

I. That the Stipulation filed by DENC and the·Public Staff is hereby approved, with 
the exception of Section VII.A; 

2. That DENC shall consult with the Public Staff in accordance with the directive in 
the body of this Order, and shall remove from its revenue requirement and rate base all North 
.Carolina retail jurisdictional costs and effects arising from the wet to dry CCR conversion project 
for Units 3 and 4 of the Chesterfield Power Station; 

3. That the Stipulation filed by DENC and CIGFUR is hereby approved in its entirety; 

4. That DENC shall recover from its North Carolina retail ratepayers its CCR Costs 
incurred during the period July· 1, 2016, through June 30, 2019; 

5. That the Company's CCR Costs shall be amortized and recovered from ratepayers 
over a ten-year period; 

6. That during the amortization and·recovery of the CCR Costs the CCR costs shall 
not earn a return; 
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7. That DENC Shall be allowed to recover its financing· costs incurred during the 
Deferral Period and up.to the effective date of new rates approved in this Order, at the Company's' 
previously authorized weighted·average cost of capitaJ; 

8. That lhe Company shall use annual.compounding for calculating the financing costs 
deferred costs·during lheDeferral Period; 

9. That DENC shall maintain complete records of all environmental management 
activity and test results that pertain to its coal ash management program, and mEike such records 
available to the Public Staff and the Commission upon request and,in the format that is reasonably 
requested by the Public Staff and the Commission; 

10. That as soon as practicable following the issuance ofthis·Order DENC shall file 
with the Commission lhe annual revenue requirement and accompanying rate schedules and terms 
and- conditions that are consistent with the findings and conclusions ofthiS Order a_nd the Public 
Staff Stipulation, with the exception of Section VII.A. The Company shall work with the Public 
Staff to verify the accuracy oflhe filing. Further, DENC shall file schedules summarizing the gross 
revenlle,and the rate ofi"etum I.hat the Company should have the opportunity to achieve based on 
the Commission's findings and determinations in this proceeding; 

11. That DENC is hereby authorized to adjust its rates and charges in accordance-with 
the findings in this Order effective for service rendered on _and after, lhe following day after the 
Commission issues an Order accepting the caJculations required by Ordering Paragraph No. 10; 

12. That the Commission shall issue. an order as soon as reasonably practicable 
approving the final revenue requirement.numbers once reecived from DENC and verified by the 
Public Sta IT; 

13. That the proper jurisdictional average base fuel, factor for. this proceeding is 
2:089¢/k:Wh,.excluding regulatory fee, and.2.092¢/k:Wh, including regulatory fee. The-Company 
shall replace the voltage-differentiated base fuel factors approved in Sub 532 with the following 
voltage-differentiated base fuel factors, including.regulatory fee, effective February I, 2020: 

520 

• ' ' j • _, 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

Customer Class Base Fuel Factor 

Residential 2.118¢/kWh 

SGS&PA 2.115 ¢/kWh 

LGS 2.098 ¢/kWh 

NS 2.036 ¢/kWh 

6VP 2.065 ¢/kWh 

Outdoor. Lighling 2.118 ¢/kWh 

Traffic 2.118 ¢/kWh 

14. That the jurisdictional and class cost allocation, rate design principles, and service 
regulations proposed by the Company, and agreed upon in the Public Staff Stipulation, are 
approved and shall be implemented; 

15. That DENC shall'implement Rider EDIT as described in Section VIII of the Public 
Staff Stipulation. Further, although not specifically outlined in the Public Staff Stipulation, it is 
appropriate that in this proceeding DENC's fully-adjusted cost of service includes the income tax 
benefit arising from the annual amortization of federal protected-EDIT during the test year, thereby 
incorporating a going-:-level of federal protected EDIT amortization per-the IRC's normalization 
rules in base non-fuel rates; 

16. That as soon as practicable after the date of this Order, DENC shall file for 
Commission approval five copies of rate schedules designed to comply with the rate design 
approved in.this Order accompanied by calculations showing the revenues that will be produced 
by the rates for each schedule. This shall.include a schedule comparing the revenue produced by 
the filed schedules during the test period with the revenue-that will be produced under the rate 
sehedules'to be approved herein-and a schedule illustrating the rates of return by class based on 
the revenues produced by the rates for each schedule;1 

17. That as _soon as. practicable after the issuance of the last Commission Order in 
DEN~'s four pending rate-related proceedings, which are this proceeding, the Sub 579 fuel charge 
adjustment proceeding, the ·Sub 578 renewable energy and energy efficiency portfolio standard 
'(REPS) cost recovery proceeding, and the Sub 577 demand-side management (DSM) proceeding, 
DENC shall file a consolidated proposed customer notice addressing the rate changes associated 
with the non-fuel base an_d base fuel rate changes-approved in this proceeding (Sub 562),.the Fuel 

1 Jf necessary, the Commission will address in a ~ubsequent order any refund due ratepayer.. based t;rn any 
differences in the rates approved in this Order and the Company's temporary rotes implemented on November I, 2019. 
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Rider B in the Sub 579 proceeding, the REPS Rider RP and RPE rate changes in Sub 578, and the 
DSM Rider C and Rider CE rate changes in Sub 577. Such notice·shall include the effect of each 
rate-related proceeding on a residential customer using 1,000,kWh and the combined effect of all 
four rate-related. proceedings on a residential customer using 1',000 kWh. Upon approval by the 
Commission, DENC shall notify its North Carolina retail customers .of the foregoing rate 
adjustinents by including the approved notice as a bill insert with customer bills rendered during 
lhe next regular scheduled billing cycle; 

18. That the Company shall continue to annually file a cost-of service study with. the 
Commission using the Summer/Winter Peak and Average methodology; 

19. That in its next·general rate case, the Company·shall file the results of a claSs cost 
of service study with production and transmission costs allocated on the basis of ·the 
Summer/Winter Coincident Peak method in addition to the SWPA Used in this proceeding and 
consider .such results for the sole purpose of.apportionment of th~ change in revenue to the 
customer classes; 

20. That ifDENC receives revenue for any deferred cost for a longer period of time 
than the amortization period approved by the Commission for that dcforred cost, the Company 
shall continue.to record all revenue received for that deferred cost in the specific regulatory asset 
accowit established for thatdeferred·cost until the Company's next general rate case; 

21. That the Company shall work with CIGFUR to consider whether certain provisions 
within its RTP rates should.be modified and; if there is mutual agreement between CIGFUR and 
DENC to Such modifications, and CIGFUR indicates-that at least one of its member customers is 
willing to take service under such mtes,,DENC shall re-file ·such rates with-the Commission for 
approval with the modifications agreed upon wilhin 60 days of such agreement; 

22. That within ten days of the resolution by settlement,judgment, or otherwise-of the 
pending and future CCR insurance claims, DENC shall file a- report with the Commission 
explaining the result and stating the amount.of insurance procceds·to be received or re·covcred by 
DENC. This reporting requirement shall.apply even if there is litigation appealed,to a higher.court; 

23. That DENC shall place all CCR insurance proceeds received or recovered by 
DENC .from pending and future insurance claims in a regulatory liability account.and hold such 
proceeds until the Commission enters a11 order directing DENC as to the appropriate disbursement 
of the-proceeds; The regulatory liability account.shall accrue··a carrying charge at the .net-of-tax 
overall rate of return authorized for DENC in this-Order; and 

24. That in DENC's next update of its depreciation study it shall account for its 
projected CCR waste management facility decommissioning and closure costs in the 
decommissioning expenses fof its coal-fired power. plants. 
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ISSUED BY ORDER. OF THE COMMISSION. 
This the 24th day of February, 2020. 

NORTH CAROLINA UTILITIES·COMMJSSION 
Kimberley A. Campbell, Chief Clerk 

Commissioner Daniel G. Clodfelter concurs·in part and dissents in part. 

DOCKET NO. E-22, SUB 562 
DOCKET NO. E-22, SUB 566 

Commissioner Daniel G. Clodfelter- concurring in part and dissenting in part: 

I concur in the result reached by the Commission on all issues save two, and as to those-two 
matters I dissent. In addition,. though I join in the outcome .on all other matters, some 
ofmy thinking on those matters is not fully captured by ,the Commission's opinion and order, 
and hvrite to elaborate my viewS·on certain issues: I address first the two points on which I would 
reach a different result. 

Rate Design and Fixed Monthly Charge 

F0r the reasons set forth in my dissent in the DEC Rate Order in Docket No. E-7, Sub 1146 
(June 22, 2018), which I will not repeat here, I do not SlJpport the Company's proposal to increase 
the fixed monthly charge to residential customers and would find the proposal unsupported on this 
record: My view, as -set out in my dissent in the DEC Rate Order, is that the. Company's fixed 
monthly charge should be calculated with reference to cost allocation that employs the "basic 
customer method" to assign distribution system costs, btit in any event the Company's current
fixed charge, which relies in part on the "minimum system method'' for allocating distribution 
system costs, should not be increased from its current level. (For a calculation,of the results of 
using the.-"basic customer method" of cost allrication, ·see Cqmpany's Rate All_ocation and Rate 
Design Late-Filed Exhibit I.) Accordingly, I dissent as to Finding Number-40 approving the 
Company's proposed rate design, and therefore also as to Finding Number 6§, wherein the 
Commission finds the Company's,proposed rates; except as modified by the Commission's order, 
to bejust and reasonable. I also take note,ofand agree with Finding Number 15.1., in which the 
Commis:Sion finds that" ... some customers [of the Company] will struggle to pay their utility bills 
under the rate increases authorized herein." I believe this finding counsels against increasing·the 
fixed portion of the Company's rates at this time. 

Allowance ofFillancing Costs During Deferral Period 

As to the·second point, I dissent'from Finding Number 54 and would instead find that the 
Company is not entitled to recover any am()_unt ·greater t_han the approximately $19;2 million 
actually expended for costs related to waste coal ash during the Deferral Period. More specifically, 
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I would nof allow recovery of the approximately $2.7 million the Company has requested as 
alleged "financing·costs" related t0 the actual $19.2 million in expenditures.1 

The Commissi1m h!15.detennined, and I _agree, that neither the Actual CCR Expenditures 
nor the Deferral Period Retuni·are entitled to earn any retuni durihg the period of amortiz.ation and 
will not be:included in rate base. (Finding No. 53) Much of my reasons for supporting this result 
·are set forth.•in my·dissent in the.DEC Rate Order in Docket No. E-7, Sub 1146 (June 22, 2018), 
and ag.iin I will not repeat them here. With respect to the allowance of what the Commission calls 
"financing cost.s," however, I can find no supportable basis fo_r differentiating the Deferral Period 
from the amortization period. 

The Commission proffers only one reason for this different treatment 2 It states: 

'..,[T]he Commission observes that such a return may reduce the incentive 
for the.Company to apply for rate increases more frequently to avoid regulatory lag. 
While recovering]inancing costs incurred during the Deferral Period .docs not help 
with the Company's short-term cash flow, it means the Company ultimately does 
not experience lost financing-costs.if it defays·a new rate case. 

Order at 135 (emphasis added). 

I am unpersuaded by this suggestion because I do not find .in the record sufficient evidence 
that the potential "may" is more likely than not to translate to.an-actual "will." I find nothing in 
the evidentiary record that the amountofthe Deferral Period Return-approximately $2:?·millfon 
-is sufficient to drive the Company's.future decisions abotit whether.or not-to seek an adjustment 
of the rates approved in this proc~eding. On the re~ord in this case, it is far, far more likeJy that 
the timing of future,rate change applications·will be driven by-the planned capital investments 
identified by Company witness MitcheJl..~d discussed by the Commission in its analysis• in 
support ()fFinding·No. 66- e.g., the Company's commitment.to place_:into service 3,000.MW·of 
new solar and wind generation capacity by 2022 (Tr. vol. 6, 171-72), the Company's plans to spend 
some $200 millibn in transmissioll upgr_ades in North Carolina over the next five years 
(Tr. vol. 6, 173.:.14); and the Co~pany's overall plan'to invest some $1"1.I billion in the aggregate 
in generation, transmission, and distribution system improvements over the next three years. 
Id: at 177. It is expenditures such as these that will determine whei:i the Company next seeks a 

1 The Commission's order defines the capitaJi:red tetin .. CCR Costs" to include both the $192 million in actual 
expenditµreson activitie_S related to coal ash and also the sum of$2.7 million lab_elled "firiancing costs." The term "financing 
cost:." is a euphemism for the authorized weighted a_verage_cost of capital, which includes the costs of.lhlrd-party debt bllt 
also a. return on equity. for clarity; hereafter I will refi:r to the first compon~t as "Actual CCR F.xpenditun:s" and the second 
compo(1elll as "Dererra.l Pericxl Return." 

2 "The Commis.sion's_order also notes that the Public Staffd_id 11ot oppose allowing recovering of financing costs 
during the Det'erral Period. ·This I consider a statement ~f fu~t concerning a-party's JXISition in the case; ii is not a 1"3t!onalc 
justifying the Co!l1Dlission's decision. The Commission is not constrained by the PubliC Staff's position; indeed, in this case 
the Commission h3s declined to accept the settlement position of the Public Slaff concerning the ratemaking treatment of 
certain cqsts for lhe dry ash conversion project as related to Chesterfield Units 3 and 4. lrrcspec:tive of the Public Staff's or 
ilny other party's position on an issue, the Commission is required to consider all or the evi~ence and exercise jlS independent. 
judgment to "setjllSl and reasonable rates. Staie et rel. UJilities Cnmmissinn V. Carolina Utility. Customers Ass.'n, Inc., 348 
N.C. 452,466, 500 S.E.2d 693, 703 (1998). 
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change in its.rates-and not whether it-is.allowed in this case to recover $2.7 million on account of 
monies already expen_ded on coal ash remediation and closure activities over the µnee years prior 
to this case. Id. at 177. 1 

Beyond this, I fmd it difficult to harm6nize the Commission's decision oh this point with 
Findings of Fact Nos. S6 through S8 and. the discussion and analysis supporting those findings, 
Which I fully-·endoI'Se and support. The Commission.has found that in-analyzing, proposing; and 
seeking the :"establishment of rates that im;luded allowance_s for depreciation associated with ~ts 
coal~fired generating units' the Company failed to. include any amounts for the costs of final 
remediation or closure of the waste ash management units associated with these plants. Had the 
Company done· so, the_n at least some portion, if.not all, Qf the costs for w!Jich_ it· nOw seeks 
recovery, including the Actual CCR Expenditures for the DeferraJ Period, would -have been 
recovered as an annual ,operating expense as. part of the rates 8.pplicabl~ to service provided in 
earlier periods.2 Put-differently, had' the Company properly anticipated, es~imated, and· collected 
as part of depreciation allowance amounts that were later required for Actual CCR Expenditures 
made during the Deferral Period, it would have thereby accru~d a reserve from the reven!JeS earned 
under prior rates that could have bcen·used to offset or avoid some, if not all, of Ute Deferral Period 
Return that it now seeks -and that the Commission has approved. I cannot reconcile the 
Commission's admonishment that the Company did not properly account for or seek recovery of 
the Actual CCR ·Expenditures, as part of net salvage value included in.depreciation ·allowance; 
with.the Commission1s acceptance of the Company'S p~sent request that it be ~lowed theDeferra1 
Period Return in order to assist in managing the cash flow needs .associated with its 
CCR remediation and closure activities. 

1 In ttiis proceeding lhe Commission authoriz.es recovery ofthe Deferral Period Return on a ba_ckwercl•looking 
basis. It is interesting that neither the Comp.;ny's stipulation and settlement with.the Public Staff in its 2616 geneni.l rate 
case, DoclretNo. E--22 sub 532, nor the: Commission's order in tha1 case discussed the issue of recovery of'"financing cos?s"/ 
for expenditures made on CCR remediation and- facility closure after June 30; 2016, iilid during the period prior to th~ 
Company's next succeeding genera.I rate case, now the present care. Apparently, in 2016 lhe Coinpany was willing ~•go 
forward to its next rate case with no nssurilnce that it would be able to recover its .. carrying C05ls" on CCR expenditures 
made in the· interim period. Approximately. three years elapsed from thnt time until lhe present case. and on thf'present 
record I am una_ble to conclude that the _liming _of the present case_ was dictated by the "canying co~" of CCR eiqi:nditures 
in.stead o[by other factors. It is fur more likely that th~ timing of the present cac;c was influ~ced by the Company's desire 
to bring the new $1.3 billion Greensville combined cycle plant into rate base. .r 

2 A3 noted in the Commissio!l,'S discussion of the issue, the point here is not that the ComP3:ny was tasked with 
perfect foresight as to its ultimate. actual CCR remediation and fucility closure cos?s but instead that it made no l'C3.50fl3ble 
effort to make any estiiriate of such COsts or.recover any such estimate as part of depreciation allO"'.!iJlOeS. Had it done so, 
the cash flow impact ofSOme portion. if not all, of the Actual CCR E,,;.penditures Would have been Covered by the' revenues 
n:oorded to n:ooverdeprecialion expense. • 
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"Equitable Sharing" By Any Other Name .... 1 

The Commission professes to reject the Public Staff's "equitable sharing" position as being 
inconsistent with accepted ratemaking principles and attempts to differentiate the Public Staff's 
position from its own effort-to strike a "fair balance" between ratepayers and shareholders.2 Order 
at 136-137. I am unable to join in the Commission's reasoning for the _straightforward reason that 
th_e ultimate result reached by the Commission amounts, in concept, to exactly the same thing as 
advocated by the Public Staff. The outcome of the Public Staff's proposal and that of the 
Commission's analysis differs only in the fact that the Public Staff recommended an eighteen-yeru: 
period of amortization of allowed costs rather than the ten-year amortization period adopted by the 
Commission. Indeed, much of the reasoning offered by the Commission is the same as that invoked 
by·the Public Staff to support its own "equitable sharing" proposal, including the Commission's 
reliance on the analysis and authority of, among other precedent, the MGP Order and the 
Anna/Surry Order. Order at 130-131.3 

I· concur with both the Commission's order and with the Public Staff that there is ample 
legal basis for the Commission to allocate or divide the cost burden between ratepayers and the 
Company's shareholders. For myself, the point of difference I have with the Public Staff is not 
over the concept of "equitable sharing" or the legal basis for application -of that concept. but over 
the specific equities of this case that warrant invoking iL I find sufficient support for the result 
reached by the Commission in the analysis and discussion associated with Findings of Fact 
Numbers 56 through 58, and I do not need to go further than the scope of those findings to reach 
that result. The Company's failure to make any provision over the useful lives of its coal-fired 
generating plants for recovery of the ultimate costs of remediation and closure of waste coal ash 
management facilities is ample ground for the.Commission to find that a portion of the costs now 
incurred for such remediation and closure must be borne by the Company itselfahd not by present 
and future ratepayers. The Commission's selection ofa ten-year period for amortization of those 
costs achieves a fair and reasonable balance of cost-sharing between ratepayers and the Company. 

A Question for the Future 

Following promulgation of the CCR Rule, the Company's plan for closure of waste ash• 
surface impQundments at all of its plants was to dcwatcr the ash, place a permanent cap over the 

1 What's in a name? That which we call a rose by any otherriame would smell as sweet .•. " Romen and Juliet, 
Act II, Scene ll. 

2 E.g. Order at 131, referring to the "well-established history" of Commission decisions seeking lo establish a 
"fuir and reasonable" balance between ratepayers and shareholders; Order at 132, referring to the objective of striking "the 
oppropriatc balance between shareholder and customer interests to set just and reasonable rates"; and Order a1 135, noting 
that the ten-year period of amorti.ud:ion approved by the Commission" ... strikes the more appropriate and fairer balance" 
than does the position or either the Company or the Public Slaff. 

1 The Commis.sion's rea5eming thru. most close\.)' parallels the Public Stairs "equitnble sharing" analysis is 
oontained in its discussion of whether the Company should be allowed to earn a retwn on the unamortizcl balonce of the 
CCR Costs (Order at 130-134), but I oonsider immaterial the rubric under which the discussion is placed I acknowledge, 
ofoourse. that the Commission does not rely upon the Public Staff's notion iif"culpability.:' With this diffc.rcnce,'however, 
the analysis otherwise runs very similarly. 
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The Limitations of Finding Number 51 

I concur in the Commission's Finding Nwnber 51. I do so as much because of what is not 
said in that finding as what is said. The Commission does not in this case find and conclude that 
the Company - over a pcriod·of many years and at multiple sites - prudently· managed waste coal 
ash .. It finds only that the particular items of expenditure for which recovery -is sought in this case 
cannot be causally connected to specifically identifiable imprudent acts or omissions-based on the 
record evidence presented to the Commission. The expenditures at issue in this case would likely 
have been incurred in all events upon fina1 closure of the waste as~ i:nanagement units. They 
involved activities such as·characterizing the wastes, calculating volumes, preliminary design and 
engineering of closure plans, legal review and vetting of closure plans, permitting and regulatory 
oversight activities, water sampling and monitoring, and dewatering and consolidating nsh for 
ultimate disposal. (Althollgh the total cost of.these activities is included in DENC's testimony as 
public information, the separate cost of each activity was filed by DENC under seal as a proprietary 
trade secret in Confidential Company Late-Filed Exhibits 5 and 6, and Supplemental Late-Filed 
Exhibit 5). The Public Staff presented no evidence that either-the specific activities at issue or the 
amount of the costs expended were causally related to any acts or omissions that could on the 
presenrrecord be found to be imprudent. 

The. Commission's order thus.preserves for the future certain questions.that were not fully 
explored in the present case. One example of such a question, which I offer for purposes of 
illustration only, concerns the Company's failure to take prompt steps.to permanently-stabilize and 
close the surface impoundments at the Possum Point plant after the plant was converted to natural 
gas in 2003 and the impoundments ceased receiving coa1 ash waste. In light of the Company's 
knowledge of possible groundwater degradation associated with these impoundments 
(See Tr. vol. 6, 145-157), it may be pertinent to examine·in greater detail the Company's failure 
to take action to permanently close the impoundments in 2003 and wheth~r or not the delay in 
commencing final closure activities until,afier adoption of the CCR Rule can be causally linked to 
any subsequent remedial or closure costs that could have been avoided· if earlier action had been 
taken. The parties differ greatly as to the standard of conduct that should be applied in evaluating 
the Company's actions and omissions at Possum Point in 2003 and prior to the adoption of the 
CCR Rule, but it is not necessary to decide'this point in the present proceeding. I oITer this example 
not to express any judgment on the matter but merely to show·that the limited scope of Finding 
Number 51 may not be a matter of pure)y theoretical interest. 
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contents, and close the.impoundments in-place. This plan has been superseded by the adoption of 
Virginia Senate Bill 1355, codified at Va. Code Ann. §I0.1-1402.03 (2019)(the Chesapeake Coal 
Ash Act) for the waste ash management units located withi!l the Chesapeake Bay watershed.- The 
Chesapeake Coal Ash Act, applies to the coal. ash management units at the Company's Bremo, 
Possum Point, Chesapeake and Chesterfield plants, requiring the excavation and removal of waste 
ash for pennanent-disposal outside the watershed. Company witness Williams testified-that the 
impact of this legislation did not increase any of the costs or change any of the activities for which 
cost recovery ·is requested in this case but that the Act may .likeIY affect future impoundment 
closure activities-and the resulting costs for which recovery will be sought-in future rate cases. 
Tr. vol. 5, 93. I believe it is important, because the parties·did not develop .the issues in their 
evidentiary presentations or their briefing and because on this record it is not ripe for decision, that 
th_e Commission signal to the parties that two potential matters remain for detcnnination in future 
rate cases: (!)·whether the·Company's record Of management of waste coaJ ash, especiaJly with 
respect'to the surface impoundments at the four plants affected by the Chesapeake Coal Ash Act, 
may have prompted- or contributed to the Act's elimination of the Company's preferred "cap in 
place" closure method and, if it did so, to what extent the costs of remediation and final closure of 
those waste management faciliti~s may be increased due to requirements of the Act more slringent 
than those.of the CCR Rule, and (2) whether or not, independently of the preceding question, any 
incremental or enhanced costs·resulting from compliance with the Chesapeake.Coal Ash Act may 
be recovered· from North Carolina ratepayers. The first of these questions speaks to. an issue of 
·prudence;.the.sec_:ond is jurisdictionaJ. I express no view on either of these questions at this time, 
but I note-that the Company and other interested parties should be prepared, in the appropriate 
proceeding and at the appropriate time, to present evidence concerning the amount, if-any, by 
which the Company's coal ash remediation and waste management facility closure costs at the 
Bremo, Possum Point, Chesapeake, and Chesterfield plants were or-have been increased, due to 
changes in scope or extent, over what.those costs would have been,had'those waste management 
facilities been remediated and closed under the provisions of the CCR Ruic. 

Isl Daniel G. Clodfelter 
C9mrnissioner Daniel G. Clodfelter 
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ELECTRIC - RATE INCREASE 

DOCKET NO. E-22, SUB .~62 
DOCKET NO. E-22, SUB 566 

BEFORE THE NORTH CAROLINA UTrLITIES COMMISSION 

DOCKET NO. E-22, SUB 562 

In the Matter of 
Application of Virginia ·Eleciric and Power 
Company, <lib/a Dominion Energy North 
Carolina for Adjustment of Rates and Charges 
Applicable·to Electric.Service in North•Carolina 

DOCKET NO. E-22, SUB 566 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

In the Matternf ) 
Petition of Virginia Electric and Power Company, ) 
d/b/a Dominion Energy-North Carolina for an ) 
Account_ing Order to Defer Certain•.Cap.itaJ,and ) 
Operating Costs Associated with Greensville ) 
County Combined Cycle Addition ) 

ORDER DECIDING MOTIONS 
FORRECONSIDERATION 
AND CLARIFICATION, AND 
REQUIRING IMPLEMENTATION 
OF NEW RATES 

BY THE COMMISSION: On February 24, 2020, the Commission issued its Order 
Accepting PUblic Staff Stipulation in Part, Accepting CIGFUR .Stipulation, Deciding Contested 
Issues, and:Granting Partial Rate Jncrease in.the above-capfo;med dockets (Rate Order). 

•, I ' 

On April 24, 2020, Virginia Electric and Power Company, dfb/a Dominion Energy North 
Carolina (DENC or Company), filed a Motion for Reconsideratiq_n or Clarification of the Rate 
Order{DENC's Motion).-0n the same date the·PUblic Staff filed a Motion for Reconsideration or 
Clarification of the Rate-Order (Public-Staff's Motion). 

DENC'S MOTION 

DENG requested that the Commission reconsid_er three of the decisions made ·by the 
Commission in the Rate Order that relate to the costs incurred by DENC during the period from 
July 1, .2016 and running through June 30, 2019 to manage liabilities associated with coal 
combi.lstion residuals (the CCR Costs):{1) that DENC should have included its CCR Costs ~nits 
depreciation expense.and must do so in "future depreciation studies; (2) that the Company cannot 
earn a return on the unamortized balance of its CCR Costs over the- amortization period; and 
(3).thatDENC.muSt amortize recovery of CCR Costs over ten years. In addition, DENC requested 
clarification that it may defer its CCR Costs incurred after. June 30, -2019, for consideration, in a 
future rate c!)Se proceeding. In.support of its motion, DENC cited N.C.G.S .. § 62:.So, and several 
prior Commission-decisionS.1 

1 Order Denying Motions for Reconsideration and to Compel Discovery, Docket Nos. E-2, Sub 998, et al,; at 4; 
(Dec. 10,,2012).(nOting "'new evidence" as one of,the pemiissible gi'ounds for reconsideration in addition to change in 
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Inclusion of CCR Costs in Depl'eCiatiOn Expense 

DENC.requested that the Commission reconsider its decision requiring the Company·to 
include CCR.Costs as part of cost ofremovalin future depreciation studies. DENC contended:that 
this approach is inconsistent. with applicable accounting principles and impractical given the 
Company's recent retirement of several of its coal facilities. 

According to DENC, under generally accepted accounting principles (GAAP) and_ Federal 
Energy Regulatory Commission (FERC) accounting rules, which the Commission has consistently 
held are applicable to the Company, 1.once the Company had a legal•obligation to remediate CCR 
basins it was require~ to-accotint for the costs as an·asset retirement.obligation (AR0),2 and·costs 
accol,IIlted for as AR Os are not included in ¢e cost of removal component of depreciation under 
GAAP3 and FERC4;rules, Therefore, the Company did riot include CCRCosts as a component of 
cost_ of removal in its 2016 depreciation s_tudy. 

In addition,.DENC Stated that the Commission was Critical ofthe·fact that the Company 
did not include CCR Costs .. in its past depreciation studies, but' the• Commission nonetheless 
approved the Company's depreciation expense in the Rate"Order based on prior studfes that ·did 
not include CCR cos!s, The Company further stated that the Conimission's recent c,rders approved 
DENC's depreciation expense as reasonable despite.the absence of any attemptto project possible 
future CCR Costs in depreciation expense. s • 

ciJoJmstances or misapprehension of facts); Order on Reconsideratio_n Ameoding Orrler and Scheduling New Hearing, 
Docket No. G-5, Sub 481, at 4, (May 21, 2007) (acknowledging Iha! N.C.G.~. §·62;.go !'permits th_etaking of ... _ additional 
evidence'' in reconsideration proceedings); Orrler Denying Motion for R.ewnsideration W1d!or Clarification, Docket 
No. P-100, Sub 133, at 8 (July 28, 2003) (recognizing lhat the presentation of new evidence can merit reconsideration). 

1 "ARO accounting complies wilh lhe authoritative·statements of GAAP, FBRC. and I.his Coiilmissioll." Order 
Accepting Stipulation. Deciding Contestfd I~es; and Requirements Revenue Reduction, Docket No. E-7, Sub 1146, at 
284 (June 22, 2018) (2017-DEC Rate 9rrler); se~ also Commission·Rule R8~27. 

2 This legal obligation·occurred on April 17, 2015, when lhe Unitfd States·Envirorum;mtal Protection Agency 
published the final Coal Combustion Residuals Rule in the Federal Ri!gi,ster. 

3 See DENC witness McLeod's direct testimony at 21; NCUC FollTI E-1, Supplemenlal Item No. 10 a! 24; and 
Public Staff WibtessManess' direct testimony, at 5-6. 

4 The FERC Unifo11T1System of Accounts defmec;,cost·ofremova1 as "th~·cost ofd_emolishing, dismantling, 
tearing do\Yll or o~ removing electric plant, including the cost_ of transportation Wld handling incideolal thereto. Jt 
does not include die cost of rema,;al actilliJies associated widumeJ rt!ljre,nenl obligaJio11s that are capiJalized w part of the 
tangible long.Jived assets that give rife to the obliga_tion" (CFR Title 18, Chapter I, Subcliaptcr-C Part IOI, Definition 10) 
(emphasis added), See also Public Staff witness Miness' direci testimony, at 6. 

5 &e Qrocr.Approving R?te In~ and Cost Deferrals and· Revising P JM Regulatory Conditions, Docket No. 
E-22,' Sub 532, at 9 (Dec, 22, 2016) (2016 Rate Order) ("The costs of rate case and qperating revenue deductions reflected 
in and_ underlying the Stipulation, as well as the level of operating revenu_es, under p_resent rates, were. prudently and 
reason,ably incurred. j; Orrler Granting General Rate Increase, Docket No. p;.~ Sub 479, at 15 (Dec. 21, 2012) C"fhe 
appropriate level of depreciation and amoruzation expense under present rates.for use in this proceeding is $42.599,000."); 
Order Granting General Rate Increase, Approving-Fuel Charge Adjustment,·_W1d Approving Stipulation arid Supplemenlal 
Agreement, Docket-No. 8-22, Sub 459, at 12 (Dec. 13, 2010) ("The Commission finds and concludes that lhe annualim:l. 
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,DENC contended that th~ record in this proceeding is inade~uate to ·support the 
Commissiori's· findings of fact-and departure from past precedent. As an example, DENC stated 
that the Commission,relied on testimony in a 2015 South Dakota proceecfing as its primary support. 
The Company maintained that the .2015 testimony predat~d the COmpany'S 2016 depreciation 
study, which did,not include 74% of the total CCR Costs.presented in this proceeding because the 
relevant .units were retired ,or had been' impaired for financial reporting purposes. Further, the 
Company contended.that the Commission's reliance_on a 2011 water utility case1 in support of its 
determination was misplaced because.the Commission issued orders in the Company's 2010-and 
2012 rate C8Ses·,in which DENC·did not include any CCR Costs in its depreciation rates.and the 
Commission did not raise any concems·with th.it approach. 

Further, DENC stated that the C_ommission's requirement ·that the Company include 
CCR"-related ARO expens_es in the cost of removal component of its depreciation expenses would 
orily apply to a small subset Of future CCR Costs because many of the generating units •with 
outstanding CCR-related AROs have either been retired or have been impaired for financial· 
reporting purposes; and therefore, wi!J.not-appear in future deprecialiori studies.DENC noted that 
since the hearing the Company has made plans for the early re~irement of the remaining coal wiits 5 
and frat the Chesterfield PoWet,Station by 2023,-Ieaving only-4% of CCR-related ARO pertaining 
to.coal units to,be included in.future depreciation studies. 

Finally, the-Company Qontended that the additional administrative bUrderi for such a small 
percentage,ofremaining.coal assets-more than outweighs any ratema:king benefit and noted that 
the CCR cost-recovery methods in Virginia and North·Carolina are different. According.to DENC, 
introducing.amounts to the depreciation study process for a: single jurisdiction-will add .the need 
for ad~itional procedures and' analysis ,to ensure that costs are properly segregated between 
depreciation-and other-legacy recovery mechanisms amongjurisdictions. 

In conclusion,.the Company requested that the Commission reconsider its-Findings of Fact 
Nos. 56-59·to the extent they require the Company to include CCR-related ARO expenses in the 
cost.of removal comp6nent of its depreciation expense. 

DISCUSSION AND CONCLUSIONS 

Pursuant to N.C. Gen. Stat § 62-80: 

The Commission may at any time.upon notice to the public utility and to 
the other parties of record affected, and after opportunity to be heard as provided in 
the case ofeomplaints,.resCind, 13lter or amend any order or"de<:ision m13de by it. 
Any order rescinding, altering or amending a prior order or decision shall, when 

amount of depreciation and amortization expense, as updoted,•of$36,026,000, included as an operating reve11ue deduction 
in,thls·proceeding Wider, the provision_s oftl!e Stipulation, and provided on Company Joint Testimony,Exhibit 2 filed·on 
October 12,'20 I 0, is just and reasonable."). 

1 OrderGrantingPartiaJ Rate Increase,DocketNo. W-2~8,Sub-319 (November3,'2011}. 
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served upon the public utility affected, have the same effect as is herein provided 
for oriWnaI orders or decisions. 

The Commission's decision to _rescind, alter or amend an order upon reconsideration under 
N.C.G.S. § 62-80. is within the Commission's discretion. State ex rel .. Utilities Comin'n v. MCT 
Telecommunications Corp., 132 N.C. App. 625,630,514 S.E.2d 276,280 (1999). However, the 
Commission cannot arbitrarily or capriciously rescind, alter or amend a prior order. Rather,.there 
mus~ be some change in circWllstance.s or a misapprihension or disregard of~ fact that provides a 
basis for the Commission to rescind, alter or amend a prior order. State ex rel. Utilities Comm 'n-v . 
. North Carolina Gas Service, 128 N.C. App. 288, 293-294, 494 S.E.2d 621, 625, rev. denied, 
348 N.C. 78, 505 S.E.2d 886 (1998) (Commission v. NC Gas). 

DENC based its motion, in·part, on its post-hearing decisio_n to retire Chesterfield Power 
Station Units 5 and 6 in 2023. In addition, the Commission notes that the Virginia Clean Economy 
Act (VCEA) was signed into law on April 11, 2020 and was effective on July I, 2020. Virginia 
General Assembly 2020 Session Laws, Ch. 1193; Code of Virginia, §§ 10.1-1308, et al. The 
VCEA, inler ·alia, mandates the relireP1ent of Chesterfield Units 5 ,and 6 by 2024, unless the 
Comp~y files a petition with the Virginia State Corporation Commission showing that the 
retirement would threaten tlie reliability ahd security of electric service. This information was 
inc1uded.·in DENC's Integrated. Resource Plan (IRP) filed with'the Commission in D0ck:et E-100, 
Sub 165 on May 1, 2020. DENC's !RP at Sec. 5.2.1, p.83. 

l'he ·Commission accepts these· post'-hearing developments as a change of circumstances 
entitled to-sigriificant weight. According to DENC,- with the ietirements of Chesterfield Units 5 
and "6 _the requirement.in the Rate Order ,that DENC include CCR-_related ARO expenses in the 
cost of removal component of its depreciation expense.would only apply to a small subset of future 
CCR Costs due to the fact that many·ofthe generating units with outstanding CCR-related AROs 
have either been retirulor have been impaired for financial reporting purposes, and as a result ,will 
not be included in future depreciation studies. In addition DENC stated: 

Since the hearing. the Company now plans to early retire the remaining coal units 5 
and 6 at the Chesterfield PoWer Station by 2023; leaving only 4_% of the remaining 
CCR-related ARO pertaining to coal wiits that will be· included in future 
·depreciation studies. 

DENC Motion, at 5. 

With only 4% of DENC's CCR-related ARO'S remaining to be included in depreciation 
expense, the CoI11Il1isSion agrees that thi~ change in circumstances is a sufficient basis for granting 
DENC's motion under N.C.G.S. §·62-80. A5 a result, the Commission concludes that it-should 
relieve DENC of the obligation· to include its CCR remediation costs in its futilre depreciation 
studies. In view of this detenninalion it is unnecessary for the Commission tq consider the 
additional or·altemative arguments advanced by DENC in support of this portion of its motion, 
and the Commission expresses no view on those additional or alternative grounds. 
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Dcnia_l of Return on CCR Costs 

DENC contended that the Commission's Findings of Fact Nos. 53-55.and the underlying 
dis~ussjon and_ conclusions denying the Company a retu111 during the ten-year amortization period 
for .its CCR Costs was arbitrary, inconsistent with past decisions, and ,unconstitutional. The 
Company maintained that the Commission has consistently held, including in the three mosfrecent 
electric utility general rate.cases, that for cost recovery,.a utility must show that the costs·it seeks 
to·recover are (1) known and measurable,.(2)'reasonable·and prudent, arid (3) used rui.d useful in 
the provision of service to customers.1 DENC stated that in·each of the last three electriC,general 
rate cases the·Commission·has held that CCR Costs mect·this _standard, and that the Company's 
CCRCosts in the current case meet this·standard as well. DENC submitted that the Commission's 
Rate Order departs from this precede_nt and classifies the Company's CCR Costs as "deferred 
operating expenses" not entitled to a return, rather than "property used-and·useful'' that is entitled 
lo a return under N.C. Gen. Stat § 62-IJJ(b)(l) and (5). 

[T]he Commission determines that just and reasonable rates are achieved, based-on 
the evidence in the record in this proceeding, only when the unamortized.balance 
of CCR Costs are not-allowed to eama return. Utilities Comm'n v .. Duke.Power 
Co., 305 N.C. I, 18,287 S.E.2d 786,796 (1982), Accordingly, based on.the record 
as a whole, the Comrriission concludes that it is appropriate to treat the CCR Costs 
as-deferred operating expenses and not as costs of property used and useful within_ 
the meaning and scope·ofN.C.G:S. § 62-133(b) and to not-all9w a return on-the 
unamortized balance of the CCR Costs. 

Rate Order, at 134. 

DENC.contcnded that this contravenes the Commission's tindings·and conclusions in the 
Company's 2016 Rate Order where the Commission allowed recovery of CCR Costs, with a return, 
.after detennining that "CCR repositori~ are and have·served.their purpose ... they have been used 
and useful-for [the Conipany'sJ ratepayers.".2016 Rate Order at 61.1 

Moreover,. according to DENC in the following passage· the Commission solidified its 
position·oh this issue in the 2017 DEP Rate Order by referencing the Compan)''s-201_6 rate case 
when the Public Staff attempted to liken CCR Costs tq, abandoned nuclear plant costs: 

1 See 2016 Rate- Order, Order Accepting Stipulation, Dccidiog Contested Issues .!Ind Granting Panial Rate 
Increase, Docket No. E-2, Sub·I 142(Febnuuy 23, 2018)(2017 DEP Rat~ Order); 2017. DEC Rate Order. - -

2 In lhe 2016 Rate Order, the Conuilission rejected the Attorney' General's recommendation.-to exclu-de the 
urilimortized balance of CCR ARO costs from rnte base. Tiie CommiSSion stated "the current CCR repositories are and have 
served their purpose of storing CCRs for many.years_ In that respect the)' haye been used and 1.JSefuJ,for [the Cofnpanyls] 
ratepayers. However, pursuant to_the CCR Final.Rule, [I.he Company] must incur expenses to the existing repositories For 
environmenliil remedialion ... Like the existing CCR repositories, these pennanent storage repositori,es will· be used and 
use~I for [the Company's] mtepay~" 2016 ~eOrder, a16l. 
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First and foremost, this case does not involve "abandoned plant" or cancellation 
costs. Rather, it irivolves "reasonable and prudent" and "used and useful" 
expenditures by [DEP], similar to the Commission's determination in the 
[Company's 2016 Rate Order]. 

DEP Rate Order, at 191. 

DENC stated that the Commission's decision to classify the Company's funding. and 
deferral of CCRCosls,as not·"used and useful," and ineligible for a return, not only departs from 
the. Commission's three most recent rate case orders, but also runs counter to North Carolina 
Supreme Court precedent in Utilities Comm 'n v. Virginia Elec. & Power Co., 285 N.C. 398, 
414-15, 206 S.E.2d 283, 295'96.(1974)(VEPCO), in which the Court stated that 

"[ w]hilc Chapter 62 of the General Statutes makes no reference to working capital, 
as such, the utility's own funds.reasonably invested in such matetjals and supplies 
and its cash funds reasonably so held for payment of operating expenses, as they 
become payable, fall Within the meaning of the term 'property used and useful in 
providing the service,'·as used inN.C.G.S. § 62-133(1?)(1), and are a proper addition 
fo the rate base on which the utility must be permitted to earn a fair rate of return." 

DENC stated that N.C.G.S. § 62-133 does not define the phrase "public utility's property 
used and useful," and does not restrict "property" to simply generators and power lines, but instead 
includes all assets necessary to provide electricity to the public. According to DENC, the test is 
whether.the property in question serves the public and was paid by debt or equity investors - "the 
utility's·own funds." 

The Company stated that in this case the CCR Costs were funded by the Company's 
investors and, therefore, the Rate Order incorrectly classified the costs as deferred operating 
expenses that are not used and useful. The Company pointed to the Commission's DEP and DEC 
2017 Rate Orders, and submitted that there the Commission correctly concluded that the funds 
advanced by the utilities to comply with the CCR n.lle were "investor-supplied funds, not ratepayer 
supplied funds and under principles of equity, law and fairness ,are eligible for a return [on 
investment]." 2017 DEC Rate Order, at 276. 

DENC further stated that the Commission recognized that a failure to allow a return on 
investment on .these investor-supplied funds w0uld deprive investors of the time value of money 
on these funds, and would ultimately increase the utility's cost of capital. DENC asserted that the 
Commission's decision to deny a_ return.on the Company's CCR Costs is inconsistent with these 
precedents, arbitrary, and synonymous with .the •'equitable sharing'' theory that the Commission 
rejected in the past three rate cases, and nominally·rejected in.the present case. DENC contended 
that the Commission reversed cciurse in the Rate Order and is attempting to use "discretion,"-which 
the Commission recently held it does not possess, to implement the Public Stafrs equitabl_e sharing 
proposal without finding any specific instance of imprudence related to the Company's CCR 
Costs. Further, DENC asserted.that denying the Company a return during the amortization period 
also constitutes an unconstitutional talcing of capital, as well as a violation of Article l, Sect.ion 19 
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of the North Carolina Constitution because it constitutes a deprivation of the Comp~y•s 
substantive due process and equal protection rights. 

DISCUSSION AND CONCLUSIONS 

In the Rate Order's preamble to the Commission'.s discussion ofDENC's CCR' Costs the 
Commission stated: 

The testimony and exhibits regarding DENC's CCR Costs are voluminous. 
The Commission has carefully considered all of the ·evidence and the record as a 
\Yhole. However, the Commission h~ not attempted to.recount every statemen_t of 
every witness. Rather, the, following is a summary of the evidence that is ih the 
record. Likewise, while-the Commission has read and fully considered the partieS' 
post-hearing briefs, it has not in ·1his order attempted expressly to discuss every 
contention advanced or-authority cited in the briefs. 

Rate Order, at 85-86. 

In fact, the·Commission conSidered all of the.points now made by DENC in itsiMotion for 
Reconsideration. For example. the Commission discussed the facts and holding in VEPCO, and 
expressly rejected DENC's interpretation· of the holding. Jd at 133. Likewise. the Commission 
considered its decision,in the 2016 DENC Rate Order and expressly stated that because that order 
was based on a settlement it does.not have precedential value with respect to the CCR issues in 
this case. Id at 122-23. 

Further, in State ex rel. Utilities Comm 'n. v. ~ri10rnburg, 325 N.C. 463, 385 S.E.2d 451 
(1989) (Thornburg I), a general rate case, the Attorney General appealed the Commission's order 
allowing CP&L to recover as operating expenses the cost of abandoned units 2, 3 and 4. of the 
Shearon Harris Nticlear-Plant. In-three prior general rate cases, the Commission had approvedithe 
recovery of portions of the cos!:$ of the abandoned Shearon Harris units. However, none,ofthose 
three Commission orders were appealed. In Thornburg I, CP&L asserted that the Attorney General 
was: barred from re-litigating-the issue .of recovery of the abandoned plant costs. The Supreme 
Court rejected CP&Us argument. The Court held that the Commi_ssion's exercise of its ratemaking 
authority in a general rate case is a legislative rather than a-judicial function and, therefore, the 
Commission's orders in general rate cases are not res.judicata. 

[I]n fixing rates to be charged by CP&L, the Commission was exercising a function 
delegated to it by the legislative ,branch of ·government. This exercise of the 
·Commission's ratemaking power is not governed by the principles of res 
judicata.[cites omitted] 

Id. at 469,385 S.E.2d at 454. See also, State ex rel. Utilities Com. v. Carolina-Power & 
Light Co., 250 N.C. 421,430, 109 S.E.2d 253,260 (1959),(the final order of the Commission in a 
gefieral rate case is not withirl the doclrine of stare decisis;) Ofcourse, the Commission is mindful 
of the need for regulatory certainty and endeavors. to achieve regulatory certainty through 
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compliance with and application of the provisions_ of the Act to the facts in evidence. Nonetheless, 
each-general rate case must be decided based on the·evidence·in the record in that proceeding. 

DENC further contended that the Commission's exercise of its a_uthority to set just and 
reasonable rates in this case by disallowing a return on the Company's CCR Costs_ violated 
DENC's due process rights and is synonymous with the Public Staff's proposed "equ.itable 
sharing" approach. The Commission disagrees and·finds that DENC conveniently-disregards the 
Commission's discussion on pages 133-134 of th~ Rate Order. See also N.C.C.S. § 62-133(b)(l) 
and N.C.G.S. § 62-130(a). Suffice it to say, that the Commission's decisions regarding the 
ratemaking treatment of DENC's CCR Costs are based on competent, material and substantial 
evidence of record, as well as a proper apJ)lication of the Act and case law. Consequently, DEN C's 
contention that the Commission's ratemaking treatment of the CCR Costs-which does not allow 
DENC to earn ·a return on the unamortized balance of those costs during the amorti.zation period
is arbitrary, capricious and a violation of its·due process rights is-without merit. 

DENC presented no new evidence, change of circumstances, or misapprehension or 
disregard ofa fact by the Commission. On this issue, the.Commission fully considered·all of the 
facts in evidence, applied the various provisions of the Act-to.those facts in evidence-and reached 
its decisions as to the ratemaking treatment that should be afforded to DENC's CCR Costs in the 
interest of achieving just and reasonable rates. As a result of the foregoing, the Commission-finds 
and concludes-that DENC's Motion ori this·issue·should be denied. 

CCR Amortization Period of Ten Years 

The Company asserted that the ten-year amorti.zation period for recovery of its CCR Costs 
violates the due process principles recognized in Hope and Bluefie'ld and is arbitrary and 
capricious, unconstitutional, and unsupported by substantial evidence. It stated that in the 
Commission's Findings -of Fact Nos. 53-55, the only basis the Commission provided for the 
ten-year amortization period is its authority to implement '.just and.reasonable" rates to reach a 
diVision of the CCR Costs betweeff the Company's shareholders and customers that the 
Commission determined was equitable and that this is contrary to the five-year amortization 
period found appropriate in the-Company's 2016 Rate Order, as well .as .in DEP's and DEC's 
2017 Rate Orders. 

In addition, DENC contended that the ten-year amortization period fails to allow the Company 
a reasonable opportunity to recover its CCR expenses, ensures that DENC will not recover its expenses 
since it will recover those expenses with less valuable future dollars, and is. contrary to the 
Commission's acknowledgement that "one of the fundamentals of cost.:based ratemaking as it has 
developed in this state is that the ·run cost of providing utility service should be recovered, as near as 
may be possible, from rates in effect in the period in which service is provided." Rate Order, at 137. 
According to DENC, .the Company's proposed five-year amortization period would result in le.5s 
intergenerational inequity than the ten.year amorti:zation·period because the costs would be recovered 
over a shorter period, and a ten-year amortization period will result in ''pancaking" of CCR Costs 
approved in the present case with the-recovery of future costs. Finally, DENC asserted.that the ten
yeri.r amortiz.ation period is rooted in the equilable sharing theory that the Commission found to be 
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arbitrary, and appears to, in part, be based on the Company's failure to inc_lude CCR Costs in its 
depreciation expense. 

DISCUSSION AND CONCLUSIONS 

Similar to its arguments regarding the ratemaking treabncnt afforded to its CCR Costs, 
DENC presented no new evidence, change of circumstances, or misapprehension or disregard of 
a fact by the Commission wilh respect to the Commission's decision to adopt a ten-year 
amortization period_. For examRle, DENC asserted that the only basis the Commission provided 
for the ten-year amortization period is the Commission's authority, to implement just and 
reasonable rates. That is not correct. In the Rate Order the Commission stated, in pertinent part: 

The Commission concludes that based on the evidence in the record, the magnitude 
and nature of the costs involved and the rate impa,ct to customers as testified to.by 
the Public Staff; a ten-year amortization period strikes the more appropriate and 
fairer balance. This decision is consistent with the Commission's historical 
treatment of major plant cancellations. See Anna/Suny'Order at 355 (noting that 
[t]his Commission has·consistently used a WTite-off pcriod of IO.or fewer years for 
all major plant cancellations). 

Id. at 135. Further, as stated,previously the Commission r~jected DEN C's contention that the 2016 
DENC Rate Order was precedent in the-present case. 

The Commission fully coru.idered all of the facts in,evidence and the applicable precedents 
in 'reaching its decision to set the· amortization period for ·CCR Costs al ten years. The 
Commission's_ decision was based on substantial evide'n_ce, is not arbitrary or capricious~ and does 
not violate DENC's due process rights. As a result, the Commission finds and concludes that 
DENC'sMotion for Reconsideration on this issue should be denied. 

Finally, the Commission confinns that it intended to authorize DENC to defer its 
CCR Costs incurred after June 30, 2019; for consideration in the Company's nextgeneraJ·rate case; 
Further, as in the Rate Order, the C0mmission~s decision herein does not address the issue of return 
on CCR Costs incurred after June 30, 2019. 

PUBLIC STAFF'S MOTION 

(I) The Public Staff requested -clarification and/or reconsideration of the 
requirement that DENC include CCR-related ARO expenses in the cost of re.moval 
component of its depreciation expense. Ultimately, the Public Staff requested the 
Commission to address three questions: Does the Commission intend the 
depreciation method to be used only for CCR Costs associated with ash produced 
in the future, and thus 'inherently rcfoted to future operations? If-so, does the 
Commission intend for future CCR expenditures associated with past operations to 
be recovered through the method approved in this proceeding for historic 
CCR expenditures? 
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(2) Does the Commission instead intend the full amount of future CCR 
expenditures to be recovered through the depreciation· method going forward, 
whether or not related to ash produced in the future? 

(3) Does the Commission intend that recovery of CCR Costs through revised 
depreciation rates include a·sharing or baJancing of those costs between ratepayers 
and shareholders? 

DISCUSSION AND CONCLUSIONS 

The Commission's decision herein on the recording of future·depreciation expense with 
respect to CCR Costs renders the Public Staff's request for reconsideration or clarification moot. 
On•this record the·commission declines to issue an advisory ruling with respect to the questions 
presented by the Public Staff's 111otion. 

IMPLEMENTATION OF NEW RATES 

On October 11, 201'9, DENC filed motions requesting Commission approvals under 
N.C. Gen. Stat.§ 62-135 of the proposed customer notice implementing.temporary rates on and 
after November 1, ·2019~ and the Company's proposed financial undertaking to secure its 
obligation to refund any overcollection, plus interest, if its temporary rates resulted in charges 
greater than the raies ultimately 11pproved by the Commission. 

On October 18, 2019, the Commission issued an Order approving DENC's proposed 
customer notice implementing temporary rates, and an Order approving DENC's financial 
undertaking to secure its potential refund obligation. 

The following Ordering Paragraphs were included in the·Rate Order: 

10. That as soon as practicable following the issuance of this Order DENC shall 
file·with the Commission the annual revenue requirement and accompanying rate 
schedules and tenns and conditions that are consistent with the findings and 
conclusions of this Order and the Public Staff Stipulation, with the exception of 
Section VII.A. The Company shall .work with the Pubflc Staff to verify the accuracy 
of the filing. Further, DENC shall file schedules·summarizing the gross revenue 
and the rate of return .that the Company should have the opportunity to achieve 
based on the Commission's findings and ~etenninations in this proceeding; 

11. Thaf DENC is hereby authorized ~o adjust its rates and charges in 
accordance with the findings in this Order effective for service rendered ori and 
after the following day after the Commission issues an Order accepting the 
calculntions required by Ordering Paragraph No. 10; 

Rate Order, at 149.50. 

DENC has not yet complied with the directives of Ordering Paragraphs Nos. I0'and 11 of 
the Rate Order. The·C0mmission finds-good cause to require that within ten days of the date of 
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this Order DENC shall file the necessary documents to comply with the above Ordering 
Paragraphs, as more specifically set forth in:the Ordering Paragraphs below. 

IT IS, THEREFORE, ORDERED as follows: 

1. That DENC shall be, and is hereby, authoriz.ed to defer its CCR Costs incurred after 
June 30, 20i 9, for consideration inethe CompanY's next general rate case; 

2. That DENC's·Motion for Reconsideration and Clarification shall be, and is hereby; 
granted as to the inclusi9n ofDENC's CCR Costs in its future depreciation studies, and such costs 
shall not be required'to be included in DENC's future depreciation.studies; 

3. That the-Public Staff's Motion for.Clarification is dismissed as moot; 

4 That DENC's Motion for Reconsideration and Clarification·shall be, and is hereby, 
denied as to the Rate Order's provisions• nilating to the ratemaking treatment afforded the 
CCR Costs and the amorti:mtion period for CCR CQsts; 

5. That within ten-days of the date of this Order DENC shall file with the Commission 
the annual revenue requirement and accompanying rate.schedules and terms-and condiJions-that 
are consistent with the findings and conclusions of the Rate Order an~.th_e Public Staff Stipulation, 
with the exception of.Section VII.A. The·Company shall work with.the Public'StafHo verify the 
accuracy of the filing; Further,.DENC shall-file schedi..des summarizing.the gross revenue:and the 
rate of retum·that the Company should have the opportunity to achieve based on the Commission's 
findings and determinations in the Rate_ Order; 

6. That along,with the filing required·by 6_rdering Paragraph No. 6 above, DENC shall 
file statements and workpapers demonstrating. theidiff6rence in the revenue received by DENC 
under its•temp_orary rates and the revenue that DENC would have received from November I', 2019 
through July 31, 2020, under the revenue. requirement and accompanying· rate sehedules, filed ,in 
response to-Ordering Paragraph No. 4.above; and 

7. That along with the filing required by Ordering Raragraph No. 7 above, DENC shall 
file statements and workpapers setting forth its proposed plan for refunding to its customers, 
Cffeetive for seI'Vice,beginningAugtist I, 2020, the-difference.in the revenue received by DENC 
under its.temporary rates and the revenue that DENC would have reeeiVed from-November l, 2019 
through JuneJ0; 2020, under the Rate Order, plus interest. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 28th,day,of July, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 

Commissioners Kimberly W. Duffiey; Jeffi'cy A. Hug.'1_es and Floyd B. McKissick, Jr., did not 
participate in this decision: 

539 



ELECTRIC - RATE INCREASE 

DOCKET NO. E-7, SUB 1026 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of.Duke Energy Carolinas, LLC, ) 
for Adjustment of Rates and Charges ) 
Applicab1e to Electric Utility Service in ) ORDER APPROVING RIDERS 
North Carolina ) 

BY THE COMMISSION: On May I, 2020, Duke Eneigy Carolinas, LLC (DEC or the 
Company), filed a proposed Bulk Power_Marketing (BPM) True-up Rider and a BPM Prospective 
Rider, to be effective for the period July '1,. 2020, through June 30, 2021.1 The purpose of the 
BPM Pr'ospective Rider and the BPM True-up Ri~eris to fl~w back to DECs North Carolina retail 
customers their ji.Jrisdictionally allocated share of 90% of the Company's BPM Net Revenues and_ 
100% ofits N_on-Firm POint-tO-Point Transmission (NFPTP) Revenues, on a prospl!Ctive·basis and 
subsequently' on a trued-up basis. As re_fle_cted in :th~· May l filing. the prcipoSed BPM True-up 
Rider ~nsists of a rate decrement of (0:0049) cents per kWh, based._on a,comparison of DEG's 
actual BPM Net Revenues.and NFPTP Revenues earned.in c.alendar year 2019 with·the·amounts 
credited to·North.Car0iina retail customers,during,2019 for those two·catcgories. In the _ _filing. 
DEC. also proposed a 8PM Prospective Rider,consisting of a rate decrement of (0.0129) cents 
perkWh. • 

The proposed decrement BPM True-up Rider of (0.0049) cents per kWh, if approved, will 
replace the existing decrement 8PM True-up Rider of (0.0040) cents pet kWh approved by the 
Commission in its Order issued June 25, 2019, in Docket No. E-7; Sub 1026. The proposed 
decrement 8PM ·Prospective Rider of (0.0129) cents per kWh, if approved; will replace the current 
8PM Prospective Rider decrement of(0.0122) cents per-kWh included in base rates. The sum-of 
the proposed 8PM Prospective Rider and 8PM True-up Rider, including the regulatory fee, is a 
rate decreme_nt-of(0.0178) cents per kWh, which is a further decrement of0.0016-cenis per kWh 
from the existing combined rider decrement of (0.0162) cents per kWh, including the regulatory 
fee,.approved in 2019. 

A BPM/NFPTP Rider was first approved by the Commission on December 201 2007, in 
DEC's general rate case in D0cket No. E-7, Sub 828, and- the Commission has continued to 
approve. the BPM/NFPTP mCChanism in subs!!Quent general rate cases. Under the mechariism, 
90% of the aliocated North Carolina retail portion1of DEC's BPM Net Revenues and 100% of the. 
similarly allocated NFPTP Revenues are flowed through to the benefit Of the Company's North 
Carolina retail customers. The annual rider was established to true up the difference,between the 
actual amounts c.alculated to be flowed through pursuant to those allocations and percentages and 
the amounts included in base rates for that purpose, as c.alculated for the then ITlost recent 
calendar year. 

1 Except as otherwise indicated. all proposed rates exclude lhe North Carolina regular.my fee. 
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In its 2013 general rate case order in Docket No .. E'7, Sub !026 (Sub !026 Order), the 
Commission, reaffinned -the 90% and 100% allocations, and also reaffirmed that the true-up 
process would continue. Additionally, the Sub I 026 Order directed that (1) the decrement amounts 
recovered in base rates would be prospectively implemented in the form of a continuing decrement 
riO.er (BPM Prospective Rider), which would be subject to modification in each annual rider 
adjustment proceeding; (2) the annual-true-up for the most recent calendar year (the 8PM True-up 
Rider) would continue; and (3) the.return on any·over- or under-recovery included as part of the 
BPM True-up Rider would be calculated using.a rate of return equal to 50% of the after-tax rate 
of return then approved by the Commission. The 8PM Prospective Rider is calculated annually 
based on projected BPM and NFPTP transmission revenues and expected kWh saJes. 

According toDEC's May I, 2020 filing, the proposed B(JM True-up Rider is calculnted,by 
,dividing-the North Carolina retail·.BPM and NFPTP-Revenues Adjustment of$(2,824,431) (the 
difference between 2019 actual BPM and NFPTP revenues and the collected 2019 BPM 
Prospective Rider _decrements, plus a return on deferred revenues) by projected North ,Carolina 
retail sales of 57,069,434,000 kWh for the period July 2020 -June 2021. The resulting BPM True
up.Rider amount is·a rate decrement-of (0.0049) cents per kWh. The proposed BPM-Prospective 
Rider is calculated by dividing the North Carolina retail BPM and NFPTP forecasted calendar year 
2020 revenue to share of $(7,298,000).by projeqted North Carolina retail calendar year 2020,sales 
of 56,541,206,000 kWh. 

This matter was presented at the Commission's Regular Staff Conference on June 15, 2020. 
The Public Staff stated that it had reviewed DEC's calculation of the proposed riders, including 
the supporting workpapers submitted with the filings·and information provided by the Company 
in response to Public Staff data requests, and had concluded that the proposed riders are reasonable. 
Therefore, the Public Staff recommended that DEC'S proposed riders be approved. The. Public 
Staff also-indicated that including the North Carolina regulatory fee does not cause a change in the 
Riders in this case.-

Based on its review of DEC's filing and the recommendation of the Public Staff, the 
Commission concludes,that the proposed riders are·reasonable and should be approved, effective 
on July I, 2020. 

IT IS, TIIEREFORE, ORDERED, as follows: 

I. That the following riders for Bulk Power Marketing Net Revenues and Non-Firm 
Point.:to-Point Transmission Revenues proposed by DEC in its filing of May I, 2020, are approved 
effective during the period' July 1, 2020, through June 30, 2021: 

(1) a BPM True-up Rider, consisting of a rate decrement of 
(0.0049) cents per kWh, including the regulatory Fee; and 

(2) a BPM Prospective Rider, consisting of a rate decrement of 
(0.0129}cents per kWh, including the regulci!ory fee. 
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2. That DEC shall file with the Commission, within 10 days following the date of this 
order, rev_ised tariffs showing the effective date of the tariffs. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 15th day of June, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
loann R. Snyder, Deputy Clerk 

DOCKET NO. E-7, SUB 1146 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of ) 
Application of Duke Energy Carolinas, LLC, ) 
for Adjustment of Rates mid Charges ) 
Applicable to Electric Utility Service in North ) 
Carolina ) 

ORDER EXTENDING ADVANCED 
RA TE DESIGN PILOT PROGRAMS 
AND'REQUIRING INTERIM AND 
FINAL REPORTS 

BY THE COMMISSION: On July 2, 2019, the Commission issued an Order Approving 
Pilots that approved Duke Energy Carolinas, LLC's (DEC_'s), 11ine proposed advanced rate design 
pilot programs, with modifications proposed by the Public Staff and accepted by DEC (Pilots). 
The Pilots required a one-year·commitment by participating customers,_ and were·approved for·a 
one-year period through September 30, 2020. 

On.September 16, 2020, DEC filed a· letter requesting that the Pilots be extended· until 
July 1, 2021. In summary, DEC stated that it has experiencedgood participation.by customers in 
the 'Pilots, With most participants reporting they are satiSfied or ·very satisfied with the Pilots. 
Additionally, DEC stated that a majority of participants saved on their bills based upon a mid-pilot 
stri.J_ctural comparison of the rates under the Pilots and the participants' previous rates. Moreover, 
DEC stated that it engaged a third pa,rty to. evaluate the Pilots, and DEC ·intends to launch final 
designs by July 1, 2021, subject to Commission approval. DEC proposed' that ·between 
October 1, 2020 and July 1, 2021,.cust0mers in the Pilots be allowed to continue participating. 
DEC further proposed that it send participating customers -another structural biU comparison in 
fourth quarter 2020·showing how they did under the Pilots, informing.customers that the.Pilots 
have been extended,to July _I, 2021, and infonning customers that they have the option,to end their 
participation in the Pilots during A1,e extended period. Finally, DEC stated that it' discussed its 
request for an extension with the Public Staff, and'it is DEC's understan_ding-that.the Public Staff 
supports the requested extension of the Pilots, 

Based on the.foregoing and the rccord,.!he Commission finds·good cause to grant DEC's 
request to extend the Pilots·until July l, 2021. In addition, the Commission finds good cause to 
require DEC to file an interim progress report on or before January 1, 2021, summarizing·.progress 
and key interim findings, and a final report on or before August l, 2021, detailing customer 
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participation in lhe Pilots, cwnulative,statistics on lhe structura1 bill comparisons of participants, 
information. about the peak shaving attributes of the Pilots, and a discussion of lessons learned 
from the-Pilots. Finally; prior to preparing the interim•and final reports DEC shall consult with the 
Public Staff and· DEC's third.party consultant to 'identify additional information to be included in 
the reports. 

IT IS, THEREFORE, SO ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This the I.St day ofOctober,_2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 

DOCKET NO. E-35, SUB,51 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application ofWestemCarolina University 
for an Adjustment of Rates and.Charges 
for Electric Service in North Carolina 

ORDER GRANTING 
GENERAL RATE INCREASE 
AND ACCEPTING STIPULATION 

BY THE COMMISSION: On March 9, 2020,'Westem Carolina University (WCU)-filed 
an application with the Commission requesting ali:thority to a_djust its rates for retaii'electric service 
in its s_ervice area in Jackson County, North Carolina. WCU filed an amended application on 
June'24, 2020. WCU operates an off-campus electric distribution system lhatserves approximately 
3,1•70 residential customers and 230 commercial customers. The present.rates have been in effect 
since 2016, wilh annual purchased power adjustments. WCU's·application was verified by Mike 
Byers, Vice-Chancellor for Administration and Finance for WCU, and was accompanied by the 
direct testimony ofWilliam-R. O'Donnell, CPA . 

. On April 6, 2020,,the Commission issued an order declaring this proceeding to be a general 
rate case pursuant'to-N.C. Gen. Stat§ 62-137 and suspending lhe proposed rate increases for up 
to 270 days pursuant to N.C.G'.S. § 62-134. In this Order, the Commission also provided that an 
order- scheduling hearings and·requiring customer notice would be issued at a later date. 

On July 17, 2020, because of restrictions on mass gatherings imposed by the Governor to 
address the spread of the coronavirus, the Commission issued an order scheduling a remote hearing 
in this proceeding .to oc~ur on Thursday, September IQ, 2020, for lhe purpose of receiving lhe 
testimony-of public witnesses and.resuming on Monday, September 14, 2020, • for tlie purpose.of 
receiving the testimony of expert witnesses. This Order also provided that members of the public 
who wish to testify at the remote hearing on September 10, 2020, must register wilh the Public 
Staff prior to 4:00 p.m. on September 4, 2020 and further provided that the Coinmission would 
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isSue·an order setting forth procedures:for a-remote expert witness hearing or confirming.that the 
expert witness hearing' will be held ·in the Commission Hearing Room: Finally; that Order 
established the·test period-to be used in this prciceeding, required WCU to provide notice of its 
pending·application· arid established August 10, 2020, .as the deadline for the filing of petitions 
to intervene. 

On August 6, 2020, WCU filed a statement consenting to conducting tl!e expert witness 
hearing' remotely. 

On August-IO, 2020, the Public Staff filed a,statement consenting to conducting.the expert 
witn~S hearing remotely. As of August 10, -2020, the deadline for the filing of petitions to 
intervene, no persons had sought. to intervene in this proceeding, aJthough the PllbJic, Staff is 
recognized as a party to this proceeding_in accordance with N.C.G;S. '§-62-1 S(d). 

On August 14, 2020, the Commission issued an.order,confirming that the expert witness 
hearing in this proceeding wouli:1 be held_ by remote means and .adopting certain procedural 
requirements for.the remote proceeding. 

On A~gust21, 2020, the Public Stafffiled,the.testimony and exhibits"ofits.witnesses Scott 
J.,saillor, 'Evan D. Lawrence, Benjamin ·P_. Lozier,.artd Sonja R. Johnson. 

On August 27, 2020, the·Pi.Jblic Staff filed a notice of settlement informing the C_ommission 
that the Public Staff and WCU have reactied a settlement i_n this prm;eeding. Tue· Public Staff 
further stated that a detailed settlement agreement would.be.filed at a later date. 

On Septemb~r 8, 2020, WCU filed an Affidavit of-Publication .demonstrating that notice 
of the propos~d rate increase had been provided to its customers ·consistent as required by 
the Commission. 

On September 9, 2020; the Commission is_sued an order canceling the public witness 
hearing scheduled for Thursday, September 10, 2020. 

Also on September 9, 2020, the·Public Staff filed a·stipulation of settlement, detailing the 
~ublic Staff and WCU's agreements in settlement of this proceeding (Stipulatio_n). In summary, 
the Stipulation provides.that the parties agree to certain adjustments to WCU's requested-revenue' 
requirement.to pioduce a $612,-749 ·increase-'in WCU's·revenue requirement, ·as recommended in 
the testim0ny and exhibits of Public S_taff witness Sonja·R. Johnson. The Stipulation further details 
·the ~artief agreements regarding revenues per customer class·and the appropriate treatment of the 
purchased .powe~ adjustment rider'(PPA rider); which was most recently approved in Docket 
No. E-35, Sub 50. In addition, the Stipulation provides that UJe··Public S~ffand·WCU agree to the 
admiSsion-ofthe testimony and•exhibits filed in this docket and to waive the·rightto cross-examine 
all witnesses. Finally, the Stipulation provides that the Public Staff and WCU agree· that the 
agreements in the._Stiplllati0n ~ulted from extensive negotiation and compromise, including.the 
debt calculation methodo_logy usc;d, should not be given pI'Ccedential effcet before the Commission 
or any Other regulatory body. 
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In addition, on September 9, 2020, the Public Staff filed a motion requesting that the expert 
witness hearing scheduled for September 14, 2020 be canceled. In support of its motion, the Public 
Staff states that the parties have reached a settlement of all disputed.issues in,this·case, as rei1ected 
in the Stipulation. The Public Staff further states that it contacted counsel for WCU and that WCU 
has no objection to canceling the expert.witness hearing. 

On .September I I, 2020, the Commission issued an order ,canceling .the expert witness 
he!}ring scheduled for September 14, 2020, admitting into'the record the testimony and exhibits 
filed in -this docket, and allowing the parties to file proposed ordeis and ,briefs on or before 
October 12, 2020. 

Based upon the foregoing and the entire record herein, the Commission makes 
the following 

FINDINGS OF FACT 

1. WCU is a State-supported institution of higher-learning which owns,and operates 
an electric distribution syStem. Although not a public .utility, WCU is properly subject to the 
juriSdicti6n of the Commission pursuant-to N.C.G.S. §.116-35 with respect to the juslness and 
reasonableness of the rates charged and services rendered to its retail electric-customers 'in the 
Cullowhee area, Jackson County, North Carolina. 

2. WCU does not generate its own electricity but buys power wholesale from Duke 
Energy Carolinas, LLC, at rates approved by the Federal Energy Regulatory Commission (FERC). 

3. WCU's last-general rate case orderw8Siss'ued on May 25, 2016. 

4. The test year for purposes of establishing rates in this docket is the 12-inonth period' 
ended June 30, 2019. 

5. WCU requ_ested an increase in its electric rates that would produce $625,500 in 
additional annual revenues. 

6. WCU is providing adequate electric service to its customers in its service area. 

7. WCU. gave sufficient and proper notice to its customers of the proposed increase 
in rates. 

8. The Parties filed the Stipulation on September 9, 2020, resolving all disputed issues 
in this docket. 

9. WCU had plant in service, net of cost-free capital, of $6,937,255 as of the end of 
the test year. 
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IO. The reasonable balance of accumulated depreciation as of the.end of the test year 
was $(3,842,817). 

11. The reasonable balnnce of supplies and material inventory as of the end·of the test 
year was $313,580. 

12. The reasonable balance of working capital as of the end of the test )'ear was 
$364,903. 

13. The reasonable balance of customer deposits ·as of the end of the test year was 
$(224,671). 

14. WCU's reasonable original cost rate base for purposes of this proceeding, 
consisting of plant in service (net of cost-fre_e capital), supplies and material inventory, and 
working Capital, net of accumulated depreciation and customer deposits, is $3,548,251. 

15. The pro fonna test year amotint of operation and maintenance expenses under 
present rates reasonable and appropriate for purposes of this proceeding is $4,714,589. 

16. The pro fonna test year amount of depreciation expense reasonable and appropriate 
for purposes of this proceeding is $196~026. 

17. WCU's pro fonna test year amount of Unrelated Business Income Tax expense 
reasonable and appropriate for.purposes of this proceeding.is $(93,153). 

18. WCU's total pro fonna test year operating revenue deductions under present,rates 
for purposes·ofthi~ proceeding are $4,817,462. 

19. WCU's total pro fonna test year operating revenues under present rates for 
purposes of this.proceeding are $4,569,742. 

20. The Parties agreed on a 6.32% overall rate of return. The stipulated overall rate _of 
return reflects a hypothetical capital structure for WCU consisting of 50% debt and 50% equity. 

21. The reasonable and appropriate cost of debt for purposes of this proceeding is 
3.64% and the reasonable and appropriate cost of equity for purposes of this proceeding is 9.00%. 

22. The Parties agreed that WCU is entitled to rates and charges that will produce 
$612,749 in additional annual revenues. 

23. The Parties agreed that WCU's revenues. from its retail operations for the twelve 
months ended)une 30, 2019, by customer class under present base rates and as increased to meet 
the agreed-upon revenue increase requirement, will be as follows: 
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Customer Class Present Proposed Proposed 
Operating Revenue Operating 
Revenues Increase Revenues 

Residential $ 3;461,647 $ 469,836 $ 3,931,483 

Commercial $ 1,070,065 $ 120,095 $ 1,190,159 

Lighting $ 38,031 $ 22,818 $ 60,849 

Rate Schedule, $4,569,742 $ 612,749 $ 5,182,491 
Total 

24. With regard to·the cost of purchased power and the.Ptirchased Power Adjustment 
(PPA) rider, the Parties agreed that .it 'is appropriate and reasonable to continue the •Current 
procedure and method-used to detennine the anhu.aJPPA-rider,.which was first approved in Docket 
Nos: E.:.Js, Sub 17 an_d Sub 19. The Parties have further agreed that the _base purchased power cost 
factor refle~ted in the agreed-to p_roposed base revenues in this proceeding and established for use 
in future PPA Rider proceedings, coincident with the effective date of rates approved in this 
proceeding, is $0:077'59 per kjlowatt-hour (kWh). The Parties have further agreed that, coincident 
with· the effective date of rates approved in this proceeding, the current- •~Factor for" estimated 
purchased power costs for the period February 2020 through January 2021" of $0.00074 per kWh, 
approved as a component of the Schedule "CP" Purchased Power Cost Rider in Docket No. E-35, 
Sub 50, will be reset to $0:00000 .per kWh, 

25. The·Parties acknowledged that the Stipulation resulted from extensive negotiations 
and compromise. ·Thus, .the agreements reached do not necessarily reflect the respective Parties' 
beliefs as to the proper treatment-or level of the matters cited. EX.cept as needed to,carry out'the 
tenns of the Commission's order based on the Stipulation, the Parties agreed that none of the 
positions, treatments, figures or other matters reflected ,in the Stipulation shall have any 
precedential value, nor shall -they otherwise be used i_n any subsequent proceedings before this 
Commission or any other regulatory body as proof of the matter in issue. 

26. The Stipulation is-the product of give-and-take in settlement negotiations, and the 
rates·agreed.to in.the Stipulation are just and reasonable and serve the.public interest. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1-5 

The evidence supporting these findings of fact is found in WCU's verified application; the 
affidavits, testimony,- and exhibits of the PartiCS' witnesses; lhe Stipulation; and the entire record herein. 
These findings of fact are essentially informational,jurisdictional, and procedural, and are not in dispute. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 6 

The evidence supporting this finding of fact is found in the affidavits, testimony, and 
exhibits of the Parties' witnesses and in the el1tire record in this proceeding .. No customers or other 
non-expert public witnesses submitted any comments regarding the quality of service by WCU, 
i;md no WCU customers expressed an ·interest.in·testifying-at the public witness hearing in this 
proceeding. _Based upon the foregoing and the entire record herein, the Commission finds that 
WCU is providing adequate electric service to its customers in its service area 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 7 

The evidence supportillg this finding of fact is·found in the affidavits'filed by WCU on September 
8. 2020, indicating that customer notice had bi::en provided in accordance with-the Commission's Order. 
This finding is uncontested. Based upon the foregoing, the Commission finds that WCU gave sufficient und 
proper notice to its customers of the propo_sed increase in rates. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 8-26 

The evidence supporting these findings of fact is found in WCU's verified application; the 
affidavits, testimony, and exhibits of the Parties; th_c Stipulation·between·the Parties; and the entire record 
in this proceeding. 

On September 9, 2020, th_e Pari:ies filed a Stipulation in which they agreed to and 
recommended an increase in revenues. The amount of the agreed-upon increase was '$612,749. 
The Stipulation recites that the agreements enibodied in the Stipulation resulted from extensive 
negotiations and compromise between WCU and the ·P~blic Staff,' and, thus, the agreements 
reached do not necessarily reflect the respective Parties' beliefs as·to the proper treatment or level 
of the matters cited. Except as needed to carry out the tenns of the Commission's order based on 
the Stipulation, the Parties agreed that.none of the positions, treatments, figures or other matters 
reflected in the Stipulation shall have any precedential value, nor shall they otherwise be used in 
any subsequent proceedings,before this Commission or any other regulatory body as proof of the 
matter in issue. 

The Commission has carefully considered the. Stipulation and the- entire record herein. 
Based on this review, the Commission finds that the Stipula~ion is the product of give-and-take in 
settlement negotiations. The Commission further finds that the rates agreed to in the Stipulation 
are just and reasonable and serve the public•interest. Therefore, the·Commission concludes that 
the Stipulation between WCU and the Public Staff is re~onable and appropriate for purposes 
of this pfoceeding and should be accepted, and that the rates agreed to in the Stipulation 
should be approved. 
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IT IS, THEREFORE, ORDERED as follows: 

l. That WCU is authorized to adjust its rates and charges and fees to increase its 
annual gross revenues by $612,749, effective for billS rcndered·on.or after December I, 2020; 

2. Thot WCU shall file tariff sheets within ten days from the date of this Order 
reflecting the rates an,d fees design_ed to produce the-increase in revenues as approved herein; and 

3. That WCU and the,Public Staff shall jointly prepare and within ten days ofihe date 
of this Order file a proposed customer notice addressing the rate increase approved herein, 
effective for bills rendered on-or after December I, 2020. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 29th day ofOctober, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Joann R..Snyder, Deputy Clerk 
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DOCKET NO. E-22, SUB 577 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by Virginia Electric and Power 
Company d/b/a Dominion Energy North 
Carqlina for Approval of.Demand-Side 
Management and Energy Efficiency Cost 
Recovery Rider Pursuant to N.C. Gen. 
Stat§ 62-133.9 and Commission Rule RS-69 

) 
) ORDER APPROVING DSM/EE RIDER 
) AND REQUIRING FILING OF 
) PROPOSED CUSTOMERNOTICE 
) 
) 

HEARD: Tuesday, November 12, 2019, in Commission Hearing Room 2115, Dobbs 
Building, 430 North Salisbury Street, Raleigh, North Carolina 

BEFORE: Commissioner ToNola D. Brown-Bland, Presiding; Chair Charlotte A. Mitchell, 
Commissioner Lyons Gray and Commissioner Daniel G. Clodfelter 

APPEARANCES: 

For Dominion Energy North Carolina: 

E. Brett Breitschwerdt, McGuire Woods, LLP, 434 Fayetteville Street, Suite 2600, 
Raleigh, North Carolina 27601 

Carolina Industrial Group for Fair Utiljty Rates I (CIGFUR): 

Warren Hicks, Bailey & Dixon, LLP, Post Office Box 1351, Raleigh, North 
Carolina 27602 

For the Public Staff: 

Heather D. Fennell, Staff Attorney, Public Staff - North Carolina Utilities 
Commission, 4326 Mail Service Center, Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: North Carolina General Statute § 62-133.9(d) authorizes the 
North Carolina Utilities Commission, (Commission) to approve an annual rider to the rates of 
electric utilities to recover all reasonable and prudent costs incurred for the adoption and 
implementation of new demand-side management and energy efficiency (DSM/EE) programs. In 
accordance with Commission Rule R8-69(b), such rider consists of the utility's reasonable and 
appropriate estimate of expenses expected to be incurred during the rate period and a 
DSM/EE experience modification factor (DSM/EE EMF) rider to collect or refund.the difference 
between the utility's actual reasonable and prudent costs-incurred during the.test period and•actual 
revenues realized during the.test period under the DSM/EE rider then in ·effect The Commission 
is also authorized to award incentives to electric utilities for adopting and implementing new 
DSM/EE programs, including appropriate rewards based on the sharing of savings achieved by the 
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programs. These utility,incentives arc·included·in the utility's reasonable.and uppropfiate estimate 
of expenses expected to be incurred during the rate period and DSM/EE EMF ridt!rs 
described above. 

Further, Commission Rule R8-69(b) provides that the Commission will.each year conduct 
a ·proceeding for each electric utility to establish an annual DSM/EE rider to recover DSM/EE 
related costs.and utility .incentives. Commission Rule R8-69(rb) provides that the annual DSM/EE 
,cost recovery rider hearing for each public utility will be scheduled _as Soon as practicable after the 
annual fuel and fuel-related charge adjustment proceeding held by-the Commission for the electric 
public utility under C0mmission Rule RS-55. 

On August 13, 2019, Virginia-Electric and Power Company, d/b/a Dominion Energy North 
Carolina (DENC or the Company), filed in this docket ifs Application for Approval of Cost 
Recovery fot Dem_and-Side Management.and.Energy Efficiency Me~sures (Application), seeking 
approval of new DSM/EE rider rates to recover the Company's reasonable and prudent 
DSM/EE Costs; common costs, taxes, net lost revenues (NLR), and a DSM/EE Portfolio 
Pcrfonnance Incentive (PPI). 

Pertinent Proceedings.in Prior Dockets 

The Commission most recently approved DEN C's recov~ry of its-reasonable and prudent 
DSM/EE costs·and utility incentives by Order issued on January 10,.2019, in Docket No. E-22, 
Sub 556 (2019 Order), 

On October 14, 201 l', in Docket No. E-22, Sub 464, the Commission issued its• Order 
Approving Agreement and Stipulation- of S_ettlement, Approving DSM/EE Rider, and Requiring 
Compliance Filing (2010 ·.Cost Recovery Order). In the 2010 Cost Recovery Order, the 
Cmmnis_sion approved the Agreement and Stipulation of Settlement between the Pµblic,Staff ~d 
the Company (Stipulation), filed on March 2, 201 t, as well as the Cost Recovery- and Incentive 
Mechanism (Mechanism), attached as Stipulation Exhibit 1 to the 'Stipulation (collectively, 
Stipulation and Mechanism). 

On December 13, 201 I, in Docket.No. E-22, Sub 473; the Commission· issued its Order 
Approving DSM/EE Rider and Requiring Customer Notice in DENC:s 2011 DSM/EE cost 
recovery proc~eding (2011 Cost Recovery Order). The 2011 Cost Recovery·Order also approved 
a first Addendum to the "Stipulation and· Mechanism (Addendum I) .related to jurisdictional 
allocation of DSM/EE costs. Addendum I Was then incorporated as _part of the Stipulation 
and Mechanism. 

On April 29, 2013, in Docket No. E-22, Sub 486, the Commission issued its Order Granting 
Conditional•Approval of Cost Assignment Proposal.that approved a cost assignment mciliodology 
for allocatin·g 100% of the incremental costs of DENC's prospective North Carolina-only 
Commercial Lighting Program and HV AC Upgrade Program to the North Carolina retail 
jurisdiction. On December 18, 2013, in Docket No. E.:.22, Sub 494, the Commission approved this 
cost assignment methodology for programs offered on_ly in North-Carol_ina as the second 
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Addendum to the Stipulation and-Mechanism (Addendum II). Addendum II was then incorporated 
as part of the Stipulation and Mechanism. 

OnMay7,2015, in Docket No. E-22, Sub 464, the Commission issued its Order Approving 
Revised Cost Recovery and: Incentive Mechanism and Granting Waiver (Order on Revised 
Mechanism). The Order on Revised Mechanism approved an updated Cost Recovery and Incentive 
Mechanism for Demand' Side Management and Energy Efficiency Programs (Revised 
Mechanism). The Revised Mechanism is effective for projected DSM/EE costs and utility 
incentives on and after January 1, 2016, and .for true-up of DSM/EE costs and utility incentives for 
the period beginning July 1, 2014, through December 31;, 2014, and on a lagging calendar year 
basis thereafter. The Revised Mechanism replaced .the similar Mechanism that-had been•in effect 
since-2011. However, it also contained a provision stating that beginning with 2017, DENC would 
switch the ca1culation of the bonus utility incentive approved for inclusion in its DSM/EE and 
DSM/EE EMF riders from a Program Performance Incentive to a Portfolio Performance Incentive. 

On May 22, 2017, in Docket No. E--22, Sub 464, the Commission issued its Order 
Approving Revised Cost Recovery and Incentive Mechanism (2017 Mechanism), which 
implemented the change to the Portfolio Performance Incentive (PPI).1 The 2017 ·Mechanism 
became effective as of May 22, 2017, for projected costs and utility incentives beginning 
January 1,·2018,.and for true-ups of costs and utility incentives beginning-January 1, 2017, and is 
used in this proceeding to calculate the Rider C billing rates related to DSM and EE measures 
projected to be installed or implemented for Vintage Year 2019 as well as the ·EMF true-up for 
DSM and EE measures installed or imple!Ilented during Vint.age Year 2017. 

Pertinent Proceedings in Related Dockets 

On July 12, 2019, DENC filed applications in Docket Nos. E'22, Subs 567-574 requesting 
approval of the following programs. as new DSM/EE programs: Residential Home Energy 
Assessment, Residential Efficient Products Marketplace, ·Residential Appliance Recyc_ling, Non
residential Window Film, Non-R_esidentia] Small Manufacturing, Non-Residential Office, Non
Residential Lighting Systems & Controls, and Non-Residential Heating and·Cooling Effjcii::ncy. 
On October 22, 2019, the Public Staff filed a letter and proposed order recommending the 
Commission approve the proposed programs, and cancel the North Carolina-only versions of the 
Non-Residential Lighting Systems & Controls Program, and the Non-Residential Heating and 
Cooling Efficiency Program upon implementation of the system-wide versions of.those programs. 

On November 13, 2019, the Commission issued' an Order Approving Pemand-Side 
Management and Energy Efficiency Programs approving the above listed programs, and 
cancelling the North-Carolina-only programs upon itnplementatio.n of the system-wide version Of 
the programs. 

1 For the \evelization run-out of the trued-up Program Perfonnance Incentive for measures installed or 
implemented prior lo 2017, the Company carried forward those incentives as calculated pur..uant to the Mechanism 
and Revised Mechanism. The program cost, common costs, and net lost revenue utility inccntiVe revenue requireinents 
are ,also calcu1ated in the same· manner under the 2017 Mechanism as they were under the Mechanism and 
Revised Mechanism. 
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Proceedings in the Present Docket 

On August 13, 2019, DENC filed 'its Application for Approval of Cost Recovery for 
Demand-Side Management Programs and Energy Efficiency Measures consisting of the-direct 
te~timony of Michael T. Hubbard, and the direct testimonies and exhibits of Deanna R. Kesler, 
Jarvis E. Bates, Alan J. Moore, R0bert E. Miller, and Debra A. Stephens. In summary, DENC's 
Application seeks recovery of DEN C's rcasoriable and appropriaie estimate of expenses and·utility 
incentives expected to be incurred during the rate period, Rider C, and a DSM/EE EMF rider, 
Rider CE, to.cotlect or refund the difference between DENC's actual reasonable and prudent costs 
and utility incentives incurred during the test period and actual revenues realized-during the test 
period under the DsM/E.E rider presently in effect. 

On September 4,.2019, the Commission issued an Order Scheduling Hearing, Requiring 
Filing of Testimony, Establishing Discovery Guidelines, and Requiring Public Notice. Pursuant to 
the Order, lhe Commission established deadlines fot the filing of petitions to intervene, intervenor 
testimony and exhibits, and-Company rebuttal testimony and exhibits, and also requited DENC to 
publish a customer notice. The Commission scheduled a hearing io be held on Tuesday, 
November 12, 2019. 

The intervention and jJartiCipation in this ·docket by lhe Public Stiiff is recognized pursuant 
to N.C. Gen. Stat.§ 62-IS(d) and Commission Rule Rl-19(e). 

On September 6, 2019, Carolina Industrial Group for,Fair Utility Rates I (CIGFUR) filed· 
a Petition to Intervene. 

On September 17, 2019, the Commission granted CIGFUR's Petition to Intervene. 

Op October 22, 2019, the Public Staff filed the testimony of David M. Williamson and 
Michael C .. Maness. 

On October 24, 2019, DENC filed· an Affidavit of Publication indicating that it had 
provided notice in newspapers of general c_irculation. 

On October 29, 2019, the Public Staff filed a corrected P,age 7 of the testimony of David 
M. Williamson. 

On October '31, 2019, DENC filed a letter in lieu of rebuttal testimony accepting the 
recommendation of the Public Staff. 

On November 4, 2019, DENC and lhe Public Staff filed a Joint Motion to Excuse 
Witnesses from appearing at the November 12, 2019, expert witne·ss·hearing;stating thatthey had 
reached agteement on all issues in this docket and had agreed to waive cross-examination of each 
other's witnesses. 

on·November 6, 2019, lhe Joint-Motion to Excuse Witnesses was granted. 
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·On November 12,-2019, the Public Staff filed a letter providing the CommiSsion with the 
final results of the Public Stafrs review of the costs of the portfolio of DSM/EE programs incurred 
during the test year by the Company and recommending Cbmmission approvaJ of Company's 
proposed Rider C and Rider CE bill rates. On that" same date, the Commission held the expert 
witness and public witness hearing as scheduled. No public witnesses appeared at the,hearfog. 

On December 12, 2019, DENC and the Public Staff filed a Joint Proposed'Order. 

Based upon DENC's application, the.testimony and exhibits received into evidence at the 
hearing, and the record as a·whole, the Commission makes the-following: 

FINDINGS OF FACT 

1. Virginia Electric and Power Company (VEPCO) operates in the State of North 
Carolina as DENC. DENC is engaged in the business of generating, transmitting, distributing, and 
selling electric power and energy. to the public for compensation .in North Carolina, and is subject 
to the jurisdiction.of the·North Carolin~ Utilities Commission as a public utility. 

2. DENC,is lawfully before the Commission based upon its Application filed pursuant 
to.N.C. Gen. Stal§ 62-133.9 and Commission Rule R8-69. 

3. Pursuant to the 2017 Mechanism, the test period for purposes of this proceeding is 
the 12-month period ofJanwuy I, 2018 through December 31, 2018. 

4. The rate period for purposes of this proceeding is the 12-month period of 
February I, 2020 through Janwuy 31, 2021. 

5. DENC has requested rate period recovery of costs and Utility incentives (NLRand 
PPI) related to the following approved DSM/EE Programs: (a) Phase I Air Conditioner Cycling 
Program; (b) Phase IJI DSM/EE programs: Non-residential Lighting Systems and Controls 
Program, Non-residential· Heating and-Cooling Efficiency Program, and Non-residential Window 
Film Program; (c)·the Phase IV Income and Age QU.alifying Home Improvement Program;{d) the 
Phase V Small Business Improvement Program, (e) the Residential North Carolina-only Retail 
LED Lighting program; (f) the Phase VI Non-Residential Prescriptive Program, and (g) the Phase 
VII DSM/EE programs: Residential Appliance Recycling Program, Residential Efficient Products 
Marketplace Program, Residential Home Energy Assessment Program,Non-Residential Lighting 
Systems & Controls Program, Non:.Residential Heating and Cooling Efficiency Program, 
Non-Residential Window Film Program, Non-Residential Small Manufacturing Program, ~d 
Non-Residential Office·Program.1 

1 .,\s noted above, the proposed Phase VII programs were approved by the Commission on 
November 13, 2019. 
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6. In addition, DENC has requested test period recovery of costs and utility incentives 
related to _ the following approved DSM/EE Programs: Residential Air Conditioner Cycling 
Program; Residential Lighting Program; -Commercial HV AC Program; Commercial Lighting 
Program; Residential Heat Pump Upgrade Program; Residential Home Energy Check Up Program; 
Non-residential Duct Testing and Sealing Program; Non-residential Energy Audit Program; 
Non-residential Heating & Cooling Efficiency Program; Non-residential Lighting Systems and 
Controls Program; Non-residential Window Film Program; Commercial Small Business 
Improvement Program; North, Carolina-only Residenlial LED Lighting Program; Residential 
Income- and Age Qualifying Home Improvement Program; and the Non-residential 
Prescriptive Program. 

7. Recovery ofDENC's forecasted DSM/EE program costs, common costs, NLR, and 
PPI, as well as a true.up ofDENC's test period DSM/EE program costs, common costs, NLR, and 
PPI, is subject to the terms of the 2017 Mechanism. DENC should be allowed, to recover its 
projected rate period and actual test period costs and utility incentives associated with offering 
each of its approved programs as requested in its Application. The requested cost recovery of 
program costs, common costs, NLR, and PPI is' reasonable and consistent with the 2017 
Mechanism previously .approved by the Commission. 

8. DENC is not seeking recovery or projected period NLR in Rider C, and its request 
to true up NLR in Rider CE in future·proceedings is reasonable. 

9. DENC's proposed North· Carolina retail DSWEE Rider C rate period revenue, 
requirement. of $3,470,280, consisting of DSM/EE program costs, common costs, and a PPI, 
is reasonable. 

10. For purposes of determining its DSM/EE EMF, Rider CE, DENC's reasonable and 
prudent North Carolina retail total revenue requirement for the DSM/EE EMF test period, 
con·sisting of DSM/EE program costs, common costs, and utility incentives, as reduced by Rider 
C revenues collected for the test year, is $464,010. 

11. Rider C as proposed in the Applicat\on is reasonable and appropriate, and·consists 
of the following increment customer class billing Factors: Residential - 0.109 ¢/kWh; Small 
G~neral Service and Public Authority- 0.158 ¢/kWh; Large General Service- 0.097 ¢/kWh; and 
no Charge for 6VP, NS, Outdoor Lighting, and Traffic Lighting. It is reasonable·and appropriate 
for.Rider C to become effective for usage on and after February 1, 2020. 

12. Rider CE as proposed in the Application and corrected schedules is reasonable and 
appropriate, ahd consists or the following increment customer class billing factors: Residential -
0.016 ¢/kWh; Small General Service .and Public Authority - 0.018 ¢/kWh; Large General 
Service-0.011 ¢/kWh; and no charge for 6VP, NS, Outdoor Lighting, and Traffic Lighting. It is 
reasonable and appropriate for Rider CE to become effective for usage on and after 
February I, 2020. 
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13. DENC requested the recovery of NLR in the amount of $646,489 and PPI in the 
amount of $324,148 for the test period, and a projected PP! of $365,331, but no NLR, for the rate 
period. DEN C's calculation and proposed·recovery of NLR and u PPI is consistent with the 2017 
Mechanism, and is,appropriate for recovery in this-proceeding. 

14. The Jurisdictional and customer class cost allocations for Rider C and Rider CE 
included· in the testimony and exhibits of Company witness Miller are acceptable for purposes of 
this proceeding,and.are-consistent with the 2017 Mechanism. 

15. DENC satisfactorily explained its Company sponsorship and consumer education 
and awarenes~ activitie_s and the volume of activity associated with such initiatives during the test 
period, as directed by the Commission in its final order issued in the Company's 2016 DSM/EE 
cost recovery proceeding (2016 Order). It is appropriate for DENC to,continue to provide such 
infonnation to the CoTI1ITlission in future rider proceedings. 

16. The evaluation, measurement, and verification (EM&V) analyses and reports 
prepared by DENC are reasonable 'for purposes of this proceeding. The EM&V data provided by 
DENC and reviewed by the Public Staff for vintage ye~ 2018 and earlier"vintages are sufficient 
to consider.those vintage years complete for all"programs operating in those years. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. l•J 

These findings of fact are essentially infonnational, procedural, and jurisdictional in nature 
and are uncontroverted. The test period used by DENC is consistent with the 2017 Mechanism 
approved by the Commission in Docket No. E-22, Suh 464, and with,commission Rule R8-69. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 4 

The evidence for ¢is finding of fact is contained in the Company's Application and the 
testimony ofCoinpany witnesses Moore, Hubbard, and.Stephens. 

Witnesses.Moore and Hubbard testified that because Commission Rule R8-69(a) provides 
that the rate period for DSM/EE cost recovery is the same period as,that in which the fuel rider 
established under Rule R8-55 is in effect, in years-prior to 2018 the Company proposed Rider C 
rates· to be effective for a calendar year rate period. This was consistent with the rate period 
previously used for fuel riders undCI' Rule R8-55. Based on· discussions with the Public-Staff 
following the conclusion of the Company's 2017 ri4er -proceedings, beginning in 2018 DENC 
proposed updated Riders C and CE to be effective for a February I through January 31 rate period, 
and proposed the s~e adjusbnent in itS cost recovery rider applications filed pursuant. to Rules 
R8-55 and R8.:67. The witnesses explained that the Company requested this adjusbnent in order 
to -extend the time for the Commission to issue orders in the Company's three annual rider 
proceedings, to allow the Company addition.ii time to finalize rates and customer notices, and to 
allow reasonable time for Public Staff review, prior to the updated.annual riders' effective date; 
The witnesses stated that the Company intends to continue to use a February 1 through January 31 
rate period in future rider cases. 
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Based on the evidence, the Commission finds and concludes that DENCs proposal to 
adjust the rate period for its DSM/EE cost recovery rider·to February I through January 31 is 
reasonable and should be approved. Rates approved in this order will take effect February l, 2020. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS,OF FACT NOS. 5-8 

The evidence for these findings or fact. is contained in. DENC's Application, the direct 
testimony. and exhibits Of Company witnesses Hubbard, Kesler, Bates, aild Moore, and the 
testimony of Public Staff witnesses Maness and Williamson. 

Company witness Moore testified that he included in the Rider C (rate period) revenue 
requiremerit certain projected costs·associated with: (a) Phase I Air Conditioner Cycling Program; 
(b) Phase III DSM/EE programs: Non-residential Lighting Systems and Controls Program, Non
residential Heating and Cooling Efficiency Program, and Non-residential Window Film·Program; 
(c) the Phase IV Income and Age Qualifying Home Improvement Program; (d) the Phase V Small 
Business Improvement Program, (e) the Residential North Carolina-only Retail LED Lighting 
·program~ (£) the ·Phase VI Non~Residential Prescriptive Program, and (g) the Phase VII 
DSM/EE programs: Residential Appliance Recycling Program, Residential Efficient Products 
Marketplace Program, Residential Home Energy Assessment.Prograrn,,Non-Residential Lighting 
Systems & Controls Program, Non-Residential Heating and Cooling Efficiency Program, 
Non-Residential Window film Program, Non-Residential Small Manufacturing Program, and 
Non-Residential Office Program. Witness Moore ·also testified that he incorporated the projected 
PPI amounts provided by Company witnes.5 Bates . in his development of the Rider C 
revenue requirement. •• 

Company witness Moore also testified that the Rider CE revenue requirement in the present 
case includes true-ups for the Phase I, Phase III, Phase IV,. Phase V, Phase VI Programs, and .the 
Residential Retail LED Lighting Program during the January I, 2018 to December 31, 2018, test 
period, incorporating actual costs, NLR, and PPL 

Company witness Bates identified and explained the nature of common costs that are 
incurred to support DSM/EE' programs generally, but are not tied to specific programs. 

Public Staff witness Williams6n concurred with the-programs listed by DENC for cost-and 
incentive recovery in this proceeding. 

Company witness Kesler presented testimony and exhibits setting forth the Company's 
estimated Utility Cost Test (UCT) and Total Resource Cost'(TRC) test results for vintage year 
2019 for the active DSM and EE programs that are not subject to closure or suspension. She 
explained that because the Company's system for modeling projected costs and benefits is based 
on the calendar year, she applied the projected costs for calendar year 2020 to the proposed 
February I, 2020 -January 31, 2021 rate period. As stated in,her testimony, all programs have 
TRC results above 1.0, indicating cost effectiveness, with-the exception of the Residential Income 
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and Age-Qualifying Home Improvement Program, which is a program in the public interest for 
which the Company is not seeking a PPL All programs have UCT results above 1.0, with the 
exception of the AC Cycling Program and Residential Income and Age Qualifying Home 
Improvement Program. 

Company witness Hubbard also testified that DENC has not projected NLR for the .rate 
period, consistent with its approach in the DSM/EE cost recovery riders since 2014. He proposed 
to true-up NLR in future proceedings. Witness Hubbard also stated that the Company had not 
identified any found revenues. The,Commission,finds the DENC approach to recovery ofNLR, 
and the lack of found revenues, to be reasonable based on the evidence in this proc~ding. 

Consistent with the Commission's previous orders approving DENC's DSM/EE programs 
and the evidence in the record, the Commission finds and concludes that DENC should be allowed 
to recover its projected rate period and actual test'period.costs and utility incentives (NLR and 
PPI) associated with offering ea_ch qfits approved Programs as requested in its Application and its 
direct testimony and exhibits. The Commission also finds and concludes that the requested cost 
recovery of program costs, common costs, NLR, and PPI is consistent with the 2017 Mechanism 
previously approved by the Commission. Further, the Commission finds and concludes that 
DENC's request to true-up NLR in Rider CE in future proceedings is reasonable. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 9-14 

The evidence for these findings of fact is contained in the ·company's Application; the 
direct testimony and exhibits of Company witnesses Hubbard, Kesler, Moore, Bates, Miller, and 
Stephens; and the testimony of Public Staffwitriess Maness. 

Company witness Bates determined the system-wide,prograrn and common costs for the 
DSM/EE programs in the rate period and in the test period. He also calculated the PPI for 
each program. 

Company witness Miller allocated the common costs among the DSM/EE programs. He 
then allocated a share of the System-wide program costs (including common costs as allocated to 
the individual programs) to the No_rth Carolina retail jurisdiction. Pursuant to the 2017 Mechanism, 
DSM costs were allocated on the basis of the Company's coincident, peak, and EE costs were 
allocated on the basis of energy. Finally, witness Miller allocated the North Carolina retail 
jurisdictional costs among the North.Carolina retail customer classes pursuant to the methodology 
set out in the 2017 Mechanism. 

Company witness Moore used the operating expenses, capital costs, and PPI as provided 
by witness Bates, and as a_llocated jurisdictionally ·by witness Miller, to develop a rate period 
revenue requirement for Rider C. He indicated the Company was not requesting any projected 
NLR amount be included in Rider C for recovery dwing the rate period. For capital costs, he used 
a 7.15% depreciation rate from the Company's updated depreciation study, and used the 9.90% 
rate of return on common equity based-on the rate of return on common equity that was approved 
in the Company's then most recent general rate case, Docket No. E-22, Sub 532. 
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Likewise, Witness Moore-developed the test period true-up revenue requirement for Rider 
CE by comparing the test, period actual revenues, received from the Company's· accounting 
department, with the test period costs, NLR, and PPI, as provided by witness Bates and as allocated 
jurisdictionally by witness Miller. For Rider CE, he detenniried the amount ofNLR.by taking the 
applicable non-fuel base rates provided by witness Stephens, and the jurisdictional energy savings 
as provided by witness Kesler, and then excluding lost revenues (1) outside the'36-month window 
established· in the 2017 Mechariism, and (2) already recognized• through non-fuel base rates. 
Further, he determined the carrying costs on dfiferrals and the financing costs on any 
over-recoveries. 

Public Staff witness Maness testified that his investigation of DENC's filing in this 
proceeding focused on detennining whether the proposed DSM/EE !lild DSM/EE EMF billing 
rates were calculated in accordance with the 2017 Mechanism, and otherwise adhered to sound 
ratemaking concepts and principles. He stated that among-the other procedures perfonned by the 
Public Staff, ihe investigation included a review of the actual DSM/EE program costs incurred by 
DENC during the 12-month period ended December 31, 2018,,through the selection and review of 
a sample of Source documentation for t~t year costs for which the Company seeks recovery. This 
process was iritendcd to test whether the actual costs included by the Company in. the 
DSM/EE-billing rates are either valid costs Of approved DSM and EE.programs or administrative 
'(common) costs· supporting those programs. Witness Maness concluded that the Company has 
genera.Uy calculated its proposed DSM/EE billing rates (included in Rider C) and_ DSM/EE 
EMF billing rates (included in Rider CE) in a manner consistent with N.C. Gen. Stat. § 62-133.9, 
Commission RuleR8-69, and the 2017 Mechanism, and stated that the Public Staff found no errors 
or other issues·necessitating an adjustment to DENC's proposed billing rates in this proceeding. 

• ~·· 
Witness Maness also slated that the Public Staff intends to have further discussions with 

the Company regarding the. appropriate input to use in the detennination of avoided capacity 
benefits. Witness Maness recommended the final•detennination of Vintage 2020.avoided capacity 
benefits for the purpose of Calculating PPI shotild be delayed until.next year's rider proceeding. In 
its October 31,,2019 Letter in Lieu.of Rebuttal Testimony, the Company did not oppose the Public 
Staff's• recommendation to delay the final detennin8tion of the Vintage 2020 avoided capacity 
benefits for the purpose of calculating PPL 

On Company Exhibit AJM-1, Schedule I, page I, witness Moore calculated DENC's 
requested North Carolina retail rate period (February 1,·2020, through January 31, 2021) revenue 
requirement (for Rider C) as follows: 
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I. Operating Expense 
2. Capital Cost 
3. NLR 
4. PP! 
5. Total 

$2,970,724 
$134,225 
$0 
$365,331 
$3,470,280 

On Ccimpany·Exhibit A.JM-1, Schedu1e2 (and as also reflected in the testimony-of Public 
Staff witness Maness), Witness Moore ca1culated DENC's requested North Carolina retail test 
period DSM/EE EMF (January 1, 2018, through December 31, 2018) revenue requirement (for 
Rider, CE) as follows: 

Operating expenses 
Capital costs (depr, rate base, prop. 
taxes) 
NLR 
PP! 
Test period Rider C revenues 
Net revenu~ requirement subtotal 
Carrying costs 

Total Rider CE revenue requiremeilt 

$2,880,600 

$134,634 
$646,489 
$324,148 

($3 495,984) 
$489,887 
($25,877) 

$464,010 

Company witness Miller, in Exhibit REM-l;Schedule 3, pages 2 arid 4, allocated the Rider 
C and Rider CE revenue requirements among the North Carolina retail custom~r classes. The 
results of his allocations are shown below: 

Rate Class 

Residential 
SGS Co & Murii 
LGS 
6VP 
NS 
ST & Outdoor Lighting 
Traffic.Lighting 

Rider C Amount 

$1,780,344 
$1,228,533 
$461,403 
$0 
$0 
$0 
$0 

Rider CE Amount 

$268,847 
$141,877' 
$53,285 
$0 
$0 
$0 
$0 

Compariy witness Stephens discussed how she ca1culated the Rider C and Rider CE rates 
proposed for the rate period. She detennined the North Carolina retail forecasted net kWh sales 
for the rate period by-revenue class, and further allocatecl'those forecasted saJes down to customer 
(rate) classes, less the kWh sales for customers who have opted oilt or the DSM/EE rider. Witness 
Stephens testified that she thefl'divided·the customer class revenue requirements by customer class 
forecasted kWh sales fo caJculate Rider C. She used the·same methodology to caJcul~te Rider CE 
for the test period. 
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Company witness Stephens also testified that she provided witness Moore with the monthly 
non-fuel average base rates·for his 1,1.se in ~etennining lost revenues. 

The Application, witness Stephens' Company Exhibit DAS-I, Schedule I, page 10, and 
Company Exhibit DAS-I, Schedule 4, page 2 support the following customer class Rider C-and 
Rider CE billing factors to be put into effect on·February I, 2020: 

Cl fSTOMER Cf AS$ 

Residential 
Small General Service & Public Authority 
Large General" Service 
6VP 
NS 
Outdoor Lighting 
Traffic Lighting 

RIDER._CJ\AIE 
(cents/kWh) 

0.109 
0.158 
0.097 
0 
0 
0 
0 

The bil_\ing factors include.the•Regulatory Fee. 

RIDER CE RATE 
(cents'kWb) 

0:016 
0:ot8 
0.011 
0 
0 
0 
0 

Dased upon the evidence. presented above and the, Cntire record in this proceeding, the 
C:ommissi0ri finds and concludes that the DSM/EE EMF revenue reqliirement and proposed Rider 
CE billing factors to be charged during the rate period, as proposed in DENC's Application, direct 
testimony, and corrected schedules, are appropriate. The Commission also finds and concludes 
that the projected DSM/EE rate period revenue requirement and Rider C billing factors to be 
charged during the rate period, as proposed in DENC's direct filing, are appropriate. With regard 
to the requested recovery ofNLR arid PPI, the Commission fiv.ds and concludes that the amounts' 
are appropriate for recovery ii:i this proceeding and are calculated in a manner consistent with the 
2017 Mechanism. Finaly, the Commission accepts·as appropriate the agreement of the Company 
and Public Staff to postpone until DEN C's 2020 DSM/EE rider proceeding the final determination 
of the Vintage 2020 avoided capacity benefits for the purpose of calculating PPL 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 15 

The evidence for this finding of fact is contained in the direct testimony of Company 
witness ijates. 

1n response to Ordering Paragraph No. 5 of the Commission's 2018 Order, Company 
witness Bates provided infonnation on consumer education and awareness initiatives·conducted 
by the Company's Energy Conscr.vation (EC) department d.uring,the test period. He explained·that 
most of the Company's communication and ·outreach activities are tied directly. to specific 
DSM/EE programs, so actual costs for general education,and awareness are limited. He further 
stated that the EC department relies heavily on online tools for general education; their web pages 
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received around 71,000 visits in the test period, and the web pages for the implementation 
contractor, Honeywell, aJso received over I 77~000 visits. Witness Bates stated that the Company 
is continually growing social media presence, gaining over 91,000 and 61,000 followers on 
Facebook and Twitter, respectively. 

The Public Staff did not, 9ppose DENC's consumer education and awareness activities 
or costs. 

Based on the_ ,evidence presented above and all the infonnation in the record, the 
Commission finds and concludes that DENC1s consumer education and ·awareness activities ahd 
costs are reasonable for purposes of this proceeding. Further, the Commission finds and concludes 
that the Company shall continue to include a list of consumer education and awareness activities 
and the volume of activity associated with each during the testperiod in its annual DSM/EE cost 
recovery filing. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 16-17 

The evidence for these findings of fact is. contained in the direct testimony of Company 
witnesses Kesler, the EM&V report filed by DENC on May I, 2018 in Docket No. E-22, Sub 545, 
the schedules of Company witness Kesler, and the testimony of Public Staff witness Williamson. 

DENC witness Kesler provided and testified to the Company's projected EM&V costs 
during Calendar Year 2020 and actual EM&V costs during·the 2018 .test period. Witness Kesler 
noted that DENC plans to continue to me its annual -EM&V report with the Commission on 
May 1 each year. 

Public Staff witness Williamson testified that he had reviewed DENC's· 2019 EM&V 
report for calendar year 2018 with the assistance of GOS Associates. He_ stated that o:eNC and its 
EM&V consultant implemented certain changes and corrections to.the Vintage 2017 savings for 
Several programs ·as recommended by the Public Staff and accepted by the Commission in the 
previous cost recovery proceeding. He further testified that his review of the savings for Vintage 
Year 2017 .in this proceeding con:finncd that the changes and corrections identified by the Public 
Staff in the Sub 566 proceeding have been incorporated into the Vintage·2017 savings as identified 
in the 2018 EM&V Report. Witness Williamson did not recommend any further adjustments to 
the 2019 EM&V Report based on his review. 

Based on the foregoing, the Commission finds and concludes.that the EM&V analyses and 
reports prepared 6y DENC are reasonable for purposes cifthis proceeding. 

IT IS, THEREFORE, ORDERED as follows: 
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I. That the appropriate annual DSM/EE rider, Rider C, to become effective oh and 
after February 1, 2020, consists· of the following customer class billing factor increments 
(including Regulatory Fee): Residential - 0.109 ¢/kWh; Small General Service and Public 
Authority- 0.158 ¢/kWh; Large General Service -,0.097 ¢/kWh; and no charge for 6VP, NS, 
OutdoorLighting and Traffic Lighting. 

2. That the appropriate annual DSM/EE EMF rider, Rider CE, to become effective on 
and after February I, 2020, consists ·of the following customer class decrement. billing factors 
(including Regulatory Fee): Residential - 0.016 ¢/kWh; Small General Service and Public 
Atithority-0.018 ¢/kWh; Large General Service-0.011 ¢/kWh; and no decrement for 6VP, NS, 
Outdoor Lighting and Traffic Lighting. 

3. That-DENC shall work with the Public Staff to prepare a joint notice to,custorriers 
of the rate changes ordered by the Commission in thiS docket, as w~ll as .in Docket Nos. E-22, 
Subs 578 and '579, and lhe Company shall file such notice for Commission approval as soon as 
practicable, but not later than five working days after lhe Comniission issues the last of its orders 
in lhe above-referenced dockets. 

4. That DENC shall file appropriate rate schedules an.d ride.rs·wilh lhe Commission to 
implement the provisions of this Order as·soon as practicable. 

5. That DENC shall continue to provide a listing of the Company's event sponsorship 
and consumer education and awareness initiatives during lhe test period in future DSM/EE rider 
proceedings. 

ISSUED BY ORDER OF THE COMMISSION, 
This the 17th day of January, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberly A. Campbell, Chief Clerk 

DOCKET NO. E-22, SUB 578 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In lhe Matter of 
Application by Virginia Electric and Power 
Company, dlb/a Dominion Energy North 
Carolina, for Approval of Renewable Energy 
and Energy Efficiency .Portfolio·Standard 
Cost Recovery Rider Pursuant to N.C. Gen. 
Stat.§ 62-133.8 and Commission Rule R8-67 
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HEARD: 

BEFORE: 

Tuesday, November 12, 2019, in Commission Hearing Room 2115, Dobbs 
Building, 430 North Salisblll)' Stree~ Raleigh, North Carolina 27603 

Chair Charlotte A. Mitchell, presiding; Commissioners ToNola D. Brown-Bland, 
Lyons Gray, and Daniel G. Clodfelter. 

APPEARANCES: 

For Virginia Electric and Power Company, d/b/a Dominion Energy North Carolina: 

Andrea R. Kells, McGuireWoodS LLP, 434 Fayetteville Street, Suite 2600, 
Raleigh, North Carolina 27601 

For the Using and Consuming Public: 

Heather D. Fennell, Public Staff- North Carolina Utilities Commission, 4326 Mail 
Service.Center, Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: On.August 13, 2019, Virginia Electric and Power Company, 
d/b/a Dominion Energy North Carolina Power (DENC or the Company), filed its annual 
Renewable Energy and Eriergy Efficiency Portfolio ,Standard (REPS) Compliance Report and 
application seeking an adjustment to its North Carolina retail (NC Retail) rates and charges 
pursuant to N.C. Gen. Stat. § 62-13_3.S(h) and .Commission Rule RS-67. The Commission is 
required to conduct an annual proceeding for the purpose of detennining whether a rider should 
be established to pennit the recovery of the incremental costs incurred to comply with the 
requirements.ofN.C. G. S. § 62-133.S(b), (d), (e), and (f), and to true-up any under-recovery or 
over-recovery of compliance costs. Thus, DENC's annual REPS llider has two components: (1) a 
forward-looking component to recover DENC's projected REPS c6mpliance·costs for the rate 
period of February I, 2020 through January 31, 2021 (proposed by DENC,as Rider RP); and (2) a 
REPS Experience ModificationFaclor (EMF) io true-up any Over- or under-recovery of the REPS 
compliance costs under the previous·REPS Riders from July 1, 2018 to June 30, 2019 (proposed 
by DENC.as Rider RPE). DENC's application was accompanied by lhe testimony and exhibits of 
George E. Hitch, Senior Market Originator, A,lan J. Moore, Regulatory Analyst III;.and Emilia L. 
Catron, Regulat0ry Analyst for DENC. ln its application and pre-filed·test_imony, DENC sought 
approvaJ of the propo_sed REPS 'Rider RP and REPS EMF rider, which incorporated DENC's 
proposed adjustments in its NC Retail ·rates. In addition, DENC requested Commission approval 
of its 2019 REPS Compliance Report for calendar year 20 I 8 REPS compliance, filed as Company 
Exhibit GEH-1 attached to lhe pre-filed direct. testimony of Company Witness Hitch. DENC's 
Application requested an annual revenue requirement of $1,246,561 for the rate .period (billing 
period) of February I, 2020 through January 31, 2021, to be recovered through updated Rider RP, 
as well.as a REPS EMF revenue requirement of$106,060 to be recovered through Rider RPE. 

On September 4, 2019, the Commission-issued an Order Scheduling Hearing, Establishing 
Testim_ony and DiScovery Guidelines, and Requiring Public Notiee. Pu~uant to that Order, the 
Commission established·deadlines for lhe filing of petitions·to intervene,-intervenortestimony and 
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exhibits, Company rebuttal testimony and exhibits, and scheduled the hearing to be held in this 
proceeding on November 12, 2019. 

The intervention and participation of the PubliC Staff in this docket are recognized pursuant 
to N.C.G.S. § 62-IS(d) and Commission Rule Rl-19(e). No other party petitioned to intervene. 

On October 22, 2019, the Public Staff filed the affidavits of Witnesses Tommy C. 
Williamson, Jr. and Jenny X. Li. 

On October 25, 2019; DENC filed Supplemental Testimony artd Exhibits of Company 
Witnesses Moore and Catron. The Supplemental Testimony updated the Company's Rider RP 
revenue requirements to $1,246,279 (a $282 decrease to the original Rider RP revenue requirement 
amount) and Rider -RPE to .$105,825 (a $235 decrease to the original Rider RPE under 
recovery amount). 

On October 28, 2Q19, the Public Staff filed revised affidavits of Witnesses Williamson 
and Li. 

On October 30,,2019, DENC filed-its Affidavit of Publication. 

On October 31, 2019, DENC filed a letter·in lieu rebuttal indicating-there were no is.Sues 
in dispute between.the Company and the Publie Staff based.upon the.Public Staff's affidavits. 

On November 6, 2019, the Public,Staffand the Company filed a Joint Motion to Excuse 
Witnesses from appearing at the November 12, 2019 evidentiary hearing, which was allowed by 
the Commission pursuant to an Order issued that same day. 

This matter came on for hearing as scheduled on November .12, 2019. No public witnesses 
appeared at the hearing. DENC presented the tcsti_mony and exhibits cif Witnesses Hitch, Moore, 
and Catron, and the Public Staff presented the affidavits of Witnesses Williamson and Li. The 
testimony, exhibits, and affidavits were accepted into evidence. 

Based upon the foregoing, including the testimony, exhibits, and affidavits received into 
evidence at the hearing, the records in the North Carolina Renewable Energy Tracking System 
(NC-RETS), and the entire record.in this proceeding, the Commission makes.the following 

FINDINGS OF FACT 

I. DENC is duly.organized as a public utility company under the laws of the State of 
North Carolina and· is subject to the jurisdiction of the Commission .. DENC is engaged in the 
business of-generating, transmitting, distributing, and selling electric power and energy to lhe 
public for compensation in North Carolina. DENC is also an electric power supplier as defined in 
N.C.G.S. § 62-133.8(a)(3). DENC is lawfully before this Commission based upon its Application 
filed purnuant to N.C.G.S. § 62-133.8 and Commission Rule RS-67. 
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2. Pursuant to N.C.G.S. § 62-133.8, in 2018 electric power suppliers were required to 
meet.ten percent (10%) of their previous year's NC Retai_l e!eC:tric sales by a combination of 
renewable energy and energy reductions due to the implementation of energy efficiency 
(EE) measures. In addition, electric power suppliers were required to acquire solar energy, or 
renewable energy certificates (RECs) for solar energy, by the.end of 2018 in an·aniount equal to 
at least 0.2% of th_e previous year's NC R_etail sales. The 0.2% solar energy requirement is part of 
the 10% total REPS requirement. The solar energy sources can be a combination of new solar 
electric facilities and new metered solar thennal.energy facilities. The electric power suppliers.of 
North Carolina were initially requir~d by N;C,G.S. § 62-133.8 to.proci.Jre a certain portion of their 
renewable energy requirements beginning in 20 I 2 from electricity generated by poultry and swine 
waste. However, by Orders iSsued Noveriiber29, 2012,-lllld March 26, 2014, in 0ocket No. E-100, 
Sub 113 (collectively~ together with the Orders of November 13, 2014, Decemb~r I, 2015, October 
17, 2016, October 16, 2017, October 8,.2018, and December 16, 2019, the Delay Orders), the 
Commission delayed the initial swine and poultry waste resource requirements until 2014; in an 
Order issued November 13, 2014, in the same docket, the Commission granted an additional delay 
of the initial swine waste requirement until 2015 and established an initial aggregate j)ol.lltry waste 
resource requirement of 170~000 megawatt-hours (MWh) for 2014; in an -Order issued 
December 1, 2015, the Commission again granted a further delay ·of the initial- swine waste 
requirement until 2016 and maintained the aggregate poultry waste resource requirement at 
170,000· MWh for 2015; in an Order issued October 17, 2016,. the Commission further delayed the 
initial swine Waste req·uirement for one additional year and maifltained the 2016.aggregate poultry 
waste requirement at 170,000 MWh for 2016; in an Order issued October 16, 2017, the 
Commission delayed the initial Swine waste 'requirement for one additional year and maintained 
the aggregate poultry Waste requirement at 170,000 M\Vh for 2017; in an Order issued October 8, 
2018, the Commission" delayed the initial sWine waste requirement for one additional year for 
electric membership corporations arid municipal electric systems but required the electric public 
utilities (including DENC) to meet 0.02% of their sales using swine waste resources and decreased 
the-aggregate poultry waste requirement to 300,000 MWh; and in an Order issued December 16, 
2019, the Commission delayed the initial swine waste. requirement for one additional year for 
electric membership corporations and municipal electric systems but required the electric public 
utilities (including DENC) to meet 0.04% of their sales using swine waste resources arid decreased 
the aggregate poultry waste requirement to 500,000 MWh. 

3. N.CG.S. § 62-133.8(h)(4) provides that an electric powersuppliershall be allowerl 
t9 recover through.an annual rider the incremental costs incurred to comply with the REPS. 

4. Pursuant to N,C.G.S. § 62-133.8(b)(2)(e), DENCmay use 100% out-of-state RECs 
to achieve REPS compli3!1ce. Under Commission RuleR8-67(e)(2), the total costs reasonably and 
prudently incurred during the test period to purchase unbundled RECs constitute incremental costs. 
The projected costs to purchase such RECs during the billing period constitute forecasted 
incremental costs. 

5. DENC has agreed to provide REPS compliance services, including the procurement 
ofRECs,.to Town of Windsor pursuant to N.C.G.S. § 62-133.8(c)(2)(e). Town of Windsor's 2019 
REPS compliance status is included in DENC's 2019 Compliance Report for compliance 
year 2018. 
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6; Taking into a9count the Commission's Delay Orders, DENC, on its own behalf and 
on behalfofTown of Windsor, has complied with its 2018 REPS obligations. DENC's2019 REPS 
Compliance Report for compliance year 2018 should be approved. 

7. For purposes ofDENC's annual rider pursuant to N.C.G.S. § 62-133.8(h), the rate 
period is the 12-month period from February I, 2020, through January 31, 2021.The test periodJs 
the 12-month period July!, 2018, through June 30,2019. 

8. DENC's micro-grid research project costs arc renewable energy research costs 
recoverable pursuant to N.C.G.S. § 62-133.8(h)(l)(b). DENC's resean:h costs are reasonable for 
purposes of this proceeding and within the s!-3.tute's $1,000,000 annual limit. 

,9_ DENC's approach of managing its retail REPS costs separately from the REPS 
costs for its wholesale customer, Town of Windsor, is reasonable. 

10. For purposes of establisti,ing the REPS EMF charge (Rider RPE) in this proceeding, 
DENC's actually incurred incremental costs of REPS compliance, during the REPS test period, 
were $868,140. DENC's Rider RP re_venues were $762,315. DENC's under-recovery of 
test-period compliance costs was $105,825. 

11. For purposes of establishing the forecasted REPS charge (Rider RP)' in this 
proceeding, DENC's incremental costs .of REPS Compliance and Kitty Hawk micro-grid costs 
projected to be incurred·duringJhe rate period are·$1,246,279. 

12. DENC'S total adjusted number of ctiitomer accounts is 120,954, including 103,324 
in the residential class,.17,574 in the commercial class,.and 56 in the·industrial class. 

13. The appropriate. monthly amount of the REPS EMF charge (Rider RPE) to be 
collected during the billing-period, per customer- account, inclilding the'reguhitory fee, is $0.04 for 
residential accounts, $0.24 for commercial accounts, and $1.66 for industrial accounts. 

14. The appropriate monthly amount of the forecasted REPS charge to be collected 
during the billing period (Rider RP), per customer account, including the regulatory fee, is $0.51 
for residential accounts, $2.84. for Commercial accounts, and $19.17 for industrial accounts. The 
combined monthly REPS (Rider RP) and REPS EMF (Rider RPE) charges to be collected during 
the ,billing period, per customer account, including' the regulatory fee, are $0.55 for residential 
accounts, $3.08 for commercial accounts, and $20.83 for industrial accounts. 

15. DENC's combined REPS riders to be charged to each customer account for the 
billing period are within the annual cost caps established in N.C.G.S. § 62-!33.8(h)(4). 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1-5 

These findings of fact are essentially informational,jurisdictional, and proceduraJ in nature 
and are not contested. 

567 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

Section N.C.G:S. § 62-133.S(b)(l) and (c)(l) establish a REPS requirement for all electric 
power suppliers in the State. These provisions require each electric power·supplier to•provide a 
certain percentage of its N6rth Carolina sales. from various renewable en~rgy or ·EE resources. 
AuthQrized'methods of compliance with the REPS requirement-for eJectric public utilities are listed 
in -N.C:G.S. ·§ 62-133.8(b)(2) as follows: .(a) generate-electric power at a new renewable energy
facility; (b) use a renewable,energy resource;to:generate electrjc power at a generating facility 
other than the generation·of.electric,power fr0mwaste.heat derived from the combustion of fossil 
fuel; (c) reduce energy consumption through ~e i~plementation ofan·EE measure; (d) purchase 
electric.power from a new renewable eli.ergy facility; (e)-purchase RECs deriVedJrom in-State:or 
out-of-state new renewable energy facilities;· (f)' use· electric power that is supplied by a new 
renewable energy facility or energy· saved due to the implementation ,of an ·EE measure: that 
exceeds the requirements of this_ section for any calendar year as a credit to Wards the requirements 
of ihis.,section in µie following calendar y~ar; ·Qr (g) electricity demand reduction. In 2018, the 
electric public utilities were required to meet 10 percent (10%) of their previous year's 
North Carolina retail electric sales by a combination of the measures authorized by 
N,C.G.S. § 62-133.S(b). Each of these compliance methods is subject to certain additional 
limitations-and conditions. 

Section N:C.G.S. § 62-133.8(c) has similar requirements for elei::tric membership 
corporations (EMCs).and muni_cipal electric sy5,tems. 

Section N:C.G.S. § 62-133.8(d) requires a certain percentage of the total i;lectric_power 
.sold to retail electric customers in the State, or an eqllivaJent amount of energy, to be supplied.by 
a Combination of new solar electric·-faCitities al1d new metered solar thennaJ en~rgy facilities. The 
percentage requirement for solar ~ources is 0.2% for 201S·and.i;ubsequent years. 

Section N.C.G.S. § 62-133.S(e) requires a certain percentage of the total electric.power 
sold to retail electric·customers.in.the State to be supplied by.swine waste.resources. The.General 
A~sembly .~tablished· _an· initial aggregate 0.07% swine· waste resourfes requirement in 2012, 
increasing thereafter. N.C.G.S. '§ 62-133.8(f) requires a-specific amount of electric power sold·to 
retail electric customers in the State, or an equivalent amount of energy, to be supplied,, or 
contracted for supply in each year, by poultry Waste resources. The·General Assembly establishe_d 
an initial aggregate,poultJ)'. waste' resources requirement of 170~000· mega.watt.,.hours (MWh) in 
2012, in~reasing therea.fter. Pursuant to .the Commission's -Order on Pro-Rata Allocation_ of 
Aggregate Swine and Poultiy Waste Set:-Aside Requirements and Motion·f'0t Clarification issued 
on March 31, 20 l 0,.in Docket No. E-100, Sub 113, DEN C's share of the aggregate State set.:.aside 
requirements for energy from poultry w.iste resources is based on the ratio of its No.rth Carolina 
retail kilowatt-hour (RWh) sales from the previous year.divided by the previous year's total North 
Car9lina retail kWh sales for all electric power slJppliers. Pursuant-to the Commission's Order 
Establishing Method of Allocating_ the Aggregate POultry Waste Resources. Set-Aside 
Requirement issu~d April 18, 2016, in Docket No. E-100, Sµb· 113, starting with compliance.year 
2016, the aggregate_ poultry waste set-aside obligation shaJl ·be allocated among the electric power 
suppliers by averaging three years of historical retail sales, with the·resulting allocation-.being held 
constant-for three years. 
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At the joint request of the State's electric power suppliers, including OENC, ·-the 
Commission.issued the Delay Orders in Docket No. E-100~ Sub ll3, pursuant to specific authority 
provided to the Commission by the General Assembly -to· modify the REPS requirements under 
N.C.G.S. § 62-133.8(i)(2). 

Specifically, the Commission's November 29, 2012 Order Modifying the Poultry and 
Swine Waste Set-Aside Requirements_ .ind Granting Other Relief directed that the swine waste 
resource set-as_ide. requirement for 201i be eliminated <?Jld that the poultry waste reso~ 
requirements for 2012 and subsequent years be delayed for a year. On March 26, 2014, the 
Commission issued a Final Order Modifying the Poultry and Swine Waste ,Set-Aside 
Requirements and Provi_ding Other Relief, approving another one-year delay for both tlie swine 
waste resource and poultry waste resource reCj_uirements and requiring certain additional reporting 
by all electric power suppliers, including DENC. On November 13, 2014, the Commission issued 
an Order Delaying .Swine Set-Aside and Providing Other Relief, delaying DENC's ·and other 
electric power suppliers' swine. waste resource requirement for one year and establishing an ·initial 
aggregate poultry waste resource requirement-of 170;000·MW!tfor 2014, to be.divided amongst 
the electric power slippliers. On December I, 2015, the Commission issued an Order·Delaying 
Swine Set-Aside and Providing Other Relief, granting·a further delay of the initial swine waste 
requirement until 2016, modifying the 2015 poultry waste.set-aside requirement to remain,at:the 
same level as the 2014·aggregate-requirement of 170,000 MWh, and de_laying by one.year the 
sc;heduled in_creases in the requirement (the requirement was scheduled to increase •to 
700,000MWh in the aggregate for all eiectric power suppliers), On October 16, 2016, the 
<;::ommission issued an O_rder Modifying the Swine Waste,Set-Aside Requirement and ·Providing 
0ther·Relief, which delayed for·one·additional year the commencement ofthe:swine waste Set
aside requirement. The ColTliTiission also modified'the 2016 poultry·waste set-aside r_equirement 
to remain at the same level as i:he·2014 and'2015 aggregate requirement of 170,00ifMWh, and 
delayed .by Qne additional year the scheduled increases in the requirement (increasing to 
700,000MWh for 2017, and 900;000 MWh for 2018 and each year thereafter). On October 16, 
2017, the Comrriission issu-ed'an Order Modifying the swine Waste Set-Aside Requirement and 
Providing.Other·Relief, which.delayed 'for one_ additional year the initial,compliance requirement 
under the swine waste set-aside. The Commission also modified the 2017 poultry waste set-aside 
requirem_ent to remain at the: same level as the 2014 ancI 2015 aggregate requirement of 
170;000.MWh, and delayed by one·additional year the'scheduled increases in the requirement 
(increasing to 700,000 MWh for 2018,. and 900,000 MWh for 2019 and each year thereafter). 
Through its Delay.Orders, the Commission establi~hed· that the aggregate sta_t~wide poultry waste 
resource reqliirement for the State's electric·power suppliers, including DENC, is 170,000 MWh 
for 2016 and 2017, and delayed-the initial-swine waste requirement until 2018. In its October 8, 
2018 Order, the Commission required the electric public utilities,.including DENC, to meet 0.02% 
of their sales-usi1"'g swine waste resources and decreased.the aggrcgate,poultry waste requirement 
to 300,000·MWh. In its December, 16, 201_9 Order, the Commis~ion required the:electric public 
utilities,.including DENC, to meet 0.04%:oftheir sales using swine.waste resources and decreased 
the aggregate poultry waste requirement to 500,000·MWh. 

Section N.C.G.S. § 62-133.8(b)(2)(e) provides that an electric power supplier shall achieve 
no .more than 25% o_f its annual .REPS_ 9ompliance.obligations using RECs from out-of-state new 
renewable energy-facilities. However, paragraph (b)(2)(e) specifica1ly,exempts any electric public 
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utility with I~s..than 150,000 North Carolina retail jurisdictional customers as of December 31, 
2006. The Commission held.in its Qrder on Dominion's.Motion for-Further Clarification, issued 
September 22, 2009, in Docket No. E-100, Sub 113, that this exemption ~pplies-to DENC for 
purp:o_ses of both its .general REPS obligation and individual set-aside requirements pursuant to 
N.C:G.S. § 62-l33.8(d)-(I). DENC may/therefore, achieve !00% of its REPS compliance using 
RECs.generated by out-of-state new renewable energy-facilities. 

Section N.C.G.S. § 62-l3H(b)(2)(c) provides that an electric power supplier may use 
energy ~Qiciency certificates (EECs) to mee~ no more than 25% of its total requirement. This 
limitation on·the use ofEECs to meet the total.requirement-does not apply to municipal.suppliers 
such as Town of Windsor. 

Section'§ 62-I33.8(h)(4) requires the Commission to allow an electric power supplier:to 
recover all of its,inCremental costs incurred to comply with N.C.G.S. § 62-133'.8 through an annual 
rider. N.C.G.S. § 62-l33,8(h)(l) provides that "incremental costs" means, all reasonable and 
prudent costs incurred by an electric power supplier-to comply with the REPS requirements that 
are in excess of,the electric power supplier's avoided costs, other than those costs recovered 
pursuant to N.C.G.S. § 62-133.9. The tenn "avoided costs" includes both avoided energy costs 
and a-Voided capacity costs. Commission Rule R8-67(eX2) provides that the reasonable and 
prudently-incurred costs of unbundled RE€s are im:,:remental costs and have no avoided 
cost component. 

Cominission Rule R8-67(e)(5) provides that "[t]he REPS EMF will reflect the difference 
b~tween-reasonable aild prudently incurred incremental.costs and the revenues that.were·actually 
realiz.ed during the test period.under the REPS rider then in effect." 

DEN C's 2019 REPS Compliance Report for compliance year 2018. stated that pursuant to 
N.C.G.S. § 62-!33.8(c)(2)(e) the Company provided renewable energy resources and compliance 
reporting services for Town of Windsor. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 6 

The evidence supporting this finding.of fact i;ippears in DENC's·2019 REPS-Compliance 
Report for compliance year 2018 and in the testimony and exhibits ofDENC Witness Hitch and 
the affidavit of Public Staff Witness Williamson. In addition, the Commission takesjudicia] notice 
of,infonnation contained in NC-RETS. 

DENC's 2019 REPS Compliance Report was admitted• into eviderice· as Company 
Exhibit GE1-I-1. This report provided ~e infonnation required by Commission.Rule·R8'-67(c) for 
DENC and Town of Windsor. Public :Staff Witness Williamson stated in his .affidavit that ·he 
reviewed DENC's 2019 REPS-Compliance Report and recommended that i~ be approved. 

DENC?s 2019 REPS Compliance Report stated that DENC's 2017 retail electric Sa1es were 
4,167,444 MWh and Town of Windsor's were 46;928 MWh. DENC's IO% 2018 total REPS 
obligation amounted to 416,745 RECs~ including 370,092·general obligation RECs, 8,336.solar 
RECs (0.2% of 4,167,444), 9,932 poultry waste RECs, 834 swine waste RECs, and 27,551 EECs 
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from its portfolio of in-state EE programs approved pursuant to N.C.G.S. § 62-133.9. Town of 
Windsor's 10% 2018 total REPS obligation amounted to 4,693 RECs, including 4,485 ·general 
obligation RECs, 94 solar RECs (0.2% of46,928) and 114 poultry waste RECs. The 2018 REPS 
Delay Order delayed the initial swine.waste set-aside requirement for municipalities.until 2019. 
Town of Windsor did not use any EECs for compliance. Public Staff Witness Williamson-stated 
in his affidavit that·these numbers ofRECs met lhe REPS requirements that 10% of2017 retail 
sales must be matched with an equivalent number of RECs in 2018, including 0.2% of2017 retail 
sales that must be matched with an equivalent number ofRECs derived from solar energy. Witness 
Williamson- confirm!_!d that DENC had placed these numbers of RECs in it.s own and Town of 
Windsor's NC-RETS compliance sub-accounts. Witness Hitch testified that out-of-state· RECs 
may be used for 100% ofDENC's REPS compliance, but may not be used to meet more than 25% 
of Town of Windsor's REPS requirements. DENC complied with these limitations. NC-RETS 
further indicates that DENC complied with the provisions of N.C G.S. §§ 62-133.8(b)(2)(e) 
and (c)(2)(d). 

No party dispulf:d that DENC and Town of Windsor complied with their 2018 REPS 
requirements, and Witnesses Hitch and Williamson.both·stated·thatDENC and Town.of Windsor 
met-the 2018 REPS requirements. 

Based on the foregoing and all the evidence of record, the Commission finds that DENC 
and its wholesale customer, Town of Windsor, for wnich DENC-is providing REPS compliance 
services, have fully complied·with the requirements oflhe,REPS for 2018, and that DENC's 2019 
REPS Compliance Report for compliance year 2018 should be·approved. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 7 

The evid~nce supporting ·this finding of fact app~ars in DENC's Application, the testimony 
of DENC Witnesses Hitch, Moore, and Catron, and the affidavits of Public Staff Witnesses Li 
and Williamson. 

Commission Rule R8-67(e)(3) provides that the test period for REPS rider proceedings 
shall be the same as that used by the utility in its annual fuel charge adjustment proceedings, which 
is specified in Rule R8,.55(c) for DENC'to be the 12-month period ending each June 30. Therefore, 
the test period to be used for purposes of this proceeding is the period July 1, 2018, through 
June 30, 2019. 

Regarding the rate period, Rule R8-67(e)(4) provides that the REPS and REPS EMF riders 
shall be in effect for a fixed period that "shall ·coincide, to the.extent practical, with the recovery 
period for the cost of fuel and fuel-related cost rider established ·pursuant to Rule R8-55." For 
DENG, this-is ·February 1, and the subsequent 12-month period. In its current fuel proceeding, 
Docket No.,E-22, Sub 579, and in this,proceeding, DENC has proposed that its rate adjustments 
take effect on February I, 2020, and remain in effect for a 12-month period. 

DENC's test period and rate period were not ch11llenged by any party. Therefore, the 
Commission finds that the test period and rate period proposed by DENC are appropriate for use 
in this proceeding. 
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EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO .. 8 

The evidence supporting this finding of fact appears in'the,testimony and exhibits ofDENC 
Witnesses Hitch and Moore and the affidavits of Public-Staff Witnesses Williamson and Li. 

Pursuant to N.C.G.S. § 62-133.S(h)(l), "incremental costs" include, among oth_er things, 
"all reasonable and prudent costs incurred by an electric power supplier to ... (b) [f]und research 
that encourages the development of renewable energy,.energy,efficiency, or improved air-quality, 
provi_ded-those,costs do not exceed one.million dollars ($1,000,000) per year." Whether specific 
test period or forecasted rate period ,expenditures ·to fund research are eligible for cost.recovery 
through an annual rider pursuant to this provision is detennined by the C0mmission oil a 
·case- by-case basis. 

DENC Witnesses Hitch and Moore described the status of the Company's micro-grid 
project, which the Commission approved in the Company's 2013 REPS rider proceeding. Docket 
No. E-22, Sub 503, as a research project qualifying for REPS rider cost recovery pursuant to 
N.C.G.S. § 62-133.S(h)(I). DENC's micro-grid project was constructed at the Company's Kitty 
Hawk district office beginning in February 2014, and was commissioned and placed in service for 
operation as a micro-grid on July 22; 2014. A fuel cell was added to the project in July 2015. 

The confidential exhibits of Company Witness Moore set forth the ongoing operations and 
maintenance expenses.the micro-grid project incurred during the test period. 

Public Staff Witness Wiiliamson stated in his affidavit that the Public Staff reviewed 
DENC's micro-grid research costs as .part of its investigation into DENC's Application and did 
not take issue with the nature of,the ongoing costs, associated with the project.. As part of the 
discovery process in-this proceeding, however, DENC indicated that the micro-grid system was 
disconnected in August 2016 due.to voltage.issues at the Company's Kitty Hawk office that the 
system served. DENC indicated that it is working with an extema1 contractor to evaluate 
recommissioning and decomrriissioning options and anticipates finalizing its plan by the end of 
2019. The Public Staff recommended that DENC include in its 2020 REPS. cost recovery 
proceeding testimony summarizing DEN C's analysis of the issues experienced with the micro-grid 
project and any actions taken regarding whether to recommission or decommission the project. 

The Commission concludes that the research activities proposed by DENC to be funded 
during the rate period are eligible research costs recoverable under N.C.G.S. § 62-133.S(h)(l)(b), 
and that such research·costs are within the·annual limit allowed. by statute; The Commission also 
agrees with the Public Staff's recommendation and DENC should include in its 2020 REPS cost 
recovery proceeding testimony summarizing DENC's analysis of the issues experienced with the 
Kitty Hawk micro-grid project and the Company's actions taken regarding whether to 
recommission,or decommission the project. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9 

The evidence supporting this finding of fact is found in the testimony and exhibits ofDENC 
Witness Hitch. DENC Witness Hitch testified that the Company purchases RECs for useiby Town 
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of Windsor, its wholesale customer, to meet its REPS obligations. However, 75% of Town of 
Windsor's RECs must be obtained from in-state sources, whereas DENC, pursuant to 
N.C.GcS. § 62-133.8(b)(2)(e), is exempt from this requirement and may obtain all of its RECs from 
outside North Carolina. Because of this difference in requirements, DENC has directly assigned 
to Town of Windsor the costs of RECs used for its REPS compliance, and has excluded them from 
the REPS costs the Company is seeking to recover in this proceeding. Similarly, Witness Hitch 
testified, other incremental REPS compliance costs reasonably attributable to Town of Windsor 
are excluded from the costs that DENC.is seeking to recover. The Public Staff made no.objection 
to the manner in which the Company separates its own REPS compliance costs from those incurred 
on behalf of Town ·of Windsor. Accordingly, the Commission finds that DENC's approach of 
managing its retail REPS costs separately frbm the REPS costs for Town of Windsor is reasonable. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.10-1S 

The evidence supporting these findings.of fact appears in the testimony and exhibits of 
DENC Witnesses Moore and Catron and the affidavits of Public Staff Witnesses Williamson 
and Li. 

As shown in Witness Moore's Supplemental Exhibit AJM-1, Schedule 2, DENC's 
incremental REPS compliance costs for the test period amounted to $868,140, while its test-period 
Rider RP revenues totaled $762,315, resulting ja,an under-recovery of $105,825, to be recovered 
through Rider RPE. The under-recovery for each customer class is set forth on Witness Catron's 
Supplemental Exhibit ELC-1, Schedule.3, as follows: $49,596 for the residential class, $50,613 
for the commercial class, and $1,116 for the industrial class. These under-recoveries are divided 
by the total adjusted number·ofaccounts, which are _103,324, 17,574, and-56 for the residential, 
commercial, and industrial classes, respectively, and further divided by 12 months to determine 
the monthly per-account charge. The projected incremental costs for the billing period, which are 
recovered through Rider RP, amount to $1,244,147. These costs are·set forth on Supplemental 
Exhibit ELC-1, Schedule 5, and are broken down by customer-class as follows: $632,343 for the 
residential class, $598,922 for the commercial class, and $12,882 for the industrial class. These 
incremental costs are divided by the.total adjusted number of.accounts for each class, and further 
divided by 12 months to determine-the monthly per-account charge. 

In her testimony, Witness·Catron determined that the appropriate monthly rates for Riders 
RP and RPE, including the regulatory fee, are as follows: 

Customer Class Forecust Rate EMF Rate Total REPS Rate 
(Rider RP) (RiderRPE) 

Residential $0.51 $0.04 $0.55 
Commercial $2.84 $0.24 $3.08 

Industrial $19.17 $1.66 $20.83 

Public •staff Witnesses Williamson and Li described the Public Staffs audit of DEN C's 
·REPS costs and recommended approval of DENC's proposed Rider RP and RPE rates. The 
Commission therefore finds·the Company's proposed rates to be reasonable. 
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IT IS, TIIEREFORE, ORDERED as follows: 

l- That DENC shaJI establish a REPS ·Rider RP as described·herein, in the amounts 
approved herein, -and that this rider shaJI remain in effect for- a 12-month period beginn_ing 
February I, 2020, and expiring January Jr, 2021; 

2. That DENC shall establish a REPS EMF Rider RPE as described herein, and that 
this,rider shall remain in effect for a 12-month period beginning February l, 2020, and expiring 
January 31, 2021; 

3. That DENC stiall provide an analysis of the issues experienced at its Kitty Hawk 
micr0-grid project in its 2020 REPS cost recovery applicatiorJ as well as any actlOns taken 
regarding whether to recommission or.decommission the project; 

4_. That DENC shaJI work with the Public Staff to-prepare ajoint notice to customers 
of the rate changes ordered by the Commissi0n in this docket, as well as in Docket No. E-22, 
Subs 577 and 579, and the Company sha11 file such notice for Commission approval as_ soon as 
practicable, but not later.than three (3) working days·after the Commission issues orders in all of 
the above.referenced dockets; 

5. That DENC shall file appropriate rate schedules and riders with the Commission to, 
implement the provisions of this Order-as Soon as practicable; and 

6: That DENC's 2019 REPS Compliance Report is hereby approved, and the RECs 
and EECs.in DENC's.and Town of Windsor's 2018 compliance sub.accounts-in NC-RETS shall 
be retired. 

ISSUED BY ORDER OF TIIE COMMISSION. 
This.the 24th day of January, 2020, 

NORTII CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 

DOCKET NO. E-22, SUB 579 

BEFORE THE NORTII CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by Virginia-Electric and Power 
Company; d/b/a Dominion Energy North 
Carolina, .Pursuant to N.C.G.S. § 62-133.2 
and Commission Rule R8-55 Regarding Fuel 
and Fuel•Related C6sts Adjustments-for 
Electric Utilities • 

ORDER APPROVING 
FUEL CHARGE ADJUSTMENT 
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HEARD: 

BEFORE: 

Tuesday, November 12, 2019, in Commission Hearing Room· 2115, Dobbs 
Building, 430 North Salisbury Street, Raleigh, North Carolina 27603 

Chair Charlotte A. Mitchell, Presiding; Commissioner ToNola D: Brown-Bland, 
Commissioner Lyons·Gray and Commissioner Daniel G. Clodfelter 

APPEARANCES: 

For Virginia Electric and Power Company; d/b/a Dominion Energy North Carolina: 

Andrea R. Kells, McGuireWoods LLP, 434 Fayetteville Street, Suite 2600, 
Raleigh, North Carolina 27601 

For Carolina Industrial Group-for Fair Utility Rates I: 

Warren· K. Hi~ks, Bailey & Dixon, LLP, 434 Fayetteville Street, Si.lite 2500, 
Raleigh, North Carolina 27601 

For the Using and Consuming Public: 

Lucy E. Edmondson,. Public Staff - North Carolina Utilities Commission, 
4326 Mail Service Center, Raleigh, North Carolina 27699'4300 

BY THE COMMISSION: On August 13, 2019; Virginia Electric and Power Company, 
d/b/a Dominion Energy North Carolina (DENC Or-the Company), filed its Application for a fuel 
charge adjusbnent, along with· accompariying testimony and exhibits, pursuant to N.C. Gen. 
Stat§ 62-133.2 and North Carolina Utilities Commission (Commission) Rule R8.a55 relating to 
fuel· and fuel-reialed charge adjustments for electric utilities (Application). The application was 
accompanied by the testimony and exhibits of Katherine E. Fanner, Ronnie T. Campbell, Dale E. 
Hiruon, Tom A. Brookmire, and George G. Be.ru.ley. 

On September 4, 2019, the Commission issued its Order Scheduling Hearing, Requiring 
Filing of-Testimony, Establishing Discovery Guidelines, and Requiring Public Notice. 

On September 6,.2019, Carolina lndustriatGroup for Fair Utility Rates I (CIGFUR) filed 
a petition to intervene. The petition was granted on September 17, 2019. 

On September 27, 2019, Nucor Steel-Hertford (Nucor) filed a·petition to intervene. The 
pe!ition was.granted on October 2, 2019. 

On October 4, 2019, the Company filed its affidavit of publication. 

On October 22, 2019, the Public Staff filed the direct testimony of Dustin R. Metz and 
affidavit of Jenny X. Li. 
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On October·JI, 2019, the Company filed a letter in lieu of rebuttal testimony indicating 
there were no issues in dispute between the'Company and·lhe Pu~Iic Staff based upoII the Public 
Staff's testimony and affidavit. 

On November 5, 2019, the Public Staff and.the Company filed a joint motion to-excuse 
witnesses .from appearing at the November 12, 2019 evidentiary hearing, stating that they had 
reached agreement on an issues in this docket and had.agreed to waive cross-examination of each 
other's witnesses. 

On November 6, 2019, the'Commission granted. the joint motion to excuse witnesses. 

This matter came on for hearing as sche_d_uled on November 12, 2019; No public.witness_es 
appeared at the hearing. DENC presented the t~timony and, exhibits of witnesses Farmer, 
Campbell, Hinson, Brookmire, and Beasley, and- the Public Staff presented the testimony of 
witness Metz and affidavit ofwitness Li. The testimony, exhibits, and affiQavits were accepted 
into evidence. 

On·December 23, 2019, a joint proposed order was filed by D_ENC and_ the P1,1blic Staff. 

Based upon the evidence presented and ·lhe entire record in lhis. proceeding, lhe 
Commission makes the following: 

FINDINGS OF FACT 

1. The Company is duly organized as a public utility operating under the Jaws of the 
State of North Carolina and •is subject to the jurisdiction of the North Carolina Utilities 
Commission. The Company is engaged in ·the business of generating, transmitting, distributing, 
and selling electric power to the public in:northeastem North·Carolina. The Company is lawfully 
before this Commission·based on its Application filed pursuanttoN.C. Gen. Stat§ 62-133.2. 

2. ·The test period for purposes of this proceeding is the. 12 months· ended 
June 30, 2019. 

3. The Company's fuel procwernent practices during the test period were reasonable 
and prudent. 

4: The per books test period system sales are 87,363,222,000,kilowatt-hours (kWh): 

5. The per books test period_system generation is 90,757,143 megawatt-hours (MWh), 
which includes various types of generation as follows: 

Generation Types 
Nuclear 
Coal 
Heavy Oil 
Wood and NanualGas Steam 
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Combined Cycle and Combustion Turbiae 
Solar and Hydro- Conventi0nal and Pumped 
Net Power Transactions 
Less: Energy for Pumping 

35,509,724 
4,609,788 

15,301,134 
(3,038,494) 

6. The Company's baseload plants were managed prudently and efficiently during the 
test period so as to mininiize fuel and fuel-related costs. 

7. The.nuclear capacity factor appropriale for use in this proceeding is 95.7%, which 
is the estimated nuclear capacity factor for the ·12 months,beginning February 1, 2020. 

8. The adjusted test period system sales for use in this proceeding are 
85,389, 162;794 kWh. 

9. The adjusted test period system generation for use in this proceeding is 
88,616,747 MWh, wh,ich is categorized as follows: 

Generation Types 
Nuclear 
Coal (in_cluding wood and natural gas steam) 
Heavy Oil 
Combined Cycle and Combustion.Turbine 
Hydro 
Solar 
Net Power Transactions 
Less: Energy for Pumping 

MWh 
28,061,493 
9,950,079 

0 
34,331,961 
4,533,733 

76,055 
14,777,975 
(3,038,494) 

10. A marketer percentage serves as a proxy for fuel· costs when actual fuel costs 
associated with power purchases are not available. A _marketer perceritage of 71% should be 
applied in this proceeding to approximate the fuel cost of such power purchases. 

11. The adjusted test period system fuel expense for use in this proceeding is 
$1,783,381,223, 

12. The reasonable and ,appropriate .system base fuel factor, as approved .in the 
Commission's Notice of Decision in Docket -Ncis. E-22, Subs 562 and 566 (Sub 562' Order), is 
2.092¢/kWh (including the.regulatory fee), and the-reasonable and appropriate North Carolina 
retail class-specific base fuel· factors, as also approved in the Sub 562 Order, including the 
regulatory fee, are as follows: 
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Customer Class 
Residential 
SGS&PA 
LGS 
Schedule NS 
6VP 
Outdoor Lighting 
Traffic 

Class-Specific Base Fuel Factor 
2.M8 ¢/kWh 
2.115 ¢/kWh 
2.o98¢/kWh 
2:036 ¢/kWh 
2,065 ¢/kWh 
2.118 ¢/kWh 
2.118 ¢/kWh 

13. DENC filed this fuel charge adjustment Application in conjunction with its general 
rate case filed on March 29, 2019, in Sub 562. All prospective components of fuel costs are 
included in the.base fuel rates that take,cffect pursuant to'the &uh 562 Order. Therefore, DENC 
will not have a Rider A in this proceeding. 

)4. The appropriate North Carolina retail test period jurisdictional fuel expense ·under-
collection i~ ($550;353), and the adjusted North Carolina retail jurisdictional test period system 
sales are 4,308,591,154 kWh. 

15. The appropriate experience modification factors (EMF or Rider B) for this 
proceeding (including the regulatory fee) are as follows: 

Customer Cia,;s 
Residential 
SGS&PA 
LGS 
Sc::hedule NS 
6VP 
Outdoor Lighting 
Traffic 

EMF Billing Factor 
0.014 ¢/kWh 
0.014 ¢/kWh 
0.014 ¢/kWh 
0.013 ¢/kWh 
0.013 ¢/kWh 
0.014 ¢/kWh 
0.014 ¢/kWh 

16. The class~specific base fuel components-approved in'the Sub 562 Order should be 
adjustc::d by EMF Rider B iricrements for each class as set forth in Finding of Fact No. 15. 
1berefore, the total fuel factors ~o be billed to the Company's retail customers during' the 
Februacy I, 2020 through Januacy 31, 2021 fuel charge billing period, including the regulatory fee, 
are as follows: 

Custorrier Class 
Residential 
SGS&PA 
LGS 
Schedule NS 
6VP 
Outdoor Lighting 
Traffic 
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EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. I 

This finding of fact is essentially informational,jlirisdictional, and procedural in nature and 
is not controverted. 

EVIDENCE AND CONCLUSIONS,FOR FINDING OF FACT NO. 2 

North Carolina General Statute Section 62-133.2(c) sets out the verified, annualized 
information that each electric utility is required to furnish the Commission in an annual fuel charge 
adjustment proceeding .for an historical 12-month test period; Commission Rule. R8-55(b) 
prescribes the 12 months·ending June 30 as the test period for the Company. The Company's filing 
was based on the 12 months ended June 30, 2019. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 3 

The. evidence for this finding of fact is contained in-the direct testimony and exhibits of 
Company witnesses Hinson and Brookmire. 

Commission Rule R8-52(b) requires each eleclric utility to file n Fuel Procurement 
Practices Report at least one~ every ten years and each time the utility's fu~I procurement practices 
char1ge. The Company's current fuel procurement practices were filed with the Commission in 
Docket No. E-100, Sub 47A, on December 20, 2013. 

In his direct testimony, Company witness Hinson stated that domestic natural gas 
production increased during·the test period in conjunction with an increase in natural .gas exports 
as well as an increase in domestic natural gas demand, particularly in the electric generation and 
industrial sectors. He stated that despite weather volatility in January and February 2019, natural 
gas·prices averaged lower than.the previous winter period. He went on to explain that for the first 
half of the test period, coal prices rose, but that there was a steady decline in coal prices for the 
second half of the test period. He stated that after·a short period of decline, oil prices have-had 
upward momentum for the test period. 

Witness Hinson described the Company's fuel procurement practices and-explained that 
the Company continues to follow the same procurement practices it has in the past in accordance 
with its report filed in Docket_ No. E-100, Sub 47A. He also testified to the Company's price 
hedging program under which it price hedges commodities needed for power generation using a 
range of volume targets, gradually decreasing over a three-year period. 

In regard to natural gas procurement, witness Hinson explained that the COmpany.employs 
a disciplined natural gas procurement plan to ensure a reliable supply of natural gas at competitive 
prices. He stated that through periodic solicitations and the open market, the Company serves its 
gas-fire_d fleet using a combination of day-ahead, monthly, seas_qnal, and multiyeur physical gas 
supply purchases. Witness Hinson also described how the-Company evaluates its diverse.portfolio 
of pipeline transportation and storage contracts to determine the most reliable and economical 
delivered 'fuel options for each power station, and how this portfolio of natural gas transportation 
contracts provides access to multiple natural gas supply and trading points from the Marcellus 
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shale region to the sOLitheast region. He also noted that the·Company actively participates in the 
interstate·pipeline capacity release·and physical supply markets as well as longer-term, pipeline 
eX:pansion projects that will augment ,its transportation portfolio and enhance reliability at a 
reasonable cost. Witness Hinson testified that, since the Company's 2018 fuel charge adjustment 
proceeding, the Company has continued ·to utilize more natural gas to serve its customers' 
electricity needs, noting that during the test period in this case, energy prodllction at its·gas-fired 
power stations accounted for about 39.1 % of the electricity produced for customers. Finally, he 
noted that in late 2018, the Company added the Greensville County Power Station (Greensville 
Station or Greensville) to its regulated fleet1 in addition to retiring certain older, less efficient 
natural gas units in March 2019. 

In regard to coal procurement, witness Hinson testified that the Company employs a multi
year physical procurement plan to ensure a reliable supply of coal, delivered to its generating 
stations by truck or rail, at competitive prices. The Company accomplishes this by procuring long
term coal requirements primarily through periodi9 solicitations and secondarily on the open market 
for short-term or spot needs. He rioted that this blend of contract terms creates a diverse coal fuel 
portfolio and allows the Company to proactiveJy manage its fuel procurement strategy, 
contingency plans, and any risk of supplier non-performance. 

Witness Hinson also testified that the Company has a varied procurement strategy for its 
biomass stations depending on their geographical region. He stated that the. Company's biomass 
stations at Hopewell and Southampton continue to be served by-multiple suppliers under both·short 
and· long-term agreements, which enables the Company to increase the reliability of its biomass 
supply by diversifying its supplier base. He also noted .that the Company continues to purchase 
long~term fuel supply through·one supplier for its Altavista Power Station, and to procure biomass 
needs for the Virginia ,City Hybrid Energy Center via short and long-term contracts with 
various suppliers. 

Finally, witness Hinso_n described how, with respect to its oil procurement practices, _the 
Company purchases No. 2 fuel oil and No. 6 fuel oil requirements on the spot market and optimizes 
its inventory, storage, and transportation to ensure reliable supply. 

Company witness Brookmire testified that the nuclear fuel market has softened 
considerably in the past seven to eight years, largely due to the earthquake and tsunami in Japan 
in March 2011, but also due to reductions in demand. He noted that some reductions in supply 
have in part offset some of the downward trend in demand. Witness Brookmirc indicated .that the 
price for conversion services has experienced some upward price life due to production cuts in ·the 
U.S. He also noted that the cost for enrichment services has stabilized· somewha_t during the test 
period, and that despite prices in.this market still being depressed, there appears to be more balance 
in the supply and demand of enrichment· services. He explained that while the price trend in the 
U.S. domestic nuclear fuel fabrication industry continues to be difficult to measure dlie to the.Jack 
of a spot market, the general consensus is that costs· will continue to increase due to 
regulatory requirements, reduced competition, and underserYed demand in the U.S. and abroad, 
and financial distress recently·experienced by parent companies for U.S. nuclear fuel fabricators. 
He also poirited Out that there may be some short-term price lift on front-end.components due to 
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the potential restart of several more reactors in Japan and the growth of China's nuclear 
energy program. 

Witness Brookmire stated that these changes in market costs have not .significantly 
impacted the Company's projected near-term costs, as the.Company's current mix of longer-term 
front-end component contracts has reduced its exposure to the market price volatility that has 
occurred over the past several years. Witness Brookmirc also pointed out lhat lhe 18-monlh 
refueling schedule for the Company's nuclear plants delays the full effect of any significant 
changes in a component price. He also noted that lhe Company has been active in the market and 
has some market-based and fixed price contracts that aJlow the Company to take advantage of 
current lower prices. Witness Brookmire testified that lhe Company continues to follow the same 
procurement practices as it has in lhe past in accordance with the· procedures filed in Docket 
No, E-IOQ, Sub 47A. 

Witness Brookmire also testified that the President announced he will talce no action with 
regard to the Department o:fCommerce'S recommendation on the Section 232 petition filed by two 
U.S. miners in January 2018, and that no quotas or tariffs .will be imposed on foreign~supplied 
uranium as a result. However, he stated that the President, in his decision on the uranium 
Section 232 case, requested that a high level interagency Working Group be fanned to investigate 
means to.improve the commercial viability of the domestic nuclear fuel supply chain; and that the 
Working Group's final report is exp~cted in Octol>er 2019: He testified that any action stemming 
from the Working Group's recommendations could have an impact on nuclear fuel prices, but lhat 
any such impact would be far less significant than those resulting from either tariffs or quotas. 

No party offered testimony contesting the-Company's fuel procurement-practices. Based 
on the foregoing, the Commission concludes that the Company?s fuel procurement practices during 
the test period were reasonable and.prudent. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 4-5 

The evidence for these findings of fact is contained.in the direct testimony and exhibits of 
Company witnesses.Campbell and Fanner. 

Company witness·Campbell's Schedule 3 shows that lhe Company's per books test period 
system sales were 87,363,222,000 kWh~ and witness Farmer's Schedule 3 shows that the 
Company's per books test period system generation was 90,757,143 MWh. Witness Farmer's 
Sclfedule 3 showed that lhc per books test period system generation is categorized as follows: 

Generation Type.c; 
Nuclear 
Coal 
HeaV}'Oil 
Wood and Natural Gas-Steam 
Combined Cycle and Combustion Turbine 
Solar and Hydro -Conventional and Pumped 
Net Power Transactions 
Less: Energy for Pumping 
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MWh 
28,083,596 
9;259,384 

0 
1,032,01 I 

35,509,724 
4,609,788 

15,301,134 
(3,038,494) 
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No other·party offered testimony on lhe level of per books test period system MWh sa1es 
or generation. The Commission thus concludes that the foregoing test period per books levels of 
sales and generation are reasonable and appropriate for use in this' proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 6 

The, evidence for 'this finding .of fact is contained in the direct' testimony of Company 
witness Farmer and the testimony of Public Staff witness Metz. 

For ·purposes of determining the.EMF rider, Commission Rule R8-55(k) requires ·that a 
utility must achieve either (a) an actual system-wide nuclear capacity factor in the test year that is 
at least equal to the nationa1·average capacity factor for nuclear production facilities based on the 
most recent five-year period available as reflected in the most re_cent Generating Availability 
Report of the North American Electric Reliability Corporation (NERC), appropriately weighted 
for size and type of.plant, or (b) an .average system-wide nuclear capacity factor, based upon a 
two-year simple averag~ of the system-wide capacity factors actually experienced in the test year 
and the preceding year, that is at least equal to lhe national average capacity factor for nuclear 
production facilities based on the most recent five-year period available as reflected in the most 
recent NERC Generating Availability Report, appropriately weighted for size and type of plant. 
Rule R8-55(k) also provides that, if a utility ·does not meet either standard, a rebuttable 
presumption is·created that thefocreru;ed cost of fuel was incurred imprudently and·a disallowance 
may be appropriate. Commission Rule R8-55(d)(l) provides that capacity factors for nuclear 
production facilities will be normalized based generally on the national average for nuclear 
production facilities as reflected in the most recent NERC Generating Availability Report,adjusted 
to reflect the unique, inherent characteristics of the utility facilities and any unusual events. 

In her direct testimony, Company witness Fanner testified' to the performance of the 
Company's major generating •units during the test period. Witness Farmer also testified that the 
Company's net cap·acity factors during the test.period for its four nuclear units were: 

North Anna Unit 1 
North Anna Unit 2 
Surry Unit I 
·Surry Unit 2 

101.1% 
89.9% 

IOI.3% 
90.6% 

Thus, the aggregate capacity factor for lhe Company's nuclear units during the test period was 
95.7%; which exceeded the five-yeadndustry weighted average•capacity factor of91.4% for the 
period 2013-2017 for 800-999 megawatt (MW) units, as reported by NERC in _its latest Generating 
Availability Report. Witness Fahner testified in addition that, for the same five-year period (i.e., 
2Ql3-2017), the Company's net nuclear capacity factor Was 94.7%,compared to the national 
average of91.4%. Based on these figures, she stated lhat the Company's nuclear fleet performance 
during the test period was clearly better than the-industry five-year average for comparable units. 

Public Staff witness Metz testified that the Company met the standards of Commission 
Rule R8-:55(k) with both 3:11 actual system-wide capacity factor and a two-year simple average of 
the system wide capacity factor that exceeded the NERC .weighted average capacity factor. 
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Witness Metz also discussed three outages occurring during the test year that the Public 
Staff investigated. These outages included an approximate 200-day outage at ,Scott Solar I, a 
Company-Owned 17 MWAC photovoltaic solar facility, from a lightning strike on September 2, 
2018, and two separate approximately one-day outages at the North Anna Power Statiofl. Witness 
Metz, ·however, testified thanhe Public Staff did not recommend a·disallowance of replacement 
power costs due to these outages, as the Public Staff, based on its investigation of the outages, did 
not conclude that there had been imprudence or mismanagement on the Company's part. He went 
on to explain that although the Public Staff was not recommending any disallowances, there were 
three important reasons to bring these outages to the Commission's attention. 

Firsl, he testified lhat it is important to report to the Commission any concerns related to 
the operations. or status of the Company's generation fleets_, as well as any trends lhat merit 
attention. He slated that there is value in bringing. these issues to the Company's attention to 
indicate areas of plant operation that are oFinterest to the Public Staff or the Commission, or would 
be of interest in future, proceei:lin~ should these issues continue or recur. Second, he ·explained 
that the events that contributed to these outages were of.particular concern to the Public Staff, but, 
again,. that the Public Staff did not find that there was imprudence or mismanagement on the 
Company's part. He·testified that to the extent the Company has not already done so, the Public 
Staff believes that the Company should implement and continue mitigation actions .to prevent
future occurrences of the natl.ire identified ,in the Public Statrs. investigations of these outages. 
Finally, witness·Melz testified that;to the extent these issues continue or recur, in future fuel factor 
proceedings the Public,.Staff could conclude that there had been imprudence or mismanagement 
on the Company's part, which may justify the Public Staff recommending a disallowance of future 
power replacement costs. 

Witness Metz next-detailed the three outages, the first of which occurred at Scott Sola I, a· 
Company-owned 17 MW AC photovoltaic facility, from a lightning strike on September 2, 2018. 
The facility was repaired, but during plant startup, a transformer fire occurred. Witness Metz 
explained that the transformer fire was caused by faulty electrical conilcctiort'i that had been 
repaired_ following the lightning event. The Company's evaluation revealed that the electrical 
assemblies were performed incorrectly or exhibited poor workmanship. Witness Metz testified, 
however, that the.Company performed tests on the electrical conn_ec~ions after--the initial repairs, 
but that 'the test did not reveal the embedded failure risks of the incorrectly installed electrical 
connections, and that post-installation visual inspections would not have been able to identify the
issues listed in the report. Therefore, although lhe Public Slaff did not conclude that there had been 
imprudence or mismanagement by the Company, witness Metz testified that it is crucial for DENC 
tO· ensure that quality workmanship is used on all generation assets. and that part of DENC's 
supervision and control should include having policies and procedures in place to provide 
direction, documentation, and oversight or contractual agents' work. 

Regarding the nuclear-related outages at North Anna Power Station, . .witness Metz testified 
that although the outages occurred at different physical locations, they had some issues in common. 
However, witness Metz testified that in reviewing the Company's responses to Public Staff 
discovery, as well as the Company self-initiated ·action items well underway by Ule time of the 
Company's filing in this 'docket, the Company had implemented a corrective-action program to 
help mitigate and prevent future occurrences of this type. 
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The Commission appreciates the Public Staff's investigation ofDENC's outages occurring 
during the test period. Based on the Public Stafrs.investigation of these outages as testified to by 
witness Metz, the Commission accepts the Public Staffs -recommendation in regard to these 
outages that there be no finding ofCoinpany imprudence or mismanagement, and thus there.be no 
disallowance of replacement power costs. To the extent the. Company experiences outages of a 
similar nature in the future, the Commission will consider evidence pertaining to any such outages, 
as it would for any outage, in future proceedings to determine whether the Company·has managed 
its baseload plants prudently-and efficiently. 

Based upon the evidence in the record, the Commission concludes that DENC managed its 
basel9ad plants prudently and efficiently So as to.minimize fuel and fuel-related costs. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 7 

The- evidence for ·this finding of fact is contained· in the direct testimony Of Company 
witness Fanner. 

Witness Fanner testified that for the 12-montlHate period ending January 31, 2021, North 
Anna Unit 1 is projected to operate at a net capacity factor of 100.4%, North Anna Unit 2 is 
projected to operate at a net capacity factor of92.4%, Surry Unit 1 is projected'.to operate at.a net 
capacity factor of l00.2%, and Surry Unit 2 is projected to operate at a· net capacity factor of 
89.6%. Based on this projection, the Company normalized expected nuclear generation and·fucl 
expenses in developing the proposed-fuel cost rider. DENC's projected-fuel costs are based on a 
95.7% nuclear capacity factor, which is what_ DENC anticipates for the 12 months from 
February I, 2020 through January-3"1, 2021 1 the period the new rates will be in effect. No pcµty 
offered testimony contesting the projectei:I nonnali7.ed system nuclear capacity factor. 

Based on the foregoing evidence, the Commission concludes·that"a,projected normalized 
system nuclear capacity factor of95.7% is reasonable and appropriate for use in th.is.proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 8 

The evidence for this finding of fact is contained in·the direct testimony of the·Company 
wilness Beasley and the testimony of the Public Staff. 

Witness Beasley testified that he was.sponsoring-the calculation-of the adjustment to the 
.Company's system sales for the 12 months ended June 30, 2019, due.to changes in usage, weather 
normalization, and customer growth. Witness Beasley stated the adjustment is consistent with the 
methodology used in the Company's last general rate case (Doi;:ket No. E-22, Sub 532) and the 
last fuel charge adjustment case (Docket No. E-22, Sub 558). Witness Beasley adjusted total 
system Company sales by 1,974,059,206 k.Wh. This adjustment is the sum of.adjustments for 
changes in usage, weather normali1.a.tion, and customer growth. The Public Staff reviewed and 
accepted these adjustments. No other party offered or elicited-testimony on the adjustment. 

Based on the foregoing, the -Commission concludes that the .. adjustments for changes in 
usage, weather normalization, and customer growth are reasonable and appropriate adjustments 
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for use in this proceeding. The adjusted system sales for the 12 months ended June 30, 2019, arc 
85,389,162,794 kWh. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9 

The evidence for this finding of fact is contained in the direct testimony of Company 
witness Fanner. 

Company witness Farmer presented an adjustment to per books MWh· generation for the 
12-month period ended June 30, 2019, to incorporate nuclear generation based upon the·expccted 
future operating parameters for each unit Other sources of generation were then normalized, 
including an adjustment for weather, customer growth, and increased usage.'This methodology for
normal_izing test period generation resulted in an adjusted generation ,level of 88,616,747 MWh, 
which includes various types of generatiomas follows: 

Generation Types 
Nuclear 
Coal (including wood and natural gas steam) 
Heavy Oil 
Combined·Cycle and Combustion Turbine 
Hydro 
Solar 
Net PowerTransactions 
Less: Energy for Pumping 

MWh 
28,061;493 
9,950,079 

0 
34,331,961 
4,533,733 

76,055 
14,777,975 
(3,038,494) 

No other party offe_red or elicited testimony on the a~justed test period.system generation 
for use in this proceeding. Thus, based on the foregoing, the Commission concludes that ,the 
adjusted test period system generation level of 88,616,747 MWh is reasonable <_111d appropriate for 
use in this proceeding. 

EVIDENCEAND CONCLUSIONS FOR FINDING OF FACT NO. IO 

The evidence for this finding of fact is contained in the Sub 562 Order, the direct testimony 
of Company witness Fanner, and the affidavit of Public Staff wilness Li. 

In her direct testimony, -Company wilness Farmer testified that as filed in the 2019 base 
rate case-in Docket No. E-22, Sub 562, the Company is using an updated marketer·percentage of 
71 % to approximate the percentage of unreported power purchase costs related to fuel. Therefore, 
witness Farmer utilized lhe updated 71% marker percentage to calculate the Company's costs 
associated with-purchases of power from·the PJM Interconnection, L.L.C. market and dispat_chable 
non-utility generators. Public Staff witness Li stated that the Public.Staff does not object to the use 
of a marketer percentage of 71 %, subject to the Commission's final order in the Company's 2019 
rate case. 

Consistent with the Sub 562 Order and base_d on the evidence in this proceeding, the 
Commission.concludes that it is reasonable for the ·company to apply a 71 % marketer percentage 
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to purchases from suppliers that do not provide DENC with actual fuel Costs as a proxy for actual 
fuel costs associated with such purchases in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.11-13 

The evidence for these findings of fact is contained in the direct testimony of Company 
witnesses Fanner and Beasley, and the testimony of Public Staff witness Metz. 

Company witness Fanner presented the Company's system fuel expense for the test period 
and the nonnalized system -fuel expenses for the upcoming rate' period of $1,783,381,223. She 
testified that the 'fuel under-recovery experienced by the Company during ·the test year was 
primarily driven by moderate winter weather and the absence ·of major spikes or movements in 
commodity prices. ·She further testified that she used the·expense normalization methodology that 
has been used by the Company and approved in previous North Carolina annual fuel factor 
proceedings. Specifically, the first step in computing nonnalized system fuel expense is to 
calculate nuclear generation based on the expected 'future operating parameters for each unit. The 
expected generation from the nuclear units was calculated for the 12-month period ending 
January 2021. Other sources of generation were then riormalized for the test period. The total of 
coal, heavy oil, combustion turbine and combined' cycles, non-Utility ·generation (NUG), and 
purchased energy .during the test.period was then calculated. A percentage of this .total was then 
Calculated for each of these resources. Normalized generation was computed by applying these 
percentages to a new total, including an adjustment for weather, customer growth, increased usage, 
and the net change in nuclear generation. She stated that this methodology for normalizing the test 
period generation resulted in adjusted annual system energy require,ments of 88,616,747 MWh. 

Witness Fanner also testified that the addition of DENC's 1,588 MW Greensville Station 
in December 2018, as well as the Colonial Trail West Solar·Facility expected to be in service by 
December 2019, will benefit system fuel expense. She.stated that the system fuel expense in this 
case is adjusted to reflect the expected full-year fue_l benefits rela_ted to the Greensville. Station. 
She also stated that the Company placed IO generating units into "cold reserve," and that'these 
units were retired in March 2019 and are no longer in operation. In addition, she stated that the 
power purchase contracts f0r the 200 MW associated with the Roanoke Valley NUG expired in 
March 2019 and the 218 MW associated with ahotherNUG coll.tract was terminated in April 2019. 
She testified that the Company does not anticipate a significant impact to system fuel expense from 
these changes. Finally, she noted that due to the enactment of.House Bill 589 and House·Bill 374, 
the Company can now recqver the total delivered costs, including capacity and non-capacity costs, 
associated with certain purchases of power from qualifying facilities (QFs) under the Public Utility 
Regulatory Policies Act of 1978 that are not subject to economic dispatch or curtailment. She 
stated that reflecting those costs increase~ system fuel expense allocated lo the North Carolina 
jurisdiction by approximately $44.7 rriillion. 

Company witness Beasley presented the Company's calculation of the base fuel component 
for the North Carolina jurisdiction and each customer class. He first determined the average system 
base fuel factor of 2.092 ¢/kWh, based on system fuel expenses of$ I, 783,381,223, .and system 
sales of 85,389,162,794 kWh, that reflected adjustments for changes 'in usage, weather 
nonnalization, and customer growth. Witness Beasley also presented the calculations used to 
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differentiate the.jurisdictional base fuel component by .voltage to determine-the class fuel factors, 
and testified that th~e are consistent with the methodolc;,gy used in the <;ompany.'s previous-Juel. 
p

1
roceeding, Docket No. E-22, ·sub 558. Witness. Beasley also testified· that in Sub 562, the 

Company wOuld update the base fuel componeht for each class to. be equal to the system fueL 
ekpensc raie, adjusted for respective losses calculated in this case. He stated that therefore the-fuel 
c9st Rider A in this case would be set.to $0.00000/k.Wh for all classes. 

1 

Public Staff-witness.Metz testified that the Public Staff recommended approval of the base 
fiiei factors as shown,-in·hiS.Table-2. These factors-are the same as those ~ontainecl'at Company 
AHditional Suppleniental Exhibit PBH-1, Sch_edule 3, which •accompanied the additional 
sJpplemental testimony- of Paul B. Haynes filed in Sub 562,-and are.as follows for each of the 
COmpanyis North.Carolina retail'.custOnier-·c1asses: 

Customer Class 
Residential 
SGS&PA 
LGS 
SChedule NS 
6VP 
Oiltdoor Lighting 
Traffic 

Class.specific Base Fuel Factor 
2.118 ¢/kWh 
2.115 ¢/kWh 
2'098 ¢/kWh 
2.036 ¢/kWh 
2.065 ¢/kWh 
2.118 ¢/kWh 
2.118 ¢/kWh 

No other party offered or elicited testimony on the adjusted test period system fuel expense 
for I use . .in tl)is proceeding. In the- Sub 562 'Order, the. Commission approved -the marketer 
percentage, the system base fuel factor, and tlie North Carolina -retail cl.iss-specific base fuel 
fact'ors. Based upon-that approval and-the evidence present~d in this proceeding, the Commission 
concludes that the appropriate level of fuel expenses to be used to ~t the prospective, or 
forward-looking, fuel factor iR"this proceeding is $1,78~,381,223, the appropriate system-average 
basJ fuel factor (including regulatory fee) is$ 0.02092.per kWh,_and the appropriate class.:specific 
base fuel factors (including regulatory fee) are as set forth in Table 2 Of Public Staff witness Metz~s 
testih10ny·in this case. -

' 
' The Commission further •conclud_es that .because. ~he.,class-specific factors have been· 

incorporated in the base rates approved in Si.Jb 562, fuel cost Rider A shOuld be set to 
$0:00000/kWh for all classes. 

' EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 14-15 

The evidence for these findings of fact is contain~d iri the Cofupa:ny's Application, the 
direci testimony :9f Company wilness_es Campbell, Fanner, and Beasley, as· well as tl)e direct 
testhnony of Public· Staff witness Metz and the affidavit of Public Staff witness Li. 

; Company wi_tness Fanner.'s .direct testimony explaiqcd moderate winter weather and the 
·_absence of major spike_s or movements in commodity priCCs during,the test year resulted in'a minor 
under-recovery of fllel costs. Company witness Campbell ,te~tified that the fuel c6sts·a1Jocated·to 
NOrth Carolina jurtsdictional customer_s totaled $92;3_97,802, while the Company received fuel 

587 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND R.EGULATIONS 

revenues totaJ $91,847,449. The difference between,the fuel.costs and the fuel revenues resulted 
in an under-recovery of$550,353 for the test period. To.determine the EMF (Rider B), Company 
witness Beasley divided this net -balance by the adjusted jurisdictional test peri0d saJes of 
4,308,591,154 kWh. He then used·eustomer class.expansion factors to differentiate the uniform 
factor by voltage to determine the North Carolina retail jurisdictional voltage differentiated 
EMF fuel factors at the sales level applicable to each class. 

Public Staff witness Li's affidavit stated that the Public Staff had reviewed the calculations 
of the EMF provided by DENC, and based on that review recommended that DENC's 
EMF increment rider (Rider B)-for.each customer class be based on a net under-recovery of fuel 
and fuel-related costs of $550;353 and the Company's pro forma North· Carolina retail sales of 
4,308,591,154 kWh."TI1is conclusion is· consistent with the Company's Application. She stated 
that this produces an EMF increment rider (Rider 8), of .$0.00013 per kWh, including the 
regulatory fee, for all North ·Carolina retail customer classes. 

Based on the evidence.in.this proceeding, the Commission concludes that the appropriat~ 
North Carolina retail test period jurisdictional fuel expense under-collection is $550,353 and that 
the adjusted North Carolina jurisdictional test period sales appropriate. for ·computing· the EMF 
(Rider B) are 4,308,59 I, 154 kWh. 

Company witnesses Farmer and Beasley, as well as Public Staff witnesses Metz and Li, 
testified regarding Rider Al -approved in the Sub '562 Order. Company •witnesses Farmer and 
Beasley explained that to reduce DENC's anticipated over-recovery for the second half of 2019, 
and to furthe_r mitigate the effect of the November 1, 2019 non-fuel base rate increase, the 
Company proposed to implement Rider Al, a three-month decrement rider, for each class to be 
effecUVe November 1, 2019 through and including January 3-1, 2019. Company witness Beasley 
indicated that.the Corilpany was requesting that the Rider Al rates be set to ($0.00375)/k.Wh for 
all classes be approved to allow.for a seamless, no impact, transition of total fuel rates ($/kWh) 
between November 1, 2019, and February·l, 2020, based on the-Company's proposed rates in this 
proceeding. The Commission approved Rider. Al in the Sub·562 Order. 

The Commission concludes that the appropriate EMF Rider B increments for this 
proceeding, including interest and the regulatory fee, are·as follows: 

Cµstomer Class 
Residential 
SGS&PA 
LGS 
Schedule NS 
6VP 
Outdoor Lighting 
Traffic 
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0.014 ¢/kWh 
0.014 ¢/kWh 
0.014 ¢/kWh 
0.013 ¢/kWh 
0:013 ¢/kWh 
0.014 ¢/kWh 
0:014 ¢/kWh 
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EVIDENCE AND.CONCLUSIONS FOR FINDING OF FACT NO. 16 

The evidence supporting this finding of, fact is cwnulative·and is ·contain~ in the.direct 
testimony and exhibits of Company witnesses Fanner, Campbell, Brookmire, and Beasley,. the 
testimony·of Public Staff witness Metz and affidavit of Public Staff affiant Li. 

Based upon.the above findings and conclusions, the Commission finds and concludes that 
the total net fuel factors (¢/kWh) are determined as follows (including regulatory fee): 

Customer Class 
Residential 
SGS&PA 
LGS 
Schedule NS 
6VP 
Outdoor Lighting 
Traffic 

IT IS, THEREFORE, ORDERED as follows: 

Total Net Fuel Factor-
2.132 ¢/kWh 
2.129 ¢/kWh 
2.112 ¢/kWh 
2.049 ¢/kWh 
2.078¢/kWh 
2.132 ¢/kWh 
2.132 ¢/kWh 

I. That effective beginning with usage on and after February I, 2020, the C0mpany 
shall impleinent a Fuel Cost Rider A of$0.00000/k.Wh for all classes as approved and set forth in 
the Evidence.arid Con_clusions for Findings of Fact Nos. 11 and ·12 above; 

2. That EMF Rider B increments as' approved and set forth in lhe Evidence and 
Conclusions for Findings of Fact Nos. 14-15 above, shall be instituted-and remain in effect for 
usage from,February I, 2020; through January 31, 2021; 

3. That the Company shall tile appropriate rate schedules and riders -with the 
Commission in"·order to implement lhe fuel'charge adjustments approved·herein no later lhari five 
working days from the date of lhis Order; and 

4. That lhe Co_mpany shall work with lhe ·Public Staff to,.prepare a joint proposed 
Notice. to Customers of the rate adjustments ordered by the Commission herein and iri Docket 
Nos. E-22, Subs 562, 577, and 578, and lhe Company shall file 1iUCh proposed notice for 
Commission.approval as soon-as practicable. 

ISSUED BY ORDER OF THE COMMISSION 
This the 23rd day of January, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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DOCKET NO. E'7, SUB 1228 

BEFORE TIIE NORTIICAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Duke Energy Carolinas, LLC ) 
Pursuant to G.S. 62-133.2 and NCUC ) ORDER APPROVING FUEL 

CHARGE ADJUSTMENT Rule R8-SS·Relating to Fueland Fuel-Related ) 
Charge Adjustments for Electric Utilities ) 

HEARD: 

BEFORE: 

Tuesday, June 9, 2020, at 9:30 am., in Commission Hearing Room 2115, Dobbs 
Building, 430 North Salisbury Stree~ Raleigh, North Carolina 

Tuesday;.June 9, 2020·at 1 :00·p.rn., remotely via.Webex. 

Chair Charlotte A. Mitchell, Presiding; and Commissioners ToNola D. 
Brown-Bland, Lyons Gray, Daniel G .. Clodfelter, Kimberly W. Duffiey, Jeffrey A. 
Hughes, Floyd B. McKissick, Jr. 

APPEARANCES: 

For Duke Energy Carolina;,, LLC: 

Jack E. Jirak, Esq., Duke Energy Corporation, P.O. BoxJSS I / NCRH 20, Raleigh, 
NC 27602 

Robert W. Kaylor, Law Office.of Robert W. Kaylor, P.A., 3SlSix Forks Road, 
Suite 260, Raleigh, North Carolina 27609 

For Carolinas Industrial Group for Fair Utility Rates III (CIGFUR): 

Warren K. Hicks; Bailey & Dixon, 434 Fayetteville Street, Suite 2500, Raleigh, 
North Carolina 2760 I 

For. Carolina Utility Customers Association, Inc. (CUCA): 

Robert F. Page, Crisp & Page, PLLC, 40 IO Barrett Drive, Suite 205, Raleigh, North 
Carolina 27609 
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For Sierra Club: 

Tirrill Moon; Esq. & Gudrun Thompson, Esq., Southern Environmental Law 
Center, 60 I West Rosemary Str<e~ Suite 220, Chapel Hill, North Carolina 27516 

For North Carolina:Sustainable Energy Association (NCSEA): 

Benj~in Smith. Regulatory Counsel, 4600 Six Forks Road, Suite 300, Raleigh, 
North Carolina 27609 

For the Using and Consuming ·Public: 

Dianna Downey, Esq., Public .Staff, North Carolina Utilities Commission, 4326 
Mail Service Center, Raleigh, North Carolina 27699-4300 

BY TifE COMMISSION: On February 25, 2020, Duke ·Energy ·Carolinas, LLC (DEC) 
filed ail application.pursuant to N.C. Gen. Stal§ 62-133.2 and Commission Rule RS-55 regafding 
fuel and fuel-related cost adjusunents for electric.utilities, aJong with the testimony and.exhibits 
ofKimberlfD. McGee,.Brett Phipps, Regis Repko, Steve.n D. Capps. and,Kevin Y_. Houston. 

Petitions to intervene were filed by CIGFUR on March 19, 2020; by NCSEA on March 23, 
2020; by the Sierra Club on April 14, 2020; and by CUCA on May 8, 2020. The Commission 
granted CIGFUR's petition to intervene on.March-23, 2020, NCSEA's petii.ion·to intervene on 
.March 24, 2020, the Sierra Club's petition to intervene on Apri] 15, 2020 and CUCA 's petition t0 
intervene On May 12, 2020. The intervention oftbe Public Staff is recognized pursuant to N.C. 
Gen. StaL § 62-15(d) and Commission Rule Rl-19(e). 

On March I 7, 2020, the Commission issued an Order Scheduling Hearing, Requiring Filing 
of Testimony, Establish_irig Discovery Guidelin~ and Requiring Public Notice iri which the 
Commission set this matter for hearing, established deadlines for the submission of.intervention 
petitions, -intervenor testimony, DEC rebuttal testimony, required the provision of appropriate 
,Publi_c notice, and mandated compliance with certrun discovery guidelihes. 

On June 5, io20 and June 25, 2020, DEC filed affidavits of publication indi_cating._that.the 
public notice had been provided in.accordance with the Commission's·procedural order. 

On May 7, 2020, DEC filed the supplemental testimony and revised exhibits and work 
papers of Kimberly D. McGee. Witness McGee presented revised rates reflecting the impacts 
related,to_ updated numbers presented in her direct exhibits and workpapers,regarding projections 
included in the billing period as well as the inclusion of overrecovery amounts· in the EMF period 
related to-January 2020- March 2020. These updated mimliers resulted in an overall.decrease in 
the amount requested in the original application. 
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On·May 18, 2020,·the Pub1ic Staff filed the Affidavit of Jenny·X. Li and the Testimony 
ofDustin R. Metz. On May 18, 2020, The Sierra Club filed testimony and exhibits of 
John A. Rosenkranz. 

On May 28, 2020, DEC filed the rebuttal testimony of Kimberly D. McGee. On May 29, 
2020, DEC filed a motion to excuse all Company and Public Staffwiblesses. 

On June 1, 202Q, the Commission granted the motion and excused all DEC and Public Staff 
witnesses from appearing at-the evidentiary hearing. 

On May 29, 2020, the Commission issued an Order Scheduling Remote Hearin-gs for 
Expert Witness Testimony due to the COVID-19 pandemic. All parties subsequently filed notices 
consenting to remote hearings. 

On June 18, 2020, DEC flied to correct exhibit titles whic_h omitted the reviseq 
designation on-severaJ of the revised_ exhibits originally filed with· the supplemental testimony of 
Kimberly D. McGee. 

The case came on for hearing remotely by WebE_x as scheduled on June 9,. 2020. The 
pfefiled direct and supplemental testimonies of DEC's witnesses, the .prefiled affidavit and 
testimony of the Public Staff's wimesses were· received into evidence. No other prufy presented 
witnesses or extiibi~ and no public witnesses appeared at the hearing. 

On June 25, 2020, the Commh;sion issued a notice requiring that briefs and proposed orders 
be fifed by July 24, 2020. 

On July 24, 2020, DEC and the Public Staff filed ajoint proposed order. 

Also on July 24, 2020, the Sierra Club filed a post-hearing brief. 

Based upon- the Company"s verified application, the testimony, affida_vits, and ~xhibits 
received irito evidence at the hearing and the record as a whole, the Commission· makes the. 
following findings: 

FINDINGS.OF FACT 

1. Duke Energy Carolinas-is a .dllly organized corporation e_xisting under the laws of 
the S{4te of North Carolin-a, is engaged in the business of developing. generating, transmitting, 
diStributing, and selling electric power 'to the public in North Carolina. and is• subject to the 
jurisdiction of the Commission as a.public utility. Duke Energy Carolinas is lawfully before.this 
Commission based upon its application filed pursuant to N.C. Gen. Stat.§ 62-133.2; 

2. Toe test period for purposes of this proceeding is the 12 months ended 
December 3 I, 2019 (test period). 
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J. In its application, direct, supplemental, arid rebuttal testimony including exhibits in 
this proceeding, DEC requested a total decrease of $144 million to its North Carolina retail revenue 
requirement associated,with fuel and fuel-related costs, excluding the regulatory fee. The fuel and 
fuel-related Cost factors requested by DEC include Experience Modification Factor (EMF) riders 
and take into. account- fuel and fuel-related cost 0 underrecoveries and, overrecoveries experienced 
during the test period, including the update period of January 2020 - March 2020. The oyerall 
underrecovery for lne test period is $57 million. 

4. The Company's baseload plants were managed prudently arid.efficiently during the 
test period so as to minimize-fuel and fuel-related costs. 

5. The Company's fuel and reagent procurement and power purchas_ing practices 
during the test period·were reasonable arid prudent. 

6. The test period per book system sales are 87,9U,JJJ megawutt-hours (MWh). The 
test period per book- system generation (net of auxiliary use and joint owner generation) and 
purchased power is 94,408,998 MWh and is categorized as follows: 

Net Generation Tyrie 

Coal 
Natural Gas, Oil and Biomass 
Nuclear 
Hydro - Conventional 
Hydro Pumped Storage 
Solar DG 
Purchased Power - subject to economic dispatch or 
curtailment 
Other Purchased Power 
Interchange Power 
Total Net Generation 

20,916,177 
15,489,537 
45,243,922 
2,427,405 
(713,520) 

142,127 

7,993,064 
2,613,134 

297 152 
94,408,998 

7. The appropriate nuclear capacity factor for use in this proceeding is 94.39%. 

8. The North Carolina retail test period sales, adjusted for customer growth and 
wealher, for use in calculating the EMF are 58,622,539 MWh. The adjusted North Carolina retail 
customer class·MWh sales are as follows: 

N.C. Retail Customer Class 

Residential 
General Service/Lighting 
Industrial 
Total 
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9. The projected billing period (September 2020-August 2021) sales for use in this 
proceeding are 88,383,239 MWh on a S}'stem basis 'and 58,460,089 MWh on a North Carolina 
retail basis. The projected billing period North Carolina retail customer class MWh sales 
are as follows: 

N.C. Retail Customer Class 
Residential 
General ServiceJLighting 
Industrial 
Total 

Projected MWh. Sales 
22,067,951 
23,951,115 
,12,44 I 023 
58,460,089 

10. The projected billing period system generation,and purchased power for use in this 
proceeding in,·accordance with projected billing period system sales i~-93,353,096 MWh and is 
categorized as follows: -

Generation Type 

Coal 
Gas Combustion Turbine (CT) and Combined Cycle (CC) 
Nuclear 
Hydro 
Net Pumped Storage Hydro 
Solar Distributed Generation (DG) 
Purchased Power 
Total 

MWh 

14,450,043 
24;6,29,409 
44,515,757 
4,305,885 

(3,219,894) 
385,094 

8,286.802 
93,353,096 

11. The appropriate fuel and fuel-related prices and expenses for use in this proceeding 
to. detennine proje<;ted system fuel expense are as follows: 

a. The coal fuel price is $27 .30/MWh. 
b, The gas CT and CC fuel price is $22,87/MWh, 
c. The appropriate expense for ammonia, lime, limestone, urea, di basic acid, sorbents, 

and catalysts consumed in reducing or treating.emissions (collectively, Reagents) 
is $21,603,715, 

d. The total nuclear fuel price (including Catawba Joint Owners generation) is 
$6.04/MWh, 

e. The total system purchased p0wer cost (including the impact of Joint Dispatch 
Agreement (JDA) Savings Shared) is $272,892.569. 

f. system fuel expense recovered·through-intersystem sales is $21,248,787. 

12. The projected fuel' and fuel-related costs for the North Carolina retail jurisdiction 
for use in·this proceeding are $983,087,687. 

13. The Company's North Carolina retail jurisdictional fuel and fuel-related expense 
under-collection for purposes of the EMF was $57. l million, consisting of an underrecovery for 
the residential, general service/lighting, and industrial.classe"s of$8.2 million, $15.8 million and 
$33.2 million respectively. 
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14. The decrease in customer class fuel and.fuel-related cost factors from the amounts 
approved in Docket No. E-7, Sub 1190 should be allocated among the rate classes on a uniform 
percentage basis, using the uniform bill adjustment methodology that was approved by the 
Commission in that docket. 

15. The appropriate prospective fuel and fuel-related cost factors for this proceeding 
for each of DEC's rate classes, excluding the regulatory fee, are as follows: I .6027 cents/kilowatt
hour (kWh) for the Residential class; 1.7583 cents/kWh for the General Service/Lighting class; 
and 1.6652 cents/kWh for lhe-Industrial·class. 

16. The appropriate EMF increments· established in this proceeding, excluding the 
regulatory fee, are as follows: 0.0364 cents/kWh for the Residential class; 0;0666 cents/kWh· for 
the General Service/Lighting class; and 0.2658 cents/kWh for the Industrial.class. 

17. The total net fuel and fuel-related costs factors for this proceeding for each· of 
DEC's rate classes,, excluding the regulatory fee, are as follows: 1.6391 cents/kWh for the 
Residential class; 1.8249 Cents/kWh for the General Service/Lighting class; and 1.9310 cents/kWh 
for the Industriil class. 

18. The base. fuel and fuel~related costs as approved in Docket No. E-7. Sub 1146 of 
1.7828 cents/kWh, 1.9163 cents/kWh, and 2.0207 cents/kWh for the Residential, General 
Service/Lighting, and Industrial customer classes, respectively will be adjusted by an10unts equal 
lo (0.1801) cents/kWh, (0.1580) cents/kWh, and (0.3555) cents/kWh for the Residential, General 
Service/Lighting, and Industrial customer classes, respectively. The resulting approved fuel and 
fuel-related costs will be further adjusted by EMF increments totaling 0.0364 cent;lk.Wh, 
0.0666 cents/kWh, and 0:2658 cents/kWh for the Residential, General Service/Lighting, and 
Industrial customer classes, respectively. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO; I 

This finding of fact is essentially informational, procedural, and jurisdictional in nature and 
is uncontroverted. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 2 

N.C. Gen. Stat.§ 62-l33.2(c) sets out the verified, annualized information that each electric 
utility is required.ti;, furnish to the Cof!]mission in-an annual fuei'and fuel-related cost adjustment 
proceeding for a historical 12-month test period. Commission Rule R8-55(b) prescribes the 12 
months ending December 31 as the test period·for DEC. The Company's filing in this proceeding 
was based.on the 12 months ended December. 31, 2019. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 3 

The evidence for this finding of fact is contained in the Application; the d_irect and 
supplemental testimony of Company witness McGee, and the entire record-in this proceeding. This 
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finding is not contested by any party~ Public Staff Witness Metz testified that the inclusion of 
Clemson CHP steam,revenues in proj(:cted cost should be revisited once pending litigation in the 
DEC general rate case can be decided by the Commission. He noted that the steam revenues may 
need to be adjusted or removed from North Carolina retail cost of service in future fuel proceedings 
depending on the Commission's finaJ decision in the general rate case. 

EVIDENCE AND CONCLUSIONS FOR FINDING OFF ACT NO. 4 

The evidence for this finding of fact is cont_ained in the direct testimony of'Company 
witnesses Capps and Repko. 

Commission Rule R8-55(d)(l) provides that capacity factors for nuclear producti_on 
facilities will be nonna1ized based generally on the national average for nuclear production 
facilities as reflected in the most recent North American Electric Reliability Corporation (NERC) 
Generating Availability Report,. adjusted to reflect the unique, inherent characteristics of the utility 
facilities and unusual events. Company. witness Capps testified that the Company's seven nuclear 
units operated at a system average capacity factor of97.09¾ during the test period. This capacity 
factor, as well as the Company's 2-year average capacity factor of96.19%, exceeded the five-year 
industry weighted average capacity factor of 91.6% for the period 2014 - 2018 for average 
comparable units on a capacity-rated basis, as reported by NERC in its latest Generating 
Availability Report. 

Witness Capps testified,that for the twentietJ:i consecutive y~ar, DEC's seven nuclear units 
achieved a system average capacity factor exceeding 90%, which includ_ed three refueling outages. 
During 2019, DEC's seven nuclear units collectively achieved the highest annual net generation 
and annual capacity in the Company's history. Both Catawba Unit I and.Oconee Unit I established 
new annual generation records during 2019. The Oconee sta_tion, Oconee Unit 3, and·McGuire 
Unit 2 all recorded their second highest annual net output during 2019. 

Company witness Repko testified·conceming the perfonnance of DEC's fossil, hydro,,and 
solar assets. He stated that the primary objective of the Company's fossil, hydro, and solar 
generation department is to provide safe, reliable and cost-effective electricity- to DEC's 
customers. Witness Repko further stated that DEC complies with all applicable environmental 
regulations and maintains station equij)ment ·and systems in a cost-effective manner to en~ure 
reliability. The Company also takes action in a timely ·manner to implement work plans and 
projects that enhance lhe Safety and perfonnance of systems, equipment, and personnel, consistent 
with providing low-cost power for its customers. 

Company witness Repko testified that the Company's generating units operated efficiently 
and reliably during the test period. He explained lhat several key-measures are used to evaluate 
operational performance, depending on the generator type: (1) equivalent availability factor 
(EAF), which refers to the percent ofa given time period a facility was available to operate at full 
power, if needed (EAF is not affected by lhe manner in which lhe unit ·is dispatched or by the 
sy.Stem demands; it is impacted, however, by plaJlned and unplanned, i.e., forced outage time); 
(2) net. capa9ity factor (NCF), which measures the generation that a facility actually produces 
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against the amount of generation that theoretically could be produced in a gjven time period, based 
upon its maximum dependable capacity· (NCF is affected by the_ dispatch ,of the unit to serve 
cust9mer needs); (3) eqliivalent forced outage rate (EFOR), which represents the percentage of 
unit failure (unplanned outage hours and equivalent unplanned derated hours); .a low EFOR 
represents fewer unplanned outage .and derated hours, which equates .to a higher reliability 
measure; and ( 4) starting reliability (SR), ·which represents the percentage Of successful starts. 

Company witness Repko presented the-following chart, which ,shows operation results,~as 
well as results from the most recently published NERC-Gen_erating Availability Brochure for the 
period 2014 through 2018, and is categorized by generator type: 

•• ' . ,,•;,;,;,;,,. I,;'·. fl.~ieW\ ' ',,.,J,,,, ,1',1!'1<; \1•·, 11,' ,, .. .,:' 
' I ,''.~~4-2018 . ,., 

" ••• ' '.1-: ,; ' ;• Penod 
Nbr,of' 

<' ,.,. ,), • ' Mea5ure·'" DEC" . : ; ·,-,/Y'+,-, :\?'t,'' 
, . ,,,-, 

<I; 

., ,o~r~ti~~t'. NER~·A-'.tr~~!'!' t, 
Units 

'r:1r::,:::. ' ,, .,,, 
\1• ,· ..:;1,.::;~ ', 

' ' Reslllts . ,_ ,, 

EAF 76.9"/4 773% 
CooJ.FuwJ Tm PO'iod NCF 36:2% su,o 712 

EFOR 7.4% 9.3~r, 

CoaJ.FmdSsmm111rPMk EAF 92.6% ,;, ,;, 

EAF 78.0% 84.9% 
Total cc .frGN'lJ" NCF 7L3'3~ 53.6% 333 

EFOR OJ7%, 5.1% 

Total CTA.w1rage EAF 83.2'/4 87.5!/a 
150 

SR 100.0"/4 983% 
Hww EAF 83.4'3~ 80.1%, l,063 

Concerning significant planned outages occurring at the Company's fossil and 
hydroelectric facilities during. the test period, Company witness 'Repko testified that, in-general, 
•planned maintenance outages for all fo~il and larger hydroelectric units are scheduled· for the 
spring and fa]! to maximize unit availability during periods of peak demand. Di.Iring the test period, 
most of.these units had at least one small planned ou~ge to inspect-and maintain,plant equipment. 

W.S. Lee Station conducted an outage in the Fall 2019. The primary pmpose for the W.S. 
Lee Station outage was For Transmission to perfonn Bus Tie Br_eaker and IO0kv Bus Junction 
Breakers Upgrades. In the Spring 2019, Dan River combine.d cycle (CC) conducted m?jor gas 
turbine overhauls, as well as steam turbine v;ilve and· generator inspections. Marshall Unit 2 
completed an outage in the Spring 2019. The primary purpose.Of this outage.was to Conduct stack 
repairs_ and install fly ash.p_iping,replacement. Marshal_) Unit 3,completed an outage in the Spring 
2019. The primary pmpose of this outage was to pcrfonn air preheater. maintenance. Marshall 
Unit 4 completed an outage in the Spring 2019. The primary purpose ofthiS outage was to conduct 
boiJ.er inspections.and stack'inspections. W.S. -Lee.CC completed an out<:1ge,iq.Spring 2019. The 
primary purpose of the outage was to perfonn inspections and balance ofplaht maintenance. Buck 
CC completed·an outage in Spring 2019; The primary purpose oflhe outage was to perfonn a hot 
gas path inspect{qn on the gas turbines. Lincoln CT Units 11-16,completed'.an outage in Spring 
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2019 to upgrade the turbine control systems. In Fall 2019, Belews Creek Unit 1 prefonned a boiler 
outage. The primary purpose of the outage was to replace the horizonal reheat section of the boiler, 
burner installation for the natural gas co-fire conversion; and precipitator upgrades. Belews Creek 
Unit 2 was also in an·outage to perfonn work on common service water pipe replacement bctwe_en 
units, continuous emission monitoring system (CEMS) upgrade, main battery replacement, and 
control system power supply upgrade. Marshall Unit 2 completed an outage in Fall 2019. The 
primary purpose'of this·outage was to perfonn FGD inspections, repair absorber agitators, and 
replace check valves. Marshall Unit I also had an outage in the Fall 2019 to replace the generator 
and transfonner protective relays and air preheater baskets. Cliffside Unit 5 perfonned work on 
ammonia tank inspections, catalysts replacement, and turbine valve work in the Fall 2019. 

Based· on a preponderance of the evidence·in the record, the Commission concludes that 
the Company managed its baseload plants during the test period prudently and efficiently to 
minimiz.e fuel and fuel-related costs. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5 

Commission Rule R8-52(b) requires each electric utility to file a Fu·el Procurement 
Practices Report at least once every 10 years and each time the utility's fuel procurement practices 
change. The Company's updated fuel procurement practices were filed with the Commission in 
Docket No. E-100,.Sub 47A in December 2014, and were in effect throughout'the 12 months 
ending December 31, 2019. In addition, the Company files monthly reports. of its fuel and 
fuel-related costs pursuant to Commission Rule R8-52(a). Further evidence for this finding of fact 
is contained in t_he testimony of Company witnesses McGee, Phipps, Repko, and Houston and the 
testimony of Public Staff witness Metz. 

Company witness McGee testified that key factors in DEC's ability to maintain lower fuel 
and fuel-related rates for the benefit of customers inclllde its diverse generating portfolio mix of 
nuclear, coal, natural gas, and hydro; lower natural gas prices; the capacity factors-of its nuclear 
fleet; and fuel procurement strategies that mitigate volatility in supply costs; Other key factors 
include the combination of Duke Energy Progress, LLCs (DEP) and DEC's respective skills in 
procuring, transporting, managing and ·blending fuels and procuring •reagents; the increased and 
broader purchasing ability of the combined companies;·and the joint dispatch ofDEP'S and DEC's 
generation resources. 

Company witness Phipps described DEC's fossil fuel procurement practices, set forth in 
Phipps Exhibit 1. Those practices include computing near and long-tenn consumption forecasts, 
detennining ·and designing inventory targets, inviting- proposals from all qualified suppliers, 
awarding contracts based on the lowest evaluated offer, monitoring delivered coal volume and 
quality against contract commitments, conducting short-tenn and sJ)ot purchases to supplement 
tenn natural gas supply, and obtaining natural gas transportation for the generation fleet through a 
mix oflong-term firm transportation agreements and shorter tenn· pipeline capacity purchases. 
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According to witness Phipps, the Company's average delivered cost of coal p~r ton for the 
test.period was $82.11 per ton, compared to $78.71 per ton-in the prior test period, representing an 
increase Of approximately 4%. This includes an average transportation coSt of $28.33 per ton• in 
the test period, compared to $29.58 per ton ,in the prior test period. representing 'a decrease of 
approximately 4%. Witness. Phipps further testified that .the Company's average price of gas 
purchased for-the test period was $3.40 per Million British-ThennaJ Units.(MMBtu), compared to 
$3.84 per MMBtu in the prior test period,-reprci;enting a decrease of approximately I 1%. The cost 
of gas is inclusive of gas supply, transportation, storage and financiaJ hedging. 

Witness Phipps stated that DEC's coaJ bum for· the test period was 8.1 million tons, 
compared to a coal bum·of 8.7 milli_on tons in the prior test period, representing a decrease of 
approximately 7%. The Company's natural gas bum for the test period was 123.9 MMBtu., 
compared to a gas bum of 128.8 MMBtu.· in the prior lest period, representing a decrease of 
approximately 4%. The net decrease in DEC's overall•natural gas bum was.primarily driven by 
gas to coal switching as a ,result of the new coal rail transportation rate that went into effect 
March I, 2019. 

Witness Phipps Stated that coal markets continue to be distressed an~ there has been 
increased market volatility due to a number of factors, including:·(I) deteriorated financial health 
of coal suppliers; (2) continued abundant natural gas supply and ~torage resulting in lower: natural 
gas prices,-_Which have lowered overall domestic coal demand;.(3) uncertainty around proposed, 
imposed,.and.stayed U.S. Environmental Protection Ag~cy (EPA) regulations·for power plants; 
(4) changing demand in global markets for both steam and metallurgical coal; (5) uncertai_nty 
surrounding regulations for mining operations; ; (6) tightenitlg supply as, tiankruptcieS, 
Consolidations and.CQrilpany reorganizations have allowed coal suppliers to restructure and settle 
into.new, lower on-going production levels. 

He also testified that with respect tQ natural gas, the nation's natural gas supply·has grown 
significantly over the last several years, and producers continue to enhance production techniques, 
enhance efficiencies, and lower production costs. Natural gas prices arc refl_ective of the dynamics 
between supply and demand factors, and in the short term, such dynamics arc influenced primarily 
by seasonal weather demand and overall storage inventory balances. Over the longer term 
Planning horizon, natural gas· supply is projected .to continue ·10 increase along with the.needed 
pipeline infrastructure to move the growing supply to meet demand related to power generation, 
IiQuefied natural gas.exports·and pipeline exports to Mexico. 

WiLnf:ss Phipps, stated that DEC's current coa1 bum projection for the billing period i~ 
5.4 million tons, compared to 8.1 million tons consumed during the test period. DEC's billing 
period projections for coal generation may be impacted due to changes-from, but not limited to, 
the follow_ing .factors: (1) delivered natural· gas prices versus the average delivered cost of coa1; 
(2) volatile power prices;,and (3) electric demand. Combining coal and transportation costs, DEC 
projects 1average delivered coal Costs of approximately $73.90 per ton for the· billing period 
compared to $82: 11 per ton in the test period. This includes an average projected total 
transportation cost of $28.46 per ton for the billing period. compared to $28.33 per ton in the 
test .period. 
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Witness Phipps testified· that this cos~ however, is subject to change based on, but not 
limited to, the following factors: (I) exposure to market prices and their impact on opep coal 
positions; (2) the amowit of non-Central AppaJachian coal DEC is able to consume; 
(3) performam;:e of contract deliveries by suppliers. and railroads which may not occur despite 
DEC's strong contract compliance-monitoring process; (4) changes in transportatiOn rates; and (5) 
potential additional costs associated with suppliers' compliance with legal and statutory changes, 
the,eiTects.ofwhich can be passed on through coal contracts. 

Witness .Phipps further ·testified that DEC's current natural gas bum projection for the 
billing period is approximately 201.9 MMBtu, which is- an increase from the 123.9 MMBtu 
consumed-during the test period. The net increase in DEC's overall natural gas·bum projections 
for the billing,period versus the test period is driven by the inclusion of natural gas gene_ration at 
Belews Creek, and Marshall Units 3 and 4 as a result of the dual fuel conversions being 
commercially available over the course of the billing period, combined with increased. generation1 
output from Lincoln CT. The current average forward Henry-Hub price for the billing period is 
$2.44 per MMBtu, compared to $2.63 per MMBtu in the test period. Projected natuial gas bum 
V«]llJI!les will vary based on factors such as, .but not limiti;d to;: changes in actual deliVered fuel 
costs and weather driven demand. 

According to witness Phipps, DEC continues to maintain a comprehensive coal and natural 
gas procurement strategy that-has proven successful over the years in limiting average annual fuel 
price changes while actively managing the dynamic demands of its fossil fuel;generation fleet in a 
reliable and cost effective manner. Aspects of this procurement strategy include having an 
appropriate mix of contract and spot purchases for coal, staggering coal contract expirations which 
thereby limit exposure to market price changes, diversifying coal sourcing as economics warrant, 
.as well as working with ·coal suppliers to incorporate additional flexibility into their .supply 
contracts. The Company conducts spot market solicitations throughout th~ year to supplement term 
contract purchases, taking into account changes in projected. coal bums and existing Coal 
inventory levels: 

Wil:!less Phipps also testified that the Company has implemented natural gas procurement
practi~ that include periodic Request for Proposals and shorter-term market ,engagement 
actiVities to procure and actively manage a reliable, flexible, diverse, and competitively priced 
natural gas supply that includes contracting for volurn~trlc optionality in order to provide 
flexibility in responding-to.-changes in forecastcd fuel consumption. 

According to Witness Phipps, DEC continues to maintain a·short-term financial natural gas 
hedging plan to manage fuel cost risk for customers via a ·disciplined, structured 
execution approach. 

Finally, in response to the Commission"s August 7, 20J9·0rder Approving Fuel Charge 
Adjustment in Docket No. E-7, Sub I 190(2019 Fuel Order), Witness Phipps testified to the results 
of the Company's revi~w of historic price fluctuations and whether its curient method· of 
forecasting and hedging should be adjusted to mitiga,te the risk of significant underrecovery of fuel 
costs. Based; on its evaluation, the Company determined that no adjustments ·were needed to its 
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current method of forecasting or to its physical hedging program, However, the Company 
continues to·refine and.add modeling capabilities-that will provide addit_ional jnfonnation to help 
with analyzingfu_el forecasts and needed procurement activities~ and associated ranges of potential 
costs. The Company also recommends extending financial hedging activities for a lower 
percent_age in rolling years four.and five to mitigate cost risks for ~ustomers·as.explain~d· in more 
deta~l in Phipps Confidential Exhibit 4. 

N.C. Gen. Stat.§ 62-133.2(al)(3) permits DEC lo recover the cost of"ammonia; lime, 
limestone, u~a, dibasic acid, sorbcnts, and catalysts consumed in-reducing or.treating emissions." 
Company witness Repko testified that the Corilpany has installed pollution control equipment in 
order fo-meet various current federaJ, state, and ·1ocal reduction requirements for riitrogen oxide 
(NO.). and sulphur oxide (SOx) emissions. The selective non-cataJytic reduction technology 
(SCR or SNCR) that DEC currently operates on,the·coal-fired•units·uses ammonia or-urea for NO.
removal. The ·sNCR technology employed at Allen station and Marshall Uriits 1,.2 and 4 irijects 
urea into.the boiler for NO._ removal. All DEC coal units have Wet scrubbers installed which,use 
crushed limestone for sulfur dioxide (SO2) removaJ .. Cliffside Unit' 6 has a state-of-the-art s(h 
reduction system which couples a wet scrubber (e.g., limestciile) and dry scrubber (e.g., quicklime). 
SCR equipment.is.also-an integral part of the dcsigri of the·Buck, Dan River and Lee.CC stations, 
in which aqueous ammonia (19% solution ofNH:i),is introduced for NO:,; removal. . 

Company witness Repko further testified that- overaJI, the type and quantity of chemicals 
used to·reduce emissions at'the Company's plants varies depending on Ute generation output,of 
the unit, the chemical constituents in the fuel burned, and the level of emissions reduction required. 
He stated that the Company is managing the impacts,. favorable or Unfavorable, as a result. of 
changes to· the fuel mix and/or changes in coal buril. due to competing fuels and utilimtion .of 
non-traditional coals. He also stated that the goaJ 'is to effectively Comply with emissions 
reglllations and.provide the most efficient totaJ:.cost solution for operation ofthe·µnit. 

Company witncssH0uston testified as to-DEC's nuclear fuel procurement practices, which 
include computing near and long-tenn consumptio_n 'forecasts, establishing nuclear system 
inventory levels, projecting required· annuaJ fuel purchases, requesting propos3.ls from qualified 
suppliers, negotiating a portfolio of'long-tcnn· contracts from diverse sources of supply, and 
monitoring-deliverie_s against contract commitments. Witness Houston explained that for uranium 
concentrates as well as conversion and enrichment services, long-term contracts are used 
exten_sively in the industry to·cover forward requirements and.ensure security·ofsupply. He also 
stated that throughout the industry, the initiaJ delivery under ilew long-tenn,contracts·commonly 
occurs several yeari:·afte:r contract execution. For this·reaso·n; DEC relies extensively on long~tenn 
contracts. to cover the largest portion of ~ts forward requirements; By staggering long-tenn 
contracts·overtime for the.Se components of the nuclear fuel cycle, DEC's purchases within a given 
year consist of a bl~nd of contract prices 11egotiated at many-different periods in the markets, which 
has the effect of smoothing out the Company's exposure to price volatility. He further stated that 
diversifying fuel suppliers reduces the Company's exposure·to possi~le disruptions from any 
single source of supply. Due to the technical complexities of. changing fabrication -services 
suppliers, DEC generally sources these services to a single domestic supplier on a.plant-by-plant 
basis, using multi•.year contracts. 
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N.C. Gen. Stat.§§ 62-133.2(al)(4), (5), (6), and (7) pennil the recovery of the cost of 
no-capacity power purchases su~ject to economic dispatch or economic curtailment; capacity costs 
of power purchases associated with qualifying facilities subject to economic dispatch; certain costs 
associated with po\Yer purchases from renewable energy facilities; and the fuel costs of other 
power purchases. Company witness Phipps testified that DEP and DEC con_sider the latest 
forecasted fuel prices, transportation rates, planned maintenance and refueling outages at 
generating units, generating unit perfonnance parameters, and expected market conditions 
associated with power purchases:and off-system sales opportunities in·orderto detennine the most 
economic and reliable means of serving their respective customers. 

Based upon the fu_el procurement practices report and the .evidence in the record, the 
Commission concludes that the Company's fuel.procurement and,power purchasing practices.were 
reasonable and prudent during the. test period. The Commission also lirids that the Company 
satisfactorily complied with the obligation under the 2019 Fuel Order to evaluate historic price 
fluctuation. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 6 

The evidence supporting this finding of fact is contained.in the testimony and exhibits of 
Company witness McGee. 

According to the exhibits sponsored by Company witness McGee, the test period per book
system ·-sales were 871911,333 MWh, and test period per book system generation and purchased 
power amounted to 94,408,998 MWh (net of auxili_ary use and joint owner generation). The test 
period per book system generation and- purchased power are categorized as follows (McGee 
Exhibit 6): 

Net Generation Type 

Coal 
Natural,Gas, Oil·and Biomass 
Nuclear 
Hydro -Conventional 
Hydro Pumped Storage 
SolarDG 
Purchased Power- subject to.economic dispatch or curtailment 
Other Purchased Power 
Interchange In/Out 
Total Net Generation 

20,916,177 
15,489,537 
45,243,922 
2,427,405 
(713,520) 

142,127 
7,993,064 
2,613_,134 

297,152 
94,408,998 

The evidence presented regarding the operation and perfonnance of the Company's 
.generation facilities is discussed in,the Evidence and Concl_usions for Finding of Fact No. 4. 

No party took issue with the portions of witness McGee's exhibits setting forth per books 
system sales, ,generation by fuel type, and purchased power. Therefore, based on the evidence 
presented and noting the absence cif evidence presented to.the contrary, the Cominission concludes 
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that the per books levels of test period system sales.of 87,911,333 MWh and system gerier"ation 
and purchased power of 94,408,998 MWh are reasonable and appropriate for use in 
this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 7 

The evidence supporting this finding of fact is contained in the direct testimony and 
exhibits ofC0mpany witness Capps. 

Commission Rule R8-55(d)(l) provides that capacity factors for nuclear production 
facilities will be nonnalized based generally on the national average for nuclear production 
facilities as reflected in the most recent NERC Generating Availability Report, adjusted to reflect 
the unique, inherent characteristics of the utility's facilities and unusual events. The Company 
proposed using a 94.39% capacity factor in this proceeding based on the operational history of the 
Company's nuclear ,wiits and the number of planned ,outage days scheduled during the billirig 
period. This proposed capacity factor exceeds-the five-year .industry weighted average capacity 
factor of 91.60% for the period 2014-2018 as reported in the NERC Brochure during the period of 
2014 to 2018. 

Based upon the .requirements of .Commission Rule R8-55(d)(l), the historical and 
reasonably expected performance of the DEC system,- and -the fact that the Public Staff did not
dispute the Company's proposed capacity factor, the ·commission concludes that the 94.39% 
nuclear capacity factor, -and its associated· generation of,59,363,957 MWh, are reasonable and 
appropriate for determining the appropriate.fuel and fuel-related costs in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 8-10 

The evidence supporting these.findings of fact is contained' in the testimony and exhibits 
of Company-witness McGee. 

On Exhibit 4, Company witness McGee set forth the test-year per books North Carolina 
retail sules, adjusted for weather and ,customer growth, of 58,622,539 MWh, comprised of 
Residential class sales of 22,444,481 MWh, General Service/Lighting class. sales of 23,688,550 
MWh, and lndustrinl clnss snles of 12,489,508 MWh. 

Witness McGee used projected billing period system sales, generation, and purchased 
power to calculate the proposed prospective component of the fuel and fuel-related cost rate. The 
projected system sales level used, as set forth on Revised McGee Exhibit 2, Schedule I, is 
88,383,239 MWh. The projected level of generation and purchased power used was 93;353,096 
MWh (calculated using the 94.39% capacity factor found reasonable and appropriate above), and 
was broken down by witness McGee as follows, as set forth on that sume schedule: 
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Generation Type 

Coal 
Gas Combustion Turbine (CT) and-Combined Cycle (CC) 
Nuclear 
Hydro 
Net Pumped Storage Hydro 
Solar Distributed Generation (DG) 
Purchased Power 
Total 

MWh 

14,450,043 
24,629,409 
44,515,757 
4,305,885 

(3,219,894) 
385,094 

8,286 802 
93,353,096 

As part of her Workpaper 7, Company witness McGee also presented an estimate·ofthe 
projected billing period North Carolina retail Residential, General Service/Lighting, and Industrial 
MWh sales. The Company ·estimates billing period North Carolina retail MWh ·sales to be 
as.follows: 

N,C. Retail Customer Class 

Residential 
General Service/Lighting 
Industrial 
Total 

Projected MWh Sales 

22,067,951 
23,951,115 
12,441 023 
58,46_0,089 

These class totals were used in Revised McGee Exhibit 2, Schedule 1, in calculating the 
total fuel and fuel-related cos_t,factors·by customer class. 

Based on the evidence presented by the Company, the Public Staff's acceptance of.the 
amounts presented by the Company, and the absence of evidence presented to .the contrary, the 
Commission concludes -that' the projected North Carolina retail levels of sales set forth in the 
Company's exhibits (normalized for customer gro~ and weather), as well as the projected levels 
of generation and purchased power, are.reasonable and'appropriate for use in.this proceeding. 

EVIDENCE AND CONCLUSION FOR FINDING OF FACT NO. I I 

The evidepce supporting lhis finding of.fact is-co-ntained in the testimony and exhibits of 
Company witnesses McGee and Phipps and the affidavit of Public Staff witness Metz. 

Company witness. McGee recommended fuel and fuel-related prices and expenses, for 
purposes of determining projected system fuel expense, as follows: 

A. The coal fuel price is $27.30/MWh. 
B. The gas CT and CC fuel price is $22.87/MWh. 
C. The appropriate expense for ammonia, lime, limestone, urea, dibasic acid, 

sorbents, and catalysts corummed in reducing or treating emissions 
(collectively, Reagents) is $21,603,715. 

D. The total nuclear fuel price (including Catawba Joint Owners generation) 
is $6.04/MWh. 
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E. The total system·purchased·power cost (including,the impact of Joirit 
Dispatch Agreement (JDA) Savings Shared}is $272,892,569. 

F. Sy~tem fuel,expense·recovered through-intersystem sales ·is $21';248~787. 

These amounts are set forth onorderivC9 from Revised McGee-Exhibit 7-, Schedule. I. T~e 
total adjusted system fuel and fuel-related-expense, based in part-on the use.of these amounts, is 
utiliud··.to. calculate the prospective fuel and fuel-related cost f~ctors recommended by the 
Company and the·Public Staff. 

In his affidavit, Public Staff witness Metz stated-that, ba,sed•on upon his,review, it appears 
that the, projected fuel and reagent- costs set forth in DECs testimony, ,and the prospective 
components of the total fuel factor, have been calculated in m;:cordance with the requirements of 
N.C. Gen. Stat.§ 62-133.2. Witness Metz does however recommend to the·Commission that the 
Steam revenues included in the projected period be subject.to adjustment in future,11.lel proceedings 
depending on the final Commission decision regardil)g·the Clemson-CHP unil•in the general rate 
case pending before the Commission-at the time of this filing. 

No other party· pre_sented evidence on the level .of DEC's fuel and fuel-related prices 
and expenses. 

Based upon the evidence in the record as'to the appropriate fuel and fuel-related prices and 
expenses, the Commission concludes that the fuel and fuel-related prices. recommended by 
Company witncss,McGee.and-accepted by-the Public Staff for purposes of determining projected 
system fuel expense.are reasonable.and.appropri~te for use·in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 12 

The evidence supporting this finding of fact is contained•iffthe testimony and exhibits of 
Company witness McGee and the affidavit ofPubliC Staff.witness Metz. 

Consistent with N.C. Gen. Stat.§ 62-133.2(a2),.witness McGee testified that the-annual 
increase in the aggregate.amount of purchased-power.·costs'ui:tder the relevant sections ofN.C. 
Gen. Stat. §62:.JJ3.2(al) does-not exceed 2.5% of.DEC's total North Carolina jurisdictional gross 
revenues for 2019. 

According to Revised· McGee Exhibit 2, Schedule I, the projected fuel and fuel-related 
costs for the North Carolina retail jurisdiction fOr usdh this proceeding are $983,087,687. Public, 
Staff witness Metz did not.take issue With her calculation; 

Aside from the Company and the Public Staff, no other party· presented or elicited 
testimony contesting the Company's projected fuel and fuel-related costs for the North-Carolina 
retai_I jurisdiction. Based upon the'evide_nce,in the record and the absence of any direct testimony 
to the contrary, the Commission Concludes that the Company's prc;:ijected'total fuel and fuel-related 
cost for the North Carolina retail':juf'isdiction of$983,Q87,687 is·reasonable. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.13-17 

The evidence supporting these findings of fact'is contained in the testimony and exhibits 
of Company witness McGee and the affidavit of Public, Staff affiant Li and testimony Of 
witness Metz. 

Company witness McGee presented DEC's original fuel and fuel-related expense under
collection and prospective fuel and fuel-related cost factors. Company witness McGee's 
supplemental testimony and-revised exhibits-set.forth t11e projected fuel and fuel-related costs, the 
amount of under-collection for purposes of the EMF, the method for allocating the decrease in fuel 
and fuel-related costs, the composite fuel and fuel-related-cost factors, and the EMFs along with 
exhibits and workpapers reflecting the following adjustments: (I) correction to the Company's 
reagent and by-product projection to incorporate additional revenue associated with the sale of 
steam by-products produced from the gen_eration of electricity by the Clemson CHP unit, and 
(2) inclusion.of the overcollection balances for the update period' January 2020 - March 2020 in 
the ( over-)/undercalculatiOn. 

Public Staff affiant Li testified that the EMF riders-proposed by DEC are based on DEC's 
calculated and reported North ·Carolina retail fuel and fuel-related cost underrecoveries of 
$8,172,161, $15,770,030, and $33,198,354 for the Residential, General Service/Lighting, and 
Industrial classes, respectively. Li recommended that DEC's EMF riders for each customer class 
be based on these net fuel and fuel-re.lated cost underrecovcry amounts and on the Company's 
proposed normalized North Carolina retail sales of 22,444,481 MWh for the residential class, 
23,688,550 MWh for the general service/lighting class, and 12,489;508 MWh for the industrial 
class, as proposed by the Company. Li stated.that these amounts produce EMF increment riders 
for each North Carolina retail customer class as follows, excluding the regulatory fee: 

Residential 
General Service/Lighting 
Industrial 

0.0364 cents per kWh 
0.0666 cents per kWh 
0.2658 cents per kWh 

Company witness McGee calculated the Company's proposed fuel and fuel-related cost 
factors for which there is no specific guidance in N.C. Gen. Stat.§ 62-l-33.2(a2) using a unifonn 
bill adjustment method. She stated that DEC proposes to use the same.uniform percentage average 
bill adjustment methodology· to adjust its fuel rates to reflect a proposed increase in fuel and 
fuel-related costs as it did in its 2019 fuel ·and fuel-related cost recovery proceeding in Docket 
No. E-7,-Sub 1190. No party opposed,the use-of this allocation method. Public Staffwitncss Metz. 
recommended the approval of tJie prospective and tolal fuel ~nd fuel-related cost factors ( excli.Jding 
regulatory fee) set forth in Company witness Mcdee's second supplemental testimony and 
revised exhibits. 

Based upon the testimony and exhibits in the record, the Commission concludes that DEC's 
projected fuel and fuel-related cost of $983,087,687 for the North Carolina retail jurisdiction for 
use in: this proceeding is reasona"ble. The Commission also concludes that (I) DEC's EMFs 
proposed in this proceeding, excluding the regulatory fee and (2) DEC's prospective fuel and 
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fuel-related cost'factors proposed in this proceeding for each ofDEC's rate classes are appropriate. 
Additionally, the Commission concludes that DEC's increase in fuel and fuel-related costs from 
the amounts approved in Docket No. E-7, Sub 1190, other than- those costs allocated pursuant to 
N.C. Gen. Stat. § 62..:133.2(a2), should be. allocated between the rate classes on .a uniform 
percentage basis, using the uniform bill adjustment methodology approved by this Commission in 
DEC's past fu_el cases. 

The followiag tables swnmarize the impact of the rates approved in tli.is case and the rates approved 
in Docket No. E-7, Sub I 190{cxcluding regulatory fee). 

,- --·------ -------- ---- - - -- - - -- -- - -------
' E-7Sub 1228 

I I General Service 

, _______ - -----1- Residential ____ Lighti_ng_ Industrial r----~--
1 Description 1 cents/kWh cents/kWh cents/kWh 

!Base Fuel 1.7828 1.9163 2.0207 
iPmspe~ Coru_ponent 

-
(0.1801)_ 

- - __ (QJ580) _{_0.3555 
i--- -~ 

'EMF Cqmpynent ---·· 0.0364 0.0666 0.2658 
~Total Fu!:=1 Factor I 1.6391 1.82~9_ 1.9310 

E-7Sub 1190 

! General Service 
! Residential Lighting Industrial 

' 
Description cents/kWh cents/kWh cents/kWh 

Base Fuel 1.7828 1.9163 2.0207 
Pr6soective,comoonent 0.0298 0.0398 (0.1273 
EMF Component 0.1375 0.0927 0.2089 
Total Fuel Factor 1.9501 2.0488 2.1023 

Swnmary of Differences Sub 1228- 1.190 (excluding regu.Jatory fee): 

Change in Fuel Rates 

- -· r--- GeneralSeNice 

Residential _ --~ting_ 
!--"·--o;scrilrtkl~""'"-------' cents/kWh . cents/kWh 

:Base Fuel , 

Industrial 
~-nts/kwh • -

/Prospective Component I (0.2099) (0.1978) (0.2282) 
:EMF Cmnponent , (0.1011 l (0.0261 0.0569 
[Total_!'llel Facto~--_J_ __ (q.3110) ___ CQ-~239) ___ (00 !713) 
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EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT N0.18 

The evidence for this finding of fact is- contained in the testimony of Company witness 
McGee and'in the affidavits of Public Staffaffiant Li and witness Metz and is discussed in more 
detail in Evidence and·Conclusions for Finding of.Fact No. 5. 

The Commission has carefully revie~ed the evidence and record in this proceeding. The 
test period and projected fuel and fuel-related costs, and the proposed· factors, including the EMF, 
are not opposed by any party. Accordingly;the overall fuel and fuel-related cost cillculations, 
incorporating the conclusions reached herein, results· in net fuel ·and fuel-related cost factors of 
1.6391 cents/kWh for the Residential class, 1.8249 cents/ kWh for the,General Service/Lighting 
clas_s, and 1.9310 c;:ents/kWh for the Industrial class, excluding regulatory fee, consisting of the 
prospective fuel and fuel-related cost factors of 1.6027 c~nts/k.Wh, l.7583 cents/kWh, and 
1.6652 cents/kWh, EMF increments of 0.0364 cents/kWh, 0.0666 cents/kWh, and 
0.2658 cents/kWh, all respectively, excluding the regulatory fee. 

IT IS, THEREFORE, ORDERED: 

1. That, effective for service· rende"red on and after September 1, 2020, DEC shall 
adjust the-.base fuel and.fuel-related costs in·its North Carolina retail rates of 1.7828 cents/kWh, 
1.9163 cents/kWh, and 2:0207 -Cents/kWh for the Residential, General Service/Lighting, and 
Industrial classes, respectively as approved in Dock.e~ No. E.:.7, Sub 1146, by amounts equal to 
(0.1801) cents/kWh, (0.1580) cents/kWh, and (0.3555) cents/kWh for the Residential, General 
Sei'vice/Lighting. and lndUStrial classes, respectively, and further, that DEC shall adjust the 
resulting approved fuel and fu~l-related costs by EfyiF increments of 0,0364, cents/kWh for·the 
Residential class, 0.0666 cents/kWh for the General Service/Lighting class, and 0.2658 cents/kWh 
for the Industrial.class (excluding the regulatory fee). The EMF increments are.to·n;:main in effect 
for service rendered through August 31, 2021. 

2. That DEC shall file appropriate rate schedules and riders with the Commission in 
order to implement these approved rate adjushnents as soon as ptactiC3.ble. 

3. That DEC shall work with the Public·Staffto prepare a notice to customers ofthc 
rate changes ordered by the Commission in this docket, as well as in Docket Nos. E-7, Sub 1229 
and E-7, Sub 1231, and the Company sliall file such notice for Commission approval as soon as 
practicable, but not later than teh (I 0) days after the Commission issues orders in all three dockets. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 19th day of August, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
JaniceH. Fulmore, Deputy Clerk 
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DOCKET NO. E-7, SUB 1229 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Duke Energy Carolinas, LLC, ) 
for Approval of Renewable Energy ) ORDER APPROVING REPS AND 

REPS EMF RIDERS AND 2019 REPS 
COMPLIANCE REPORT 

and Energy Efficiency Portfolio Standard ) 
(REPS) Compliance Report and Cost Recovery ) 
Rider Pursuant to North Carolina General ) 
Statute§ 62-133.8 and Commission Rule RS-67 ) 

HEARD: 

BEFORE: 

Tuesday, June 9, 2020 at 9:33 am. in the·Commission Hearing Room 2115, Dobbs 
Building, 430 North Salisbury Street, Raleigh, North Carolina 

Tuesday, June 9, 2020, at 1:00 p.m., remotely via Webex 

Commissioner Daniel G. ·Clodtelter; Presiding; Chair Charlotte A. Mitchell; and 
Commissioners ToNola D_. Brown-Bland, Lyons Gray, Kimberly W. Dufficy, 
Jeffrey Hughes and Floyd B. McKissick, Jr. 

APPEARANCES: 

For Duke Energy,Carolinas, LLC: 

Kendrick C. Fentress, Associate General Counsel, Duke Energy Corporation, 
410 Soulh Wilmington Street, NCRH 20/P.O. Box 1551, Raleigh, North 
Carolina 27602 

Robert W. Kaylor, Law Office of Robert W. Kaylor, P.A., 353 E. SiX Forks Road, 
Suite 260, Raleigh, North Carolina 27609 

For Carolina Utility Customers Association; Inc.: 

RobertF. Page, Crisp & Page, PLLC,4010 BarrettDrive1 Suite205; Raleigh, North 
Carolina 27609 

For Carolina Industrial Group for Fair Utility Rates III: 

Warren K. Hicks, Bailey & Dixon, LLP, Post Office Box 1351, Raleigh, North 
Carolina27601 
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For North Carolina Sustainable Energy Association: 

Benjamin Smith, Regulatory Counsel, North Carolina Sustainable, Energy 
Association, 4600-Six Forks Road, Suite 300, Raleigh, North Carolina 27609 

F0r the Using and Consuming Public: 

Tim R Dodge, Staff Attorney, Gina C. Holt, Staff Attorney and Nadia L. Luhr, 
Staff Attorney, Public Staff, North Carolina Uti_lities Commission, 4326 Mail 
Service Center, Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: On February 25, 2020, Duke Energy Carolinas, LLC (DEC or 
the Company) filed its 2019 REPS Compliance-Report and application seeking an adjustment to 
its North Carolina retail rates and charges pursuant to N.C. Gen. Stat. § 62-133.S(h) and 
Commission Rule RS-67, which require the.Commission to conduct an annual.proceeding for the 
plirpose of detennining whether a rider should be established to pennit the recovery of the 
incremental costs incurred to comply with the requirements of the-Renewable Energy and Energy 
Efficiency Portfolio Standard (REPS), N.C.G.S. § 62-133.S(b), (d), (e), and (f) and to true up,any 
underrecovery or overrecovefY of compliance costs. DEC's application was accompanied by the 
testimony and,exhibits of Megan W. Jennings, Renewable Compliance Manager, and Veronica I. 
Williams, Rates aild Regulatory Strategy Manager. In its application and prefiled testimony, DEC 
sought approval ·of its proposed REPS Rider, which incorporated the Company's proposed 
adjustments to its North Carolina retail rates. 

On March 17, 2020, the Commission issued an Order Scheduling Hearing, Requiring-Filing 
of Testimony, Establishing Discovery Guidelines and Requiring Public Notice, in which the 
Commission set this matter for hearing; established deadlines for the submjssion of intervention 
petitions, intervenor testimony, and DEC rebuttal testimony; required the provision of appropriate 
public notice; and mandated compliance with certain discovery guidelines. 

The North Carolina Sustainable Energy Association (NCSEA), the ,Carolina Industrial 
Group for Fair Utility Rates III (CIGFUR), and. the Carolina Utility Customers Association, Inc. 
(CUCA) filed separate petitions to intervene in this docket, and the interventions were allowed by 
the Commission. The in_tervention,and participation_ by the Public St_aff is recognized pursuant to 
N.C.G.S. § 62-l5(d) and Commission Rule Rl-19(e). 

On May 15, 2020, DEC filed the supplemental testimony and revised exhibits of witnesses 
Jennings and Williams. 

On May 18, 2020, lhe Public Staff filed the affidavit of Michelle M. Boswell, Staff 
Accountant in the Accounting Division of the Public-Staff, and the testimony of Jay B. Lucas, 
Utilities Engineer in the Electric Division of the Public Staff. 

On May 20, 2020, DEC and the Public Staff filed a joint motion to excuse all witnesses 
from the evidentiary hearing. On June 2, 2020, the Commission granted·.the motion. 
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On May 29, 2020, the Commission issued an Order Scheduling Remote Hearings· for 
Expert Witness Testimony due to the COVID-19 pandemic. All parties subsequently filed consent 
to remote hearings. 

On June·5, 2020, and June 25, 2020, DEC filed the,required affidavits of publication for 
the public notice in accordance with-the Commission's March 17, 2020·Order. 

The matter came on for hearing by Webex. on June 9, 2020. DEC presented the testimony 
and exhibits of witnesses Jennings and Williams, and'.the Public Staff presented the affidavit and 
testimony of its witnesses Boswell and Lucas, respectively. All prefiled testimony, affidavits, and 
exhibits from the DEC and Public Staff witnesses were received.into evidence. 

On June 23,.2020, DEC filed corrected exhibits. 

On June 25, 2020, the Commission issued a notice requiring that briefs and proposed orders 
be filed by July 24, 2020. 

On July 24, 2020, DEC and the Public Staff.filed a joint proposed order. 

Based upon the foregoing, including the testimony, exhibits, and affidavits of the parties' 
witnesses, the records in the North Carolina Renewable Energy Tracking System (NC-RETS) and 
the entire record in thiS proceedi_ng, the Commission makes the following: 

FINDINGS OF FACT 

I. DEC is a duly organized limited liability company existing under _the laws of the 
State of North Carolina, is engaged in the business of developing, generating, transmitting. 
distributing. and selling electric. power to the public in North Carolina and is subject to the 
jurisdiction of the North Carolina Utilities Commission as a public utility. DEC is lawfjJlly before 
this Commission based upon its application filed pursuant to N.C.G.S. § 62-133.8 and Commission 
Rule R8-67. 

2. For calendar ·year 2019, the Company must generally supply an amount of at 
least 10% of its previous-y~ar's North Carolina (NC) retail electric sales (Total Requirement) by a 
combination of renewable energy and energy reductions due to the implementation of energy 
efficiency-measures . .Also, in 2019; energy in the amount of at least 0.20% of the previous year's 
total electric power sold by DEC to its North Carolina retail customers must be·supplied by solar 
energy resources'(Solar Set-Aside.Requirement). 

3. Beginning in 2012, N.C.G.S. § 62-133.S(e) and (f) require DEC and the other 
electric suppliers of North Carolina, in the aggregate, to procure a certain portion of their 
renewable energy requirements from electricity generated from swine and poultry waste, with the 
poultry waste requirement being based on each electric power supplier's respective pro-rata share 
derived from the ratio of its North Carolina retail sales as compared to total Statewide North 
Carolina retail sales. In its December 16, 2019 Order Modifying the Swine and Poultry Waste 
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Set-Aside Requirements and Providing Other Relief'and its February 13, 2020 Errata Order, 
(2019 Delay Orders), issued in Docket No. E-100, Sub 113, the Commission· modified the 2019 
Swine waste set-aside requirement for DEC, Duke Energy· Progress, LLC (DEP) and Dominion 
Energy North Carolina to 0.04% of prior year North Carolina.retail sales-and delayed for one year 
the scheduled increases to the requirement (Swine Waste Set-Aside Requirement). The 2019 Delay 
Orders eliminated the 2019 swine_ waste set-aside requirement for electric membership 
corporations and municipalities and delayed scheduled increases for one year. In addition, the 
2019 Delay Orders modified the 2019 Statewide poultry waste set-aside requirement to 
500,000 MWh and delayed the subsequent scheduled increases by one year (Poultry Waste 
Set-Aside-Requirement). 

4. Pursuant to N.C.G.S. § 62-133.8(c)(2)(e), DEC has agreed to provide compliance 
services, including the procurement of renewable· energy ·certificates (RECs), to the following 
electric ,power suppliers: Blue Ridge Electric Membership Corporation (EMC), the Town of 
Dallas, the ToWJ1 of Forest City, the Town of Highlands,. and Rutherford EMC (collectively the 
Wholesale Customers). • 

s~ DEC complied with the 2019 Solar Set-Aside Requirement, for itself and the 
Wholesale Customers for which DEC. provided compliance services for the 2019 compliance year, 
by submitting for retirement 124,357 RECs procured or generated from solar electric facilities and 
metered solar thermal energy facilities. DEC also compli_ed with the 2019 Poultry Waste Set-Aside 
Requirement, for itself and the Wholesale Customers for which DEC provides compliance 
services, by submitting for retirement 176,285 poultry waste RECs and 23,822 Senate Bill 886 
RECs (which count as 47,644 poultry waste RECs), for,a total of223,929 poultry waste RECs. 
The Company complied with the 2019 Swine Waste Set-Aside Requirement that applied to electric 
public utilities only, and did not apply to the Wholesale Customers, by submitting for 
retirement 23,793 swine waste RE Cs. Finally, DEC submitted for retirement ~,845,612 ·general 
requirement (General Requirement) RECs, representing the 2019 Total Requirement for DEC 
North Carolina retail and the Wholesale Customers; net-of the Solar Set-Aside Requirement, Swine 
Waste Set-Aside Requirement, and Poultry Waste Set-Aside Requirement detailed above. 

6. DEC'and·the Wholesale Customers for which DEC provided compliance services 
met their 2019 REPS obligatiohs, except: for those from which they had been relieved u·nder the 
Commission's orders in Docket.No. E-100,.Sub 113. 

7. The Company's ability to comply with its 2020 Poultry Waste Set-Aside 
Requirement is dependent on the performance of current poultry waste-to-energy contracts, several 
Of which are ramping up production iri 2020. ln·addi_tion, new poultry waste-to-energy projects are 
scheduled to come online during 2021 to-me~t future requirem~nts. 

8. DEC's ability to comply with the 2020 Swine Waste Set-Aside Requirement is 
dependent on the performance of swine waste-to-energy developers on current contracts, 
particularly achievement of projected delivery requirements and commercial operation milestones. 
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9. DEC's REC-inventory available for future use properly includes RECs generated 
from net metering customers receiving electric service under schedules other than a time-of-use 
schedule with demand rates (NMNTD customers). 

10. DEC has RECs in its inventory that were generated by its own hydroelectric (hydro) 
faciliHes that it cannot use to meet its REPS requirements because those hydro facilities are 
renewable energy facilities, but not new renewable energy facilities: DEC exchanged a portion of 
these hydro RECs for an equal number of RECs in the inventory of.the North Carolin<! Electric 
Membership Corporation (NCEMC) that are qualified to meet DEC's general compliance 
requirement. DEC executed contracts with NCEMC for the_ REC. exchanges pursuant to the 
Commission's conclusion that the exchanges are reasonable and,serve the public interest in its 
August 17, 2018 Order Approving REPS and REPS EMF Riders and 2017 REPS Compliance 
Report in Docket No. E-7, Sub 1162. 

11. The Company complied·with the Commission's August 15, 2019 Order Approving 
REPS and REPS EMF Riders and 2018 REPS Compliance Report (2019 REPS Order), directing 
the Company and Public-Staff to work together to evaluate sales prices of set-aside RECs sold by 
DEC and include the results of the evaluation and resolution of any issues in DEC's direct 
testimony in this current DEC cost recovery proceeding. In addition, the Company properly 
accounted for the amount held in abeyance from last year's REPS proceeding in this year's current 
REPS cost recovery nling. 

12. For purposes of DEC's annual rider pursuant to N.C.G.S. § 62-133.8(h), the test 
period .for this proceeding is the calendar year 2019 (Test Period). The billing period for this 
proceeding is the 12-month period beginning September I, 2020 and ending August 31, 2021 
(Billing Period). 

13. DEC's other incremental REPS compliance costs and its. Solar Rebate Program 
costs are recoverable under N.C.G.S. § 62-133.8(h)(l)(a) and N.C.G.S. § 62-133.8(h)(l)(d), 
respectively, and will be approved for this proceeding. 

14. The research activities funded by DEC during the test period are incremental costs 
reasonably and prudently incurred by DEC to furid research· that encourages the deVelopment·of 
renewable energy, energy efficiem;y, or improved air quality, and are Within the annual $1 million 
limit established pursuant to N.C.G.S. § 62-133.8(h)(I)(b). 

15. No costs associated with the implementation of DEC's Competitive Procurement 
of Renewable Energy (CPRE) Program are included for.recovery in this REPS proceedihg. DEC's 
costs- a&'iociated with proCurement of CPRE renewable energy resources and for the 
implementation of the Company's CPRE Program were submitted for recovery in its pending 
CPRE rider iri Docket No. E-7, Sub 1231. 

16. N.C.G.S. § 62-133.8(h) authorizes an electric power supplier to recover the 
"incremental costs" of compliance with the REPS requirement through an annual REPS rider. The 
"incremental costs," as defined in N.C.G.S. § 62-133.8(h)(J), include-the reasonable and prudent 
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costs of compliance with REPS "that are in excess of the electric sµpplier's avoided Costs other 
than those co~ts recovered pursuant to·N.C;G,S. § 62-13~.9. The term "avoided costs" -includes 
both avoided energy-costs and avoided capacity costs. 

17. Under Commission RuJe.R8-67(e)(2), the total costs reasonably and prudently 
incurred during the Test Period to purchase unburidled RECs constitute incremental costs. The 
projected costs to purchase such RECs during the Billing, Period constitute forecasted 
incremental costs. 

18. DEC.appropriately calculated its avoided costs,and incremental REPS,compliance 
costs for the Test Period and Billing Period, including -those avoided; and incremental costs 
specifica11y related both to the Company's Solar _Photovoltaic Distributed Generation (Solar 
PVDG) Program and to DEC's other owned solar facilities· as required by the following 
Commission orders: (1) Order Granting-·certificate of Public Convenience and Necessity with 
Conditions, issued Deceffiber 31, 2008, and its Order on Rceonsideration, issued May 8, 2009, in 
Docket No. E-7,·Sub.856; (2) Order Transferring Certificate of Public C0nvenience and Necessity, 
issued May 6, 2016, iii. Docket No. E-7, Sub .i 079; (~) Ordef Transferring Certificate of Public 
Convenience and Necessity, issued May 16; 2016, in Docket No. E-7, Sub 1098; and (4) Order 
Granting Certificate of Public C9nvenience_and Necessity (WoodleafOrder) issued June 16, 2016, 
in Docket No. E-7, Sub I IOI. (Collectively, theDEC Solar PV Orders) 

19. DEC properly complied with the -reporting conditions of the Wood leaf Order in 
this proceeding. 

20. For purposes of establishing the REPS experience modification factor (EMF)-rider 
in this proceeding, the Company's incremental costs· for the combined DEC and Wholesale 
Customer REPS compliance during the Test Period are $32.466,491, and these costs were 
reasonably and prudently incurred. The Company's 0projected incremental costs for the combined 
DEC and Wholesale Customer REPS compliance for the Billing Period are $31,994,020, DEC's 
Test.Period REPS expense undercollections were $260,340 for the residential.class and $111,738 
for the industrial class, and an overcollection of $(108,375) for the general service class. In 
addition, the Company credited to customers amounts received from REC suppliers during the 
Test Period- related to contract amendments, penalties, and other c6hditions of the supply 
agreements. Contract-related receipts credited to each customer class are $(588,889) for 
residential, $(423,261) for general service, and $(34;022) for industrial. Total net Test Period 
credits, including credits for contract-related receipts, for the residential and general service are 
$(328,549) and $(531,636), respectively. Total net Test Period cost, including an offsetting credit 
amount for contract-related receipts, is $77~716 for the industrial class. All amounts exclude the 
North Carolina-regulatory fee (regulatory fee). 

21. DEC's North Carolina retail prospective Billing Period expenses for use in this 
proceeding are $16;899,388, $12,011,561, and $919,782, for the residential, general service, and 
industrial classes, respectively, excluding the regulatory fee. 
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22. The appropriate monthly REPS EMF riders, excluding regulatory fee, to be 
(credited to) or charged to customer accounts during the upcoming Billing Period are $(0.02) for 
residential accounts, $(0.18) for general service ar;counts, and $1.37 for industrial accounts, 
excluding the·regulatory· fee. 

23. The appropriate prospective REPS riders per customer account, excluding the 
regulatory fee, to be collected' during the Billing Period are $0.80 for residential accounts, $3.99 
for general service accounts, and $16.18 for industrial accounts. 

24. The combined REPS and REPS EMF rider charges per customer account, 
excluding the regulatory fee, to be,collected each month durihg the Billing Period are·$0.78 for 
residential accounts, $3.81 for general service accounts, and $17.55 for industrial accounts. 
Including, the regulatory ·fee1 the combined monthly REPS and REPS EMF rider charges per 
customer account to be collected during the Billing Period are $0.78 for residential accounts, $3.81 
for general service accounts; and $17 .57 for industrial accounts. 

25. DEC's· REPS incrementar cosl rider, including the regulatory fee, to be charged to 
each customer account for the twelve-month Billing Period is within the annual cost. cap 
established for each class in N.C.G.S. § 62-IJJ.8(h)(4). 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.1-4 

The evidence supporting these findings of fact appears in DEC's 2019 REPS Compliance 
Report, in the direct testimony and exhibits of DEC witnesses Jennings and Wiliiams, in the 
testimony of Public Staff witness Lucas, and in the affidavit of Public Staff witness Boswell. These 
findings of fact are essentially informational, juriSdiCtional and procedural in nature and are 
not contested. 

N.C.G.S. § 62-133.B(b)(l) establishes.a REPS requirement for all electric power suppliers 
in the_ State. The statute requires each .. electrie public utility to provide a certain percentage of its 
North Carolina retail sales from· various renewable energy or energy efficiency resources, 
including the following: (a) generating electric power at a new renewable energy facility; (b} using 
a renewable energy resource to generate electric power at .a generating facility other than the 
generation of electric power from Waste heat derived from the combustion of fossil fuel; 
(c) reducing energy consumption through the implementation of energy efficiency measures; 
(d) purchasing electric power from.a neW renewable energy facility; (e) purchasing RECs from a 
new renewable energy facility; (f) using electric power that is supplied by a new renewable energy 
facility or saved due to the implementation qf an energy efficiency measure that ·exceeds the 
requirements of the REPS in any calendar year as a credit toward the requirements of the REPS in 
the following calendar year; or (g) electricity demand reduction. Each of these measures is subject 
to additional limitations and conditions. For 2019, DEC was required to meet a· total REPS 
requirement of 10% 0fits previous year's North Carolina retail-electric sales by a combination.of 
these measures. 
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N.C.G.S .. § 62-l33.8(d) requires a certain percentage of the total electric power sold to 
retail electric customers in the State, or an equivalent amount of energy, to be supplied by a 
combination of new solar electric facilities·and new metered solar thermal energy facilities. The 
percentage requirement for solar resources in 2019 is 0.20%. 

N.C.G.S. §§ 62-133.S(e) and (!) require DEC and the other North Carolina electric 
suppliers, in the aggregate, to procure a certain portion,of their renewable energy require111ents 
from electricity generated from swine and poultry waste. The swine waste energy requirement is 
based on a percentage of retail sales, similar·to the solar energy requirement. The poultry waste 
energy requirement is based on each electric power supplier's respective· pro-rata share derived 
from the-ratio ofits North Carolina retail:sales as compared to the total North Carolina retail,sales. 
Pursuant to the Commission's ·Order on Pro-Rata Allocation of Aggregate Swine .and Poultry 
Waste Set-Aside Requirements and Motion for Clarification, issued on March 31, 2010, in Docket 
No. E-100, Sub -113, DEC's share of the aggregate.Statewide set-aside requirements for energy 
from swine and poultry waste is based on the ratio of its North Carolina retail kilowatt-hour sales 
for the previous year divided by the previous year's total North Carolina retail kilowatt-hour sales. 
In its 2019 Delay Orders, the Commission modified the 2019 Swine Waste Set-AsiQ_e Requirement 
to require only the electric public utilities to comply, set the requirement at 0.04% of North 
Carolina retail sales, and delayed for one year the scheduled increases in the requirement for all 
electric power suppliers. In addition, the 2019 Delay Orders also- modified the 2019 Statewide 
Poultry Waste Set-Aside requirement to 500,000 MWh and delayed by one year the scheduled 
increases in the requirement. 

In its 2019 REPS Compliance Report, DEC stated that it provided energy resources and 
compliance rcportingservicesJor Blue Ridge EMC, theTown ofDallas,.the Town of Forest City, 
the Town of Highlands, and Rutherford EMC, as allowed by N.C.G.S. § 62-133.8(c)(2)(e). 
(Tr. vol. 2, 72-73) 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 5-8 

The evidence supporting these findings of fact appears in DEC's 2019 REPS·Compliance 
Report, in the direct testimony an~ exhibits of DEC witness Jennings, and in the testimony of 
Public Staff witness Lucas. In addition, the Commission takes judicial notice of the infonnation 
contained in NC-RETS. DEC's 2019 REPS Compliance Report was admitted into evidence as 
Jennings Exhibit No. 1. 

Witness Jennings testified that the 2019 REPS Compliance Report provided the 
infonnation required by Commission Rule R8-67(c) in the aggregate for DEC and the Wholesale 
Customers for which DEC has agreed to provide REPS compliance services. (Tr. vol. 2, 18) 

Witness Jennings further testified that, on behalf of DEC and its Wholesale Customers, the 
Company submitted for retirement 6,110,047 RECs, which includes 23,822 Senate Bill 886 
(SB 886) RECs, each of which counts .for two poultry waste and one general REC, to meet its 
Total Requirement of 6,217,691 RECs. Within thi.s total, the Company submitted for 
retirement: 124,357 RECs to meet the Solar Set-Aside Requirement; 176,_285 RECs, along with 
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23,822 SB 886 RECs (which count as 47,644 poultry waste set-aside RECs), ,to meet the Poultry 
Waste Set-As_ide Requirement of 223,929 RECs; and 23,793 RECs to 'meet the Swine Waste 
Set-Aside Requirement. (Tr. vol. 2, 19) 

Witness Jennings' testimony states that the Billing _Period for this Application covers two 
separate Compliance reporting periods with diffcrerit requirements for each Period. In 2020, the 
Company estimates,that it will be required to submit for retirement 6,126,401 RECs to meet its 
Total Requirement. Within this,total, the,Company expects to be·required to retire'the following: 
122,532 solar RECs, 42,888 swine waste RECs, and 313,499·pou)try waste RECs to meet the 
requirements set out in N.C.G.S. §§ 62-133.8(d), (e), and (I), respectively. In 2021, the Company 
estimates that it will be required to submit for retirement 7,563,137 RECS to meet its Total 
Requirement. Within this total, the Company expects to be required to retire thefollowing: 122,064 
solar RECs, 42; 725 swine waste RECs, and 403,068 poultry waste RECs, to meet the requirements 
set out in N.C.G.S. §§ 62-133.8(d), (e), and (I), respectively. (Tr. vol. 2, 19) 

Witness Jennings testified that DEC met its 2019 Solar Set-Aside Requirement by 
procuring and producing 124,357 solar RECs and that,_ pursuant to the NC-RETS Operating 
Procedures,,the Company submitted these RECs for retirement by transferring.these R.ECs from 
the Duke Energy Electric PoWer Supplier Account to the Duke Energy Compliance Sub-Account 
and the Sub-Accounts ofits Wholesale Customers. (Tr. vol. 2, 25) 

Witness Jennings testified that DEC met the modified 2019 Poultry Waste Set-Aside 
Requirement of 223,929 RECs. Pursuant to NC-RETS Operating Procedures, the Company 
submitted for retirement 176,285 poultry RECs and 23,822 ·sa 886 RECs (whic_h: count as 
47,644 poultry .waste RECs). Accordingly, the equivcilent. of 223;929 RECs were submitted for 
retirement by transferring them from the Duke Energy Electric Power Supplier Account to the 
Duke Energy Compliance Sub-Account and the Sub-Accounts of its Wholesale Customers. 
(Tr. vol. 2, 27) 

Witness Jennings testified that DEC met the modified 2019 Swine Waste Set;.Aside 
Requirement 0f23;793·swine waste RECs'. The modified 2019 requirement was applicable to DEC 
only, not the Wholesale Customers .. Pursuant to NC-RETS Operating Procedures, the Company 
submitted these RECs for retirement by transferring these RECs from the Duke Energy Electric 
Power Supplier Account to the Duke Energy Compliance Sub-Account. (Tr. vol. 2, 29) 

Witness Jennings further testified that the Company complied with its General 
Requirement for 2019 by submitting 5,845,612 R.ECs, pursuant to NC-RETS Operating 
Procedures. The RECs were transferred from the NC-RETS Duke Energy Electric Power.Suppl_ier 
account to the Duke· Energy Compliance Sub-Account and the· Sub-Accounts of the Wholesale 
Customers. (Tr. vol. 2, 20) 

Witness Jennings testified that future compliance with both the Poultry Waste Set-Aside 
Requirement and the Swine Waste Set-Aside Requirement is dependent on the performance of 
energy developers on current contracts and new waste-to-energy projects .scheduled to come 
online. She further testified that production assoeiat~d with several poultry waste contracts is 
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anticipated to ramp up during 2020, and four new poultry waste-to-energy facilities are currently 
scheduled to come online in 2021, two of which ate gas injection facilities. (Tr. vol. 2, 27-28) 

Regarding expected compliance with future Swine Waste Set-Aside requirements, witness 
Jennings reported that current- swine ·waste-to-energy facilities have encountered numerous 
difficulties in achieving full contractual REC output, but the Company has continued to engage in 
a variety of actions to procure or develop swine waste-to-energy resources to meet its future 
requirements, including: negotiations .for "in-state and out-of-state supplies; working.extensively 
with potential suppliers to overcome production risks, or amend contracts to accommodate 
changing circumstances, or both; and pursuing new biomass and biogas swine resource options; 
among other efforts. (Tr. vnl. 2, 29-31) 

Public Staff witness Lucas recommended that the _Commission approve DEC's 2019 REPS 
Compliance Report. (Tr. vol. 2, 94) Specifically, he testified that for 2019 compliance, DEC 
needed to obtain a sufficien_t number of RECs and energy efficiency certificates (EECs) derived 
from any eligible sources so that the total equaled 10% of the 2018 North Carolina retail electricity 
saJes of itself and the Wholesale Customers: Witness Lucas additionally·stated that DEC needed 
to pursue retirement of sufficient solar RECs to match,0.20% of retail sales in 2018 for itself and 
the Wholesale Customers. In addition, the 2019 Delay Orders modified the requirements for swine 
and poultry energy established in N.C.G.S. § 62-133.8(e) and (f), requiring retirement of a quantity 
of swine waste-derived- RECs equaJ to 0:04% of 2018 DEC retail sales, and, retirement of an 
amount of.poultry waste-derived R..I;:Cs matching the pro-rata share of the 500,000 MWh (or the 
thennal ·equivalent) Statewide requirement allocated to .DEC and the Wholesale, Customers. 
(Tr. vnl. 2, 93-94) 

No party disputed that DEC had fully complied with-the applicable REPS requirements or 
argued that DEC's 2019 REPS Compliance Report should not be approved. 

Based on the evidence presented and the entire record herein; the Commission finds and 
concludes that DEC and the five Wholesale Customers for which it is providing REPS compliance 
services have fully complied with the REPS requirements for 2019, as niodified by the 
Commission's 2019 Delay Orders, and that DEC's 2019 REPS Compliance Report should be 
approved. The Commission further concludes that the RECs and EECs in the related NC-RETS 
compliance sub-accounts should be pennanently retired. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9-10 

The evidence supporting these findings of fact is found in the testimony of DEC.witness 
Jennings. In.addition, the Commission takes judicial notice of its 2019 REPS Order. 

Witness Jennings explained that under the current Net Metering for Renewable Energy 
Facilities Rider offered by DEC (Rider NM), a customer receiving electric service under a schedule 
other than· a time-of-use schedule with demand ra~es ;,hall provide any RECs to DEC at no cost. 
She further stated the Company perfonned site visits and complied with the other measurement, 
verification, a:nd reporting requirements set out by the Commission in its June 5, 2018 Order 
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Approving Rider and GrantingWaiver Request'in Docket Nos. E,2, Sub 1106 and E0 7,Sub 1113, 
ahd the RECs associated .with lhese,net metering-facilities·are,clirre1Jtly in DEC's REC inventory 
~d available.for use in meeting.future compliance•requirements. (Tr. vol. 2, 21-24) No,party to 
lhis proceeding contested this finding of fact. 

Witness Jennings.testified that DEC has hydro RECs in its inventory that itcannotuse for 
its own REPS compliance eff9rts because ,they were generated by specific hydro ·generating 
facilities owned by the Company. In its Order Accepting Registration of Renewable. Energy 
Facilities, Docket" No. E-7, Subs 886, 887, 888, 900, 903, and 904, issued July 31,.2009 
(July 31, 2009· Order), and its-Order Accepting Registration of Renewable Energy Faciljties, 
Docket,No. E-"7,.Subs 942,943,945 and 946; issued December 9, 2010, ·the Commission accepted 
the. registration,,of'these Specific hydro facilities as renew_able energy Taciliiies, but not as· new 
renewable energy facilities. The Commission so,concJuded because these utility-owned facilities 
did not meet the delivery requirement ofN.C.G.S. § 62-133:8(a)(5)(c), which requires the delivery 
of electric power t_0 an elec_tri_c power supplier,.silCh as. DEC, by .an entity other·~han the·elecfric 
power supplier itself,to qualify as a new renewable _energy.- facility. (Tr. vol. 2, 34-35} In each·of 
its preVioUs two REPS cost recov_ery proceedings in Docket.No; E-7, Subs fl62 and 1191, the 
Company proposed exchanging a portion of these hydroelectric RECs for RECs within the 
inventory of the North Carolina Electric Membership Corporation (NCEMC). The exchanges were 
at no cost to either party and· resulted :in pEC acquiring ~Cs it could use to fneet its 'General 
Requirement,- and in.NCEMC obtaining an equal, number ofRECs it could use to meet its REPS 
compliance requirements. ·Ill its August 17,.2018·Order·ApproVing REPS-and REPS.EMF Riders 
and 2017 REPS Compliance Report, the· Commission, concluded the proposed transfer was 
reasonable and Served the public interest. In its 2019 REPS Order, the,C6mmission concluded the 
RECs acquired by DEC in·exchange for its own hydroeh;:ctric RECs were pf9perly included in.the 
Company's inventory ofRECs available for future use. Witness Jennings·stated the Company has 
again execu_ted'contracts with NCEMC exchanging a portion·ofthese hydroel_eCtric:RECs for an 
equal number ofGenf:ralRequirement RECs in NCEMC's inventory,that DEC can use for REPS 
compliance. (fr. vol. 2, 35-36) 

Based on the foregoing, the Commission finds and concludes that the RECs.generated by 
the-net m~tering facilit~es.as described· ab_ove, and the RECs acquired in exchange for its o~ 
hydroelectric RECs, are properly included in DECs inventory ofRECs available.for future REPS 
compliahce use. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. I I 

The evidence supporting this finding of fact is found in the direct testimony and 
supp!t;mental testimony of DEC witness Jennings, the supplemental testimony of DEC witness 
Williams, the testimony-of Public Staff witness Jay Llicas, and the affidavit of Public Staff witness 
Michelle-Boswell; 

Witness Jennings' direct testinionY noted the Commission's requirement,iil.,its 2019 REPS 
Order that the.Company and the Public Staff work. together~ evaluate S?les prices of set-aside 
RECs sold by DEC: Witness Jennings noted that the Commission directed the Company to include 
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ilie results of the evaluation, and any reso1ution of issues, in' its direct testimony in· this current 
DEC Cost recovery proceeding; .She described the five REC sales price considerations, to be 
addressed, as recommended by the Public Staff in Docket No. E-7;Sub 1191, and accepted by the 
Commission in its 2019 REPS Order as-the follows: 

(1) overhead costs associated with Obtaining the REC and subsequent sale of the 
REC; 

(2) an·amounno rriitigate the interest DEC may pay ratepayers on any REPS.EMF 
overcollection that results from the sale of set-aside RECs; 

(3) an amount ·10 ensure that PEC's customers do not bear any risk ,of REC 
contracts not materializing or resulting -in lower quantities of RECs 
being generated; 

(4) an amount to -provide a· price signal to other electric power suppliers to 
encourage. them to continue to ·participate in the development of swine-.and 
poultry waste-to-energy resourecs.without relying solely on DEC-to provide the 
needed set-aside·RECs; and 

(5) an amount to encourage DEC to sell RECs, when available, to other. North 
Carolina electric power-suppliers for tl!e purpose of assisting with their
compliance with the REPS,requirements. (Tr. vol. 2, 32-33) 

Witness. JeMings testified that the Company subrriitled the following proposals to the 
Public-Staff. When sellirig set-aside RECs to othf:!r"'electriC·suj)pliers, the sales price of these REC:s, 
will be detennined by taking_a weighted average price·ofall contracts in the:coJ!tbined portfolio 
of0EC and DEP that were executed for-compliance with the respective set-aside for whiCh RECs 
are being sold, followi!lg the same practice the Company-has used for past REC sales. In addition 
to this weighted average.price, the Company proposed two adders-to address:items (I) through·(4). 
To address item (2), the Company proposed an adder in an amount tO mitigate the-interest DEC is 
required to pay customers on any REPS EMF overcoJlectio_n that includes the proceeds, from the 
sale of set-aside RECs. This adder' would be retained by the Company to mitfgate interest paid- to 
customers in the event of an overcollection for the EMF period, W1rl°-.Would be credited in full to 
customers in the.REPS rider.cak:ulation if the Company did not overcollect during the EMF period. 
The second adder would be charged to REC buyers to address items (1), (3), and (4) and would be 
credited to customers in the relevant REPS EMF rider calculation. Regarding item (5), the 
Company proposed no specific adder Jo create an incentive t6 sell RECs .. (Tr. vol. 2, 33-34) 

In her supplemental testiinony, ·witness ,JeMings explained that the Company and the 
Public Staff continued to wo_d:: togeth"er to evaluate set-:-aside REC sali;s prices ,after her direct 
testimony was filed. Witness Jennings stated·-that the CompW1y and.the Public Staff had come to 
an agreement On a proposed REC sales price calculatiori that Will be-used wheri DEC-or DEP sell 
animal waste RECs to other electric suppliers to help those suppliers comply with 
N,C.G.S. §§ 62-133.S(e) and (I). She explained that the Public Staff recommended calculating the 
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weighted average-price of RE Cs from only those contracted facilities that were operational in the 
combined portfolio, rather than all executed i;:ontracts. In addition, the Public St;,tfTrecommended 
a revision to the sales price adder proposed by the Company to mitigate the interest DEC is 
required to pay customers on any REPS EMF ovcrcollection that includes the proceeds from the 
sale of set-aside RECs. The Public· Staff proposed a reduction to the overcollection interest 
mitigation factor equal to. the Company's prior-year short-tenn borrowing rate, to recognize the 
v·,i1ue received by DEC from holding the sales proceeds pen_ding.crediting them to customers. The 
Company agreed with both recommendations of the.Public Staff. (Tr. vol. 2, 55-57) 

Public Staff witness Lucas testified that DEC had periOdically sold set-aside RECs to other 
electric power suppliers to assist with their REPS compliance, and described the method 
previously used by the Company to detenninc the sales prices of the RECs sold. He further 
explained, as discussed in DEC witness Jennings• supplementaJ testimony, that the Public Staff 
reached an agreement with DEC on a revision to DEC's originally proposed sales price component, 
which would result in the Company calculating the price based on a weighted average. of REC 
prices from all contracted and operational facilities in.DEC and DEP's combined portfolio for each 
respective set-aside REC type. (Tr. vol. 2, 97-99) 

In her affidavit, Public SlafT witness Boswell confirmed efforts by the Company and the 
Public StafT to work together to evaluate the sales prices of set-aside RECs, as directed by the 
Commission-in its·2019 REPS Order. She stated the Public Staff and the Company agreed on the 
proposed method to calculate the sales price as reflected in the.supplement.al testimony of DEC 
witness Jennings, and the supplcmenlal testimony of DEC witness Williams. Witness Boswell 
stated that based on her review of the sales price calculation, revised as discussed abo•ie, she 
believes the proposed calculation (a) appropriately aceOunts for and·balances the costs associated 
with the sales, and (b) addresses concerns raised by the Public ·staff in the 2019 REPS proceeding 
in Docket No. E-7, Sub 1191. Public Slaff witness Boswell further recommended· the calculation 
be.reviewed on an annual basis to verify it is working as designed. (Tr. vol. 2, 105-106) 

In_ her supplemental testimony; Company witness Williams addressed the amount related 
to set-aside RECs sold that was held in abeyance from the prior year REPS cost recovery 
proceeding, in accordance with· the 2019 REPS Order. She stated that the amount held in abeyance 
is not included in the calculation of REPS compliance costs used to compute the REPS riders in 
the current docket. This ratemaking treatment is consistent with DEC's proposed method of 
calculating REC sales prices as described in DEC witness Jennings' direct and supplemental 
testimony, and was agreed upon by the Company and the Public Staff. (Tr. vol. 2, 88-90) In her 
affidavit, Public Staff Witness Boswell staterl that she reviewed the Company's proposal regarding 
REC sales prices, and recommended the Commission approve the Company's proposal to exclude 
the amount held in abeyance in the 2019 REPS cost recovery proceeding from the rider 
calculations in the current cost recovery proceeding. (Tr. vol. 20 106) 

Based on the foregoing, the Commission finds and concludes the Company properly 
complied With the Commission's 2019 REPS Order with respect to working with the-Public Staff 
to evaluate set-aside REC sales prices, including specifically addressing the Public Staffs five 
recommended considerations enwnerated above, and including the results of the evaluation, and 
any resolution of issues, in its direct testimony in this current DEC cost recovery proceeding. The 
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Company will ca1culate sales prices for any animal waste RECs sold to assist other electric power 
suppliers comply with N.C.G.S. §§ 62-133.S(e) and (l) in accordance with the method agreed upon 
with the Public Staff, as described above, and the.calculation \Viii be reviewed on an annual basis 
as applicable REC sales. occur. In addition, DEC's ratemaking treatment of the amount held in 
abeyance from the prior year REPS cost recovery in the 2019 REPS proceeding in Docket NO. E-7, 
Sub 1191 is appropriate and final. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO.12 

The evidence supporting this finding is procedural in nature, found in the testimony and 
exhibits of DEC witness Williams, the testimony-of Public Staff witness Lucas, and affidavit of 
Public Staff witness Boswell, and is not contested by any party. 

Commission Rule R8-67(e)(3) provides that the test period for REPS rider proceedings 
shall be the same•as•that used by the utility \nits fuel charge adjustment proceedings, which is 
specified0in Commission Rule R8:-55(c) for DEC to be the 1-2 months ending December 31 of each 
year. Company witness Williams testified that the Test Period or EMF period used for this 
proceeding was.the twelve months beginning on January·t, 2019 and·ending December 31,,2019. 
(Tr. vol. 2, 60) Commission Rule R8-67(e)(5) provides that "the REPS EMF rider will reflect the 
difference between reasonable and prudently incurred incremental costs arid the revenues that were 
actually realiz.ed during the test period under the REPS rider then in effect." Witness Williams 
further stated that the rider includes the REPS EMF component to recover the difference between 
the compliance costs incurred and revenues realized during the Test Period. (Tr. vol. 2, 62)·Witness 
Williams also testified that the Billing Period for the REPS rider requested in the Company's 
application is the twelve months·beginning on September 1, 2019 and ending on August 31, 2020. 
(Tr. vol. 2, 60) Witness Williams stated that, in addition to an EMF component, ,the current 
proposed rider includes a compo!]ent to recover the costs e_xpected to be incurred for the Billing 
Period. (Tr. vol. 2, 62) The Test Period and the Billing Period proposed by DEC were not 
challenged by any party. 

Based on the foregoing, the Commission concludes that, consistent with Commission 
Rule R8-67(e)(3), the Test Period for this proceeding is the twelve months from January I, 2019 
through December 31, 2019. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.13-14 

The evidence for these findings of fact can be found in the testimony and exhibits of DEC 
witnesses Jennings and Williams, the testimony of Public Staff witness Lucas, and the affidavit of 
Public Staff witness Boswell. 

Witness Jennings sponsored Confidential Revised Jennings Exhibit Nos. 2 and 3 to her 
testimony, when:iin she identified the renewable energy and REC costs, as: well as "Other 
Incremental," "Solar Rebate Program," and "Research" costs that the Company has incurred or 
projects to incur in association with REPS compliance. With respect to research costs, Confidential 
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Revised Williams Exhibit No. I shows that the research costs are under the $1 million per year 
cap established in N.C.G.S. § 62-133.S(h)(l)(b). 

Consistent with the Commission's orders in prior REPS proceedings, witness Jennings 
provided testimony and e~hibits on the results and status· of various studies, the costs of which 
DEC is including for recovery as research in its incremental REPS cost for the 2019 Test Period. 
(Tr. vol. 2, 42-5 l) In his testimony, witness Luc;as discussed, the research costs submitted· by 
the Company and·stated the costs were within the $1,000,000 maximum annual limit allowed, and 
met the definition of costs qualified to be incurred for research as defined by 
N.C.G.S. § 62-133.S(h)(l)(b). (Tr. vol. 2, 94-95) 

Witness Jennings describes in her testimony "Other Incremental" costs of REPS 
compliance as including labor costs-associated with REPS compliance activities and non-labor 
costs associated with administration of REPS compliance. Among the non-labor costs associated 
with REPS compliance are the Company's subscription to NC-RETS, and accounting and tracking 
·tools related to RECs, reduced by agreed-upon liquidated damages paid by·scllers for fail_ure to 
meet contractual milestones, and amounts paid for administrative contractual amendments 
requested by sellers. (Tr. vol. 2, 37) 

Witness Jennings also testified that, pursuant to N.C.G.S. § 62-155(1), DEC developed a 
Solar Rebate Program, and she·disCusscs the processes in place to-pay rebates, and the resulting 
effect on the payments made each year. (Tr. vol. 2, 37-39) She further testified that the incremental 
costs incurred to "provide-incentives to customers, including program costs, incurred pursuant to 
N.C.G.S. § 62-155(1)" are allowed to be recovered under N.C.G.S. § 62-133.S(h). Therefore, she 
testified that DEC has included for recovery in this. filing costs incurred during the EMF period, 
and projected to be incurred iri. the Billing Period, related to the implementation of the Solar Rebate 
Program. These costs include the annual amortization of incentives paid,to customers and program 
administration costs, which include labor, infonnation technology and marketing costs. 
(Tr. vol. 2, 39-40) Other Incremental and Solar Rebate Program costs included for recovery in the 
REPS EMF.and.REPS riders in this proceeding were not contested by any party. 

The Commission concludes that the research activities funded by DEC during the Test 
Period are renewable research costs recoverable under N.C.G.S. § 62-133.S(h)(l)(b), and that such 
research costs included in the Test Period are within the $1 million-annual limit provided in that 
statute. The Commission further concludes that the Company has complied with the prior 
Commission orders requiring filing results Of such research studies. In addition, the Commission 
finds that the research'infonnation DEC provided is helpful. Therefore, the Commission finds that 
DEC should continue to file this infonnation with future REPS compliance reports and to provide 
procedures for third parties to access the results of studies that are subject to confidentiality 
agreements. For research projects sponsored by Electric Power Research Institute, DEC should 
provide the overall· program number and ,specific project number .for-each project, as well as an 
intemet·address or mailing-address that will enable third parties to inquire about the tenns and 
conditions for access to any portions of the study results that-are proprietary. 
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The Commission also concludes the costs identified as Other Incremental-and Solar Rebate 
Program are properly recoverable in the REPS EMF and REPS riders calculated in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. IS 

The evidence for this finding of fact is found in °the testimony of DEC witness Jennings 
and in the testimony of Public Staff witness Lucas. 

In her direct-testimony, DEC witness Jennings describes-how the CPRE Program will affect 
DEC's future compliance- with its General Requirement, and how the program is reflected in 
compliance planning. She states that because the Comp~y will use the RECs acquired through 
the CPRE Program for REPS compliance, CPRE Program implementation costs could be 
recovered through the REPS rider. She also notes, however, that the Company has elected to 
recover reasonable and prudently. incurred costs incurred'to implement the CPRE ·Program through 
the CPRE rider in Docket No. E-7, Sub 1231, as·contemplated under Commission Rule RS-710). 
(Tr. vol. 2, 24-25) 

In his testimony, witness Lucas confirms DEC is not requesting recovery ofCPRE Program 
costs in this current REPS proceeding, and that he generally does not agree with the recovery of 
any CPRE costs in a REPS _rider. He does agree, however, that-it is,difficulf to definitively make 
such a conclusion before the Commission fully considers CPRE costs in CPRE Program Rider 
filings o_rother proceedings. HeSurther cites comments·filedjointly by DEC and DEP in Docket 
No. E-100, Sub 150 specifically addressing cost recovery of bundled CPRE Program RECs 
through the CPRE'Program rider mechanism and reflecting CPRE Program generated RECs used 
for REPS -compliance at zero cost in REPS proceedings. Witness Lucas con.finned the Public 
Staff's .position that it is appropriate to recover CPRE. Program implementation costs in a 
CPRE Program Rider filing pursuant to Rule R8-71U). (Tr. vol. 2, 95-97) 

The Commission concludes that the matter- of the inclusion of any CPRE Program 
implementation costs in the REPS rider is more appropriately considered ·in the current 
CPRE Program cost recovery proceeding currently in process in Docket No. E-7, Sub 1231. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.16-18 

The evidence for these findin~ of fact 'is found in DEC's Application and in the testimony 
and exhibits of DEC witnesses Jennings and WillianJs, the testimony of Public Staffwitnes_s Lucas, 
and the affidavit of Public Staff witness Boswell. 

N.C.G.S. § 62-133.8(h)(4) requires the·Commissionto allow an electric power supplier to 
recover all of its incremental costs incurred.to comply with N.C.G.S. §·62-133.8 though an annual 
rider. N.C.G.S. § 62-133.S(h)(I) provides that "incremental cOsts" means all reasonable -and 
prudent costs incurred by an electric power supplier to·comply with the-REPS requirements that 
are in excess of the eleclric power ·supplier's avoided costs other than those costs recovered 
pursuant to N.C.G.S. § .62-133.9. The tenn "avoided costs" includes bo~h avoided -energy and 
avoided capacity costs; Commission Rule R8-67(e)(2) provides that·the "cost of an unbundled 

624 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

renewable energy certificate to the extent that it is reasonable and prudently incurred is an 
incremental cost and has no avoided cost component." 

DEC witness Williams testified regarding the calculation of DEC's various incremental 
costs of compliance with REPS requirements, based on detailed incurred and projected costs 
provided by witness-Jennings. (Tr. vol. 2, 62-64) Witness Williams also described in detail the 
methods used by the Company to determine the appropriate avoided cost to apply to 
REPS compliance purchased power agreements, the Company's Solar PVDG Program, and its 
newer utility-owned solar facilities, in order to calculate the incremental costs for recovery through 
the.REPS rider. She testified that the Company limited cost recovery·in this proceeding for its four 
newer solar facilities as required by the Commission in its DEC Solar PV Orders. 
(Tr. vol. 2,-64-65) Confidential Revised Williams Exhibit No; I, page 1, identified total 
incrementa.1 costs incurred during lhe. Test Period for DEC North Carolina retail and the Wholesale 
Customers as $32,466,491, and Confidentfal Williams Exhibit No. I, page 2, showed estimated 
incremental costs for the Billing Period as $31,994,020. 

In her affidavit, Public Staff witness Boswell described the Public Staffs investigation 
and review of the Company's filing, including its evaluation of DEC's per books incremental costs 
and revenues, as well as the annual revenue cap for REPS requirements for the Test Period. 
(Tr. vol. 2, 105) Based on her review of costs submitted Tor. recovery, witness Boswell 
recommended approval of DEC's proposed monthly and annual REPS EMF decrement riders for 
the residential and general service customer classes, and DEC's proposed EMF increment rider for 
the industrial customer class, as.filed with its supplemental testimony. (Tr. vol. 2, 106-107) As 
described by witness Boswell, the items included irl the. Company's Supplemental testimony and 
exhibits th3t affected the EMF riders proposed were:'(t) correction ofan error in the incremental 
costs in the EMF period; (2) correction ofan error in the.calculation.of the Solar Rebate Program 
amortization cost; and (3) an update to the percentage of energy efficiency RECs supplied by class. 
(Tr. vol. 2, 104) In his testimony, witness Lucas stated that.the Public Staff agreed with the rates 
in the supplemental testimony filed by DEC witness Williams on May 15, 2020, and recommended 
approval of the Billing and EMF components of the total REPS rate as -filed' therein. 
(Tr. vol. 2, 100) 

Based on the foregoing, the Commission concludes,that the correct incremental costs for 
the adjusted EMF period of January 1, 2019 through December 31', 2019 are $32,466,49 I. The 
Commission further concludes the estimated incremental costs for the Billing Period are 
$31,994,020. 

EVIDENCE AND CONCLUSIONS FOR·FINDING OF FACT NO. 19 

The evidence supporting this finding of fact is found in the testimony of DEC 
witness Williams. 

Witness Williams testified that in its Jurle 16, 2016 Ord~r Granting Certificate of Public 
Convenience and Necessity (Woodleaf Order) for the Company's Woodleaf solar facility in 
Docket No. E-7~ Sub. I 101, ihe Commission included two conditions related to cost recovery that 
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are relevant to this proceeding. First, the Company agreed to the condition limiting the cost 
recovery amount in its annual REPS rider·filing to the standard offer REC price that DEC was 
offering to new renewable energy facilities at the time of execution of the Woodleaf construction 
contract. The second condition relates to DEC'.s ability to rea1ize certain tax·benefits included in 
the Company's revenue requirements analysis for facility as presented during the WoodleafCPCN 
proceeding. The condition provides that, in the appropriate REPS rider and general rate ·case 
proceedings, DEC will separately itemize the actual monetization of the tax benefits listed in the 
Commission's order within its calculation,of the levelized revenue requirement per MWh for each 
facility, so that it may be compared-with the monetization of such -tax benefits included in the 
Company's revenue requirement analysis of each facility presented during-the CPCN proceedings. 
To the extent the Company fails to fully real~ze the tax benefits it originally assumed in its 
estimated revenue requirements, costs·associated with the increased revenue requirements (with-a 
limited exception) will be presumed to be imprudent,lll]d unreasonably incurred. The condition 
further provides that DEC may rebut this presumption with evidence supporting the reasonableness 
and prudence of its actual moneti7.ation of the lax credits. (Tr. vol. 2, 65-66) 

Witness Williams testified the Company's Woodleafsolar facility was placed in service in 
December 2018, and recovery of costs for the facility have been requested in the-pending DEC 
general rate case,. Docket No. E-7, Sub 1214. She further stated the Company had updated its 
revenue r~quirement calculation in this current REPS rider pr9ceeding, including its current 
estimates regarding the realization of.the tax benefits enwnerated in the Woodleaf Order. She 
described the· results of the Company's analysiS of-the updated tax monetization estim~tes and 
other relevant inputs, and indicated the resulting calculated annual revenue requirement was below 
the original CPCN estimate. With respect to the condition restricting Woodleafcost recovery in 
the annual REPS rider,,witness Williams testified that the Company limited the amount included 
for·recovery in the ridcr·proposed in this',REPS proceeding'to the percentage of annual Ievelizcd 
·cost equivalent to the standard offer REC price established. in the Woodleaf CPCN proceeding. 
(Tr. vol. 2, 67-70) 

Based on the foregoing, ·the Commission concludes DEC properly complied in this 
proceeding with the reporting and COst recovery conditions of the WoodleafOrder. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 20-25 

The evidence supporting these findings of fact appears in DEC's Application, in the 
testimony and exhibits of DEC witnesses Jennings and Williams, the testimony of Public Staff 
witness Lucas, and the affidavit of Public Staff witness Boswell. 

Revised Williams Exhibit No. 2, Page 3 shows EMF Period _undercollections of $260,340 
for the residential class and $ I 11,738 for the 'industrial class, and an EMF overcollection' including 
interest of $(108,375) for the general service· class. Revised Williams Exhibit 'No. 4 shows 
additional credits for- contract receipts by customer class of $(588,889) for residential, $(423,261) 
for general service, and $(34,022) for industrial~ The total EMF period overcollections including 
interest and contract-related credits, by customer. class, are $(328,549) for residential and 
$(531,636) for genera1 service. The EMF period undercollection net of contract-related credits is 
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$77,716 for the industrial class. As reflected on Revised Williams Exhibit No. 4, witness Williams 
calculated monthly per-account REPS EMF credits (excluding 'regulatory fee) of $(0.02) for 
residential accounts and $(0.18). for general service accounts, and-a monthly per-account REPS 
EMF charge (excluding regulatory fee) of$1.37 for industrial accounts. Also, on Revised Williams 
Exhibit No. 4, she calculated the projected REPS costs for the Billing Period of$16,899,388 for 
the residential class, $12,011,561 for the gencraJ service class, and $919,782 for the industrial 
,class. Revised Williams Exhibit No. 4 shows that the proposed monthly prospective REPS 
riders per ,customer account, excluding the regulatory fee, to be collected dllring the Billing 
Period-are $0:80 for residential accounts~ $3.99 for generaJ service accounts, and $16.18 for 
industrial accounts. 

The combined monthly REPS and REPS EMF rider charges per customer account, 
excluding regulatory fee, to be collected during the Billing Period are $0.78 for residential 
accounts, $3 .81 for gerieraJ service accounts, and _$17.55 for industrial accounts. Including the 
regulatory fee, the combined monthly REPS and REPS EMF rider charges· per customer account 
to be collected during the Billing Period are $0.78 for residential accounts, $3.81 for generaJ 
service accounts, and $17.57 for industrial accounts. Witness Williams testified, that the 
Company's REPS· incremental cost rider to be charged to each customer account for the 
twelve-month' Billing Period is within the annual cost cap established for each customer class in 
N.C.G.S. § 62-133.8(h)(4). 

Public Staff witness Boswell stated in her affidavit that as a·result of its· investigation, the 
Public Staff is recommending annual REPS EMF increment or (decrement) riders of $(0.19), 
$(2.12), and $16.41, per customer account for DEC's residential; general service,,an~ industrial 
customers, respectively, excluding the North Carolina·regulatory fee. Excluding regulatory fee, 
the corresponding monthly REPS EMF decrement rider amounts arc $(0.02) and $(0.1_ 8) for 
residential and general-service customers, respectively, and a monthly REPS EMF increment rider 
of$1.37 for industrial customers. (Tr. vol. 2, 106-107) 

Public. Staff witness -Lucas. recommended the Company's proposed prospective monthly 
REPS rider amounts per customer account, excluding regulatory fee, of $0.80 for residential 
accounts, $3.99 for general service accounts, and $16.18 for industrial accounts be approved. 
Combined with the monthly EMF rider amounts recommended by witness Boswell, witness Lucas 
recommended approval of ·the following total monthly REPS charge per customer account, 
excluding regulatory fee: $0.78 for residential accounts, $3.81 for general service accounts, and 
$17.55 for industrial accounts. (Tr. vol. 2, 100) 

The Commission concludes that DEC's calculations of its REPS and REPS EMF riders are 
reasonable and appropriate. Accordingly, the Commission finds that the Company's ,test period 
REPS costs and associated- monthly REPS EMF riders; as well as th~ projected Billing Period 
REPS costs and the corresponding monthly REPS riders, as set out on Revised Williams Exhibit 
No. 4, are appropriate. Finally, the Commission finds that these amounts are below the respective 
annual per-account cost caps as established in N.C.G.S. § 62° 133.8(h)(4). 
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IT IS, TIIBREPORE, ORDERED as follows: 

1. That DEC shall establish a REPS rider as described herein, in the amounts approved 
herein, and that this rider shall remain in effect for a 12-month period beginning on September I, 
2020 and expiring on August 3 I, 2021; 

2. That DEC sha11 establish an EMF rider as described herein, in the amounts 
approved herein, .and that this rider stfall remain in effect for a 12-month period beginning on 
Septemper 1, 2020 and expiring on August 31, 2021; 

3. That DEC shall file the appropriate rate schedules and riders.with the Commission 
in order to implement the provisions of.this Order as soon as practicable, but not later than ten 
days·after the d8te that the Commission issues orders in this docket as well as in Docket Nos. E-7, 
Sub 1228 andE-7, Sub 1231; 

4. That DEC shall work With the Public Staff to prepare a joint notice to customers of 
the rate changes ordered by the Commission in this docket, as well as in Docket Nos. E-7, 
Sub 1228 and E-7, Sub 1231,.and.the Company shall file such notice for Commission approval as 
soon as practicable, but not later than ten days after the Commission issues orders in all 
Utree dockets; 

5. That DEC's 2019 REPS Compliance.Report is hereby approved, and the RECs in 
DEC's'2019 compliance sub-accounts in NC-RETS shall be retired; 

6. That DEC shall,.continue to file in all future REPS rider applications the results of 
studies the costs of which were or are.proposed to be recovered Via its REPS EMF ·and rider and, 
for those studies that are subject to confidentiality agreements, information regarding whether and 
how parties can access the results of those studies; and 

7. That DEC shall continue to file a worksheet explaining the discrete costs that DEC 
includes as "other'incremental costs" in all future REPS rider proceedings. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 20th day August, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Joann R Snyder,.Deputy Clerk 
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DOCKET NO. E-7, SUB 1230 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Duke Energy Carolinas, LLC 
for Approval of Demand-Side Management 
and -Energy Efficiency Cost Recovery Rider 
Pursuant to N.C. Gen, Stat.§ 62-133.9 and 
Commission Rule R8-69 

ORDER APPROVING DSM/EE RIDER 
AND REQUIRING FILING OF 
PROPOSED CUSTOMER NOTICE 

HEARD: 

BEFORE: 

Tuesday, June 9, 2020, in Commission Hearing Room 2115, Dobbs Building, 
430 N0rth Salis0ury Street, Raleigh, North Carolina· (public witness hearing) and 
via WebEx Video Conference (expert witness hearing) 

Commissioner ToNola D. Brown-Bland~ Presiding; Chairman Charlotte A. 
Mitchell; and Commissioners Lyons Gray, Daniel G. Clodfelter,, Kimberly W. 
Duffley, Jeffrey A. Hughes, and Floyd B. McKissick, Jr. 

APPEARANCES: 

For Duke Energy Carolinas, LLC: 

Kendrick Fentress, Associate General Counsel, Di.Ike Energy Corporation, 
P.O. Box 1551, Raleigh, North Carolina 27602 

Robert W. Kaylor, Law OffiCe of Robert W. Kaylor, P.A., 353 E. Six Forks Road, 
Suite 260, Raleigh, North Carolina 27609 

For the Carolina lndustrial Group for Fair Utility Rates III: 

Warren K. Hicks, Bailey & Dixon. LLP, 434 Fayetteville ,Street, Suite 2500 
P.O. Box 1351, Raleigh, North-Carolina 27602 

For the North Carolina Sustainable-Energy Association: 

Benjamin Smith, Regulatory Counsel, 4800 Six Forks Road, Suite 300, Raleigh, 
North Carolina 27609 

For the North Carolina Justice Center, North Carolina Housing Coalition, and'lhe Southern 
Alliance for Clean Energy: 

David Neal, Gudrun Thompson, Tirrill Moore, Southern Environmental Law 
Center, 601 West Rosemary Street, Suite 220, Chapel Hill, North Carolina 27516 
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For the Using ruJ.d Consuming Public: 

Lucy E. Edmondson, Nadia L. Luhr, Public Staff - North Carolina Utilities 
Commission, 4326 Mail Service Center, Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: N.C. Gen. Stat. § 62-133.9(d) authorizes the North Carolina 
Utilities Commission (Commission) to approve an annual rider to the rates of electric public 
utilities, outside.of a general rate case, for recovery of all reasonable and prudent costs incurred 
for adoption and irriplementation of new demand-side management (DSM) and energy 
efficiency (EE) measures. The Commission is also authorized to award· incentives to electric 
companies for adopting and implementing new DSM/EE measures,.including, hut not limited to, 
appropriate rewards based on (1) the sharing of savings achieved by the DSM and EE measures 
and/or (2} the capilalizatiqn .of a percentage of avoided costs achieved by the measures. 
Comrriission Rule R8-69(b) provides that every year the Commission will conduct a proceeding 
for each electric public utility to establish an annual DSM/EE rider to recover the reasonable.and 
prudent costs incurred by the electric utility in adopting and implementing new DSM/EE measures 
previously approved by the Commission pursuant to Commission Rule RS-68. Further, 
Commission Rule R8-69(b) provides for the establiShment ofa DSM/EE experience modification 
factor (EMF) rider to allow the electric public utility to collect the difference between,reasonable 
and prudently incurred costs and the revenues that were realized during the test period under the 
DSM/EE rider then in effect. Commission Rule R8-69(c) permits the utility to request the inclusion 
of utility incentives (the rcwards,authorized by the Si.atute), including net lost revenues (NLR), in 
the DSM/EE rider and the DSM/EE EMF rider. 

Docket Proceedings 

In the present proceeding, Docket No. E-7; Sub 1230, on February 25, 2020, Duke Energy 
Carolinas, LLC (DEC or Company) filed an applieation- for approval of its DSM/EE rider 
(Rider EE1 or Rider 12) for 202P(Application) and the direct testimony and exhibits of Carolyn 
T. Miller, Rates Manager for DEC, an_d Robert P. Evans, Senior Manager - Strategy and 
Collaboration for the Carolinas in the Company's Market Solutions Regulatory Strategy and 
Evaluation group. 

1 DEC refers to its DSM/EE Rider as "Rider EB"; however, this rider includes charges intended to recover 
both DSM and EE revenue requirements. 

2 The Rider EE proposed in this proceeding- is the Company's t_wclflh Rider EE and 'inclt{des compcinents 
that relate to Viniages 2017, 2018, 2019, 2020, and 2021 of the cost and incentive recovery mechanism appi'oved in 
Docket No.- E-7, Sub 1032. as modified in Docket No. E-7, Sub 1130. For purposes of clarity, the aggregate rider is 
referred to in this Order as "Rider 12" or lhe proposed "Rider EE." Rider 12 is proposed to be effective for the rate 
period January I, 2021 through December 31, 2921. 
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On March 17, 2020, the Commission issued an·order scheduling a hearing for June 9, 2020, 
cstabliShing discovery guidelines, providing for intervention and testimony by other parties, and 
requiring public notice. DEC filed the affidavits of publication for the public notice as required by 
the·Commission's March 17, 2020 Order. 

The intervention of the Public Staff- North Carolina Utilities. Commission· (Public Staffl 
is recognized pursuant to N.C.G.S'. § 62-IS(d) and Commission Rule Rl-l9(e). The Carolina 
Industrial Group for Fair Utility Rates Ill (CIGFUR) filed a petition to, intervene on March 19, 
2020, which·.was granted on March 23, 2020. On March 23, 2020, the.North Carolina Sustainable 
Energy Association (NCSEA) filed a petition to intervene, which was granted on March 24, 2020. 
On April 17, 2020, the North Carolina Justice Center (NC Justice Center), the North Carolina 
Housing Coalition (''NC Housing CoaJition") and the Southern Alliance for Clean Energy•(~ACE) 
filed a joint petition to intervene, which was granted on April 21, 2020. On May 8, 2020, the 
Carolina Utility Customers Association, Inc. (CUCA) filed a petition to intervene, which was 
granted on May 12, 2020. 

On May I I, 2020, DEC filed the supplemental testimony and revised exhibits of witness 
Miller and revised exhibits of witness Evans; which supplemental testimony revised the DSM/EE 
rates being requested by DEC. On May 13; 2020, DEC filed a motion for additionaJ public hearing 
and a proposed Revised Public Notice. 

On May 13, 2020, the Commission issued·an order requiring publication of a second public 
notice of the scheduled June 9, 2020 public hearing. The order-concluded that the Second Public 
Notice would provide reasonable and adequate notice of the requested changes in DEC's proposed 
DSM/EE rates, without the need to schedule an additiorlal public hearing. In addition, the order 
directed DEC. to publish the second public, notice in newspapers ha\ling general .circulation in 
DEC's service area one time at least fifteen days before the June 9, 2020 hearing. 

On May 14, 2020, the NC Justice Center, NC Housing Coalition, and SACE (collectively, 
NC Justice Center, et.al.) filed a motion for extension of time to file testimony and requested-that 
parties be allowed to.appear remotely at the June 9, 2020 hearing due to the ongoing COVID- 19 
pandemic. On May 18, 2020, the Commission granted the motion for extension and took under 
advisement the motion for remote hearing. 

On May 22, 2020, the NC.Justice Center, et al., filed the testimony and exhibits.of Forest 
Bradley-Wright, the Energy Efficiency Director for SACE; and-the Public Staff filed the testimony 
and exhibits of Michael C. Maness, Director of the Accounting Division, David Williamson, Staff 
Engineer iri the Electric Division, and John R. Hinton, Director, Economic Research Division. 

On May 29, 2020, the Commission issued an order scheduling a remote hearing for expert 
witness testimony and requiring parties to file written- statements of consent or objection by 
June 3, 2020, and to file, potential .cross-examination exhibits by June 4, 2020. All parties filed 
statements of consent to holding the expert witness hearing by remote.means. 

On June 1, 2020, DEC filed'the rebuttal testimony of Timothy J. Duff and witness Evans. 
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On June 3, 2019, DEC and the-Public Staff filed a joint motion to excuse DEC witness 
Miller and Public Staff witness Maness from appearing at the June 9, 2020 expert witness hearing, 
which motion was granted by the Commission on June 5, 2020 . 

. On June 8, 2020, the·Public Staff filed the supplemental testimony and revised exhibits of 
witnesses Williamson and Maness. 

On June 9,,2020, -DEC, the Public'Staff, and the NC Justice Center, et al., filed-testimony 
summaries for their respective witnesses appearing at th~ remote expert witness hearing. 

The case came on for hearing as scheduled on June 9, 2020. No public witnesses appeared 
at the hearing. 

On June 25, 2020, the Commission issued a notice requiring that briefs and proposed order.; 
be filed by July 24, 2020. On July 21, 2020, the CorI1mission issued an order extendingihe due 
date until August 13, 2020. 

On August'l3, 2020, proposed orders·were filed by DEC and the Public Staff, and post 
hearing briefs were filed by DEC and NC Justice Center, (}I al. 

Pas_t Pertinent Proceedings 

(Docket No. E-7, Subs 831,938,979, 1032, 1130, and 1164) 

On February 9, '2010, the Commission -issued an Order Approving Agreement and Joint 
Stipulation of Settlement Subject to Certain Commission-Required Modifications and Decisions 
on.Contested Issues in DEC's first DSM/EE ri_der proceeding,_ Docket No. E-7, Sub,83 l .(Sub.831 
Order). In the Sub 831 Order, the Commissiori approved, with certain modifications, the 
Agreement and Joint Stipulatioff of Settlement between DEC, the Public Staff, SACE, 
Environmental Defense Fund (EDF), Natural Resources Defense Council (NRDC), and the 
Southern Environmental Law Center (SELC) (Sub 831 Settlement), which described the niodified 
save-a-watt mechanism (Sub 831 Mechanism), pursuant to which DEC calculated, for the period 
from June I, 2009 until December 31, 2013, the revenue requirements underlying its 
DSM/EE riders based on percentages of avoided costs, plus q,mpensation for NLR resulting from 
EE programs only. The Sub 831 Mechanism was approved as a pilot with a term of four years, 
ending on December-31, 2013. 

On February 15, 20_10, the Company filed an Application for Waiver of Commission 
Rule R8-69(a)(4) and R8-69(a)(5) in Docket No. E-7, Sub 938 (Sub 938 Waiver Application), 
requesting waiver of the definitions of "rate 'period" and "test period." Under the Sub 831 
Mechanism, customer participation in the Company's DSM and EE programs and corresponding 
responsibility to pay Rider EE arc detennined on a vintage year basis. A vintage year is generally 
the 12-month period in which a specific DSM or EE measure is installed for an individual 
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participant' or, group of participahts.1 The Company applied the vi~tage year concept ·on a 
calendar-year basis to·the modified Save-a-watt portfolio of programs for ease of admihislration 
for the Company and customers. Pursuant to the Sub 938 Waiver Application, "test period'_' is 
defined as the most recently completed viritage year at the time of the Company's DSM/EE rider 
application filing·date. 

0n April 6, -2010, the.Commission entered an Order Granting Waiv~r. in Part, and Denying 
Waiver, in Part. The Order app_rov_ed the requested waiver ofR8-69(d)(3) in·part, but denied the 
Company's requested waiver of.the definitions of"mte period'1 and'"test period." 

On May 6, 2010, DEC filed a Motion for Clarification or, in the Alternative, for 
Reconsideration, ·asking that the·Commission reconsider ilS denial of the waiver of the definitions 
of''test.period" and "rate perio9," and that the Commission clarify that the EMF may incorporate 
adjustments"for multiple test periods. In response, the C6minisSioh1issued an Order on Motions for 
·Reconsideration on·June 3, 2010 (~ub 938 Second ·waiver Order), granting DEC's Motion. The 
Sub 938 Second Waiver Order- established that the rate period for Rider EE would align with the 
l2-month calendar )'ear vfntage co"ncept utilized in .the Commission-approved save-a-wa:tt 
approach (in effect,.the calendaryearfollowingthe Corruriission's order in each,annual DSM/EE 
cost recovery proceeding), and that the, test period for Rider EE would be the most :recently 
completed vintage year at the time of the Company's Rider EE cost recovery application 
filing date.2 

On· February 8, 201 l,. in Docket Ni); E-7, Sub 831, µJe Commission issued ilS Order 
Adopting "Decision Tree" to Determine "Found Revenues" and-Requiring Reporting iri DSM/EE 
Cost Recovery Filin~ _(Sub 831 ·Found Revenues Order), :which- inclu~ed, in Appendix A, a 
"Decision Ti-ee" to _identify, categorize, and net possible found revenues against the NLR created 
by the Company's EE .programs .. Fbund revenues may result from activities. that directly or 
indirectly result-in an-increase in customer demand or energy consumption•within the ComRany's 
service territory. 

On November 8~ 201 I, in Docket No. E-7, Sub· 979, the Commission issued ilS Order 
Approving DSM/EE Rider and Requiring Filing, of Proposed Customer Notice, in which it 
appro:Ved the Evaluation, Measurement, and Verification {EM&V) agreement (EM&V 
Agreement) .between the Company, SAC~; and ·the ·Public Staff. Pursuant to the EM&V 
Agreement, for all EE programs, except for the Non-Residential Smart $aver Customer Rebate 
Program and the Low-Income EE and Weatherization Assistance Program, actual EM&V resullS 
are applied to replace all initial impact estimates back to the beginning of the program offering. 

1 Vintage I is an exception·in tenns of length. Vintage I is a 19-month period beginning June I, 2009 Wld 
ending December 31, 2010, because of the approval of DSM/EE programs pri.Or lO the approval of the cost 
recovery mechanism. 

2 Further;.in the Sub 938 Second Waiver Order issued June 3; 2010, the Commiss_ion concludC_d.that DEC 
should true up all costs during thC save-a-watt pilot through_the EMF rider.pr~vided in Commission Rule R8-69(b)(l). 
The modified save-a-watt approach approved in the Sub 831 Order required a final calculation·after the completion 
of the four-year program, comparing lhe ~umulative revenues collected ~lated lO all four vintage years to amounts 
due lhe Co~pari.y, takirig. into consideration the applicable earnings cap. 

633 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

For the purposes of the vintage true-ups, these initial EM&V results will be considered actual 
results for a program until the next EM&V results are received; The new EM&V results will then 
be considered actual results going forward and will be applied prospectively for the.purposes of 
truing up vintages from the first day of the month immediately following the month in which the 
study participation sample for the EM&V was completed. These EM&V results will then continue 
to apply and be considered actual results until superseded·by new EM&V results, if.any. For all 
new programs and pilots, the Company will follow a consi_stent methodology, meaning that initial 
estimates of impacts will be used until DEC has-valid EM&V results, which will then be applied 
back to the beginriing of the offering and will be considered actual results until a,second EM&V 
is perfonned. 

On February 6, 2012, in the Sub 831- docket, the.Company, SACE,.and the Public Staff 
filed a proposal regarding revisions to the program ·nexibility requirements (Flexibility 
Guidelines). The proposal divided potential program changes into three categories based on the 
magnitude of the change, with the most significant changes requiring regulatory approval by the 
Commission prior to implementation, less cxt_ensive changes requiring advance notice prior to 
making such program changes, and minor changes being reported on a quarterly basis to the 
Commission. The Commission·aJ)proved the joint proposal in fts July 16, 2012 Order Adopting 
Program Flexibility Guidelines. 

On October 29, 2013, Jhe Commission issued its Order Approving DSM/EE Programs and 
Stipulation of Settlement in Docket No. E-7, Sub 1032 (Sub 1032 Order), which approved a new 
cost recovery and incentive mechanism for DSM/EE programs (Sub 1032 Mechanism} and a 
portfolio of DSM and EE programs to be effective January I, 2014, to replace the.cost recovery 
mechanism and portfolio of DSM and EE programs approved in Docket No. E-7, Sub 831. ln the 
Sub 1032 Order, the Commission app~oved an Agreement and Stipulation of Settlemenl, filed on 
August 19, 2013, and amended on Septemtier 23, 2013, by and between DEC, NCSEA, 
EDF, SACE, the South Carolina Coastal Conservation League (CCL), NRDC, the Sierra Club, 
and the Public Staff {Stipulating Parties), which incorporates the Sub 1032 Mechanism 
(Sub 1032 Stipulation). 

Under the Sub 1032 Stipulation, the portfolio of DSM and EE programs filed by the 
Company was approved with- no· specific duration (unlike the programs approved in Suti 831, 
which ·explicitly expired on December 31, 2013). Additionally, the Sub 1032 Stipulation also 
provided thar the ·company's annual DSM/EE rider would be detennined according to the 
Sub 1032 Stipulation and the terms and conditions set forth in the Sub I 032 Mechanism, until 
otherwise ordered by the Commission. Under the Suti 1032'Stipulation, the Sub 1032 Mechanism 
was required to be reviewed in four years and any proposals for revisions to the Sub I 032 
Mechanism were to be filed by parties along with their testimony in the annual DSM/EE 
rider proceeding. 

The overall purpose of the Sub 1032 Mechanism is to (1) allow DEC to recover all 
re_asonable and prudent costs incurred for adopting and implementing new DSM and EE measures; 
(2) establish certain requirements, in addition·to those of Commission Rule R8-68, for requests by 
DEC for approval, monitoririg, and management of DSM and EE programs; (3) establish the tenns 
and conditions for the recovery of NLR (net of found revenues) and a Portfolio Performance 
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lncentive (PPI) to reward DEC for adopting and implementing.new DSM and EE measures and 
programs; and (4) provide an additional incentive to further encourage kilowatt-hour (kWh) 
savings achievements. The Sub 1032 Mechanism also includes the following-provisions, among 
several olhers: (I) it shall continue until terminated pursuant to Commission or~er; 
(2) modifications to Commission-approved DSM/EE programs will be made using the Flexibility 
Guidelines; (3) treatmen_t of opted-out and opted-in customers will coriti9ue to ,be.guided by the 
Commission's Orders in Docket No. E,,.7, Sub 938, with the addition ofan additional opt.:..in period 
dtiring the first week in March of each year; (4) the EM&V Agreement shall continue to govern 
the application of EM&V results; and (5) the determination of found revenues will be made using 
the Decision Tree approved in the Sub 831 Found Revenues·Order. Like the Sub 831 Mechanism, 
the Sul> 1032 Mechanism also employs a vintage year concept based on the·calendar year. 1 

On August 23, 2017; in Docket No: E-7,.Sub 1130 (Sub 1130), the Commission issued its 
Order Approving DSM/EE Rider, Revising DSM/EE- Mechanism, and Requiring Filing of 
Proposed Customer Notice (Sub 1130 Order),,in which.it approved the agreement to revise certain 
provisions of the Sub 1032 Mechanism reached by the Company and the.Public.Staff. 

Paragraph 69 of the Sub I 032 Mechanism, which describes how avoided costs are 
determined for purpQSes ofcalculatingthe PPI, was revised such that for Vintage 2019 and beyond, 
the program-specific.avoided capacity benefits and.avoided.energy benefits will be derived from 
the underlying resource plan, production cost model, and C6st inputs that generate~ the avoided 
capacity and avoided· energy· credits reflected in the most recent Commission-approved.Biennial 
Determiriation of A',ioided Cost Rates.as of December 31 of the year immediately preceding the 
annual DSM/EE rider filing date. For the calculation of.the underlying avoided energy,credits to 
be used ·to derive the progfam-spccific avoided energy benefits, the calculatioh will be based on 
the projected EE portfolio hourly shape, rather than :the ·assumed 24x7 100-megawatt (MW) 
reduction typically used to;represent a qualifying facility .. (QF). 

Paragraph 19 of the Sub 1032 Mechariism was revised to specify that the avoided costs 
used for purposes of program-approval filings would also be determined using the method outlined 
in revised Paragraph·69. The specific Biennial Determination of Avoided Cost Rates used.for-each 
program approval filing· would be derived from the. rates most recently approved by the 
Commission as of the.date_ of the program approval filing. 

Paragraph_ 23 of the Sub 1032 Mechanism was revised, and Paragraphs 23A-D were added, 
to specify-which, avoided .costs-should be used for determining .the continuing cost-effectiveness 
ofprogra,ms and actions to be taken based on the results of those tests. Pursuant to Paragraph-23, 
each year the Company files an analysis of the current cost-effectiveness of each of its DSM/EE 
programs as· p~ of its DSM~_E rider filing. New Paragraph, 23A requires the use of the _same 
method for calculating the·avoided costs outlined in the revisions to Paragraph 69 to determine the 
continued cost-effectiveness for e:ich program. Like revised Paragraph 69, Paragraph 23A 
specifies _that the avoided capacity and energy costs used to calculate, cost-effectiveness will be 
derived from the avoided costs underlying the ·most recent Commission-approved Biennial 

1 Each vintage under the Sub I 032 Mechanism is referred to by the calendar year of its re~pective rate period 
(e.g., Vintage 2019). 
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Determinatiowof Avoided Cost.Rates as of December 31 of the year immediately preceding the 
annual DSM/EE rider filing date. Ne_w Paragraphs 23B through 230 address the steps that will be 
ta_ken ifspecific DSM/EE programs continue ·to produce Totll. Resource·Cost (TRC) test results 
less than 1.00 for an extended period. For any program that initially demonstrates a TRC of less 
than 1.00, the Company shall include in its annual DSM/EE rider filing u disclission bf the actions 
being taken to maintain or improve cost-effectiveness, or alternatively, its plans to terniinate the 
program; -If a· program demonstrates. a prospective TRC,-of less. than 1.00 in a second DSM/EE 
rider proceeding, .the Company shall include a discussion of wbat actions it has taken to-improve 
cost effectiveness. If a program demonst:rµtes a prospective TRC of less than 1.00 in a third 
DSM/EE rider pfbceeding; the-Company,Shall tenninate the program effective at the end of the 
year following the D$MIEE rider order, unless otherwise ordered by the.Commission. 

The Sub 1032 Mechanism, as revised by the Sub 1130 Order, is set •forth in Maness 
Exhibit II and referred to herein as the·"Mechanism;" 

On October 18, 2019, the Commission issued an Order Approving DSM/EE Rider and 
Requiring Filing of Proposed Customer Notice-in Docket No. E-7, Sub'l 192 (Sub 1192 Order). In 
the Sub 1192'Order, consistent with the requirements·ofN.C.G.S. § 62-133.9 and Commission 
Rule R8-68, the Commissiqn approved the,following DSM or·EKprograms or pilot programs. to 
·be offered to customers in 2020: E[iefgy Assessments; EE Edllcation; Energy Efficient Appliances 
and Devices; Resii:Jential Smart $aver EE; Multi-F_amily EE; MyHER; Income-Qualified EE and 
·weatherization; Power Manager; Non-Residential Smart $aver Energy Efficient -Food Service 
Products; Non-Residential Smart $aver·Energy Efficient HV AC Pfoducts; Non-Residential Smart 
$aver ·Energy Efficient IT Products; Non-Residential Smart. $aver Energy Efficient .,Lighting 
Products; Non-Residential Smart- $aver Energy Efficient Process Equipment Products; Non
Residential Smart $aver Energy Efficient Pumps and Driyes Products; Non-Residential -Smart 
$aver Custom; Non-Residential Srriart $aver Custorri Energy Assessments; PowerShare; 
PowerS_hare Call Opiion. (canceled effective January 31., 2018); Small Business Energy $aver; 
Smart Energy in Offices (canceled effective June 30, 2018); EnergyWise for Business; and Non
Residential Smart $aver Perfonnance Incentive. The Comrriission conclu_ded that the Company's 
portfolio of DSM and EE programs was overall cost effective and eligible for inclusion in Rider I 1. 
Pursuant to Paragraph 19 of the Sub ._831 Mechanism~ the Commission detennined tlJaf ,the 
Income-Qualified EE and Wcatherization Program -Low-Income does not have to meet the TRC 
or Utility Cost Test (UCT) to be eligible-for inclusioh.in the Company's portfolio because of the 
excep'tion for· low income and other non-cost-effective· programs-with similar societal benefits. 

The Commission,accepted the'EM&V reporui'filed as Evans Exhibits A, D, E, F, G, H, I, 
J, K, and Land considered them complete·for purposes of.calculating program impacts. 
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Decision 

Based upon consideration of DECs Application, the pleadings, the testimony and exhibits 
received into evidence at the hearing, the parties' briefs, and the record as a whole, the Commission 
now makes the following: 

FINDINGS OF FACT 

1. DEC is a public utility with a public service obligation to provide electric utility 
service to customers in its service area in North Carolina and is subject to the jurisdiction of 
the Commission. 

2. The Commission has jurisdiction over" this Application pursuant to the Public 
Utilities,Act. The Commission finds that it has-the authori,ty to.consider'and approve or modify 
the specific recovery of costs and incentives the Company is seeking-in this docket. 

3. For purposes of this proceeding, DEC has requested approval of costs and 
incentives related to the following- DSM/EE programs to be included in Rider 12: Energy 
Asse_ssment Program; E_E Education Program; Energy EfficientApp,liances and Devices Program; 
Residential Smart '$aver EE Program; Multi-Family EE Program; My Home Energy Report 
Program; Income-Qualified EE and Weatherization Program; Power Manager Load Control 
Service Program; Non-Residential Smart $aver Energy Efficient Food Service Products Program; 
Non-Residential Smart $aver Energy Efficient HV AC Products Program; Non-Residential Smart 
$aver Energy Efficient IT Products Program; Non-Residential Smart $aver Energy Efficient 
Lighting Products Program; Non-'-Residential Smart $aver Energy Efficient Process Equipment 
Products Program; Non-Residential Smart $aver Energy Efficient Pumps and Drives Products 
Program; Non-Residential Smart $aver Custom Incentive and Energy Assessment Program; 
PowerShare; Small Business Energy Saver Program; EnergyWise for' Business; and 
Non-Residential Smart $aver Perfonnance Incentive Program. 

4. Pursuant to Paragraph 19 of the Mechanism, the Income-Qualified EE and 
Weatherization Program· is-not required to pass the TRC or UCT tests to be eligible for inclusion 
in the Company's portfolio. 

5. The Residential Smart $aver EE Program has failed to demonstrate a prospective 
TRC result greater than 1.0 in the current proceeding and in-the previous five rider proceedings.1 

6. The Food·Service and the Infonnation Technology measures of the Non-residential 
Smart $aver Program are not currently cost effective under the TRC test; however~_these are only 
two measures-of a larger program, and no party recommended that the Company take.action. 

7. To sustain the .benefit that low. income customers arid multi-family residences 
obtained-from A-line bulbs, the Company should continue.to provide A-line_ bulbs to low income 

1 The last time the Company foretasted a TRC score above l.O for this program was in Docket No. E-7, 
Sllb 1050, filed in March of 2014. 
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customers and continu·e to replace inefficient lighting .through its multi-family direct 
install program. 

8. The Company's propos_ed·Grid Improvement Plan (GIP) has the potential to impact 
the cost effectiveness of the Company's DSM/EE programs. 

9. For purposes of inclusion in Rider 12, the Company's portfolio of DSM and 
EE programs is cost effective. 

10. The EM&V reports filed as Evans Exhibits A, B, C, D, and E, are acceptable for 
purpose.s of this proceeding and, should be considered complete for plirposes of cillculating 
program impacts. 

11. Pursuant to the Commission's Sub 938 Second. Waiver Order and the Sub 1032 
Order, Jhe rate period for purposes of this proceeding is Jafl:uary I, 2021 through 
December 31, 2021. 

12. Rider 12 includes EMF components for Vintage 2019 DSM and EE programs. 
Consistent with the Sub 938 Second Waiver Order ahd the Sub- 1032 Order, the test period for 
these EMF components is the period from January r, 2019 through December 31,. 2019 
(Vintage 2019). 

13. DEC's proposed rates for Rider 12 are comprised of both prospective 'and 
EMF components. The prospective coniponents include factors designed to collect estimated 
program costs and PPI for the Company's Vintage 2021 DSM and EE programs, as welI as 
estimated NLR for the Company's Vintage 2018:-2021 EE' programs. The EMF components 
include the whole or partial true-up of Vintage 2019 program. costs, NLR, and PPI, as well as 
whole or partial true-ups of NLR and PPI for Vintage.Year 2018, and NLR for Vintages 2016 and 
2017. DEC, with the exception of billing factors affected·by Finding of Fact 14, and as reflected 
in the testimony and exhibits of Company witnesses Miller and Evans, has appropriately calculated 
the components of Rider 12 to ieflect the Commission's findings and conclusions in this Order, as 
well as the Commission's findings and conclusions as set forth in the Sub.1032 Order, as revised 
by the Sub 1130 Order. 

14. The Company included a ·I 7% reserve margin adder when calculating the avoided 
capacity costs for purpos~ of the Company's Vintage 20~1 DSM and EE programs. 

15. The Company's seasonal allocation of avoided capacity value is·consistent with the 
Commission's most recent avoided cost proceeding and-is appropriate. 
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16. The reasonable and prudent Rider 12 billing factor for residential customers1 

submitted by DEC must be recalculated by the Company due to the Commission's Finding of 
Fact'l4. 

17. The reasonable and prudent Rider 12 Vintage 2021 EE .prospective billing factor 
for nonresidential custc;:,mers not opting out of Vintage 2021 of the Company's EE programs is 
0.3495 cents per kWh, which, as is the case for all the other billing factors stated in these findings 
of fact, includes the regulatory fee. 

18. The reasonable and prudent Rider 12 Vintage 2021 DSM prospective billing factor 
for nonresidential customers not opting out of.Vintage 2021 of the Company's DSM programs is 
0.1200 cents per kWh. 

19. The reasonable and prudent Rider 12 Vintage 2020 prospective EE billing factor 
for nonresidential customers participating in Vintage 2020 of the Company's EE programs (9r 
those not -participating, but neither (a) explicitly opting out of Vintage 2020 during the annual 
enrollment period for that vintage, nor (b) opting out of Vintage 2021) is 0.0612 cents per kWh, 

20. The reasonable and prudent Rider 12 Vintage 2019 prospective EE billing factor 
for nonresidential customers participating in Vintage 2019 of the Company's EE. programs ( or 
those not participating, but.neither (a) explicitly opting out of Vint;ige 2019 during the annual 
enrollment period for that vintage, nor (b) opting out of Vintage 2021).is 0.0687 cents per kWh. 

21. The reasonable and prudent Rider 12 Vintage 2018 prospective EE billing factor 
for nonresidential clistomers participating in Vintage 2018 of the Company's_ EE programs (or 
those not participating, but neither (a) explicitly opting out. of Vintage 2018 during the annual 
enrollment period for that vintage, nor (b) opting out of Vintage 2021) is 0.0137 cents per kWh. 

i2. The reasonable and prudent Rider 12 Vintage 2019 EE EMF billing factor for 
nonresidential customers participating in Vintage 2019 of the Company's EE programs (or those 
not participating, but neither (a) explicitly opting out of Vintage 2019 during the annual enrollment 
period for that vintage, nor (b) opting out of Vintage 202l)is (0.0225) cents per kWh. 

23. The reasonable and prudent Rider 12 Vintage 2019 DSM EMF billing factor for 
nonresidential customers participating in Vintage 2019 of the Company's DSM programs (or.those 
not participating, but neither (a) explicitly opting out of Vintage 2019 during the annual enrollment 
period for that viiltage, nor (b) opting out of Vintage 2021) is 0.0019 cents per kWh. 

24. The reasonable and prudent Rider 12 Vintage 2018 EE EMF billing factor for 
nonresidential customers participating in Vintage 2018,of the Company's EE programs (or those 
not participating, but neither(a) explicitly opting out of Vintage 2018 during the annual enrollment 
period for that vintage, nor (b) opting out of Vintage 2021) is (0.0049) cents per kWh. 

1 The residentia1 billing factor applicable to all residential customers is the sum of the residential prospective 
and residential lrue-up factors for lhe applicable vintage years. 
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25; 111e reasonable and ,prudent Rider 12 Vintage 2018 DSM EMF billing factor for 
nonresidential customers participating-in Vintage2018 of the Company's DSM programs (or those 
not participating but neither (a) explicitly opting out of Vi_ntage 2018 during the annual enrollment 
period for that vintage, nor (b) opting out of Vintage 2021) is (0,0014) cents per kWh. 

26. The reasonable and prudent Rider 12 Vintage 2017 EE EMF billing factor for 
nonrcsidentiaJ customers participating in Vintage 2017 of the Company~s EE programs (or those 
not participating, but neither(a) explicitly opting out of Vintage 2017 during the annual enrollment 
period for that vintage, nor (b) opting out of Vintage 2021) is 0.0342,cents per kWh. 

27. The reasonable and prudent _Rider 12 Vintage 2017 DSM EMF billing factor for 
nonresidcntial'customers participating in Vintage2017 of the Company's DSM programs (or those 
not participating. but neither (a) explicitly opting out of Vintage 2017 during the annuaJ enrollment 
period for that vintage, nor (b) opting out of Vintage 2oio) is 0.0000 cents per kWh. 

28. The reasonable and prudent Rider 12 Vintage 2016 EE EMF billing factor for 
nonresidential customers participating in Vintage 2016 of the Company's EE programs·(or those 
not participating. but neither (a) explicitly opting out of Vintage 2016 during the annual enrollment 
period for that vintage, nor (b) opting out of Vintage 2021) is 0.0193 cents per kWh. 

29. The reasonable and prudent Rider 12 Vintage 2016 DSM EMF billing factor for 
nonresidential customers participating in Vintage 2016 of the Company's DSM programs (or those 
not participating, but neither (a) explicitly optiflg out of Vintage 2016 during the annual enrollment 
period for that vintage, nor (b) opting otit of Vintage 2021) is (0.0001).cents per kWh. 

30. DEC should continue to leverage its collaborative stakeholder meetings 
(Collaborative) to work with stakeholders to garner' meaningful input regarding pQf:entiaJ portfolio 
enhancement and program design. 

31. The Company should continue the frequency of the Collaborative meetings so that 
the combined DEC/Duke Energy Progress, LLC (DEP) Co113.borative meets every two months. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OFF AC'!' NOS. 1-2 

The evidence and· legal bases in support of these.findings.and conclusions can be found in 
the Application~ the pleadings, the testimony. and the exhibits in this docket, as well as in the 
Statutes, case iaw, and rules governing the authority and jurisdiction of this Commission. These 
findings are infonnational, procedural, andjurisdictionaJ in nature. 

N.C.G.S. ,§ 62-133.9 authorizes the Commission to approve an annual rider, outside ofa 
general rate case, for recovery of reasonable and prudent costs- incurred in the· adoption and 
implementation of new DSM and EE measures, as-weIJ as appi:opriate rewards for adopting and 
implementing those measures. Similarly, Commjssi~n Rule RB-68 provides, among other things, 
that reasonable and prudent costs of new DSM or EE programs approved by the Commission shaU 
be recovered through the annual rider described in N:CG.S. § 62-133.9 and Commission 
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Rule RS-69. The Commission may also consider in the annual rider proceeding whether to approve 
any utility incentive (reward) pursuant to N.C.G.S. § 62-133.9(d) (2) a through c. 

Commission Rule R8~69' outlines the procedure whereby a utility applies for and the 
Commission establishes an annual DSM/EE rider. Commission Rule R8-69(a)(2) defines 
DSM/EE rider as "a charge or rate established by the Commission annually pursuant to 
N.C.G.S. § 62-133.9(d) to allow the electric public utility to recover all reasonable and prudent 
costs incurred in adopting and.implementing new demand-side management and energy efficiency 
measures after August 20, 2007, as well as, if appropriate, utility incentives, including net lost 
revenues." Commission Rule R8-~9(c) allows a utility to apply for recovery of incentives for 
which the Commission will detennine the appropriate ratemaking treatment. 

N.C.G.S. § 62-133.9, along with Commission Rules R8-68 and R8-69, establish a 
procedure whereb)' an electric public utility files an application in a unique docket for the 
Commission's approval of an annual rider for recovery of reasonable all.d prudent costs of 
approved DSM and EE programs. The procedure outlined in N.C.G.S. § 62-133.9 and Commission 
Rules R8-68 and R8-69 also allow an electric public ulility to recover appropriate utility incentives, 
potentially including "appropriate rewards based on capitalization of a percentage of avoided costs 
achieved by demand-side management and energy efficiency measures." Consistent with this 
provision, as well as the Commission-approved Mechanism, the Company filed an application for 
approval of such annual rider, design~ted- by DEC as Rider 12. The cost recovery .and utility 
incentiv~s the Company seeks through Rider 12 are based on the Company recovering 
DSM/EE program costs, NLR, and a0PPI incentive related to.the DSM and EE programs approved 
in the Sub 1032 Order, and those programs approved fo11owing the Sub 1_032 Order. Recovery of 
these costs and utility incentives is also consistent with' N.C.G.S. § 62-133.9, Rule R8-68, and 
Rule R8-69. Tlierefore, the Commission concludes that it has the authority to consider and approve 
the cost recovery and-incentives the Company is seeking in this docket. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF'FACT NO. 3 

The evidence for this finding and conclusion can be found in DEC's Application, the 
testimony and exhibits of Company witnesses Evans and Miller, the testimony of Public Staff 
witness Williamson, and various Commission orders. 

DEC witnesses Miller's and Evans's testimony and exhibits •show that the Company's 
request for approval·ofRider 12 is associated with the Sub 1032 portfolio of programs, as well as 
the programs approved by the Commission after the Sub 1032 Order. The direct testimony and 
exhibits of DEC witness Evans listed the applicable DSM/EE programs as follows: Energy 
Assessments Program; EE 'Education Program; Energy Efficient Appliances and Devices; 
Residential Smart $aver EE Program; Multi-Family EE Program; My Home Energy Report; 
IncomC-Qualified EE and Weatherization Program; Power Manager Load Control Service 
Program; Non--Residential Smart $aver Energy Efficient Food Service Products Program; 
Non-Residential Smart $aver Energy Efficient HVAC Products Program; Non-Residential Smart 
$aver Energy Efficient IT Products Program; Non-Residential Smart $aver Energy Efficient 
Lighting Products Prograin; Non-Residential Smart $aver Energy Efficierit Process Equipment 
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Products Program; Non-ResidentiaJ Smart $aver Energy Effici~nt Pumps and Drives Products 
Program; Non-Re~idential Smart $aver Custom Incentive Program; Non-Residential Smart $aver 
Custom Energy Assessments Program; PoWerShare Non-Residential and Load Curtailm.ent 
Program; PowerShare Call Option Program 1; Small Business Energy Saver; Smart Energy in 
Offices Program2

;· EnergyWise for Business Program; and Non-Resid_ential Smaq $aver 
Performance Incentive Program. {Tr. 59-60.)3 

In his affidavit, Public Staff witness Williamson also listed the DSM/EE programs for 
which .the Company seeks cost recovery,. and noted that each of these programs has received 
approval as a new DSM or EE program ·and is eligible for cost recovery in this proceedi[).g under 
N.C.G.S. § 62-'133.9. He also noted the ·Commission approved DEC's modifications to the 
Residential Energy Saver and Residential Neighborhood Energy Saver program since the prior 
Rider proceeding,in Doeket No. E-7, Sub 1192. (Id. at 236-38.) 

Thus, the Commission finds and concludes that each of the programs listed by witnesses 
Evans and Williamson has received Commission ~pproval.as a new DSM or EE'program and is, 
therefore, eligible for cost.recovery in this proceeding under N.C.G.S. § 62-133.9. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 4-9 

The evidence for these findings and conclusions can be found·i~ the testimony and exhibits 
of Company witness Evans, the testimony and exhibits of Public Staff witnesses Williamson and 
Maness, and the testimony of NC Justice, et al., witness Bradley.:Wright. 

DEC witness Evans testified that the Company reviewed the portfolio of 
DSM/EE programs and performed prospective·analyses of each of its programs and the aggregate 
portfolio.for the Vintage.2021 period, the results of which are incorporated in Evans Exhibit No. 7. 
(Tr. 61.) DEC's calculations indicate that, except for the Income-Qualified·EE and-Weatherization 
Program (which was not cost-effective at the time of Commission approval), the Residential Smart 
$aver.EE Program, which is continuing its transfonnation to an all referral channel, and elements 
of the Non-Residential Smart $aver Program, the aggregate portfolio continues to be cost
effective. Witness Evans testified thafthere is·no reason to discontinue,any of DEC's programs, 
but the Company will continue to examine its programs for potential modifications to increase 
their ~ffectiveness, regardless of current cost-effectiveness results. (Id) 

1 This program was canceled effective January 31, 2018, pursuant to thil'Sub 1130 Order. 

2 This program was canceled effective JuneJ0,_2018, pursuant to the Commission's February 7, 2018 order 
in·Docket No. E-7, Sub 961. 

3 All transcript references-in this Order are to Volume 2 of the transcripl Volume I is the transcript oflhe 
public.witness hearing. 
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NC Justice Center, et al., witness Bradley-Wright testified that DEC's DSM/EE portfolio 
is cost-effective,.with the value of DEG'.SDSM/EE programs significan_!ly exceeding the costs and 
delivering strqng firiancial value to customers. (Tr. 356) 

Public- Staff witness Williamson stated in his testimony that the Public Staff reviewed 
DEC's calculations of cost effectiveness under each of the four standard cost--effeciiveness-tests: 
UCT, TRC, Participant tes~ and RIM test Tr. 240) The Public Staff also compared the cost 
effectiv_eness test results in previous DSM/EE proceed~gs to the current filing and developed a 
,trend ofcost effectiveness that serves as the basis for the Public Stafrs recommendation of-whether 
a program should be terminated. (Tr. 241-42) 

Witness. Williamson testified that while many programs continue to be cost effective,. the 
TRC and UTC test.scores as filed by the Company for all programs·have a_natural ebb and flow, 
mainly, due to lhe, changes in avoided cost rate detennil1ations . . (Id. at 242.) He stated· that the 
decreasing cost effectiveness i~ also .parti.ally attributable to anticipated· unit snvings being ·lower 
'than expected as determined-th_rough EM&V of the programs. Also, as.programs mature, baseline 
standards increase, or avoided cost rates decrease, and it becomes more difficult for a program·to, 
procluce ·cost effective .savings. Witness Williamson further remarked that, in contrast, some 
programs, haVe experienced greater than expected participation, which typically results in greater 
savings per unit cost and increases cost-effectiveness. (Id.) 

Witness· Williamson -identified three areas of concern with the Company's ·portfolio: 
lightJng-related measures; gri~ improvement plans (GIP) and the Residential Smart Saver EE 
program's Referral Channel. 

I. Lighting 

With.respect to the lighting-related measures, witness Willfamson'recalled that the Public 
Staff had pi:eviously noted several trends related to transfonnati9n of the EE. lighting market in 
North Carolina re_sulting from- the growing accessibility of non-specialty light emitting diode 
(LED) lighting. Based on those trends, he predicted that LED lighting will likely become the 
baseline.Stan_dard Jor,general service bulb technologies by January. 20_20, .thereby decreasing the 
savings from any EE program that includes general service bulb,technologies. (ld .. at 246-47.) 

Witness W_illiamson· further testified about how changes in the implementation of lighting 
standards may impact DEC's EE programs going _forward. He recounted that on January l 9,_2017, 
the United'States Department0fEnergy (DOE), published-final niles adopting a revised definition 
for geneial service lamp (GSL), and general service incandescent lamp (GSIL); however, on 
February 11, 2019, the DOE issued a notice of proposed rulemaking and request for comment that 
potentially coutd· have led to withdrawal of the then currently approved language on GSL and 
GSIL. On September 5, 2019, the DOE published a notice of proposed _dett;nnination in which it 
initially detenn_ined the energy conservation standards _for"GSILs do not need to be amended. On 
December·27, 2019, the· DOE published a final detennination in which·it responded to comments· 
received and determined·that a.emending energy conservation·standards would not be economically 
justified. (Id. at 247.) 
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Witness Williamson testified that North Carolina's lighting mark.et was transforming more 
quickly than initially recognized because of changes to lhe federal' lighting standards since 2007 
and customer preference for LEDs. He recommended that, because of these factors, LED lighting 
should be considered the baseline standard for general s~rvice bulb technologies. He further 
testified that "market transformation" or routine adoption of EE measures had occurred in the 
lighting market. As a result, the Public Staff agrees with 'the Company's approach to focus on 
specialty LED bulb technologies. He-concluded, however, by recommending that, beginning in 
2021, the Commission consider only specialty-LED lighting for recognition as energy efficiency. 
(Id. at 249.) 

Company witness Evans opposed Public Staff witness Williamson's recommendation 
because, despite changes in the efficiency lighting market, the Company still sees an ongoing m~ed 
for non-specialty energy efficient A.,Jifle bulbs for low-income and multifamily residences. 
Witness Evans reported that, to.allow those customers,to share in th_e benefits ofener'gy efficiency 
lighting, lhe Company intends to. continue. providing A-line bulbs to low-income. customers 
through its direct install Neighborhood· Energy Saver Program and through outlets such as Good 
Will, Doilar G«?neral, and Habitai stores. Additionally, the Company intends.to continue to replace 
inefficient lighting through its Multifarilily direct i'nstall program. Future needs for these two 
customer groups will be monitored as independent EM&V studies for these programs determine 
their saturation. (Id. at 82-83.) 

2. GIP 

Public Staff witness WiUiamson also expressed concern with.the impact of the Company's 
proposed GIP on its DSM/EE programs. He testified that the GIP would drive enhancements to 
capacity, data analytics/collection, and power flow capabilities on almost all of the circuits within 
its service territory. As more ,data analytics and technology enhancements are made to the 
Company's day-to-day operations, the base-level impacts and offerings of DSM/EE programs.will 
be impacted. He stated that he•believes the MyHER and DSM-programs will be most impacted by 
the GIP proposal, as they rely heavily on data analytics and base level system capacity on the 
Transmission and Distribution (T&D) grid. He believes that as the Company deploys GIP, My HER 
and the DSM programs will need to be re-evaluated to ensure that they remain cost-effective and 
to determine whether they have become standard operating procedures. (Id. at 250-51.) 

With respect to MyHER, witness· Williamson explained that the program relies on the 
collection of individual customers' data, and·then analyzes that data in relation to similar nearby 
customers. As part of the GIP, the Company has been deploying Advanced Metering-InfrastructiJre 
(AMI) throughout its service territory, which is expected to, ·among other things, provide 
customers with direct access to their interval usage data through the use of a Smart Meter Usage 
App. Witness Williamson stated that the services and access to data provided ·by the m~ters will 
be duplicative of the data provided under the My HER program, with the exception of the energy 
efficiency tips offered through the MyHER report. He-recommended that the Commission require 
DEC to assess the costs and benefits of continuing to offer the My HER progran1, versus providing 
the same comparison and tips through another channel. (Id. at 251-53'.) 
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Witness Williamson also,testified that because the Company's DSM program relies on the 
level of system demand that is on the grid at the time that the particular DSM program is.called 
upon by system operations, the Company's plan to build grid infrastructure".to enable Integrated 
Volt/Var controls (IVVC) will reduce the Company's demand savings from the Company's 
DSM programs. Upon questions by Commissioner Brown-Bland, witness Williamson stated that 
regardless of"whether or not it could be captured in.the EM&V," he reviewed trends, and the GIP 
was changing the utility's business model. For.this reason, he wanted to ensure that savings reflect 
only the. impact associated with the DSM and EE programs, (id. at 296-97.) Thus, witness 
Williamson.ri;:commended that the Commission-direct the Company to: (I) analyze GIP to explain 
how it will affect DSM/EE program performance to produce peak demand and energy savings; 
(2) explain in the next rider proceeding how the Company will distinguish between peak demand 
and energy savings.associated with the GIP program on the one hand and DSM and·EE programs 
on the other; and (3) provide a list of GIP projects that.have been implemented, indicating how 
those projects have affected performance of the Company's DSM/EE portfolio if at all, and be 
prepared to discuss any impacts the GIP has had on the day-to-day systems operations, as well as 
customer expectations for utility service in general, and the availability of customer data. 
(Id. at 254-56.) 

Company witness Evans responded to the Publie Staff's GIP concerns by testifying on 
rebuttal that the Company had already provided voluminous data, ana1yses, and general 
information.about the-Companies' GIP program, including IVVC, as part of the ongoing general 
rate cases in Doeket Nos. E-7, Sub 1214, and E-2, Sub 1219. He affirmed that the Company was 
not opposed to reporting information related to IVVC, but the·additional ana1ysis recommended 
_by witness Willi_arnson was unnecessary. He Further confirmed that any influence or interaction 
between GIP and the DSM/EE programs will be evaluated· and captured in lhe'existing reporting 
protocols. Additionally, witness Evans confirmed that the·GIP program will not be in place until 
2Q24 (Id. at 130.) Furthermore, witness Evans cautioned that integrating additional GIP status 
reporting into separate DSM/EE proceedings could lead to confusion-as the programs are separate 
initiatives designed to achieve clearly defined, distinguishable·goals. (Id, at 83-84.) 

With respect to witness Williamson's recommendation that the Company reassess its 
My HER program in light of the smart energy usage app and smart meter installation, witness Evans 
testified that'MyHER is designed to engage the customers and ineludes a motivational aspect for 
customers resulti_ng from the normative comparison of a customer's usage to their peers that the 
mere provision of energy usage infom1ation to customers through the app does not provide. 
Moreover, customers have had access to their usage data for years, albeit without as much 
precision, but MyHER has· continued to provide significant benefits to DEC's customer base. 
(Id. at 134, 158-59.) 

3. Residential Smart $aver EE Program!s Rcferral·Channcl 

Although Public Staff witness Williamson testified that he did not believe that DEC had 
violated any Commission rules or flexibili,ty guidelines addressing how program modifications 
should be addressed, he remarked on the Company's Smart $aver EE program's use of a referral 
channel to offset some of the costs associat~d with the program and to bolster the cost-effectiveness 
of it. On September 1 I, 2017, the Commission approved the conversion of the program to include 
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additional household related measures, as well as an online store. Witness Williamson testified 
that the referral channel has been .expanded to include a variety of items beyond "the original 
focus" of HV AC equipment-related contractor referrals. The Company's website provides the 
contractor referraJ iriformation under the marketing name "Find it Duke:'' The services listed' 
include heating and air conditioning, insulation, plumbing, electrical, pool, solar, and tree removal. 
(Id. at'26I-62.) Witness Williamson explained_ that all the revenues that DEC receives from 
contractors participating in the referraJ channel !_I.re used to offset program-costs for the benefit of 
the Smart $aver program and DEC's customers. This includes revenues from solar and tree service 
contractors, whichat_present represents only a very smaU portion of the overall revenues received. 
(Id. at 262-63.) Public Staff witness Maness also testified that the referral service may include 
referral services for non-regulated services to be performed by third parties; however, witness 
Maness did not make any recommendations about this possibly non-regulated component of the 
referral service. (Id at 330.) Witnesses Williamson and Maness both concluded by indicating that 
the Public Staff will continue to discuss the matter of the referral channel with the Company and, 
asp~ ofthoS_e discussions, address whether the flexibility guidelines should be revised to address 
this type of program-modification in the future. (id. at 263, 330.) 

SUMMARY OF PUBLIC STAFF TESTIMONY AND RECOMMENDATONS 
ON EE PROGRAMS 

Neighborhood Energy Saver Program (NES,.formerly Income-Qualified EE 
and Weatherization Program) 

Witness Evans testified that the Income-Qualified EE and Weatherization Program, which 
was not cost effective at the time of Commission approval, is not projceted to be cost-effective for 
the Vintage 2021 period. (Id. 'at 61.) 

Pursuant to Paragraph 19 of the Mechanism (which provides an·exception for low income 
programs and other non-Cost-effective programs with similar societal benefits), the NES program 
is not required-to pass _the TRC or UCT tests to be eligible for inclusion in the Company's Portfolio. 
Accordingly, the Commission finds and- concli.Jdcs that no further action by the Company is 
required with respect to this program. 

Residential Smart $aver 

In his direct testimony, DEC witness Evans indicated that'the Residential Smart $aver, EE 
program is not projected fo be cost effective for the Vintage 2021 period. (Id. at 61.) He added that 
during 2019, the Company implemented several changes to the program, including the continued 
transfonnation to an all referral Channel. (Id. at 62.) He further testified that there are no reasons 
to discontinue any of DEC's programs, and that the Company continues to examine its programs 
for potential modifications to increase their effectiveness, regardless Of the current 
cos-effectiveness test results. (id. at,61 .) 

As fully discussed above, Public Staff witness Williams~m testified that the Company has 
recently expanded the scope of the Smart $aver referral channel to include a variety of items and 
services beyond its original focus on HVAC equipment-related contractor referrals, and-that the 
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referral channel now also provides customers with contractor referrals related to rooftop solar 
systems, plumbing, and tree removal services. (Id. at 261-63.) Witnesses William_son and Maness 
stated that the Public Staff will continue to discuss the matter of the referral channel with ·the 
Company. (Id. at 263, 330;) 

The Commission agrees with Public Staff witness Williamson that the Company has no1 
violated· the flexibility guidelines or any Commission- rules or orders in implementing the 
Residential Smart $aver EE Program's referral channel. The Commission direcls the Public Staff 
and the Company to continue to discuss the matter as recommended by witness Williamson. 

The Commission notes that the Resid~ntial Smart $aver EE program has failed to 
demonstrate a prospective TRC result greater than 1.0 in the current proceeding and in the last five 
rider proceedings: Docket Nos.E-7, Subs 1073, 1105, 1130, 1164, and 1192. Paragraph 23 of the 
Mechanism requires the Company; in each annual DSM/EE cost recovery filing, to perform 
prospective cost-effective test evaluations for each of its approved DSM and EE programs. 
Pursuant to Paragraph 23B of the Mechanism, when a program initially demonstrates a prospective 
TRC of less than 1.0, the Company must include a discussion in ils annual DSM/EE rider 
proceeding concerning actions being taken to maintain or improve cost-effectiveness, or, 
alternatively, plans to terminate the program. P_ursuant to Paragraph· 23C, if a program 
demonstrates a prospective TRC .of less than 1.0 in a second· DSM/EE rider proceeding, the 
Company must include a discussion in its annual tiling concerning what actions it has taken to 
improve cost-effectiveness. Pursuant to Paragraph 23D, if a.program demonstrates a prospective 
TRC of less than 1.0 in a third DSM/EE rider proceeding, the Company must terminate the 
program, unless otherwise ordered by the Commission. [n its January 7, 2019 Order in Docket 
Nos. E-7 Sub 1032 and E-7 Sub 1164, the Commission exercised its discretion to forego 
terminating the Residential Smart $aver EE program and, instead, ,approved modifications to 
the program. 

The,Commission,detennines that it is appropriate at this time to allow continuation.of the 
Residential Smart $aver EE program in Order to see whether the program modifications approved 
in Sub 1164 will •increase the cost effectiveness:of the program during 2021. In addition, because 
the Residential.Smart$aver·EE program has now demonstrated a·prospective TRC ofless than 1.0 
in a sixth consecutive DSM/EE rider proceeding, the Commission is of the opinion that it may be 
necessary in DEC's next DSM/EE rider proceeding to determine whether there are additional steps 
that can be taken to improve the cost effectiveness of the.pr~gram, or whether the program should 
be terminated. 

Based on the foregoing, the Commission detennines that no changes arc required to the 
Company's Residential Smart $aver EE program at this time. However, the Commission also finds 
and concludes that if.the program continues to demonstrate a prospective TRC result of less·than 
1.0 for the Vintage 2022 forecast, in DEC's,next DSM.IEE rider proceeding, the Commission will 
order DEC in that rider proceeding to terminate the program unless DEC can establish by 
substantial evidence that tht:re are additional modifications to the program that will improve the 
cost effectiveness of the program. 
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Non-Residential Smart $aver 

In his direct testimony, DEC witness Evans·indicated that two elements (measures) of the 
Non-Residenlial 'Smart $aver program-Food Service and Information Technology-are not cost 
effective. Witness Evans'testified, however, that it would not.be appropriate to discontinue these 
measures of the Non-Residential Smart $aver Program. He stated that these measures are 
"integraJ" for ensuring that a robust portfolio of prescriptive offerings is available for the 
Company's non-residential customers, and that these Food Service.and Infonnation Technology 
are merely measure categories within a much larger program. He explained that the TRC score for 
the prescriptive portion of the Non-Residential Smart $aver Program .is 2.05, and the TRC score 
for the Non-Residential Smart $aver Program as a whole is 1.71. (Id at 61-62.) 

Based on ·the foregoing, the Commission finds and concludes ,that the Company is not 
required to take any action with respect.to these two measures of the Non-Residential Smart $aver 
Program at this time. 

Conclusions 

Based upon the foregoing, the Commission concludes that for purposes of inclusion in 
Rider 12, except for'the lncome-Qualifiei::I EE and Weatheri.za"tion Program (which was not cost 
effective at the time of Commission approval), the Residential Smart $aver EE Program, which is 
continuing its transfonnation to an all referral charinel, and elements of the Non-Residential Smart 
$aver Program, the aggregate portfolio continues to be cost effective. Because the Commission is 
concerned that low income and multifamily·residences.continue to share in the benefits of energy 
efficient lighti11g, it declines to approve the.Public Staff's recommendation that it consider 0!11Y 
specialty LED lighting for recognition as energy efficiency in these proceedings. Instead, to sustain 
the benefit that low income-customers and multifamily residences obtain from A-line bulbs, the 
Commission directs the Company to continue to provide-A-line bulbs.to low income customers 
through its direct install Neighborhood Energy Saver program and to provide them through outlets 
such as Good Will, Dollar General, and Habitat stores. The Commission further approves the 
Company's proposal to continue replacing inefficient-lighting through its Multifamily-direct install 
program in instances where the Company is certain that inefficient lighting options are being 
replaced. The Company should continue to closely monitor the future. needs of low income and 
multifamily residences as independent EM&V studies for th~e programs detennine their 
saturatic;m with standard high efficiency-lighting. 

With respect to witness Williamson's recommendations concerning the GIP, the 
Commission finds and concludes that the potential impacts of the Company's proposed GIP on the 
cost effectiveness of the Company's DSM/EE programs warrants further examination. The 
Commission has received and reviewed voluminous evidence on GIP implementation in the 
pending general rate case in DoCket No. E-7 Sub 1214, especially through the direct and rebuttal 
testimony of Jay W. Oliver (rebuttal testimony filed March 4, 2020). Additional status reporting 
in the DSM/EE docket will only-duplicate reporting done-in other proceedings and complicate the 
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already-extensive reporting requirements in the DSM/EE proceedings. As witness Evans proposed, 
the more·effective method for conveying GIP impacts·on the DSM/EE portfolio for purposes of 
the DSM/EE rider proceedings is through EM&V reporting protocoJs·that are already submitted 
in these proceedings. 

With respect to the question of whether the additional analyses recommended by witness 
Williamson will be_adequately covered by EM&V analyses, the Commission is not-persuaded that 
a-yearly analysis of any impacts on cost effectiveness will be essential to evaluating the Company's 
DSM/EE: portfolio during each yeai's rider proceeding, and concludes that the existing EM&V 
reporting protocol is sufficient. The Commission further concludes that some information 
concerning the status of its GIP illitiatives and their effects on DSM/EE programs could be helpful 
in its DSM/EE rider proceedings and, therefore, finds that. the Company shall in the next .rider 
proceeding (1) explain how the Company will distinguish peak demand and energy savings 
bctweerr GIP and DSM and EE prograrnsj and (2) provide a list of GIP projects that.have been 
implemented and explain how those projects have affected· the performance of the Company's 
DSM/EE portfolio, if at all. Requiring DEC to perform an analysis explaining how GIP will affect 
the performance of individual DSM/EE programs and their ability to produce peak demand and 
energy savings, and filethe,report with the Golllmission ill the current docket by January 1, 2021 
is premature and not necessary at this time. 

The Commission recognizes that there is ·a distiriction between customers' rcce1vmg 
additional and more precise data about their energy usage·Jrom smart meters or from the smart 
meter usage ·app, which do not act as energy .efficiency programs, and participating in a utility 
p·rograrn, like MyHER, which·engages customers through normative comparison of their usage to 
that of their peers and empowers customers to act on that data. Therefore, the Commission declines 
to accept the Public Staff's request to direct the Company to reassess its successful MyHER 
program at this time. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT.NO. 10 

The evidence in support of this finding and conclusions can be found in the testimony and 
exhibits of DEC witness Evans and the.testimony of Public Staff witness Williamson. 

DEC witness Evans testified regarding thc_EM&V process, activities, and results·presented 
in this proceeding. He explained that the EMF component of Rider 12 incorporates actual customer 
participation and evaluated'load impacts determined thr6ugh EM&V and·applied pursuant to the 
EM&V Agreement approved by the Commission in its Order Approving DSM/EE Rider and 
Requiring Filing of Proposed Customer Notice, issued November 8, 201 l in Docket No. E-7, 
Sub 979 (EM&V Agreement). In addition, actual participation and evaluated load·impacts are used 
prospectively to update estimated NLR. (Tr., 68.) In this proceeding, the Cortipany submitted as 
exhibits to witness Evans' testimony detailed, completed EM&V reports or updates for the 
following programs: Income-Qualified EE and Weatherization Program (Neighborhood Energy 
Saver) Program Evaluation Report, 2017 (Evans Exhibit A); My Home Energy Report Pi"ogram 
Evaluation, 2017-2018 (Evans Exhibit B); Power Share Program Evaluation, 2018 (Evans 
Exhibit C); Energy EffiCiency Education in Schools EVaJuation Report, 2017-2018 (Evans 
Exhibit D); Smart $aver Evaluation Report, 2016-2017 (Evans Exhibit E). (Id. at 55-56.) 
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In his testimony, PubiiC Staff witness Willi_amson testified that he had investigated and 
reviewed the EM& V reports filed in this proceeding, labeled as ·Evans Exhibits A through E, and 
that the reports should be coru;iclered complete .. (/d. at'264-68.). He further testified that he had 
confirmed that the Company's calculations had incorporated the verified savings of the· various 
EM&V reports. (Id at 269.) With respect'to Evans Exhibit A, which presented the evaluation of 
the perfonnance Of the Neighborhood Energy Saver (NBS) program, he stated that the results apply 
to program participation from June 30, 2018 through the end of the samplihg period associated 
with the-next evaluation. Witness Williamson further stat~d that the evaluato_r of the NBS program 
·used an engineering analysis that relied upon infonnation from other sources to detennine program 
savings, and so a billing analysis was. not done. Witness Williamson did not dispute that the 
engineering analysis was an· appropriate analytical approach for the NES program; however; he 
prefem:d a billing analysis. (Id. at 265-66.) 

Witness Williamson also raised an issue with respect to the net-to-gross ratio (NTGR). 
Again, he did·not dispute the use of the engineering analysis assuming an NTGR of 1.0, indicating 
that was standard practice .for income-qualified programs; however, he noted that lighting 
accounted for 38% of the program'S gross savings and that there had been significant changes i.n 
the lighting_market in recent years. WitnesS, Williamson found Evans Exhibit A acceplflble for 
purposes of verifying the NBS •program savings. He recommen~ed, however, that the next 
evaluation. of NES rely on a billing analysis for assessing the savings attributable to NES. He 
~ported that the Company agreed·to-initiate the next analysis very soon. (Id. at 265~66.) 

Witness Williamson also expressed concern about cases offering similar or identical 
measures aefoss multiple programs, but having-those measures .evaluated by different contractors 
using different asswnptions. Witness Williamson recommended that in the future DEC work to 
ensure that these measures be evaluated c1;msistently. Otherwise, the Company should justify the 
differences. Witness Williamson c9nciuded that the EM&V reparts filed ill this proceeding should 
be accepted as complete. (Id. at 268.) 

No,part:y contested.the EM&V information submittc;d by the Company. The Commission 
therefore finds that the EM&V reports filed_as Evans-Exhibits A, B,-c, D, and E are acceptable for 
purposes of this proceeding and should be considered complete for purposes of calculating 
program impacts. 

EVIDENCE AND CONCLUSION FOR FINDING OF FACT NO. II 

The evidence in support of this finding and conclusion can·be found in the Sub 938 Second 
Waiver Order, the Sub 1032 Order, the testimony of Company witnesses Miller and Evans, and 
the testimony of Public Staff witness Maness. The rate period and the scope of the EMF 
-components of Rider 12 are consistent with the Commission's rulings in the Sub 938 Second 
Waiver Order and the Sub 1032·Ordcr and are uncontested by any party. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 12-29 

The evidence in support.of these findings and conclusions can be found.in the Sub 831 
Order, Sub 831 Found Rev'enues Order, Sub 938 Waiver Order, Sub.938 Second Waiver Order, 
Sub 979 Order, Sub 1032 Ord_er, am;l.Sub 1130 Order, as well as in-the Company's Application, 
the direct and ·supplemental testimony and exhibits of Company witness Miller, the direct and 
rebuttal testimony and exhibits ofwitneSs Evans, the rebuttal testimony of Company witness Duff, 
the direct and ;mpplemental testimony and exhibits of Public Staff witnesses 'Maness and 
Williamson, and the direct testimony of PiJblic Staff witness Hinton. 

On February 25. 2020, DEC filed its Application seeking approval of Rider 12, which 
includes the fonnula for ·calculation of Rider EE,. as well as the proposed billing factors to be 
effective' for the 202 l, rate period. Company witness Miller testified that the meth_ods by which 
DEC has-calculated• its proposed Rider EE are consistent with' the Sub· 1032 Stipulation.and 'the 
Mechanism approved in the Sub 1032 Order, as reVised by.the Sub 1130 Order. {Tr. 19;) 

Witness Miller provided ah overview of the Mechanism, which is,designed to allow the 
Company to collect revenue equal to its incurred program costs1 for a rate period, plus a PPI based 
on shared savings achieved by tl1e Company's DSM and EE programs, and.to-recoverNLR for 
EE.programs only. (Id. at 19-23.) Witness Miller .explained that the PP! is calculated by 
multip1ying_the net-dollar savings.achieved by the system portfolio of DSM and EE programs by 
a factor of 11.5%. (Id. at 24.) The system amount of PPI is:then allocated to North Carofina retail 
cu_stomer classes to derive customer rates. (Jd. at 25.) Company witness Evans explained that the. 
calculation o[the-PPI is based on avoided cost savings,.net of program costs, achieved through the 
implementation of the.Company's DSM and.EE programs. (Id. at 10.:.1s.) 

According to witness Miller, the Company may recover NLRassociated with.a particular 
vintage for a maximum of36 months or the life of the measure, or until the implementation of new 
rates in a general rate case to the extent-that the new rates are set !o•recover NLR. Witness Miller 
testified that for the prospective components of Rider EE, NLR are estimated.by multiplying the 
portion of.the.Company's tariff rates that represents the recovery of fixed costs by the estimated 
North Carolina retail kilowatt (kW) and kWh reductions applicable to_: ·EE. programs by rate 
schedule, and reducing this amount by estimated found revenues. (Id. at 25'.) He further testified 
that,the fixed cost portion of the tariff rates is Calculated by deducting the recovery of fuel and 
.variable operation and maintenance costs from the iariff rate_s, and that the NLR totals for 
residentiaJ and nonreside·ntial-customers are·then reduced by Notth Carolina retail'found revenues 
computed using the weighted ·average· lost revenue rates foreach-customer·class. (Id.). For the· 
EMF components of·Rider EE, NLR are.calculated by multiplying the fixed cost-portion. of the 
tariff rates by the actual and verified North .Cai"olina· l"etail kW and kWh reductions-applicable to 
EE programs by rate.schedule, and reducing this amount by,actual found revenues. (Id: at 26:) 

t' Rule R8-68(b)O) defines ''program costs" as all reasoni:i!!le and prudent expenses expected to be incUJTed 
by the electric public utili_ty, during a rate period. for adopting and implementing new DS_M and EE measures 
previo_us)y approved pursuant to Rule R8-68, 
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Witness Miller also testified about ·.the impact of the Commission's Order' Accepting 
Stipulation, Deciding Conieste<Ussues, and Requiring Revenue Reduction, issued on June.22, 
2018in Docket No. E-7,'Sub I 146,.the Company's last base rate case. (Sub I I46•Order). In that 
Order, the Commission directed the Company to· m_aintain all of its·federal-exceSs deferre~l.income 
taxes reslllting from p_assage of the federi!l Tax Cuts and Jobs Act (TC!A),.ina reguh1tory liability 
account pending flow back of that liability to DEC's-ratepayers with interest. The Company is to 
file its.proposal.to flow back the exce~s deferred taxes by June 22, 2021, or in its next general rate 
case, whichever is.sooner. Witness Miller then confirmed that DEC intended to file a general raie 
case in 2019 .. At the.time DEC filed for EFJDSM Cost ~covery in Rider 11-, it W!}S·expccted that 
the-Commission would resolve the method to flow back EDIT to•customers during the planned 
2019 rate case, but the timing arid methodology -of·that anticipated flowbaek ·has yet .to be 
determined. Therefore, DEC incorporated a placeholder for the retuiTI of EDIT in •Rider 11 to 
mitigate potential overcollection. Witness·Miller explained that.for Rider l_l only, the'Company 
included a reduction of $10 million-to· Year 2020 lost revenues collected·from each Vintage 
2017,_ 2020. She reported that this will-be trued-up to actual EDIT impact on the lost revenue rate 
in the next DSM/EE rider-filing after an order is issued.in DEC's pending base rnte case, Docket 
No. E-7, Sub 1214. Witness Miller also testified that EDIT iesulting'from the TCJA has.not been 
incorporated in the calculation of net lost reyenues for ,year 2021. In.its pending general rate case, 
the Company has proposed that all .excess deferred taxes be returned to customers ·through a 
separate rider. Therefore,.acco~ing to witness Miller, there is no nee~ for a placehold~r in this 
proceeding. (Tr. 21,28.) 

Witness Evans described how,. in accordance with the Sub 831 Settlement, the 
Commission's.Sub 831 Found Revenues Order,.ahd the.Sub 1032 Stipulation, DEC reduces NLR' 
by net found.revenues. (Id. at 7.l;..72.),Additionally, h~ stated.that.the Company has continued the 
practice the Commission approved•in'its Order Approving DSM/EE Rider"and Requiring Filing-of 
Proposed Customer Notice issued on August 21, 2_015 in Docket No. E-7, Sub 1073,.for-purposes 
of .that proceeding, of ,reducing net found. revenues by the monetary impact (negative found 
revenues) caused by reductions in constimpt1on resulting from the Company's current ini!iative to 
replace Mercury Vaporlights with LED fixtures. (Id. at 72-73.) 

In each of its-annual rider filings, DEC perform~ ·an annual true-up process for the prior 
calendar year vintages. (Id. at 20.) The true-up·reflects actual participation.and verified ·EM&V 
results for the most recently completed vintage, applied in accordan9C with·thf:·EM&V Agreement. 
The Company expects 'that most EM&V will be a_vailable in the time fnune needed to true-up each 
vintage in the following calendar year. (Id. at··2L) If any EM&V results for a vintage aie not 
available in time for inclusion in DEC's annual rider filing, hoWev_er, then the Company Will make 
an appropriate adjustment in the next annual filing. (Id.) 

Under the Sub_ l032 Stipulation, as witness Miller explained, deferral'accounting may be 
used.for over and under recoveries of costs eligible for recovery through the anni.Jal DSM/EE rider. 
(Id. at 20.) The balance.in the deferral accounts, net_ of deferred income taxes, may ~ccrue·a return 
at the net-of-tax rate of return approved in the Company's.then most recentgeneml rate case. (Id. 
at 20-21.),Sh~ testified that the methodology used for the cal_culation of interest shall be the same 

·as that.-typically utiiized for the Company1s Existing bSM Program Rider proceedings .. Pursuant 
to.Commission Rule R8-6910(3), the Company will not accrue a return oil NLR Or the PPb(ld.) 
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Witness Miller testified that under the Sub 1032 Stipulation and the Sub 938 First Waiver 
Order, qualifying nonresidential customers may opt out of the DSM and/or-EE portion 9fRider EE 
during annual election periods. (id. at 28.) He stated that Rider EE.will be charged to all customers 
who liave riot elected to opt out during an enrollment period and who participate in-any vintage 
year of programs, and these customers will be subject to all true-up ·provisions of the approved. 
Rider EE for any vintage in which the customers participate. Witness Miller explained that the 
Mechanism affords an additional opportunity for participation whereby qualifying customers may 
opt in to.the Company!s EE and/or DSM programs during the first five:business days of March. 
(Id. at28.) Customers who elect to begin participating in the Company's DSM an_d/or EE programs 
during the special "opt.:.in· period" during March of each year will be retroactively billed the 
applicable Rider EE amounts back to January J, of the vintage year, such that they will pay the 
appropriate Rider EE amounts for the full rate period. (Id. at 28-29.) 

Witness Miller explained that the billing factors are computed separately for DSM and 
EE measures by dividing the revenue requirements for each customer class· (residential and 
nonresidential) by the forecasted sales for the rate period for the customer class. (id. at 22-23.) For 
nonresidential rates, lhe forecasted sales e;ic:clude the estimated sales to customers who have elected 
to ·opt out ·of paying Rider EE and lhe nonresidential billing factors are separately computed for 
each vintage. (Id. at 23;) 

Witness Miller testified·that program costs and incentives for EE programs targeted at retail 
residential customers across North Carolina and South-Carolina arc allocated to.the North-Carolina 
retail jurisdiction based on-the ratio of North Carolina retail kWh sales (grossed up for line losses} 
to total retail kWh sales (grossed up.for line losses), and then recovered only from Norl:h Carolina 
retail residential customers. (id.) Revenue requirements related to EE programs targeted at. retail 
non-residential customers. across North Carolina and South Carolina are allocated to the North 
Carolina retail jurisdiction based-on the ratio of North Carolina,retail kWh sales·(grossed up for 
line losses) to total retail kWh sales (grossed up for line. losses), and then recovered from only 
North Carolina retail non-residential customers. The portion of revenue requirements related to 
NLR is computed based on lhc kW and kWh savings of North Carolina retail customers. 
(Id. at 23-24.) 

For DSM programs, wilness Miller noted, the aggregated revenue requirement for all retail 
DSM programs targeted at both residential and non-residential customers across North Carolina 
and South Carolina is allocated to the North Carolina retail jurisdiction based on the North Carolina 
retail contribution to total retail peak demand. (id. at 24.) Both residential and non-r~sidential 
customer classes·are allocated a share of total system DSM revenue requirements based· on each 
group's contribution to total retail peak demand'. (Id.) 

Witness Miller further testified that the allocation factors used in DSM/EE EMF true-up 
calculations for each vintage are based on the Company's most recently filed Cost of Service 
studies at the time that the Rider EE filing incorporating the true-up is made. If there are subsequent 
true ups for a vintage, the allocation factors used will be the same as those used in the original 
DSM/EE EMF true-up calculations. (id. at 24.) 

653 



ELECTRIC - RA TE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

Witness Miller explained that DEC'calculates One integrated (prospective) DSM/EE rider 
and one integrated DSM/EE EMF rider for the residential' class, to be effective each rate period. 
(Id. at 21.) The integrated residential DSM/EE EMF rider includes an true-ups for each applicable 
vintage year. Given that qualifying non-resideritial customers can opt out of DSM and/or 
EE programs, DEC calculates separate DSM and-EE bi,lling factors for the non-residential class. 
Additionally, the non-residential DSM and EE EMF billing factors are determined separately for 
each applicable vintage year, so that the factors can be appropriately charged to non-residential 
customers based on their opt-in/out status and participation for each vintage year. (Id.) 

Prospedivc·Components of Rider 12 

Witness Miller ·testified _that Rider 12 consists of five prospective components: (I) .a 
prospective Vintage 2020 component designed to-collect program costs and the PPI for DEC's 
2020 vintage·of-DSM programs; -(2) a.prospective Vintage 2020 component- to collect program 
costs, the-PPJ, and the first year ofNLR for DEC's 2020 vintage or EE programs; (3) a prospective 
Vintage 2019 component designed to collect the second year of estimated NLR for DEC's 2019 
vintage of EE programs; (4) a prospective Vintage 2018 component designed to collect the third 
year of estimated NLR for DEC's 2018 vintage of EE-programs; and (5) a prospective Vintage 
2017 component designed to collect the fourth year of estimated lost revenues for DECs 2017 
vintage ofEE programs. (Tr. 22.) 

Pursuant to the Sub 938 SecOnd Waiver Order and the Sub 1032 Order, the rate period 
for the prospective- components of Rider 12 is- January 1, 2021 through December 31, ·2021. 
(Id. at 30.) 

The ·prospective revcni.Je· ·requirements for Vintage 2018 are determined separately for 
residentiaJ and non-residential -;:ustomer classes and are based on the fourth year or estimated NLR 
for the Company's Vintage 2018 EE programs. (Id. at 30-31.) The amounts are based·on estimated 
North Carolina retail kW and k_Wh reductions and the Company's rates.approved in DEC's most 
recent genera] rate case, Docket No. E-7, Sub 1146, w_hich became effective August I, 2018, 
adjusted as described above to recover only the fixed cost component. (Id. at 30.) Certain non
residential lost revenues associated with vintages through the test period January I, 2018 through 
December 31, 2018, of Docket No. E-7, Sub 1214 have been removed from the prospective period 
as or August l, 2020, assuming new base rates recover the new lost revenues associated with those 
specific kWh sales reductions. All amounts will be "trued up" pending -resolution of Docket 
No. E-7, Sub 1214 during the next EMF period. (Id) 

For Vintage 2019, the Company determined the estimated revenue requirements separately 
for residential and non-residcntiaJ customer classes and bases them on the third year or NLR for 
its Vintage 2019 EE programs. The amounts are based on estimated North Carolina retail kW and 
kWh reductions and DEC's rates approved in its most.recent geriera1 rate case, adjus_ted to recover 
only·the fixed cost component. Certain residential lost revenues through the-updated test period 
February 1, 2019 through January 31, 2020 ofDocket No. E-7, Sub 1214 have been removed from 
the prospective period as or August 1, 2020, assuming new base rates recover the net lost revenues 
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associated with those specific kWh sales reductions. AH amounts will be -trued- up pending 
resolution of Docket No. E-7, Sub 1214 during the next EMF period. (Id. at 30-31.) 

Witness Miller also ex.plained that the Company de!ermines _the estimated revenue 
requirements.for. Vintage 2020 separate]y for residential and non-residential customer class~s and 
bases them on the second year ofN"tR for its Vintage 2020-EE programs. The amounts are based 
on estimated North Carolina re~il kW and kWh reductions and DEC's rates ~pproved_ in its most 
recent ge_neral rate case, adjusted to only recover the fixed cost compo!lent. Certain residential lost 
revenues through-the updated test period-February 1, 2019. through.January 31, 2020 have been• 
removed from-the prospective period as of August 1, 2020, assi.µning new base rates will recover 
the net lost reyenues associated, wilh those specific kWh sales reductions. All amounts will be 
"triled-ufl" pending resolution cif Docket No. E-7, Sub 1214 during the n_ext EMF period. 
(id. at 32.) 

With-respect to Vintage 2021, witness Miller described lhe basis-for the rate period revenue 
requirements. She testified'that the estimated revenue requirements for-Vintage 2021.EE programs 
include program costs, PPl, and lhe first year of NLR detennined separately for residential and 
non-residential customer classes. The estimated revenue requirements for Vintage ·2021 
DSM programs include program costs· and PPL The program costs.and, shai'ed savings 'incentive 
are co111puted at the system level and allocated to North Carolina based, .on the. allocation 
methodologies described by witness Miller. The net-lost revenues· for EE programs are based on 
estimated N0rth Carolina retail kW and kWh reductions and the rates approved- in DEC's. most 
recent general rate case. (Id. at 30-32.) 

DEC witness Miller further testified about modifications to the calculation. of how much 
lost revenue is-ihcluded .. in the kWh,sales for the test period. She·recommended using the·same· 
methodology as used·to calculate how much fost revenue should be included in kWh sales for, the 
test period in the Commission?s November 29, 2018 Order Approving DSM/EE Rider and 
Requiring·(;ustomer Notice in-Docket No. E-2, Sub 1174. Because lhe twelve-month test period 
uses actual kWh sales, and participati_on in EE measures occurs throughout·the year; in any given 
twelve-month period, ·a full year of lost revenues is riot captured in test period kWh sales as· all 
measures were not in place at the beginning of the te_st period. Therefore, quantifying.the actual, 
incremental savings by month during that twelve-month rate case test period to calculate· the 
amount of lost revenues actually being reflected in the new base rates to be recovered from 
customers is appropriate. The difference between the annualized amowit of energy sav_ings and the 
actual amowit of energy savings should be recovered through the Company's. DSM/EE rider. 
(Id. al 30-31.) 

EMF·Components of-Rider 12 

Rider 12 includes the following EMF components: (I) a true up ,of Vintage 2016 lost 
revenues; (2) a true up,,()f Vintage 2017 lost revenues; (3) a-true-up of Vintage '2018 PPI, 
participation, and -lost revenues for DSM/EE programs based on additional EM& V results 
received; and (4) a lrue-up of Vintage 2019 program .costs, PPJ, and lost re:venues for 
DSM/EE programs .. (Tr. 22.) 
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Witness Miller testified that pursuant to the Sub 938 Second Waiver .Order and the 
Sub 1032-Order, the "test period" for the Vintage 2Q19 EMF component'is January I, 2019.lhrough 
December 31, 2019. As the Sub 938,Second Waiver-Order allows the EMF to cover multiple test 
periods, .the test period for the Vintage 2018 EMF component is January 1, 2018 through 
December 31, 2018;· the test p~riod .(or th~ Vintage .2017 EMF CO!J1ponent is. January 1, 2017 
through December 31, 2017; and the test period for the Vintage 2016 EMF coITlf)onellt is January 1, 
2016, through December31, 2016. (Id. at 33:) 

Witness Miller explained the updates' to .the Vintage_ 2019 estimate filed ii;:i '2018 that 
comprise·the Vintage 2019 EMF component of Rider 12. (Id. at 33.) Estimated participation for 
Vintage 2019 was updated-for actual participation for· the period January 2019 through 
December 2019. (Id. at 34.) Regarding NLR, estimated participation for the Year I Vintage 2019 
estimate assumed a January I, 2019 sign:.up date.and used a half.,.year convention, while-the NLR 
Year I Vihtage'2019 true up Was·updated for actual participati0n for the period January through 
December 2019 and actual 2019 lost revenue·ratcs. (Id. at 33.) Found revenues' for Year I of 
Vintage 2019 were trued up according to Commission approved'gUidelines. (Id. at"35.}To-reflect 
the results ofEM&V, Vintage 2019 estir'nat~d·avoided cost savings were updated pursuant to the 
EM&V Agreement. (Id. at 33;) Finally, while. the Vintage 2019 estimate included only the 
p~grams approved piior to the filing 6fthe·esti_r'nated Vintage··2019 revenue requirement, the 
Viritage 2019,true up was-updated for new programs and pilots approv~d and implemented during 
Vintage 2019. (Id. at 33.) For DSM programs, the Vintage 2019 true up reflects.the actual quantity 
of demand reduction.~apli.bility for the.Vintage 2019 period. (Id. at 34;) 

Actual Year I (2019) NLR for Vintage 2019 were calculated using actual kW and kWh 
savings by North Carolina retail participants by custc;,mer class in 2019, based on actual 
participation and load impacts applied,acc0rding to tlrn EM&V Agreement. (/d.,at 35;) The rates 
applied to the kW and. kWh savings are those in effect for 2019, reduced by fuel and variable 
operation costs. (Id.) NLR. were then offset by actual found -revenues for Year 1 NLR of 
Vintage 2019. (Id. at 35.) NLR were calculated by rate schedule within the residential and 
non-residential customer classes. (/d.) 

Witness Miller also described the bllSis,for,the Vintage 2018 EMF.component ofRider-12. 
(Id. at 35.) She explained .that avoide<I costs and NLR for Vintage 20 I 8 EE.programs' were true<! 
up based on updated EM&V participation results ·and the impacts of DEC'S· recent rate- case, 
Docket No. E-7, Sub 1146.(ld. at 35.) A voided costs for Vintage 2018 DSM programs were trued 
up to update participation results, (Id;) She eXplained that the actual kW and kWh savings were as 
experienced during the period January I, 2018 through December 31, 2018. (Id.) The rates app.lied 
to the kW and kWh· savings are the retail rates that were 'in effect during-each period the lost 
revenues were earned, reduced by fuel ancj other variable costs. (Id! at 35'.) 

Witness Miller explained-the basis for the Vintage 2017 :EMF component of Rider _12. (Jd;) 
She explained that all years were trued,up based on updated EM&V results. (Id. at 35.) She 
explained that the actual kW and kWh savings were as experienced during,the period January 1, 
2017 through December 31, 2017 .. (ld.) The rates applied to the kW and kWh savings are the retail 
rates that were in effect during each period the lost revenues were earned, reduced by· fuel and 
other variable costs. (Id. at.36.) Witness Miller's supplemental testimony and exhibits r~flected 
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EMF billing factors for Rider 12 of 0.1011 cenls per kWh for a.II North Carolina retail residential 
customers, (0.0001) cents per kWh for Vintage 2016 DSM.participants, 0.0193 cents per kWh for 
Vintage 2016 EE participants, 0.0000 per kWh for Vintage 2017 DSM participants, 0.0342 cents 
per kWh for Vintage 2017 EE participants, (0.0014) cents per kWh for Vintage 2018 DSM 
participants, (0.0049) cents per kWh· for Vintage 2018 EE participants, 0.0019 cents per kWh for 
Vintage 2019 DSM participants and (0.0225) cents per kWh for Vintage 2019 EE participants. 

Public Staff Review of Company Rider 12 Calculations 

As discussed above, Public StalT witness Williamson filed testimony in this proceeding 
discussing EM&V and cost effectiveness issues related to future DSM/EE proceedings for the 
Company. None of these topics and issues necessitates an adjustment to the Company's billing 
factor calculations. Public Stnffwitness Maness testified that his investigation of DEC's filing in 
this proceeding focused on whether the Company's proposed DSM/EE billing factors were 
ealculated in accordance with the Sub 1032 Stipulation, the Sub 1130 Order, and the Mechanism 
and whether they otherwise adhered to sound ratcmaking concepts and principles. (Tr., 323.) 
Except for the items discussed below, witness Maness testified that he believes that the Company 
has calculated the Rider 12 billing factors in a manner consistent with N.C.G.S. § 62-133.9, 
Commission Rule R8-69, the Sub 1032 Stipulation, the Sub 1130 Order, the Mechanism, and other 
relevant Commission orders. (Id. at 324.) 

Witness Maness testified that as part of its investigation in this proceeding the Public StalT 
perfonncd a review of the DSM/EE.program costs incurred by DEC during the 12-month period 
ended December 31, 2019. To accomplish this, the Public Staff selected and reviewed a sample 
of source documentation for test year costs included by the Company for recovery through the 
DSM/EE riders. Review of this sample is intended to test whether the costs included by the 
Company in the DSM/EE riders are valid costs of approved DSM and EE programs. As of the date 
of the filing of the Public Staffs testimony, this program cost audit was still underway. (Id. at 
323.) Witness Maness noted in his testimony that if any issues or necessary adjustments are found 
during the completion of this process, the Public Stnffwould file supplemental infonnation in this 
proceeding. (Id. at 324.) 

Witness Maness further noted the following with respect to the Public Stnfrs investigation: 

• Review of Vintage year 2019 Program Costs - The Public Starrs review of the 
selected sample items from the 2019 DSM/EE program costs resulted in one 
exception related to certain adjustments that the Company made to its 
DSM/EE program costs in last year's DSM/EE rider proceeding, Docket No. E-7, 
Stib 1192. In that proceeding, the Company and the Public Staff made adjustments 
to the program costs included 'in the calculation or Rider 11 to incorporate certain 
credits to Vintage Year 2018 North Carolina retail program costs that were not 
actually recorded in the Company's general ledger until 2019. Thus, to calculate 
Vintage Year 2019, North Carolina retail prog·ram costs for purposes of Rider 12 
to be set in this proceeding, the Company rightly undertook to reverse the credits 
recorded in the general ledger in 2019 that were already reflected in the Rider 11 
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calculalion. Witness Maness reported, however, that during its investigation in this 
case, the Public Staff determined that the Company had inadvertently qijculatcd a 
greater reversal than it should have, thus overstating North Carolina retail Vintage 
Year 2019 program _costs by approximately $725,000. The Company agreed with 
the adjustment., and subsequently incorporated it into witness Miller's 
Supplemental Testimony and Exhibits, which·also incorporated three supplemental 
Evan's exhibits. (Id at 324-26.) 

• Return on Deferred Program Costs and Interest.on Over·Recoveries -As stated in 
past proceedings, the Public Staff reserves the right. to raise the issue of the 
appropriate interest rate on over recoveries of utility incentives in the future 
proceedings. (Id at 326.) 

Witness Maness also included two adjustments in his testimony. He concluded the 
adjustments he recommended should be incorporated into the DSM/EE billing factors, and that 
these factors should be approved subject to any true-ups in future cost recovery proceedings 
consistent with the Sub I 032 Settlement, the Sub 1130 Order, and the Revised Mechanism, as wf:11 
as other relevant orders, including the Commission's final order in this proceeding. (Id. at 328-29.) 

Application of Reserve Margin to Avoided Capacity Costs 

Public Staff witness Hinton testified that, for the first time, the Company is proposing in 
this proceeding-to increase the value of the demand reduction benefits from EE programs by 17% 
by including a 17% reserve margin adder in the calculation of avoided capacity costs. Witness 
Hinton explained that in DEC's Integrated Resource Plan (IRP), DEC reduces its peak load by the 
amount of the demand reduction from EE programs, which DEC considers to be a demand-side 
resource, as shown in the Load, Capacity, and Reserve (LCR) Tal;>les i_ncluded in DEC's IRP. He 
acknowledged the Company's argument that since it increases the amount of supply-side resources 
required to meet the projected peak load by a 17% reserve rilargin, a similar reserve margin 
adjustment would be appropriate for demand-side r~sourccs, but ultimately, witness Hinton was 
not persuaded that a 1'7% reserve margin adder to the avoided capacity cost is appropriate. He used 
a table to illustrate his opposition to this addition showing that DEC projects generating reserves 
of3,591 MW, fora reserve margin of 19.3%. Witness Hinton then stated that if DEC had 100 MW 
more EE during this year, the load forecast would be reduced by I 00 MW, which increases the 
reserve margin to 3,691 MW, or 20.0%. 

Further, witness Hinton pointed out that under DEC's premise, a 100 MW load reduction 
from EE should reduce DEC1s existing generating capacity by 1-19 MW to maintain its reserve 
margin, thereby equating the value to customers of 100 MW of demand-side EE programs to 119 
MW of supply-side resources, which is logical from an IRP planning perspective. (Tr. at 206-08.) 
However, he ·questioned whether this is the appropriate value of a ·MW of load reduction to 
customers for ratemaking purposes and· argued that it would be unfair to customers to force them 
to pay 17% more for the same amount of demanQ reduction from a demand-side resource. (Id. at 
208.) In other words, witness Hinton pointed out that the weakness in DEC's argument is the 
inequity of asking customers to pay 17% more for the same MW reduction from an EE program 
versus from a DSM program. Again, witness Hinton acknowledged lhat DEC has a theoretical 
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basis from ,a planning standpoint, but he:described it as deficient from a ratemaking standpoint. 
(Id. at 209.) 

Witness Hinton further disagreed with inc]uding the 17% reserve margin adder for 
EE programs because 'it is inconsistent with the methodology for calculating avoided costs that 
was approved by the Commission in lhe most recent biennial avoided cost proceeding, Docket 
No. E-100, Sub 158 (Sub 158). He cited previous testimony where he endorsed using 
PURPA-based avoided costs to link the savings and financial incentives afforded the Company for 
its DSM/EE programs with the rates it pays to QFs for avoided energy and avoided capacity. (Id. 
at 211-12~) However, he believes that the proposed reserve· margin adjuslment diverges too far 
from what the Commission approved in the Sub 158 proceeding. He expressed concern that this 
is not the ·appropriate proceeding to evaluate such a significant change, rather. in his opinion, such 
a change should be addressed in the next mechanism review. He. further stated in response to 
questions from the Commission that if the Commission were persuaded to add a reserve margin 
adder, he agreed with witness Duff's·"back-up plan" of netting out the reserve margin adjustment 
(Tr. at 292.) 

The revenue impact of Witness ·Hinton's removal of the reserve margin adder on the 
calculation of the PPI would be a reduction of $618,791. (Id. at 213.) 

Company witness Duff testified that applyirig a reserve margin factor to detcm1ine the 
avoided cost.value.associated with the Company's EE programs for vintage 2021 is appropriate. 
Because EE. is treated as a load reduction in the IRP, rather than as a load serving resource, it 
should have a 17% reserve margin factor applied to it just as it.would be appropriate to apply a 
17% planning reserve margin factor to an- increase in system load. Witness Duff testified that 
because of every kW of load red1,1Ction that comes from EE? the Company does not need to plan 
for the I. I ?kW of capacity required to serve that load. (Id. at 119.) 

C9mpany witness Duff also clarified several assertions in witness Hinton's testimony. 
First, he clarified that witness Hinton's statement that ·the re.!1ervc. margin was applied by the 
Company to all the MW reductions (demand redilction benefits) associated with the Company's 
EE programs beginning with vintage year 2021 by explaining that the Company had applied the 
adjustment to avoided capacity benefits but not'to avoided transmission and distribution benefits. 
Next, witness Duff explained that witness Hinton's _testimony and table did not accurately reflect 
DEC's proposal and position. The Company proposes to use the 17% reserve margin, in which 
case the I 00 MW load reduction example.from witness Hinton's testimony would yield a 117 MW 
reduction in generating capacity needs, not the 119 MW shown in witness Hinton's table. 
(Id. at 120-21.) 

Witness Duff further testified·that DEC'S customers will benefit from DEC's proposal. He 
disputed 'that witness Hinton's assertion that customers will not realize. the claimed value of the 
reserve margin adjustment. He explained that although the 2019 IRP shows DEC's actual reserve 
margin is greater than 17% in the near tem1, there is no.reason to assume that there is no capacity 
value to building EE resources several years before the in-service date of a new generating unit. 
The majority of EE measures in DEC's vintage 2021 portfolio have a life more than six years, 
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whi~h is _about the time that,the DEC'S 2019 IRP demo~trates the ne.ed for. new combustion 
turbine generation. Therefore, those EE measures with longer lives directly contribute peak load 
and reserve margin saVings during and after the.in-service date Of the next planned gene(ating W1it. 
Witness Duff noted that even witness Hinton !lCkrtowledged that customers will ultimately benefit 
froai the 100 MW ofload reduction'due to an-EE program an~ recognized it was 1ikely that in the 
future supply-side resources will be below th~ 17.% margin and customers would see the value of 
the 100 MW of added de!lland reduction from,EE programs. Because EE-programs are built one 
cus~omer or measure at a t_ime, it typically takes several years.to build a significant am~mnt of peak 
load.savings from EE customers. Therefore, witness Duff concluded, EE implementation needs 
to begin well in advance of the date it is needed. (Id at 121.) 

Witness Duff aJso disputed-witness· Hinton's contention that the PAF used- in calculating 
the Company's avoided co~t rates appropriately reflects ·a reserve inargin and not Simply an 
effective forced _outage rate. Even if it reflected a reserve margin, witn~ Duff ,testifi~ an 
:appropriate adjustment would not be to remove the adjustment, but instead to apply a 11.429% 
adder to the Avoided Capacity vaJue for EE programs in-order to factor in a 5% PAF·to reflect a 
total 17% reserve margin. (Id. at 123.) .Upon questions-from the Commission, witness Dufffurth~r 
ex.plained that a1though the P AF had initially .been tho_ught of as a reserve margin adjustment; it is 
now a reflection of the effective forced outage rate associated with capacity. (Id at 168-69.) 
AdditionaJly, witness Duff.testified that, contnuy to witness Hinton~s assertion that the·Company 
had not previously applied a reserve margin factor in its analysis of EE programs, prior to-merger 
of Duke Energy'Corporation and Progress Energy, lite., 0uke Energy Progress, LLC (DEP)used 
the Strategist model cost-CffectiVenw tool, ,and tha_t tool modeled a reserve margin factor 
associated wiih capacity savings from energy. efficiency. (Id. at 177 .) 

Seasonal 'Allocation 

Public Staff witness Hinton expresSed concern about the Company's use of' seasonal 
all6catfon factors for "legacy" DSM programs. He stated that DEC distinguished between "legacy" 
and "incremental" DSM pl"Ograms in the evaluation,of its DSM portfolio and cost-effectiveness, 
and that DEC maintains that its legacy DSM programs should continue to be valued using a 100% 
sLirrimer seasonal aJlocation weighting. (Jd. at 213-14.) 

Witness Hinton agreed that the·-Company is winter planning, and he agreed with the 
Company'S treatment of its incremental DSM programs with respect to··the seasonaJ allocation 
weightings, but he did not agree with the Company's treatment oflegacy DSM programs. Because 
the Company is now winter planning, he concluded that the vaJue of summer DSM is dimiriished 
for resource planning purposes in. tennS: of a capacity resource at the expected time of peak and 
the dollar per kW,associated with the demand ~uctions. (Id. at216.) Therefore, he recommended 
that the Commission direct the Company to treat its, legacy DSM programs as it,had treated its 
incremental DSM programs. (Id at 216.) 

Witness Hinton testified his recommendation would provide "added motivation" to the 
Company to find·ways to reduce.winter peak. Although aware that the Company had already begun 
such an investigation, he l,elieved that his proposed method applying 10% seasonaJ·capacity vaJue 

660 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

to ·-legacy DSM programs would appropriately direct the ,company .to emphasize progr.uns that 
focus on reducing load for the winter season, as it would increase the incentives for reducing 
growth of.winter peak.·demandS. (Id. at 217.) 

Witness.Hinton said his recommendation would not result in the DSM programs causing 
legacy DSM programs to fail cost-effectiveness tests. These programs remain cost-effective in part 
due to-the significant.role of avoided transmission and.distribution (T&D) cost, which provide 
aJmost the same tieheficial value as 100%,Qfthe avoided capacity ~ost. (ld. at 222:) 

Company witness Duff opposed witness. Hinton's recommendations in his rebuttal 
testimony. First. witness Duff testified that consistent with the agreement .with the·Public,_ Staff in 
E-7, Sub 1130, DEC-used .the peaker method. He disagreed with witness Hinton's assertion that 
the Company had· acted •inconsistently with the Commission's order in Sub-1130 by not applying 
the 10% seasonal aJlocation factor to the avoided cost .associated· with DEC's legacy 
DSM programs. (Id at I06.;.07 .) DEC was slirprised by the Public Staff's position on Docket 
No. E-7, Sub 1130; because DEC·did not believe that the revisions·to the Sub 1130 Agreement 
amended how the Company calculated the avoided capacity costs used to evaluate existing 
programs approved by the Commission that were .part of the Company's existing p0rtfol_io of 
programs. (Id. at l07.) Witness Duff explained that to recognize the growing·need for winter 
capacity and encourage EE ahd DSM programs that will provide winter capacity savings, the 
Company voluntarily applied .the 90% win_ter 10% sum~er seasom;ll allocation-approved in th_e 
m()St recent Avoided Cost Proceeding'tO Vintage 2021, In addition to encouraging winter DSM, 
witness Duff believed that-this approach aligned-better with the way new QFs receive capacity 
vaJue from. the fast avo_ided cost proceedi_ng. (ki.' at 109.) Witness Duff point~d-out that this 
approach, is conSistent with how new' QF capacity is treated in the Commission's· Notice of 
Decision an_d April"15, 2020 Order Estal;>liShing-Standard'Rates arid Contract Terms for QuaJifying 
Facilities in Docket No. E~I00, Sub- 158 (Sub 158 Order). He stated the ·Commission 
acknowledged that the Currently high solar penetrations in Ill.Ike's service territory will 
have different -impacts of summer versus winter loads net of solar contribution in the, past. 
(id. at 108-09.) 

Witness Duff acknowledged that neither the Company llor the Public Staff had previously 
·raised an argument about the seasonal aJlocation that the Commission approved in Docket' 
No. E-l00, Sub 148,_ but ihe·Company .. raised. it in this proceeding for.the reasons· he discussed. 
Witness Duff highlighted that just as the .C0mmisSion did ·not rt_!troactively. apply its Sub 158 
seasonal allocaticin factors to QFs that had previously established .p_ower purchase agreements 
(PPAs) at avoided cost rates that were ·approved' based on past prevailing circumstances, the 
Company did not retroactively apply the Seasonal allocations approved in Sub 158 to legacy 
DSM programs. (Id. at 110-111.) 

Witness Duff also testified that the Company's treatment of legacy DSM programs was 
consistent with the Commission's order·in the 2018 DSM/EE proceeding in DoCket No. E-7, 
Sub 1164. In that proceeding, the Public Staff recommended that the Commission·assjgn zeros to 
capacity for legacy DSM programs.until the first year of need.as shown in·the-Company's IRP, 
based•on the Commission'.s Order ih the then preceding avoided cost-case, Docket No. E-100; 
Sub 148, and House Bill 589's recent amendments to N.C.G.S. § ,62-l56(b)(3). The Company 
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opposed this recommendation, arguing that its DSM programs had been established over a number 
of years and were a· useful resource. Additionally, the Company had argued that legacy 
DSM programs.should be treated as QFS that-established legally enforceable obligations prior to 
November 15, 2016, in accord with the conclusions of the Commission and House Bill 589, which 
did not retroactively apply to those QFs. (/d at 112.) 

Witness Duff also explained that from an· integrate_d re.Source planning (IRP) standpoint 
DEC's legacy DSM programs were viewed as.a "dispatchable resource that is available,for. the 
entire fifteen-year planning period." (Id. at 113.) He noted this DSM resource has the flexibility to 
dispatch any time throughout the day depending on the net load on th~ system after accounting for 
the. must-take solar output on the grid. Power Manager is available to dispatch into the evening 
hours when net load is high and solar output is diminished, a circumstance known as the "duck 
curve." Conversely, he indicated that; if solar is lost due to midaftemoon cloud cover, demand 
response can• be used to make up for diminished irrndiance. As an IRP resource, both existing 
AC demand response and ·existing solar resourc_es are oriented toward summer .peak demancl. 
reduction, helping to meet customer peak demand in the·swnmer. The capacity value from these 
resources is at least in part the reason incremental resource decisions are now geared toward winter 
peak demand needs. (Id.) 

Witness Duff countered witnes~ Hinton's contentions about applying the 10% summer 
allocation to DEC's legacy DSM. First, he explained that witness Hinton's argument that DEC's 
DSM programs were short lived was erroneous. He agreed that the Company recognizes a one-year 
measure life, but he noted that that was a function of the cost-recovery.method·DEC uses to recover 
its DSM/EE costs. Although DEC recognizes a one-year measure life, a legacy DSM resource has 
been built overtime and has a term of implicit contract with customers. According to witness Duff, 
this more closely resembles the life.of a load control switch than it.does a one-year measure life. 
(Id. at 114.) He further explained that DEC':S-legacy DSM programs have<! 1 % annual net attrition 
rate after factoring 'in that most new custorriers ~oving into a home where the prior resident was a_ 
DSM participating customer choose to continue participation in the DSM program. He cited the 
Public Staff's previous acknowledgment that the DSM programs in.the DEC IRP were "stable and 
expected to continue for the foreseeable future." (Id. at 114.) 

Witness Duff next disputed witness Hinton's contention that· the capacity value of the 
legacy summer DSM resources has changed because of changes.in the Company's _system lambda. 
He explained that changes in the Company's system lambdas could just as easily be explained by 
the milder 2017-19 summers. when compared to the summer of 2016; where summer 
DSM programs were activated a significant number of times: (Id. at 115.) He stated that his cursory 
examination of historical-temperatures indicated that the summer.of 2016 was much-hotter than 
nonnaJ. Moreover, the full vaJue of a summer DSM resource is realized during,extreme weather 
days when the abi_iity to dispatch a summer DSM program provid~ peak load reduction that is less 
expensive to customers than starting and running-more expensive peaking-generation. (Id. at 116.) 
The value'to customers is having the capacity available-when it is needed. (Id. at 148.) 

Witness Duff said that the Public Staff's recommended approach was not necessary to 
better encourage the Company to promote winter-fot;used DSM and EE programs. The Company 
is aJready investigating winter DSM programs with the Collaborative and has adjusted its seasonal 
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allocations for new and incremental programs to encourage winter-focused DSM. (Id. at 149:) 
Witness Duff testified, however, that if the Commission changes seasonal,allocations in the-next 
avoided cost-proceeding and then applies those changes retr_oactively, it' can inake planning those 
winter DSM programs "exceedingly hard" bccaµse it would be changing the resource that the 
CompaJ].y had -planned with a certain value. This could adversely impact cost-effectiveness. as 
well. (Id. at 163, 117.) Witness Duff cautionecl"that, although he agreed .that witness Hinton's 
assertion that his recommendation would not result in the legacy DSM programs becoming 
non-cost effective for Vintage Year 2021, recognizing only I 0% of the.avoided capacity value on 
legacy DSM results in the majority of the avoided costs associated with the legacy resource coming 
from avoided T&D. Because the Commission has required avoided T&D rates to be·studied and 
updated prior to 2022, the continued cost-effectiveness of these programs is uncertain,.particularly 
if there is a drop in these T&D values. Witness Duff cited the Commission's order in ,Docket 
No. E-7, Sub 1164, where the Commission stated that 8Ssigriing a zero-capacity value to 
DSM programs would under-value the contributions of those programs and send lhe wrong pricing 
signal. Based on that order, he concluded that" it logically follows that assigning a 10% value for 
avoided capacity to an existing summer DSM resource would undervalue the value of this capacity 
resource. (Id. at 118.) 

Finally, wilness Duff noted that witness Maness• testimony-that the Public Staff's proposed 
reduction to the PPI of $5,093,947 ·was based on an erroneous data request response from the 
Compariy. The Company had notified·the Public Slaff of the error, but the correction had not been 
incorporated into witness Maness's testimony. The corrected amount of the Public SlafT's 
proposed reduction is $3,624,753. (Id. at 119.) 

Supplemental Adjustments 

In her supplemental testimony and exhibits, Company witness Miller updated the lost 
revenue of Vintages 2018, 2019, and 2021 becallse the Company's internal review process 
detennined an EM&V update was necessary. The update resulted-in a decrease of($34,729) to lost 
revenue. Witness Miller's supplemental testimony and exhibits alSo reflected adjustments' to 
Vintage 2019 program costs resulting from the Public S4tfT's.program cost audit and the inclusion 
of Vintage 2016 lost revenues due to an inadvertent omission of exhibits from the original filing. 
Company witness Miller explained that correcting the error discovered during the Public Staff's 
audit resulted in a reduction of system level program cost expenses in the amount of $992,045.69 
and an increase in the PPI of $83,560. Witness Miller also testified that the •Company had 
detennined that Vintagt:; 2016 had been inadvertently excludecj, from the original Rider 12 'filihg. 
According to witness Miller, non.:residential lost rcvenues·associated with the test period (twelve 
months ending December 31, 2016) of the Company's general rate case proceeding in Docket 
No. E-7, Sub 1146 were adjusted based on specific enrollment dates, and a portion of these lost 
revenues were removed from the prospective period as of August 1, 2018 and included in base• 
rates. The remaining portion of the lost revenues should have been included in calendar year 2019 
for Vintage 2016. Witness Miller testified no changes were made to residential lost revenue or the 
non-residential Vintage 2016 DSM calculations. She· further ·testified that the 2016 revenues 
collected have been incorporated- in the exhibits, and that any applicable interest has been 
calculated. (Tr., 41-43) 

663 

. ' •,, ·_., 1 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

The changes described by witn~ss Miller irt her supplemental testimony impacted the 
following proposed rates: the residential EMF rate, non-residential Vintage Year EE 2016 EMF 
rate, non-~siden~al Vintage Year DSM 2016 EMF rate, and the non-residential Vintage Year 
DSM 2019 EMF rate. These updates were reflected on Supplemental Miller Exhibits 1-4; 
Supplemental Miller Exhibits 6-7; and Supplemental Evans Exhibits 1-3: (Id. at 42-44.) 

Additionally, in her Supplemental Testimony, .witness Miller requested approval of the 
following_annual billing adjustments, on·a cents per kWh basi~ with regulatory fee included: 

-Residential Billing Factors 
Residential Billing Factor for Rider 12 Prospective 
ComponenlS 

Residential Billing Factor for Rider 12 EMF Components 

Non-Residential Billing Fat.ton for Rider 
12 Prospective Componcol!i 

Vintage 2018 EE Participant 

Vintage 2019 EE Participant 

Vintage 2020 EE Participant 

Vintage 2021 EE Participant 

Vintage 2021 DSM Participaflt 

Non-Residential ~illing Factors EMF,Co~poncnt 

Vintage 2019 EE Participant 

Vintage7019 DSM Participant 

Vintage 2018 EE Participant 

Vintage 2018 DSM Participant 

Vintage 2017 EE Participant 

Vintage 2017 DSM Participant 

Vintage 2016 Participant 

Vintage 2016 Participant 

(Id. at 44-45.) 

664 

¢/kWh 
0.4184 

0.1011 

¢/kWh 

0.0137 

,0.0687 

0.0612 

0.3522 

0.1200 

¢/kWh 

(0.0225) 

0.0019 

(0.0049) 

(0.0014) 

0.0342 

0.0000 

0.0193 

(0.0001) 
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Public Staff witness Maness filed supplemental testimony on June 8,.2020, in which he 
state~ that'the Public Staff had completed its two-year review o.f test year-program costs.and other 
than the items mentioned in his direct testimony and adjusted by the Company in its supplemental 
,testimony, had found no material difference between the program costs as filed by the Company 
and reflected in the supporting documentation examined. (Jd. at 340.) 

Conclusions,on Calculations of Rider EE 

Based on the foregoing, the Commission finds and concludes that the components of 
Rider 12 are consistent with the Commission'.s-findings and conclusions herein, as well.as the 
Commission's findings and conclusions .as set forth in the -Sub 1032 .Stipulation and the 
Mechanism approved in the Sub, 1032 Order,.as revised by the Sub I 130 Order. The Commission 
approves the·Company'S calculation of the DSM/EE rates for Vintage 2021 as reflected 41 the 
suf)plemental testimony and exhibits of DEC witness Miller, ,with- the exception of the impact.of 
the 17% reserve margin adder on EE.programs. 

Reserve Margin Conclusions 

With respcet to the Company's application of the reserve margin adder-to the calculatioh 
of avoided capacity .costs associated with EE prrigrains;- the Commission concludes that there is 
indeed a theoretical basis .for such an adjustment, .as noted by witness Hinton. (Tr. 209.). The 
Commission notes that EE is treated as a load resource in the Corilpany's·IRP .µid agrees that with 
every kW of load' reduc~ion that coi:nes from E_E, the amount-of load serving capacity for which 
the Company must plan is reduced.by more than one kW. However, exactly-how much the.reserve 
margin adjustmeri_t should be is not supported by: subStantiaJ evidenCe in 'this· dockel The 
Commission concludes thut, for purposes of ·caiculating the avoided capacity cost benefits for 
DSM/EE programs, deviation from the approved methodology for calculating the avoided capacity 
costs that fonn,the basis for rates_paid to QFs is appropriate.and that this matter should_be studied 
by the Collaboratiye. Therefore, the' Commission directs the parties to endeavor to identify an 
appropriate reserve margin.adjustment to be used for EE ,programs-in future proceedings. 

Se~_sonal Allocation. Conclusions, 

The Commission approves th~ Company's proposed use of the ·seasonal allocation 
weightings to new,. incrclTlental DSM. programs, and does_ not appr9ve the Public Staff's 
recommendation to extend those seasonaJ allocation weightings to DEC's legacy DSM programs. 
The Comrriission agrees· that the Company's distinction. between legacy DSM (the capacity 
,reso_urce that has been built from -historic and planned DSM programs or the amount of 
DSM capacity in the Company's 2018 IRP forecast~ a load serving re~ource) and,incrementa_l or 
new DSM capacity (the capacity resources that are built from new participaticin in DSM programs 
that were not factored' into the· Company's IRP as a load serving resource) is, appropriate for 
PUIJlOSes ofthiS.proceeding; The Co_mmission further concludes that the Company's applying the 
10% surnmer·and 90% winter seasonal allocation factor to the avoided·capacity·cost associated 
with itS new, incremental bSM program for estimating program cost effectiveness arid the 
Company's projected PPI are·consistent with the method approved in.Docket No. E-7, Sub 1130. 
Although the Commission recognizes that lhe Sub 1130 Agreement does not-expressly-coinpel the 
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Company to apply the seasonal allocationwC:ightings and that neither the Company nor the Public 
St11ffhas previously included them in their caJculations, the Company's application of the seasonaJ 
aJlocation weighting is wholly consistent with the intent of the Sub 1130 Agreement, which directs 
that the PPI and any PPI true-up will be derived from the underlying resource plan, production 
cost model, cost inputs that generated the avoided capacity, and avoided energy credits reflected 
in 'the m0st recent Avoided' Cost Proceeding. The issue of seasonal allocation was litigated and 
decided in the Commission's conclusions in the Sub 1~8 Order. See e.g. Notice of Decision, 
Docket No. E-IOO, Sub 158 at 8; and Sub 158 Order at Finding of Fact Nos. 6 and 7 and at 17-29. 
Therefore, the Company's adoption of the seasonal aJlocation weightings in ·the present 
DSM/EE proceeding is consistent with the Sub 1130 Agreement, as it- reflects the most recent 
biennial detennination of avoided cost rates for electric utility purchases. 

The Commission additionally finds that the Company's adoption of the recently approved 
seasonal allocation,of avoided capacity values for new incremental programs is aJso consistent 
with the Sub 158 Order directive to the Company to'·"place additional.emphasis on-defining and 
implementing cost-effective DSM programs that will be available to respond to winter demands." 
Sub 158 Order at 28-29. Before this proceeding,_ winter DSM programs had zero c~pacity value 
assigned to them for cost-effectiveness and PPI calculations. (Tr., 155.).Accordingly, and as DEC 
witness Duff responded to Presiding Commissioner Brown-Bland's inquiry, in order to recognize 
the growing need -for winter capacity. and to encourage EE and DSM programs that will provide 
winter capacity savings, the Company applied the seasonal weighting for future capacity needs of 
90% in the winter and 10% in the summer to encourage_ the development and specific promotion 
of new EE and DSM programs that provide winter capacity savings. The Commission does not 
conclude that applying the 10% se.asonaJ weighting to existing DSM programs is necessary or 
appropriate for the Company to turn its focus at this time to winter-oriented DSM programs. 

Although the PURP A method contemplates treating legacy DSM/EE programs as legacy 
QFs are treated•for purposes o(applying Avoided Cost Proceeding conclusions prospectively, it 
docs not mandate that the Comrriission view the value of dem!lfld. response capacity the same as 
the va!Lie of capacity from a QF. The Commission has previously rejected equating QF capacity 
and DSM capacity in its Order Approving DSM/EE Rider and Requidng Filing of Customer 
Notice, Docket No. E-7, Sub 1164, issued Sept. 1 I, 2018 (Sub 1164 Order). In that docket, the 
Public Staff contended that because the Commission had approved the use of zero for capacity 
costs in years where the Company did not show a need for capacity to calculate avoided cost rates 
for new·and incremental QFs in Docket No. E-100, Sub 148, the·Mechanism compell,ed DEC to 
likewise apply zeros to its calculation of avoided c;:apacity costs for purposes of calculating the PPI 
and·cost-effectiveness in DSM/EE proceedings. The Commission, however, recognized that DSM 
provides a capacity value to Customers that is different from that provided by QFs. The 
Commission concluded in the Sub 1164 Order that "eValuating the conlributions that 
DSM/EE measures make to a utility avoiding future capacity needs to detennine cost-effectiveness 
is inherently different than the evaJuation taken to determine the capacity,costs·avoided through 
the purchase ofelectric output from a QF." Sub 1164 Order at 44. It logically follows that assigning 
a 10% value-for avoided capacity to an existing DSM resource, as the Public Staff urges in this 
case, would also undervalue:this capacity resource. 
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The Commission· further concludes that DEC's legacy DSM programs,. should not be 
treated a~ new or incremental. The evidence at the hearing showed that, DEC's DSM programs 
included in the IRP block are stable and-expected to continue for the-foreseeable futu_re. (Tr., 114.) 
From a system planning perspective, the peak M:W capability of the.DSM programs is included .in 
all 15 years·ofthe IRP. (Id. at l13, 172-73.) In other words, the legacy DSM programs are view~d 
as a-dispatchable resource that is available for the entire 15-year IRP planning-horizon; (Id at .t 14.) 
As an IRP resource, both existing demand response-and existing solar QF resourc_es are oriented 
toward summer peak demand reduction, helping.fo meet customer peak demand in the·summer. 
The.capacity value from these:resources is at leasUn part why incremental resource decisions are 
now geared toward winter peak demand-tleeds. (ld at 113.) This does not mean that the existing 
summer-oriented resources have less value, but recognizes that incremental additions to those 
,resources, Whether they are solar or DSM, would have.diminiShed incremental value. 

The. Commission also agrees that although DEC adopted a one-year measure life for 
DSM programs for cost-recovery purposes· (DEC does· not amortize for ·cost. tecovery purposes 
under N.C.G.S. § 62-133.9), this does not mean,thai.legacy DSM programs should be treated as 
incremental. The Commission notes that DEP,. which recovers ·it<; DSM/EE costs differently, 
recognizes 25 years of peak reduction impacts ,at the point a new customer signs up for DSM. 
(Tr., I 14.).The recognized measure life ties to the switch life,. which is 25 years a (Jd- at 142.) As 
with DEC,.the Commission approved new seasonal allocation weightings for DEP in,Sub 158 as 
well - 100%.winter. If the Commissi9n applied the.Public-Staff's argument to DEP, it would ·lead 
to the illogical conclusion of retroactive application of zero Value se"asonal allocation weighting~ 
for a DSM'resource that has already been deemed used and useful for a 25-year life. 

The Commission is also not persuaded that•DEC~S.legacy summer DSM programs should 
have the 10% seasonal allocation weighting because DEC has had fewer activations of them in the 
past foi.Jr years. As witness Duff testified, that decrease in activations could, just as -e~ily be 
explained by the milder 2017-19 summers when compared to the summer of 2016, when summer 
DSM programs were activated a significant number of times. Witness Duff stated that his cursory 
examination- of historical temperatures.Jndicated that the summer of 2016 was much hotter than 
nonnal. No party contested witness Duffs testimony in this-regard. Moreover, the full value ofa 
summer DSM resource occµrs during extreme weather days where the ability-to dispatch a summer 
DSM program provides peak load reduction that-is less expensive to-customers than-starting and 
running a more·expenslve peaking generation. (Id. at 115-116.) In this respect, existing summer 
DSM ·capacity provides ·a reliable value:'to customers. Thus, legacy DSM·capa~ity should not-be 
valued the same as incremental, new QF capacity. 

The Commission also concludes that the Public Staff's approach to legacy DSM programs 
makes them less cost effective and changes preexisting methods of valuing legacy DSM programs. 
Although the Public Staffs approach does not result in the Company's· legacy DSM programs 
being not- cost effective for Vintage 2021, the approach does have .potential adverse long-tenn 
impacts on this important legacy summer resource. With only- IO% of the avoided capacity value 
being recognized under the Public StafPs approach, most ofthe·avoided cost<; associated•with this 
legacy resource.come froin avoided T&D value. The Commission has required the-avoided T&D 
rates to be·studied and .updated prior to 2022. If T&D costs decrease, it would further imperil-the 
cost-effectiveness of these programs. Given that uncertainty, the Public Staff's approach 
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jeopardizes the cost-effectiveness of these programs, and thereby potentially jeopardizes their 
continuation. Building back a DSM resource after it has-become non-cost-effective takes time. (Id. 
at 164, 191.) Although avoided T&D costs may increase rather than decrease, this does not mitigate 
the Commission's concern about the continued Cost effectiveness of these programs. As witness 
DuffJ)ointed' out, the,.general trends of avoided costs have been downward. (Id. at 190.) 

The Commission is also concerned that the Public Staff's position would impede the 
Company's ability to effectively plan DSM programs, especially winter DSM programs. ·By 
applying the 90% seasonal allocation weighting to new, incremental EE ~d DSM winter programs 
and particiJ)ation, the <;ompany has complied with the Commission's direction in Sub 158 to 
·develop winter oriented DSM and EE programs. (Id, at 116, 155.) The Company has already 
started to discuss these types of programs within the Collaboi'ative. However, if seasonal allocation 
weightings applications change.every two·years and are applied retroactive_Iy to legacy DSM and 
EE, planriing for those resources-Would be complicated and difficult. (Id. at 163;) The Commission 
has indicated that it will revisit seasonal allocations in future avoided cost proceedings. (Id.) 
Therefore, under the Public Staffs proposed method, as the Company builds it~ winter 
DSM resources, it has no Certainty, based on the·Variables listed above, that seasonal allocations 
will not shift' in the fllture or that T&D avoided costs may will not decrease. Adopting the Public 
Stafrs approach, therefore, potentially undennines the .Jong-tenn viability of winter 
DSM programs. 

Finally, the· Commission agrees _that legacy DSM programs are a desirable resource 
mandated by the State. Senate· Bill J was enacted in 2007 "to promote the development of 
renewable energy and energy efficiency through the implementation of a Renewable Energy and 
Energy Efficiency Portfolio Standard (REPS)." N.C:G.S. § 62-2(10). The enactment of REPS 
required each electric public utility in the State·to meet increasing percentages of its energy needs 
each year through EE measures. N.C.G.S. '§ 62-13~.8. Finally, Senate Bill 3 provided that the 
utilities shall be compensated for their DSM/EE, efforts and allowed awarding .of incentives, 
including rewards based upon shared savings and avoided costs aChieved by DSM/EE measures. 
N.C.G.S. § 62-133.9. Therefore, inasmuc_h as the Public-Staff's seasonal allocation method would 
reduce the Company's incentive, the Commission finds the, method inconsistent with North 
Carolina policy. Accordingly, the Commission· approves the CoQ1pany's seasonal 
allocation methodology. 

The Commission understands the -Public Staff's,,concems about the· s_ignificance •of the 
Mechanism in setting expectations on hoW the Company recovers its program costs, NLR,· and 
PPL The Mechanism refe_rs to the most recent avoided 9ost case as a guide to h_ow the Company 
calculates its ·cost effectiveness for programs. However; because the Commission biennially 
establishes avoided cost rates based on the-regulatqry and economic circumstances present every 
two years, avoided cost methodologies may change from time.to time.Therefore, to account for 
interim changes in the economic and regulatory circumstances reflected_ in the -biennial avoided 
cost •proceedings, the Commission directs the Company in future DSM/EE proceedings to 
specificafly address 'in its direct testimony whether it has,altered its methodology for cafculating 
avoi4ed,energy and capacity costs from the previous proceeding, and, if it has, to identify how the 
most recent avoided cost case justifies that change. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 30-31 

The evidence inisupport ofthese,findings and conclusions can be found in the testimony 
of DEC witness Evans and NC Justice Center, et al., witness Bradley-Wright. 

Company witness.Evans described the Collaborative's activities since the June l l,'2019 
hearing in the previous EE/DSM rider docket. He stated that the Collaborative continued to meet 
bimonthly for forrnaJ meetings in July, .Septem_ber, and November-of last year and in Januruy of 
2020. Betwecn·the meeting~. interested stakeholders joined conference calls in June, September, 
October and February, and informal meetings were held in July and November to focus on certain 
agend?, items or priorities that could not be explored fully·in-the formal meetings. Witness Evans 
stated that such meetings and calls would-c6ntinue similarly through 2020 as well. (fr., 76-77 .) 

Witness Evans also described how members of the Collaborative participated and provided 
input to the Company. He noted ,that the Company had begun to bring program ideas to the 
Collaborative during the,research phase before all ·assumptions are decided so that.members can 
m·eaningfully contribute to proposal~ for new programs or modification_s to. existing· o_nes. 
(Id. at77:) Alth_ough,the Collaborative sometimes explores ideas that do not result in new or 
modi"fied ·programs, witness· Evans asserted that the lively" and-diverse collaborative discussions 
,could lead to discovering new ideas; (Id.} Additio!].ally, witness Evans testified that a Collaborative 
member had·pointed th_e Company-to tax credits th.at-had benefitted low-income customers. The 
Collaborativ~ had alSo identified· other programs for low-and midQ!e-income customers, 
manufactured homes, and renters. Witness.Evans indicated.that the Company looked forward to 
working with the Collaborative on these opportunities. Finally, witness Evans testified that in 
response to some who had expressecta desire for.a standard reporting-protocol, the Company is 
developing a new structure for reporting DEC's and DEP's program performance metric to the 
Collaborative. (ld. at78-79.) 

Company witness EVans also testified that opt outs by qualifying industrial and-commerc~al 
customers have'had a negative _effect on·the Company's overall non-residential impacts. (Id. at 73.) 
For Vintage 2019, 4;962 eligible· customer accounts opted ollt of participating in DEC's 
non-residen_tial portfolio of E~· programs, and 5,537 eligible' customer accounts. opted out of 
participating in the Companfs non-residential DSM programs. (ld. at 72.) During 2019, 
however, 11 opt-out eligible customers Opted into the EE portion of the, Rider, and 28 opt-out 
eligible customers opted into the DSM portion·ofthe Rider. Witness Evans explained that because 
the Company does not participate in its.customers' economic benefit analyses or decision-making 
processes, providing a reason for the increase in opt-outs is difficult. The Company believes, 
however, that its non-residential customers are economically savvy,and may be best equipped at 
determining tJie economic benefit Of participating .in the Company's· DSM/EE programs. 
A~cording to witness Evans; this knowledge, coupled with ,the increases to·Rider EE'S rates, inay 
be leading to the increase in·eligible customer opt-Outs. (Jd.'at 74.) 

Witness Evans stated'that to reduce opt outs, the Company continues to evaluate and revise 
its non-residential portfolio-of programs to, accommodate new technologl_es_; eliminate. product 
gaps~ remove barriers to participation, and make its programs more attractive to opt-Out eligible 
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customers. (Id. at 73.) It also continues to leverage its Large Account Management Team to make 
sure customers are informed about produ_ct offerings'.,ahd their ability to·opt into the Company's 
DSM'ancl/or EE offerings during the March opt-in window. (Id. at 74-75.) 

NC Justice Center, et al., witn_e~s Bradley-Wright gave DEC "high marks" for its 
DSM/EE performance and' testified that DEC continues to· be ·a regional leader for EE in "the 
SoutheasL (Id; at 351.) He noted th1;1,t for'theJwo previous years the Company-has exceeded a one 
percent savitigs mark. Witness B'radley-Wright reported that in 2019, DEC- delivered 
794.9 gigawatt.;.hours_ (GWh) of.efficiency savings at the·m(?ter, equal to 0.98%-ofthe previous 
)'eats retail sales, reflecting a 2% decline in incremental savings from 2018. (Id at 355.) Savings 
from low-income efficiency programs were 30% ·higher than in 2018, hOwever. 
Witness Bradley-Wright.also noted that a fµrther 10% decline in savings·was projected for202l. 
(Id. at356-361.) 

To address the projecte~ decline in savings, witness Bradley,-Wright. made several 
recommendatio_ns. First, he recommended that the Commission. direct the .Company to provide 
specific documentatioff explaining any projected decline· in savings in the future and how the 
Company intends to prevent such declines ·in future DSM/EE pr99eedirigs. (Id. at 363.) Witness 
Bradley-Wright ·next recommended that the Commission endorse the goal of achieving, higher 
savings for, low:income customers, supported by.increased·bucjgets. He testified.that the Company 
should submit a plan to the Commission to both increase low income efficiency savings levels 
overall and deiiver efficiency .savings to customers who struggle with high energy burdens. 
(14. at 366.67.) Witness Bradley-Wright also recommended that the Commission include.energy 
efficiency in the state's response tO .the·· cOronavirus pandemic. To th~t. end; he urged ·the 
Commission to direct the Company to preserit a plail to increase efficiency assistance to customers 
suffering from.the currenf'economic downturn and.to.address the program ·deliv.ery challenges 
resulting from the coronavirus,pi!J1demic. (Id ·at 367.) 

With respect to the Collaborative, witness Bradley-Wright described the progress·of the 
Collaborative over the past year. Witness Bradley,.Wrigh_t focused on the,work.to exparul<energy 
efficiency savings to low income customers. He further discussed that portion of the Commissiori's 
2019 order wherein -the.Commission conclud~-that it would b~ helpful.to have the Collaborative 
examine,the reasons for the COmpany's forecasted savings decline and how to prevent the decline 
in future proceedings. He.further recommended that the members of the Coll_aborative work with 
Company representatives t6·prepare a report before the next DSM/EE recovery rider proceeding. 
(Id. at 367a372.) 

W_itness Bradley.;Wright-concluded his testimony by adcti"essing a nllmber of,poli9y and 
regulatory matters relating •to DEC's energy savings achievements and efforts to cut carbon 
emissions in NoJ1h Carolina. Included in that discussion were integrated Ji;source planning, 
DSM/EE program applications, rate cases and performance incentive m·ec_ha:Iiism review. 
(Id. at 380-392.) 

In his rebuttal testimony, DEC witness Evans responded to witness Bradley-Wright's· 
testimony regarding the Coll3borative. He disputed what he· believed was· ,Witness 
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Bradley-Wright's implication that DEC's projected decline in savings was a result of a lack of 
effort Rather, witness·-Evans explained, the projected decline reflected market conditions· and 
projected participation. Witness Evans confiimed that the Company continues to seek 
opportunities for new and improved programs. Witness Evans also cautioned against setting higher 
savings projections to indicate the Corilpany aspires to higher achieved savings, According to 
witness Evans, projections are used to set rates; therefore, the Company is conservative in its 
projections to avoid raiSitlg rates and- over collecting from customers. The. projections; witness 
Evans noteQ,; ar·c not a cap on savings. (Id. at 84-86.) 

Witness Evans testified that because lhe Company had launched a corporate strategy to 
address the needs_ of customers during the pandemic, a stiategy specific, to EE programs was not 
necessary. The corporate plan included a moratorium on disconnections and suspension of 
reconnection fees. Additionally, the Duke Foundation prQvidcd financial support for food bank!ji 
and agencies to provide bill assistance. Although the Company has had to.suspend programs that 
require in-home consultations, it has updated its custoriler cornmiinications with more tips about 
working from home. Consequently, witness Evans concluded a specific EE plan was not necessary. 
(Id. at 85-86.), 

Witness Evans opposed NC Justice Center; et al., witness Bradley-Wright's 
recommendation that the Commission request a report directly froin the Collaborative. He n6ted 
that-the.Collaborative was· fonned by the Commission in· Docket No. E-7, Sub 831 as an advisory 
group to provide "an important forum for Duke-to receive input from· a variety of stakeh61ders." 
Witness Evans opined that. if any of the <=:ollaborative.mf?mbers want' to communicate with the 
Commission, they can do so;through future interventions, and-that assigning a written,report for 
members of the Collaborative to complete is not necesiary when organizations have chosen hot to 
intervene. (Id. at 86.) 

Conclusions 

The Commission has folly reviewed the.issues raised and recommendations made by NC 
Justice Center, et al., witness Bradley-Wright, and concludes the following: 

(1) The forecasted decline in DEC's DSM/EE savings in ·2021 is a matter of 
concern. Consequently, the Collaborative should examine the reasons for the forecasted 
decline and cohtinue. exploring options for preventing or correcting a decline in future 
DSM/EE savings. 

(2) The Collaborative_ should contjnue to place emphasis on developing 
EE programs to assist low income customers in saving energy and to lessen their 
energy burdens. 

(3) While the Company should focus on developing EE programs to assist low 
income custcimers to save. energy, the Commission is not persuaded that the Coronavirus 
pandemic necessitates requiring DEC to file a plan to increase efficiency assistance; 
however, the Commission ca_lls upon DEC to continue efforts to benefit its customers 
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in the form .of lessened energy burdens and report on those efforts in its 2021 DSM/EE 
rider application. 

(4) In lieu ofa report from the Collaborative as urged by NC Justice Center, et 
al., the Company should continue reportillgon-Collaborative activities in-its testimony filed 
in these·proceedings. In addition, other parties are encouraged to,address Collaborative 
actiVities through future interventions. 

IT IS, THEREFORE, ORDERED as follows: 

1. That with the exception of-billing·-factors impacted by the ~isallowa9ce of DEC's 
proposed 17% reserve margin.adder, the Commission hereby approves the calculation of Rider 
EE as filed by DEC and.revised in the Supplemental Testimony and·Exhibits of Carolyn T. Miller, 
and the resulting billing factors,as set forth in Supplemental Miller Exhibit 1, to go into effect for 
the-rate period January 1, 2021 through Dec_ember 31, 2021, subject to appropriate true ups in 
future cosi recovery proceedings consistent-with the Sub 1032 Order, the Sub 1130 Order, and 
other relevant orders of the Commission; 

2. That DEC shall work with the Public Staff to calculate the impacted billing factors 
.withoµt DEC's proposed 17% reserve margin adder, and prepare a proposed Notice to Customers 
of the revised rate changes to be appro_ved herein. Within 30 days from the date of this Order, the 
Company shall file for Comniission-approval of said revised billing fa:Ctors and a proposed Notice 
to Customers, along with DEC's proposed time for sending the customer notice; 

3. That DEC and the Collaborative participants shall give particular attention to the 
four directives stated by the Commission in thiS Order; and DEC shall include-in its 2021 DSM/EE 
rider application a report on the progress made in satisfying the directives; and 

4. That the combined DEC/DEP Collaborative shall continue to meet every 
other month. 

ISSUED BY ORDER OF THE'COMM!SSION. 
This the l lth,day of December, 2020. 

NORTH CAROLINA UT!LITIES COMMISSION 
Joann R. Snyder, Deputy Clerk 
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DOCKET NO. E-7, SUB 1231 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Duke Energy Carolinas, LLC, ) ORDER APPROVING CPRE RIDER 

AND CPRE PROGRAM 
COMPLIANCE REPORT 

for Approval of CPRE Cost Recovery Rider ) 
Pursuant to N.C.G.S. § 62-110.8 and ) 
Commission Rule R8-7-1 ) 

HEARD: 

BEFORE: 

Tuesday, June 9, 2020,,at 9:30 a.m., in Commissi()n Hearing Room 2115, Dobbs 
Building, 430 North:Salisbury Street, Raleigh, North,Carolina 

Tuesday, June 9,.2020, at I :00 p.m., remotely via WebEx 

CommissionerKimberly W. Du_ffiey, Presiding; Chair Charlotte A. Mitchell; and 
Commissioners ToNola D. Brown-Bland, Lyons Gray, Daniel G. Clodfelter, 
Jeffrey A. Hughes,.Fl_oyd· B. McKjssick, Ji. 

APPEARANCES: 

For Duke.Energy Carolinas, LLC: 

Jack Jirak, Associate General Coul1.sel,_ Duke Energy Corporation, NCRH 20/ 
P.O. Box 1551, Raleigh, North Cariilin'a2760_2-1551 

F0r Carolinas lndu_strial'Group for Fair Utility Rates III (CIGFUR): 

warren K. Hicks, Bailey.& Dixon, LLP, 434 Fayetteville Street, Suite 2500, 
Raleigh; North Carolina 27601 

For North Carolina Sustainable Energy Association (NCSEA): 

Benjamin Smith,. Regulatory Counsel, 4600 Six Forks Road, St.iite 300, Raleigh, 
North Carolina 27609 

For the Us_ing and Consuming Public: 

Lay_la Cummings and Tim Dodge, Public 'Staff-North Carolina Utilities 
Commission, 4326"Mail Service Center; Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: North Carolina General Statutes Section .62-110.S(g) and 
Commis§ion Rule R8-7-l require the Cominission to conduct an annual proceeding to review cost~ 
incurred,or·anticipated to·be incurred by·an eleclric public utility to comply with the-Competitive 
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Procurement of Renewable Energy (CPRE) Program pursuant to N.C.G.S. § 62-110.8 and an 
anriual compliance feport·filed bfthe,_electric public utility·pursuant to Rule R8-7l(h). 

On February 25, .2020, Duke Energy Carolinas, LLC (DEC or Company), filed an 
application pursuant to N.C.G.S. § ·62-110;8 and ;Commission Rule RS-71 for Approval of 
CPRE Compliance Report and CPRE ·Cost Recovery Rider, along with. the· direct ·testimony and 
exhibits of Bryan L..Sykes, Rates and ReguJatory Manager, and Phillip H. Cathcart, Compliance 
Manager with the.Business &.Compliance Department. 

On March, 17, 2020, the Commission issued an Order Scheduling Hearing, Requiring Filing 
of Testimony,- Establishing Discovery Gtiideiines, and Requiring Public Notice 'in which the 
Commission set this matter for hearing; established deadliries for the submission of intervention 
petitions, intervenor testimony, and DEC.rebuttal ~estim_ony; required the,provision of appropriate 
public notice; and mandated compliance with certain discovery guidelines. 

Petitions to intervene were filed.by CIGFUR on-March_ 19, 2020; by NCSEAon March 23, 
2020;.and by CUCA on May 8, 2020. The Commission granted CIGFUR's petition·.to intervene 
on March 23, 2020, NCSEA's petition to intervene on March 24, 2020, and CUCA's petition to 
intervene on May 12, 2020. The- intervention of the Public Staff is recognized pursuant to 
N.C.G .. S. § 67-15(d) and Commission RuleRl-19(e). 

On May 15, 2020, DEC filed.the supplemental testimony and exhibits ofWittleSSes,Sykes 
and Cathcart. The.supplemental testimony of witness Sykes,presented revised ~tes reflecting the 
impacts related to four updates to numbers presented-in his direct exhibits and workpapers, which 
resulted in. lower customer rates for. the billing pc;:riod. The supplemental ·testimony of witness 
Cathcart included the DEC CPRE Compliance Report for calendar year 2019 as Cathcart Revised 
ExhibitNo. I. 

On May 18, 2020, the Public Staff filed the testiinony of Michael C. Mailess, Director of 
the Public :Staff Accounting Division, and Jeff Thomas, an engineer in the Publi_c Staff 
Electric Division. 

On May·28, 2020, DEC filed the rebuttal testimony of Bryan L. Sykes. 

·On May 29, 2020, the Commission issued an Order Scheduling Remote Hearings for 
Expert Witness Testimony due.to the COVID.:19 panderilic. All parties subsequently filed Consent 
to remote hearings. 

On June 2, 2_020, DEC filed a motion-to excu_se all Company and Public Staffwitness~s. 

On June 4, 2020, .the Commission issued• an Order Granting Motion to Excuse Witnesses 
to.excuse the DEC and Public Staff witnesses from appearing at the expert witness hearing and to 
allow the introduction'into evidence-of the prefiled testimony and exhibits of eaCh witness at the 
evidentiary ,hearing. 
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On JWie 5, 2020, and June 25, 2020; DEC filed.uffidavits of publication indicating that the 
public notice had been provided in accordance with the Commission's procedural order. 

The case came on for hearing as_scheduled on June 9, 2020. The ~pplication, pr~filed direct 
and.supplemental testimonies, and workpapers and exhibits of DEC's witnesses·and the.testimony 
of the Public StafPSwitnesseS were received into evidenc~"No other party,presented witnesses·oi' 
exhibits,,and.no·public witnesses,appeared at the.hearing. 

On June 25, 2020, the Commission-issued a notice requiring that briefs and proposed orders 
be filed by July 24, 2020. 

On July 24, 2020, DEC and the Public Staff filed a joint proposed order. DEC and the 
Public-Staff also both filed separate or additional findings of fact on _the isslie of cost allocation 
among thejurisdictions. 

Based upon the Company's verified application, the testimony, w_orkpapers and-e_xhibit_s 
received into evidence at the ·hearing, and the record. as a whole,. the Commission makes 
thefolfowillg 

FINDINGS.OF FACT 

I. DEC is duly-organized·as a limited liability company ex.istirtg under the.Jaws of-the 
State· of'North Carolina; is erlgaged in the business of developing; generating, transmitting, 
dislributing, and selling electric- power to the public in- North Carolina; and is subject to 'the 
jurisdiction of the Commission as a public Utility. DEC is lawfully ~fore this Commission-based 
upon itJ; application .filed .pursuant to N;C.G.S .. § 62-110.8 and Commission Rule RS-71. 

2. The test- period _for ·purp_oses of this proceeding is the 29 months ended 
December 31, 2019 (test period). The billing period for this proceeding is the 12-month. period 
'beginn_ing Sep,ember-1, 2020, and ending August '31, 2021. 

3; In its application and its,direCt and supplemental testimoriy (inc_luding wcirkpapers 
and ·exhibits) in thi~ proceeding, DEC requested recovery of $1,138,297 of test period charges 
incurred to implement the ·CPRE· Program. There were no purchased or generated power costs 
during the test period. ·The test period charges requested by DEC were used to detennine its 
proposed Experience· Modification Factor (EMF) rider and consisted solely of CPRE -Program 
implementation costs experienced during the test period. DEC allocated I ()0% :of the 
i_mplementation charges to the Nortlr Carolina retail jurisdiction. 'Since this was the first 
CPREProgram rider filing made to comply with N.C.G.S. § 62-110.8 and Commission 
Rule RS 71, the full amount of test period charges was un4er-recovered. 

4. The Company's implementation charges for the test period were reasQn-ably and 
prudently incurred. 
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5. It is reasonable and appropriate to allocate system-level implementation costs to 
the North Carolina retail, -Sou¢ Cai-olina retail, and wholesale jurisdictions for p1;1rposes of 
calculating .the rates for the Rider CPRE billing period and CPRE EMF test period rather than 
directly assigning, 100% of the· system-lev'el. CPRE Program implementation costs to North 
Carolina retail customers. 

6. The North Caro_li_na retail test period sales, -~djusted- for customer growth and 
weather, for use in calculating the EMF are 58,622,538 ·MWh. The adjusted North Carolina retail 
customer class MWh sales are as follows: 

N.C. Retail Customer Class 
Residential 
General Service/Lighting 
Industrial 
Totnl 

Adjusted MWh Sales 
22,444,481 
23,688,549 
12,489,508 
58,622,538 

7. In its_ application and its direct and-supplemerital testimony (including exhibits) in 
this proceeding, DEC requested a total increase of $3,114,986, on a North Carolina retaifbasis, of 
billing period charges anticipated to be incurred for purehased and generaled power arid ongoing 
implementation costs. 

8. The North Carolina retail jurisdictional allocation factors related to the capacity and 
energy components of purc_Jiased and generated power costs anticipated to be incurred during the 
billing period in this proceeding are.67.55% and 66.02%, respectively. The capacity component is 
based on 2019 peak demand. and the energy component is·based on projected billing period sales. 
Tiie North Carolina retail class·allocation factors related to the capacity and energy components of 
purchased and generated power costs anticipated to be incurred during the billing period in this 
proceeding are based on peak demand and projected billing period kWh sales for each class, 
respectively. The-North Carolina retail class allocation factors related-to implementation charges 
anticipated.to be incurred during the _billing period and actually incurred during the.test-year {for 
purposes of calculating the EMF) are based on a composite rate calculated as the weighted average 
of the capaci!)' arid energy components of purchased and generated power. 

9. The projeeted billing period sales for use in this proceeding are 58,460,089 MWh 
on a North Carolina retail basis. The·projected billing period North·Carolina retail customer class 
MWh sales are as follows: 

N.C. Retail Customer Class 
Residential 
General Service/Lighting 
Industrial 
Total 

Adjusted MWh Sales 
22,067,951 
23,951,115 
12,441,023 
58,460,089 

10. DEC's experienced North COTolina retail under-recovery .of costs for the extended 
initial test period, or EMF period, the 29-month period starting August 1, 2017, and ending 
December 31, 2019; amounts to $'i54,459, excluding the regulatory fee, as set forth on Maness 
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Exhibit _l. DEC under-recovered its CPRE EMF costs for the extended initial test period by 
$294,856 for the-Residential class, $305,678 for the General Service/Lighting cl~ss, and $153,926 
for.the Industrial ·clas~. 

11. The appropriate.monthly CPRE EMF raies to be·charged-to.customers are 0.0013 
cents.per kWh for the Residential class, 0.0013 cents per kWh for the General Service/Lighting 
class,- and 0.0012 cents per kWh for the Industrial class, excluding_ the regulatory foe. 

12. The appropriate North Carolina retail prospective billing period expenses, as 
adjusted-and set forth on Maness Exhibit I, ani.ount~d to a total of$2,985,320; The <lppropri_ate 
prospective billing_period expenses for use-in this proceeding are $1,166,715 for the Residential 
class, $1,209,536 for the General Service/Lighting class, and $609,069 for the Industrial class. 

13. The approRriate monthly prospective CPRE Rider rates to be charged to customers 
are 0.0054 cents· per kWh for the Residential class, 0.0051 cents per kWh for the General 
Service/Lighting class, and 0.0049 cents per kWh for 'the Industrial class, excluding the 
regulatory fee. 

14. The appropriate-Combined monthly EMF aild CPRE Rider rates to be collected 
dtiring the billing period are 0:0067 cents per kWh for the Residential class, 0.0064-cents per kWh 
for- the General Service/Lighting class, and 0.0061 cents per kWh for the-Industrial-.class, excluding 
the regµlatory fee. 

15. The increase in costs the Company proposes to recover with its proposed ·EMF and 
CPRE Riders is within the limit established-in N.C.G.s·: § 62-110.8. 

16. DEC is reasonably and pruderitly implementing the CPRE Program requirements 
ofN.C.G.S. § 62-110.8. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 1 

This finding of fact is essential!)' infonnational, procedural, and jurisdictional in nature and 
is uncontroverted. 

EVIDENCE AND CONCbUSIONS FOR FINDING OF FACT NO. 2 

The evidence for this finding of fact is contained in the testimony and,exhibits of Company. 
witnesses Sykes: and Cathcart. 

Witness Sykes testified,,that N.C.G:S. § 62-110.8 provides that an electric public utility 
shall be-authorized to recover the costs of all purchases of energy, capacity, and environmental 
and renewable attributes from ·third-party renewable.energy facilities and to recover the authorized 
revenue· of any utility-owned assets that are procured through an annual rider approved b)' the 
Commission and_- reviewed annually. Commission Rule R8-71 prescribes that unless otherwise 
ordered by the Commission, the test:period for each electric public utility shall be the same as its 
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test period for purposes of Rule R8.:.55. The test period for purposes of Rule R8-55 is the 12 months 
ending, December 31. Witness Sykes· testified that for the purposes· of this proceeding, DEC's 
proposed rider includes both an EMF component to recover DEC's costs incurred'during the test 
period as wel! as a component to collect costs fotecasted to be incurred• during the prospective 
12-month period over which the-proposed Rider CPRE will be i1_1 efTeCt. 

Witness Cathcart testified, however, that the Comqiission approved a modification to the 
Company's test period to be the 29-month period·ending December 31, 2019, in its April 16, 2019 
Order Cancelling Annual Public Hearing, Approving Proposed Accounting Treatment, and 
Approving CPRE.Compliance Report in Docket No. E'7, Sub 1193. 

Therefore, the Company's proposed test- perio_d in this· proceeding is the 29 months 
.beginning on August 1, 2017, and ending on December ll, 2019, and the b_illing period·for Rider 
CPRE is the 12 months beginnihg on September 1, -2020, and ending on August 31, 2021. 

The test period and the billing peri_od·proposed by DEC were notchallenged by any party. 
Based on the foregoing, the Corilmission concludes the Company used the appropriate test period 
and billing period for this first Rider CPRE filing. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 3-4 

The evide_nce for these findings of fact is contained in the testimony Jllld exhibits of 
Company witnesses Sykes and Cathcart and the testimony and exhibits of Public Staff witnesses 
Thomas and Maness. 

On his Revised Exhibit No. 2, ·Company witness Sykes set forth the per books 
implementation charges of$_1~138;297 incurred by the Company to establish,the CPRE Program 
and the amount of under-collection for purposes of-the EMF. Company witness Cathcart testified 
regarding the Company's actions to implement the CPRE Program and comply with the 
CPRE Program requirements- of N.C.G.S. § 62-110.8, as described. in the Company's 2019 
CPRE Compliance Report. The'Commission 'taJces judicial notice of the Company's compliance 
report for calendar year 2018 as filed in Docket.No. E-7, Sub 1193. In his ca1_culation of the 
proposed ,EMF, witness Sykes allocated 100% of the implementation charges to the North Carolina 
retail jurisdiction. 

The testiinony.of-Public Staff witness Thomas attested to the system-level expenses sought 
for recovery during the test period. WitnesS Thomas_ did not recommend any adjustments-to-the 
system-level expenses. 

The testimony of Public Staff witness Maness describes procedures taken by the. Public 
Staff to .evaluate whether the Company properly deterrniried its per ,books CPRE' Program costs 
and- revenues during-the test period. Witness Maness did not recommend ·any adjustments to 'the 
system level of per l;>ooks costs. 
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No party challenged the prudency of the per books amount of $1,138,297 which the 
Company is seeking to recover. 

The Commission concludes the $1,138,297 per books system-level costs incurred by the 
Company during the test period to,implement the·CPRE Program were reasonably and prudently 
incurred and arc appropriate to be recovered by the Company. 

EVIDENCE AND CONCLUSIONS FOR FINDING·OF FACT NO. 5 

The evidence.for this finding of fact is found in the appli~ation; the direct, supplemental, 
and rebuttal testimony and exhibits Of Company witness Sykes; and the testimony and exhibits of 
Public Staff.witnesses Thomas and Maness. 

In its application and the t~stimony of witness Sykes, DEC proposed to allocate 100% of 
the implementation costs of the CPRE Program to North-Carolina retail customers rather than to 
all jurisdictional customers·consistent with how it allocates CPRE Program energy and capacity 
costs. Sykes Revised Exhibits 3 and 4. In direct testimony, witness'Sykes stated that the Company 
has directly assigned the reasonable·and prudent-implementation costs incurred and.anticipated to 
be incurred to implement its CPRE Program and to comply with N.C.G.S. § 62-110.8 and 
Rule R_S-710)(2) to its North Carolina retail customers consistent with cost causation principles. 
Tr. vol. 2, 19. 

Public Staff .witnesses Thomas and Maness recommended an adjustment to DEC's 
proposed ·allocation of CPRE Program implementation· costs inc,urred ·during •the 'Company's 
extended initial test ,period and projected .to be inCufu:d in the billing. period to include Soilth 
Carolina retail and wholesale customers. The CPRE Program -implementation costs include 
internal labor and labor-related taxes and benefits, external consulting, independent administrator 
costs, and transmission and distribution (T&D) sub-team labor and labor-related costs in excess of 
fees collected from market participants. Id. at 64. 

When asked why the Company did not allocate the costs between North Carolina and South 
Carolina retail and wholesale customers, witness Thomas stated that.the Company in response to 
a data request, stated, "the CPRE Program was mandated by the General Assembly of North 
Carolina., and as such, the Company believes it reasonable that·its implementation costs should be 
directly assigned to its.NC Retail customers." Id. Witness Thomas further stated that the Company 
considers· its trcalment of the costs as similar to how it treats costs incurred to comply· with the 
North ·Carolina Renewable Energy and Energy Efficiency Portfolio Standards (REPS) Program 
and the South Carolina Distributed'Energy Resource Program (SC DERP). ld. 

Witness Thomas disagreed with the·Company's ral.ionale for'the proposed allocation and 
recommended that the implementation costs be allocated to North Carolina and South Carolina 
retail and wholesale cust6mers in same manner as energy and capacity costs. Id. at- 65. Witness 
Thomas argued that. there. ar1: ~ignifi.cant differences between the CPRE Program and the REPS 
and SC DERP programs. The CPRE' Program provides system poWer to an jurisdictions at or 
below avoided costs. Meanwhile the REPS Program, pursuant to N.C.G.S. § 62-133.S(h), 
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authorizes a utility to recover the incremental costs of compliance, including all reasonable and 
prudent costs in excess of the utility's avoided costs, from its North Carolina retail customers. The, 
SC DERP similarly authorizes the utility ·to ·recover the incremental costs above avoided costs 
resulting from implementation of the SC DERP from its South Carolina retail customers. Id. at 66. 

Additionally, witness Thomas noted that the CPRE Program expressly requires renewable 
energy to be competitively procwed from Within the utilities' respective ba1ancing authority areas, 
''whether located inside or outside the geographic boundaries 9f the State," while talcing into 
consideration factors that are designed to ensure the inost cost-effective projects are selected across 
each utility's service area. Id. at 66.(quoting N.C.G.S. § 62-110.S(c)). 

Witness Thomas testified that to date the CPR.E Program has selected the most cost
effective facilities in both North Carolina and South Carolina. According to the Independent 
Administrator's report, 'Franche 1 projects are estimated to save DEC customers·over $200 million 
relative to DEC's,avoided cost over·the.next 20 years. Id. at 66-67. In compflfison, both North 
Carolina's REPS Program and SC DERP procures renewable energy at prices above avoided cost, 
imposing a premium on DEC customers, 

In rebuttal testimony, DEC witness Sykes stated that the Company's proposaJ•to allocate 
implementation costs to North Carolina retail customers is consistent with both general cost 
causation principles and the manner in which program implementation costs have historically been 
allocated in connection with North Carolina REPS and SC DERP. Id. at 26. 

With regard to energy and capacity costs, witness Sykes testified that renewable eriergy 
resources.procµred through the,CPRE Program·will be·supply-side system resources and will be 
used to supply electricity to the Companis·retail and wholesale customers. Thus, it is appropriate 
to. allocate 'those costs to all customers. In contrast, witness Sykes argued, the CPRE Program 
implementation costs should be allocated to North Carolina retail customers because they are costs 
caused solely by the Company's obligation to comply with N.C.G.S. § 62-110.8 and Commission 
Rule RS-71. Witness Sykes testified further, "Stated differently, the implementation costs would 
not have been incurred 'but'for' the requirements ofN.C. Gen. Stat.§ 62-110.8 and Commission 
Rule R8-7 l, in contrast with the energy and capacity costs which would have incurred on a system 
basis even in- the absence of the CPRE program." Id at 27. 

Witness Sykes added that the Company's allocation of implementation costs has not 
historically been based on assessment ofwh6ther those costs should be considered as part of the 
portion of energy and capacity costs.that are aboye,or.below-avoided costs. Further, the existence 
of costs·above avoided costs associated with a particular program should not take precedence over 
cost causation principles and become the determinative factor for assignment of implementation 
costs. In conclusion, witness Sykes testified that the Company continues to believe that 
incremental costs that are specific to the statutory requirements of a particular state are 
appropriately assigned to that state's retail customers. 

After consideration of this issue, the Commission concludes that the adjustment 
recommended by Public Staff witnesses Thomas and Maness to allocate CPRE Program 
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implementation costs to alljurisdictional customers produ~es a more reasonable and appropriate 
outcome than the pr6posal by the Company to allocate the iITlplementation costs solely to North 
Carolina retail customers. Although the costs in question were incurred pursuant lo North Carolina 
law establishing the requirement for the competitive procuremeil.t of renewable 'resources, the costs 
are inherently related to the procurement of renewable energy and capacity to serve the entire 
DECsystem, including South Carolina and wh6lesale·custoffiers, at or below avoided cost. 

The CPRE Program was developed and approved by the Commission pursuant to· 
N.C.G.S .. § 62-110.8 with the objective of.procuring renewable energy'to provide system benefit~ 
to customers at the lowest cost. Through .the completion of Tranche 1, the winning projects are 
estimated to save all DEC customers over $200 million relativ·e to DEC's avoided' costs. Id. at 67 
(citing Final Report of the Ind_cpendent Administrator Re: Request for Proposals for the 
Competitive ProcurementofRenewableEnergy Program Tranche 1, Figure 1 (July 18, 2019) (filed 
as Appendix A ofDEC's 2019 CPRE Compliance Report, Cathcart Exhibit No. I)). Stated another 
way, "but. for" the implementation of the CPRE program, all ·of DEC's customers - including 
DEC's South Carolina retail customers- would 'be paying more for the· energy and capacity, 
which DEC acknowledges would have been purchased even in.the absence of the CPRE program. 

The Company argues that the costs of implementation of the CPRE Program should be 
directly assigned to North Carolina customers _because ,they are a result of North Carolina law. 
While the CPRE rrogram was developed and implemented pursuantto,North Carolina law and 
Commission rule, the Commission agrees with the Public Staff that it would be i_nequitable and 
unreasonable to assign all the implementation costs to North Carolina retail customers as- the 
CPRE,Program provides benefits· to. South Carolina and wholesa1e custoiners from direct 
renewable energy-investments, low-cost power, and the e_xperience,gained-by DEC in establishing 
a robust competitive procutemeilt program_. Id. at 67. "' '" 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 6 

The evidence supporting this finding of fact is contained in the testimony and exhibits of 
DEC witness Sykes and Public Staff witness Maness. 

In his Revised Exhibit No. 4, DEC witness Sykes provided DEC's normalized North 
Carolirya retail sales for EMF purposes of 22,444,481 MWh for the Reside_ntial class; 
23,688,549 MWh for the General Service/Lighting class, and 12,489,508 MWh for the 
Industrial class. 

Public.Staff witness· Maness noted these values in his testimony and stated that he.did not 
propose any adjustments to the test period sales amounts useci,in this proceeding. 

No other party presented evidence on the appropriateness ·of test period North Carolina· 
retail sales. 
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The-Comrriission coricludes that the test period·North Carolina retail MWh sales proposed 
by the Company and agreed to by the Public Staff for purposes of calculating the.EMF billing 
factors are appropriate for use in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OFF ACT NOS. 7--11 

The evidence supporting these findings of fact is contained in the testimony and exhibits 
of Company witness Sykes and Public'Staffwitriess 'Fhomas. 

DEC witness Sykes presented in his Revised Exhibit Nos. 2 and 3 DECs projected 
CPRE Program costs iri the·biJling period and the.aJlocation of those-costs to'the North Carolina 
retail jurisdiction and the North Carolina retail custom~r class~s. The Company used the 2019 peak 
demand jurisdictional. allocation factor of 67.55%-·fol' capacity costs and .the projected billing 
period sal~ jurisdictional allocation_ factor of ·66.02_% for energy costs for it~ allocation of 
CPRE Program purchased and generated power costs. 

Public Staff witness Thomas stated that the Public Staff investigated DEC'~ estimation of 
system-level billing period costs and found them generally reasonable. Witness Thomas further 
stated that the Company's estimation.of totar energy production for each CPRE facility is based 
on,two generic output profiles and that the Company used the actual bid prices from each project's 
Power Purchase Agreement ( or, in the case of utility-owned projects, the as-bid.price) _to .estimate 
total costs. 

Witness Thomas further. test_ified_ that !he Pi.i.blic Staff dpes not take exception to the use o( 
the 2019 peak demand jurisdictional allocation factor of 67.55% for capacity costs. and the 
projected billing period sales jurisdictional allocation factor of 66.02% for energy costs for its 
jurisdictional allocation ofCPRE Program.purchased and generated power costs. The'Public.Staff 
also does not oppose ,the use of peak deIIlahd and ,energy sales, respectively, to allocate 'N0rth 
Carolina retail jurisdictional capacity and energy costs to the customer classes (for'both anticipated 
billing period'costs and actual test period'costs). 

Public Staff witness Thomas also addressed the,Company's use of !1 composite rate for 
allocating Nortli Carolina.retail 'implementation charges to the North Carolina ·retail customer 
classes. The Public Staff does·nol take ex~eption lo the-use·of a composite rate-but does challenge 
the Compariy's proposed allocation of i00%-6f implementation costs to the North Carolina retail 
jurisdiction, as discussed in 'Fiilding of Fact No. 5. 

No other party presented .evidence on the ~ppropriateness of the Company's proposed 
billing period charges-anticipated to be incurred_,or the allocation.of these costs. 

The Commission concludes that the Company's system-level charges anticipated to be 
incurred during the billing p~riod for purchased,and generated-capacity and energy and ongoing 
implementation costs is appropriate for use in this proceeding. The Commission further concludes 
that the use of 67.55% for the. capacity component and 66.02% for the energy component to 
allocate system-level CPRE Program purchased and generated power costs to the North Carolina 
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retail jurisdiction is appropriate for use in this proceeding.and that the use of peak demand and 
energy sales, respectively, to allocate North Carolina retruljurisdictional capacity and energy costs 
to the customer classes is appropriate for use in this proceeding (for both anticipated billing period 
costs and actual test period costs). Further, the Commission concludes that the use ofa composite 
rate for the allocation of North Carolina retail implementation costs to the North· Carolina retail 
customer classes is appropriate for use in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9 

The evidence supporting this finding of fact is contained in the testimony and Revised 
Exhibit No. 3 of Company witness Sykes and Public Staff witness Thomas. 

In his Revised Exhibit No. 3, DEC witness Sykes provided DEC's projected billing period 
sales of 22,067,951 MWh for the Residential class, 23,951,115 MWh for the General 
Service/Lighting class, and 12,441,023 MWh for the Industrial class. Witness Sykes further 
testified that the Rider CPRE rate per customer class for purchased and generated power is 
detennined by dividing the sum of the billing period costs allocated to the class by the forecast 
billing period MWh sales for the customer class. Similarly, the Rider CPRE rate per customer class 
for implementation costs is detennined by dividing the sum of the billing period costs allocated to 
the class, using a composite rate detcnnincd in the purchased and generated power calculation, 
above, by the forecast billing period MWh sales for the custc,mer class. 

Public Staff witness Thomas testified as to the Company's request to recover capacity and 
energy costs based upon its projected billing period saJes. Public Staff witness Thomas did not 
propose any adjustments to the projected billing period:sales amounts used in this proceeding. 

No other party presented evidence on the appropriateness of projected billing period North 
Carolina retail sales. 

The Commission concludes that the Company's projected billing period· sales for North 
Carolina retail customer classes is as follows: 22,067,951 MWh for the Residential class, 
23,951,115 MWh for the General Service/Lighting class, and 12,441,023 MWh for the 
Industrial class. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.10--14 

The evidence supporting these findings of fact appears in DEC's Application, in the direct 
and supplemental testimony and exhibits of DEC witness·Sykes, and in the testimony and exhibits 
of Public Staff witnesses Thomas and Maness. 

Witness Sykes' revised exhibits show a total $1,138,297 under-recovery ofCPRE Program 
costs for the EMF.period, the initial test period starting August I, 2007 and ending December 31, 
2019. The prospective CPRE Program costs for the billing period, as shown through witness 
Sykes' revised exhibits, amounted to a total of$3,l 14,986. 
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In supplemental testimony, witness Sykes revised the components of the proposed Total 
CPRE Rate to be effective September 1, 2020, and to remain in effect for th_e 12-month billing 
period ending August 31, 2021, as follows,.excluding the regulatory fee: 

DEC's Rider Request Filed on May 15, 2020 (cents per kWh) 

Customer Class EMF Rate 
CPRERider TotalCPRE 

Rate Rate 

Residential 0.0020 0.0056 0.0076 

General 0.0019 0.0054 0.0073 
Service/Lighting 

Industrial 0.0019 0.0051 0.0070 

Public Staff witnesses Thomas and Maness testified that.they reviewed and analyzed the 
CPRE, Program costs for which DEC has requested recovery in this proceeding, and with the 
exception· of the CPRE Program implementation costs-discussed in Finding of Fact'No. 5, found 
theni to·be appropriate. 

Witness Maness testified that the Public Staffs investigation included procedures intended 
to evaluate whether the Company properly detennined its per books CPRE Program 
implementation co_sts and revenues during the test period. He stated that these procedures included 
a review ofthe·Company's filing and other Company data provided to the Public Staff. Witness 
Maness testified that perfonning the Public Stall's investigation required the review of numerous 
responses to wrilte!] and verbal data-requests as well as discussions with the Company. Id. at 89. 

After reviewing all of DEC's testimony and exhibits, the Public Staff, through Lhe 
testimony of witnesses Thomas and Maness, recommended that DEC aUocate CPRE Program 
implementation costs to its North Carolina and South Carolina retail and wholesale customers and 
refile its witness Sykes' exhibits reflecting this change. The Public Staff did not recommend any 
adjustments to· the system-level extended initial test period or billing period costs sought for 
recovery. Id. at 81, 90. 

Based on the discussion in Finding of Fact No. 5, the Commission agrees with the Public 
Staffs proposed adjustments to DEC's CPRE EMF and prospective .billing period costs, as 
presented in-Maness Exhibit 1, to allocate CPRE Program implementation costs-to North Carolina 
and South Carolina retail and wholesale-customers. 

Thus, the Commission finds it appropriate to calculate the CPRE EMF using the North 
Carolina retail portion of.the CPRE Program implementation costs, which total $754,459 under
recovery for costs in the EMF period, as set forth on Maness Exhibit I. Witness Maness testified 
that DEC under-recovered its CPRE EMF costs for the extended initial test period-by $294,856 'for 
the Residential class, $305,678 for the General Service/Lighting class, and $153,926 for the 
Industrial class. 
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The Commission finds it appropriate to calculate the CPRE.Rider.Rate using the N6rth 
Carolina r~tail portion of the CPRE Program implementation _costs.. The prospective 
CPRE Program costs for •the- billing periOd, as adjusted aild set forth on Maness' Exhibit r, 
amounted to a total of $2,985,320. Witness Maness testified that .the .prospective billing petiod 
expenses for use in thi:S proceeding are-$1,166,715 for the.Residential.class, $1,209,536' for the 
Generat·Service/Lighting class, and $609,069 for the Industrial class. 

As presented in Public Staff witness Thomas' testimony and supported by witness Maness 
Exhibit I, the combined EMF Rate and-CPRE Rider Rate charges per-customer acc9unt, excluding 
the regulatory fee are as follows: 

Public'Stofrs Rcconimended Rates (Ceots per kWh) 

Customer Class EMF Rate CPRERidcr Total CPRE 
Rate Rate 

Residential 0.0013 0.0054 0.0067 

General 
0.0013 0.0051 0.0064 Service/Lighting 

Industrial 0.0012 0.0049 0.0061 

The Commission finds the .Public Stafrs recommended adjustment to rates just ·and 
reasonable for purposes of this· proceeding., Based oh the Commission's findings in .this 
proceed_ing, it 'is appropriate that DEC file with the Commission updated EMF rates CPRE Rider 
rates.corisistent with the rulings in this Order. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 15 

The evidence supporting this finding of fact is contained in the testiITlony and exhibits of 
Company witness Sykes. 

DEC witness Sykes testified thatN.C.G.S. § 62-11 O.S(g) limits the annual increase in cosL'> 
reco.vcrable by an electric public utility to (1 %) of the electric·public u_tility1s.total North Carolina 
retail- jurisdictional .gross revenues for the preceding calendar year. Further, he testified that 
Rule R~-71 provides that "[t]he annual increase in the aggregate· costs recovered under 
N.C.G.S. § 62:.t 10.S(g) in any·recovery period from its North-Carolina retail customers shall not 
exceed one percent (1%) of!he electri,rpublic utility's North Carolin_a retail jurisdictional gross 
revenues for-the,preceding calendar year as determined-as of December 31 of the previous calendar 
year.'' Witness Sykes testified that the increase in aggregate costs.DEC seeks.to recover.·in this 
proceeding is less·thail the statutory maximum. 

Public Staff witness Thomas similarly concluded that the costs the Company seeks. to 
recover .are less than 1 % of DEC's total North Carolina retail jurisdictional gross revenues 
for 2019. 
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The Commission concludes that the costs th~ Company seeks to recover in this-proceeding 
are not in excess.of the cost cap established by N.C.G,S. § 62~ 110.S(g). 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 16 

The evidence supporting this -finding of fact-is contained in the direct and supplemental 
testimoriy and exhibitS of Company ,Witness Cathcart, including the 2019 CPRE 
Compliance Report. 

Witness Cathcart and the 2019 CPRE Compliance Report detail the actions of the.Company 
to implement the CPRE Program requirements of N.C.G.S. § 62-110.8. The 2019 CPRE 
Compliance Report describes the Company's efforts to implement- the CPRE Program in 
collaboration with the IndependentAdministiator (IA). The lNs Final Report for Tranche 1 (Final 
Report) was included as. Appendix A to the 2019 CPRE Compliance Report and provides 
substantial details_ regarding-the Tranche I process and,outcome. The Company was ultimately 
able to procure lO•projects totaling 435 MW at price~ well below the avoided cost cap; resulting 
in substantial.projected savings to customers relative to avoided costs. 

The Final Report-also de_scribes,the.Co_mp_any's efforts, along with.the IA,.to identify areas 
of improvements for Tranche·2, and the:2019,CPRE Compliance Report.provides further details 
regarding the Company's plans for Tranche 2. The-2019 CPRE CO!Dplia,ice· Report also includes 
all of the information required by Commission Rufe R.8-71(h); including a description of the 
CPRE Program soli_citati6n undertaken by-EJEC-during the reporting year,-the avOi~ed cost rates 
applicable to Tranche. I, ·confinnation th_at. all"·renewable energy resources procured through 
Tranche· 1 Were priced,at or below avoided·costs, certification by the IA that.all public utility and 
third-party proposal responses were evaluated under·the-published CPRE P.rogiam inethqdology 
and that _all proposals were treated equitably in ·Tranche I during the reporting year. The 
Commission talces judicial n·otfoe-of the Company's compliance report for calendar year 2018 as 
filed in Docket No. E-7, Sub 1193. 

The Public Staff dJd not ehallenge the reasonableness _and prudence- of the Company's 
implementation. of the CPRE Program requirements of N.C.G.S. § 62-110.8. No other party 
presented evidence on this· issue, 

Therefore, the- Commission concludes that the Company is in ·compliance with and has 
reasonably and prudently implemented.theCPR.li Program requirements ofN.C.G.S. § 62-110.8. 

IT IS, THEREFORE, ORDERED as follows: 

1. That DEC's request to establish a: CPRE Rider-is approved·and that this rider shall 
remain in effect for a 12-month period beginning- on September I, 2020 and expiring on 
August 31, 2021; 

2. That DEC's request to establish an EMF Rider is approved-and that this rider shall 
remain in effect for a 12-month period beginning on September 1, 2020 and expiring• on 
August31,2021; 
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3. That DEC shall file the appropriate rate schedules and riders with the-Commission 
in order to implement lhe provisions of this Order and omounts approved herein, as soon' as 
pi'aCtic:able, but not later than ten days after the date of this Order; 

4. That DEC shall·work with the Public Staffto prepare a notice to customers of the 
rate changes ordered.by the Commission in this docket, as well as in Docket Nos. E-7, Sub 1228 
and E-7, Sub 1229, and the Company shall file such notice for Commission approval as soon as 
practicable,. but not later than ten days after the Commission issues.orders in all three dockets; and 

5. That DEC's 2019 CPRE Compliance Report is hereby approved. 

ISSUED BY ORDER OP THE COMMISSION. 
This the 19th day of August, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

DOCKET NO. E-2, SUB 1204 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Duke Energy Progress, LLC, 
Pursuant to N.CG.S. § 62-133.2 and 
Commission Rule RS-55 Regarding Fuel 
and Fuel-Related Cost Adjustments for 
Electric Utilities 

ORDER ALLOWING RECOVERY 
OF LIQUIDATED DAMAGES AND 
TRANSPORATION COSTS 

HEARD: Tuesday, March 10, 2020, al 10:00 a.m., in Commission Hearing Room 2115, 
Dobbs Building, 430 North Salisbury Street, Raleigh, North Carolina 

BEFORE: Chair Charlotte A. Mitchell, Presiding; Commissioners ToNola D. Brown-Bland, 
Lyons Gray, and Daniel G. Clodfelter 

APPEARANCES: 

For Duke Energy Progress, LLC: 

JackE. Jirak, Esq., Duke Energy Corporation, P.O. Box 1551 /NCRH 20, Raleigh, 
NC 27602 

Dwight Allen, Esq., Allen Law Offices, PLLC, 1514 Glenwood Ave., Suite 200, 
Raleigh, North Carolina 27608 
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For Carolinas Industrial Group for Fair Utility Rates II: 

Warren Hicks, Esq., Bailey & Dixon, L.L.P., Post Office Box 1351, Raleigh, North 
Carolina 27602 

For the Using and Cor:isuming Public: 

Dianna Downey, Esq., Public Staff, North Carolina Utilities Commission, 
4326 Mail Service Center, Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: On June I I, 2019, Duke Energy Progress, LLC (Duke Energy 
Progress, DEP, or the Company), filed an application pursuant to N.C. Gen. Stat. § 62-133.2 and 
Commission Rule R8-55 regarding fuel and fuel-related cost adjustments for electric utilities, 
along with the testimony and exhibits of Dana M. Harrington, Brett Phipps, Regis Repko, Kenneth 
D. Church, and Kelvin Henderson. 

Petitions to intervene were-filed by the North Carolina Electric Membership Corporation 
(NCEMC) on June 24, 2019, Fayetteville Public Works Commission (FPWC) on July 1, 2019, 
Carolina Utility Customers Association, Inc. (CUCA) on July 22, 2019, Sierra Club,on August I, 
2019, North Carolina Sustainable Energy Association (NCSEA) on August 9, 2019, and,Carolina 
Industrial Group for Fair Utility Rates 11 (CIGFUR) on August 19, 2019. The Commission granted 
NCEMC's,and FPWC's petitions to intervene on July 2, 2019, CUCA's petition to intervene on 
July 24, 2019, NCSEA's petilion to intervene on August 13, 2019, Sierra Club's petition to 
intervene on August 15, 2019, and CIGFUR's petition to intervene on August 20, 2019. The 
intervention of the Public Staff is recognized pursuant to N.C. Gen. Stat. § 62-15(d) and 
·commission Rule Rl-19(e). 

On September 9 and 10, 2019, the Commission held the first hearing in this matter. On 
November 25, 2019, the Commission issued an Order Approving Interim Fuel Charge Adjustment, 
Requiring Further Testimony, and Scheduling Hearing (Interim Order). In summary, the Interim 
Order approved fuel charge adjustments to be implemented by DEP effective December 1, 2019, 
but withheld for a future decision the question of whether DEP would be allowed to recover from 
ratepayers the actual damages and liquidated damages being paid by DEP to CertainTeed Gypsum 
NC, Inc. (CTG), based on· a judgment for breach or contract entered against DEP in the North 
Carolina Business Court. The Interim Order required the Public Staff to file supplemental direct 
testimony and DEP to file supplerr.icntal rebuttal testimony on the CTG issue, and scheduled a 
hearing on the issue to be held on March 10, 2020; 

On January 17, 2020, the Public Staff filed supplemental direct testimony and exhibits of 
Jay B. Lucas. 

On February 17, 2020, DEP filed joint supplemental rebuttal testimony and exhibits of 
Barbara Coppola and John Halm, and supplemental rebuttal testimony of John Gaynor. 

On March l 0, 2020, the case came on for hearing as scheduled. 
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On -April ·20, 2020, the Public Staff filed its Proposed Findjngs_ of Fact and Conclusions 
of Law. 

Also.on.April 20, 2020, DEP filed a Post"'Hearing Brief. 

On May 28, 2020, the Commission issued an Order Requiring Filing of Post-Hearing 
Exhibit.directing DEP to file with the.Commission on or before.June 3, 2020, an affidavit·that was 
filed by witness Halm in the N0rth Carolina Business Court. On June I, 2020, DEP filed witness 
Hahn's affidavit. 

The Commission incorporates herein by reference the findings of fact and conclusions·of 
t_tie Interim Order. For purposes ofclarity,.the findings of fact pertaining to.the CTG issue are.set 
forth.below. 

7. Gypsmn is.a by-product produced in the electric:generation process and the input 
leading to gypsum is coal. 

8. The· Company entered a long-term agreement to. ·sell gypsum to BPB NC, Inc. 
(BPB).in.:2004. CertainTeed Gypsum NC, Inc. (CTG) is-the successor-in-interest to-BPB. 

9; Under tl_le agreement, CTG was obligated-to construct a _wallboard manufacturing 
facility: adjacent to DEP's Roxboro coal-fired generation plant and .committed to purchase 
substiintial amounts of gypsµm from the Roxboro and Mayo plant<; (Roxboro units). 

10. The ini~ial agreement inclµded 3 liq"uidated damages provision. The initial 
agreement·was·amended,on a number of occasions.,-ultimately resulting in the Second'Amended 
and Restated Supply Ag~ement-btit t_he liquidated damages provision ..was an essential part of 
the agreement and remained substantially urichanged from the init_ial .agreement through to the 
Second Amended and Restated Supply Agreement(Gypsum.Supply Agreemeni). 

11. In light of CTG'S substantial capital investment in its wallboard manufacturing 
facility adjacent to the Roxboro. plant, one purpose ·of the· liquidated damages provision was to· 
provide CTG with certainty regarding the-damages it would be entitled to recover in the event that 
DEP was unable to supply the full amount of gypsum required under the- Gypsum 
Supply.Agreement. 

12. The.evidence. tends to show that the amount of gypsum produced•by the Roxboro 
units substantially declined due-t_o lower natural gas prices that decreased'DEP's use of coal-fired 
generation, and several:other factors. 

13. As,a-result of the.decrease in generation by the.Roxboro·units, the Company was 
unable to meet the.monthly minimum delivery·obligations under the Gypsum Supply A~reement. 
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14. In litigation filed by CTG against DEP in the North Carolina Business Court (Court) 
for breach of the Gypsum Supply Agreement;the Court entered a Judgment finding DEP liable for 
breach of the coritract. The Court ordered DEP to pay actual damages to .CTG for gypswn not 
delivered, and to meet its future contract obligations. 

15. In light of the options available -to the Company under the Gypsum Supply 
Agreement and the Court's Judgment, the Company discontinued supply .under the Gypsum Supply 
Agreement, after providing some gypsum for a limited period of time and in limited amounts-under 
a replacement ·agreement, and paid CTG liquidated damages rather than delivering 
replacement- gypswn. 

16. The actual d~mages and liquicl.ated damages paid and to be paid by DEP under the 
Gypswn Supply Agreement" are part and. parcel of'the sale of gypsum that was agreed upon by 
DEP and CTG in the Gypsum Supply Agreement. 

17. IfDEJ>'s decisions and actions.in connectiori with the Gypsum Supply Agreement' 
with CTG were,reasonab)e.and prudent, then DEP's.payments of liquidated damages to CTG can 
be recovered as fuel-related costs pursuant to N,C.G.S. § 62-133.2(al)(9). 

18. The evidence of record is inSuffieient to chable the Commission to determine 
whether DEP's deeisions and actions in connectio.n with the Gypsum Supply Agreement.with CTG 
were prudent and reasonable. As a result, it is appropriate for the Commission to receive additional 
evidence ahd hold .a further ·hearing on the -issue of whether DEP's decisions and actions in 
connection with the Gypsum Supply.Agreement with CTG were prudent and'.reasonable. 

Based on the Interim Order, the.evidence presented at the March 10, 2020 hearing, and.the 
:record as a whole, the Commission makes-the following: 

ADDITIONAL.FINDINGS OF FACT 

Background 

I. When CTG and, DEP entered into the initial gyp~um supply agreement in 2004· 
(2004 Agreement)1 DEP was planning.to install flue.gas dcsulfurization systems (scrubbers) that 
would produce synth~tic gypsl!m at its Roxboro and M~yo coal-fired plants (Roxboro Plants), and 
CTG was planning to build its first wallboard manu'facturing plant in the southeast United States. 

2. The 2004 Agreement defined_ the monthly minimwn-quantity (MMQ) of gypsum 
that DEP would deliver and CTG would accept as 50;000 net dry tons of gypsum (Fixed MMQ). 
The Fixed MMQ level was based on what DEP was willing to, provide over the life of 
the agreement. 

3. DEP did not deliver gypswn to CTG and CTG did not accept gypsum under the 
2004 Agreement, primarily due to the decline in the housing market that resulted from the 2008 
economic downturn. 
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4. In 2008 the parties executed an amended agreement (2008 Agreement) following 
CTG's deci~ion to delay construction of its plant·because ofthe2008 economic downturn. Under 
the 2008 Agreement, CTG was required to accept and DEP was required to deliver the Fixect·MMQ 
of 50,000 "net dry tons of gypsum, 

5. The Roxboro Plant scrubbers began' coming on-line in spring 2007. Every six 
months an,additional scrubber came on line-at each of the five·units at Roxboro and Mayo, with 
the final·_scrubber coming on line in.the spring of 2009. 

Negotiations Leading to the 201:Z Agreement 

6. Between June-2011 and February· 2012, DEP witness Coppola and CTG employee 
Dave Engelhardt, Senior Vice President of Operations, negotiated a revised contract that replaced 
the 2008 Agreement (2012 Agreement). 

7. ln 2011 there were several facts that caused ·CTG ,to want to renegotiate- the 
2008 Agreement, including: 

(a) CTG had accepted .n.o gypsum from DEP from ext::c(!tion of the 
2004 Agreement unti!May2009; 

(b) The Great Recession of 2008 had demonstrated to CTG its 
vulnerabilityto a downturn in the housing market; 

(c) CTG had experienced delays in construction of its manufacturing 
plant, with commercial operation not anticipated until 
approximately October 2012; : "' -

(d) During_ the period .of'2008 to 2012, CTG _accepted gypsum in the 
amount-equal to or above the.Fixed MMQ in only six months;·and 

(e) CTG had paid $32 rriillion to dispose of gypsum received under the 
2008 Agreement in a landfill because it was unable to use it. 

The above factors did not, however,.change CTG's intent to retain the supply certainty that 
it had•obtained and was in effect in the 2008 Agreement, particularly in light of the.fact that CTG's 
plant was completed in Morch 2012 and production ramped up,from·that'point in time. 

CTG,Redline and 2012 Agreement 

9. In_ October 2011 Engelhardt-sent DEP witness·Coppola a possible revis~d contract 
as a redlined draft agreement (CTG Redline). 

10. The CTG Redline·that Engelhardt sent to Coppola proposed several.changes to.the 
t~rms of the 2008 Agreement, chief of which was to shift from a monthly focus to an annual 
minimum quantity requirement, with any default to be measured against the annual quantity. 
-Further, under the CTG Redline, CTG would be-obligated to,acCept DEP's actual production of 
gyp~um or 600,000 net dry tons, whichever was less, ,and whatever amount of gypsum was 
necessary .to guarantee that the stockpile did not exceed 600,000·net dry tons; In tum; DEP-would 
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be required to maintain at least 100,000 net dry tons of gypsum in the stockpile at all'times, 
irrespective ofwhat.DEP actually produced at Roxboro or Mayo. 

11. DJ;C rejected the revisions proposed in the CTG Redline. 

12. DEP and·,CJG executed ,the 2012 Agreement with an effective date of August I, 
2012. The.2012 Agre~men_t reqUired a Fixed MMQ_of 50,000 net dry tons of gypsum per month, 
a minimum stockpile level of250,000 net dry tons, and was effective-through April 2029. The 
effect of the, quantity terms -in the 2012 Agreement was to require DEP- to deliver a "ir1inimufTl 
annual-quantity o_f 600;000 tons, just as-the CTG Redline.had· proposed, albeit expressed'iri. terms 
ofa minimum monthly quantity over the course of each year. 

13. Under the 2012 Agreement, as. under the 2008 Agreement, CTG-had the right to 
tetminate the contract and collect liquidated damages from DEP ifDEP failed,to·supply 50% Of 
the 50,000MMQ ea,ch month over a five year period or delivered less than 300,000 tons of gypsum 
per year in two consecutive years. 

Prudency Review and Alternatives 

14. In 2011 DEP had substantial infonnation about the potential effects oflower natural 
gas p-rices, the JDA, and DEP's conversion· to·.natural gas-fired generation on DEP's ability to 
supply .CTG with 50,000tons of gypsum a month from August 2012 through April 2029. 

1'5. Based on the reasonably foreseeable effects of lower natural gas prices, the IDA, 
and DEP's conversion-to natural gas-frred generation on DEP's ability to-supply CTG with 50,000 
tons of gypsum a month from August 2012 through April.2029, it would·have been reasonable for 
DEP to further explore With CTG revising its delivery obligations. prior t_o signing. the 
2012· Agreement. 

16. Notwithstanding DEP's failure·-to explore other options with CTG, there was no 
reasonable-l_ikelih6od that CTG would relinquish th_e supply certainty that.it had secured in the 
2004 and the 2008 Agreements. 

17. lfDEP had accepted the approach;set-forth in the CTG Redline.it is reasonably 
likely·that by 2018 or 2019 it would have had difficulty providing to CTG at least 300,000 tons of 
gypsum annually and would have been unable to both d,eliver a.minimum of 300,000 tons of 
gypsum annually and also maintain a minimum stockpikat all times-not less'than 100,000 tons. 

18. After entry of the Business Court Judgment it was reasonable and prudent for DEP 
to agree to pay CTG the contract damages ordered by the court and to exercise its right to terniinate 
the 2012 Agreement and pay liquidated damages to CTG in consequence of such·tennination. 

19. DEP is entitled-to recover in its fuel rider the North Carolina retail portion of both 
the contract.damages awarded by the Business Court and the liquidated damages ~sulting from 
DEP's subsequent-termination of the 2012· Agreement. 
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EVIDENCE AND CONLUSJONS FOR FINDINGS OF FACT NOS. 1-S 

The evidence sujlponing these findings and conclusions is containect'.in the direct and 
supplemental testimony and exhibits· of Public Staff witness· -Lucas, the joint rebuttal and 
supplemental rebuttal testimony of DEP witnesses Coppola and Halm ( collectively, DEP Panel), 
the Opinion and Final Judgment (Ju_dgment) in.the lawsuit between CTG·and DEP, CertainTeed 
Gypsum NC, Inc. v. Duke Energy Progress, LLC, 17 CVS 395 (Per.son County), 2018 NCBC 90 
(CTG V; DEP), iiltroduced into the record· as Fayetteville ·Public Works Commission (FPWC) 
Harringto_n Cross-Exam Exhibit'3. 

With respect to the Business Coun's Judgment.. the Commissi_on- docs not .rely on the 
court's findings.of fact or conclusions in this·Order. The Business Court's .main, inquiry was the 
intent ofDEP and,CTG in entering into the 2012 Agreement. and, specifically, whether they 
intended the_ 2012 Agreement,to be a fixed quantity or a variable quantity supply contract. Based 
on extensive testimony,. including testimony by Engelhardt, who did n0t testify before the 
Comrilission, the court concluded.that the parties intended for the 2012 Agreement ·to require DEP 
to supply to CTG the Fixed MMQ of 50,000 tons per month; The, Commission- accepts that 
conclusion, but fil'ids itonly,tangentiaJly related to the Commission~s main inquiry-whetherDEP 
a_cted in.a reasonable and prudent manner in entering.'into the 2012 Agreement in light of the 
changes in DEP's use of coal.:fired generation and the aJternaiJves available to DEP at the time. 
Therefore, the Commission determines that it is -appropriate for the Commission to ciie the 
Business·Court's findings-of fact where such findings provide useful, uncontroverted:background 
information" and where the Commission's findings of f.ict are corroborated by the courfs findings. 

Summary of thc·Evidcnce 

In his supplemental testimony PubliC_Staffwitness Lucas testified that-CTG and DEP'first_ 
entered into a gypsum supply agreement-in 2004. At-that.time, DEP was.planning to install flue 
gas,desulfuriwtion·systems (scrubbers) that woUid prodilce Synthetic gypsum at its·Roxboro and 
Mayo coal-fired.plants, and CTG.was seeking-to build its first waUboard-manufacturing plant in 
the southeast United States. Tr. Vo[ 3, 16. Witness Lucas-testified that gypsum ·is 3-IDineraJ·that 
is the primary corriponent of gypsum wallb0ard. It can-be mined in its natural slate but synthetic 
gypsum is a suitable substitute and is a by-product of the flue gas· desulfurization (FGD): 
equipment- installed nt .some coal-fired plants; including DEP's Roxboro and Mayo coal-fired 
power plants (Roxboro Plants). Tr. Vol 2,,60-61. He stated that the,Roxboro plant consists 9f four 
generating wtlts wilh a total capacity-of2,462 MW (Winter rating), and the Mayo plant has one 
generating unit with a capacity 6f746 MW (winter-rating),_and that both of these pl_ants are loc_ated 
in Person County, approximately 16 road miles apart. Id. Witness Lticas testified that during.the 
Business Court triaJ DEP witness Coppola· testified that the scrubbers began Coming on-line in 
spring'2007,at Roxboro; and,that every six months an addi_tional·scrubber-came on line· at-each of 
the five units at Roxboro and Mayo, with.the finaJ scrubber coming on line·in the-spring of 2009. 
Tr. Vol.3, 17. 

Witness Lucas testified that' in order to mitigate the cost of disposing of the gypsum 
produced in the.FGD process, fn 2004 DEP·executed a contract with CTG's_parent company for 
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the future sale of artificia1 gypsum from the Roxboro Plants to CTG for the manufacture of gypsum 
board. Witness Lucas stated that in 2005 CTG acquired approximately 121 acres ofland from DEP 
adjacent to the Roxboro plant with the intent o'f constructing a gypsum wallOOard manufacturing 
facility. According to witness Lucas, CTG delayed·construction of the wallboard manufacturing 
facility due to the,housing market decline and economic downturn (Grerit Recession), and in late 
2007 CTG contacted DEP in·an effort to amend the2004 Agreement and maintain the supply of 
artificial gypsum in the future. Id at6}.;62. 

Witness Lucas testified that in 2008 DEP and CTG executed an Amended and Restated 
Supply Agreement that made refinements to the 2004 contract. Thereafter, beginning May I, 2009, 
CTG began accepting artificial gypsum from DEP but transported it to other locatioflS because the 
CTG facility adjacent to the Roxboro plant had not yet been completed. According to< witness 
Lucas, the CTG facility at the Roxboro Plant,began operation on March 28, 2012. Jd, at 62. 

Witnesses Coppola and Ha1m testified·that CTG was investing approximately $200 million 
to construct a wallboard production facility that was projected to operate for approximately 
20-30 years, which required an assurance of a supply of gypsum sufficient to justify construction. 
Witnesses Coppola and Halm asserted that no,rational investor would have been willirig to make 
such a substantia1 investment without having an-assurance of a cost-effective supply of gypsum 
that would be necessary to sustain operatitms. Tr. Vot 3, 168. 

Witnesses Coppola and Halm testified that in 2008 the parties executed an amended 
agreement (2008 Agreement) following CTG's decision to delay construction of its plant because 
of the 2008 economic downturn. Id. at 166. They further testified that from the very beginning of 
t.J:ie transaction a minimum monthly delivery and accepiance obligation was included. Specifically, 
the 2004 Agreement contained a Minimwn Mon~ly Quantity (Fixed MMQ) delivery and 
acceptance obligation of 50,000 tons, subj~ct to 10% variation, which effectively resulted in an 
annual delivery and acceptance obligation of 600,000 tons per year. The DEP Panel testified that 
these obligations were carried forward into the 2008 Agreement Id at 167-68. 

Conclusion 

The Commission agrees with DEP witnesses Coppola and Halm and concludes that in 2004 
and 2008; given the level ofCTG's planned-investment in the wallboard facility at Roxboro, CTG 
was pursuing a fixed monthly amount of gypsum for its future wallboard' facility in o~der to obtain 
supply certainty. 

EVIDENCE AND CONLUSIONS FOR FIN!)INGS OF FACT NOS. 6-8 

The evidence supporting these findings of fact and conclusions is contained in the direct 
and supplemental testimony of Public Staff witness Lucas, the rebuttal and supplemental rebuttal 
testimony of .Company witnesses Coppola and Halm, and the rebuttal testimony of Company 
witness John Gaynor. 
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Summary of the Evidence 

Public Staff witness Lucas described the negotiation and execution of the 2012 Agreement 
in his supplemental testimony. According to wibless Lucas, CTG's Dave Engelhardt testified 
during the BusineSs·Court trial that after 2008 CTG changed the design of its plants, specifically 
the feeding system, and needed· to update the agreement to account for those changes. Witness 
Lucas testified that having observed the way CTG and DEP operated over the previous couple of 
years, Engelhardt had some thoughts on how to try to make the agreement more usable and build 
in some flexibility to cover variations. He had observed that production volumes· on DEP's 
side varied ·and that CTG's demand for gypsum varied with the market for wallboard. Tr. 
Vol. 3, 17-18. Witness Lucas testified that Lucas Supplemental Exhibit I reflects the actual 
production volumes for Roxboro and Mayo for 2008-2012, and confimis that production volumes 
did in fact vary. In addition, DEP witness Halm testified that there were only about six months 
between 2008 and 2012 (hat CTG accepted the full Fixed MMQ of 50,000 tons. Tr. Vol. 3,203. 

During the hearing witness Lucas testified that after.execution of the 2008 Agreement CTG 
realized it was not going to be able to meet its commitment to DEP to take the Fixed MMQ of 
gypsum, As examples of this realization, witness·Lucas testified thatCTG-had accepted no gypsum 
from DEP .under the 2004 Agreement, and that between 2008 and 2012 CTG had paid 
approximately $32 million to dispose. of gypsum it could not use in its plant. Witness Halm 
corroborated this, testifying that in January 2010 CTG disposed of 80,000· tons of gypsum in a 
landfill in.order to get it off the DEP :Stockpile because the stockpile was more than full, and the 
gypsum had to be removed for environmental and safety reasons. Tr. Vol. 3, 204. Thus, according 
to witness Lucas; between the 2008 and 2012·Agreement CTG had reasons to·be cautious because 
it needed to maintain a balance betwe~n a minirrium,amount and a maximum amount of gypsum. 
Witness Lucas-testified that it appeared that in October Of 2011, once CTG was getting closer and 
closer to actuaJly building a facility, that CTG realized it might not want 50,000 tons of gypsum 
per month. Id. at 53-55. However, he also agreed that the -CTG facility at Roxboro did need a 
certain amount of gypsum to stay in business. Id. at 41, 47. 

Witnesses Coppola-and Halm testified that given that CTG already had certainty of supply 
under the 2008 Agreement, there was no reasonable scenario in which CTG ·would voluntarily 
waive its pie-existing minimum delivery rights and risk not being able to fully leverage its 
investment,,particularly in light of th~ fact that there were no other eeonomically viable.sources of 
gypsum for CTG's Roxboro wallboard facility. They conterided that this is supported by the 
conclusion of the Business Court_that while CTG was willing t9 offer some monthly flexibility, it 
never intended to.change the MMQ from the fixed volume of 50,000 net dry tons per month t6 a 
variable MMQ based on DEP's actual production at Roxboro and Mayo. Tr. Vol. 3, 179. 

John Gaynor, a fonner employee of United States Gypsum (USG), testified that in his 
positions with USG he was responsible for procuring synthetic gypsum for USG and oversaw the 
procurement process, including contractual temis. His work also included developing new supply 
sources and agreements with power companies in connection with·the devefopment·ofthrce new 
greenfield wallboard plants. He stated that he reviewed the testimony of Public Staff witness 
Lucas, portions of the 2004 Agreement, the 2008 Agreement, and the 2012 Agreement. He also 
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reviewed the CTG Redline (Coppola and Halm Supplemental Exhibit I), w,d the Judgment 
He concluded: 

1. The flexibility,off6red by CTG ln·the context.of the negotiations of 
the: 2012 Agreement would not h;iv~ excused DEP .from satisfying th~ annual 
delivery obligation that was already "in effect and_ would p6tentially have imposed 
an absolute minimum stoCkpile oblig.ition. 

2. The financial Viability of the CTG manufacturing facility at 
Roxboro would have been highly dependent on anaadequate supply of gypsum; 

According to witness Gaynor, it is, therefore, reasonable and consistenf with .industry 
,practice in similar situations that.ci'G would have o~tained supply certainty from DEP in _order to 
ensure that CTG could·maxirriize production.at-its facility. Wib;less Gaynor further testified that 
once CTG had obtained supply certainty, as it did under ·the 2004 Agreement, and actually 
constructed the wallboard facility,,he did,not believe thatCTG would have:proposed or accepted 
any contract modification that would have materially reduc~d-ils long-term c·ertainty of supply. Tr. 
Vol. 3, 254-255. 

DISCUSSION AND CONCLUSION 

The Commission gives substantial weight tiJ witness Gaynor's testimony, based largely on 
,his experience and expertise in the wallboard manufacturing industry. Further, the Commission 
agrees with his premise that the CTG mariufacturing plant would be highly dependent on an 
adequate supply of gypsum; and that it' Js·cons_istetit with industry practice to obtain a regular and 
dependable supply of,gypsum. 

In its Post-HearingBrii:fDEP contended thatbecauseofCTG's investment in the Roxboro 
wallboard plan~ and other commercial considerations, as discussed by witness Gaynor, CTG WOuld 
not have-considered_' any contractchanges that would· elimiriate a requirement that DEP deliver.at 
least 600,000 tons, measured ru1nually, of gypsum. DEP Brief, at 17-18. According to DEP the 
basic premise of the 2011-2012 negotiations was'that DEP would be unable.lo modify the annual 
miniriium quantity requirement, even if it had,.been pcissible to negotiate some flexibility with 
respect to quantities delivered_ from month-to-month. The Commission accepts'that premise, and 
concludes $a~ it is not reasonably likely that-CTG w_ould have voluntarily rellllquished the supply 
certainty-that,induced-·its original investment in the facility. 

The Commission also·gives weight to the particular facts ofCTG's situation, which led to 
GfG's de~ireto neg0tiate,in the 201 l-2012·timeframe. Thos·e facts included: 

(1) Having entered into. the 2004· ·Agreement and a·pl8Il to build a wallboard 
plant at-the Roxboro-site, by 2008-CTG had accepted no gypsuin from DEP, and its plant 
was not'built. As a result, CTG and DEP-negotiated a new-contract, ·the 2008 Agree_ment; 
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(2) While working on its $200 million investment in the Roxboro plant, 
between 2008 and 2012 CTG paid approximat.ely $32 million to dispose of gypsum it could 
not accept; 

(3) The Great Recession of2008 had demonstrated to CTG its vulnerability-to 
a downturn in the h6using market; 

(4) In 2011, CTG's Roxboro plant was still not completed; and 

(5) In 2011, CTG, for the second time in seven years, sought to renegotiate its 
contract with DEP. 

Nonetheles~. the above facts do not outweigh the fact that CTG invested $200 million in 
its wallboard manufacturing facility adjacent to DEP's Roxboro plant, an investment that was 
predicated on the 2004' and 2008 Agreements that provided CTG an .assured supply of gypsum 
from DEP. 

Based on·the foregoing, the Commission finds and concludes that.CTG had a reasonable 
business basis to maintain its entitlement under the 2004 and 'the 2008 Agreements to supply 
certainty. As a result, the starting point under which DEP and CTG were negotiating in 2011 was 
:that CTG would require that same degree of supply· certainty- 50,000·MMQ or a corresponding 
annual equivalent of600,000 tons. 

EVIDENCE AND CONLUSIONS FOR FINDINGS OF FACT NOS. 9-17 

The evidence supporting these findi_ngs of fact and conclusions is contained in the 
Commission's dockets for the merger of Duke Energy Corporation ·and Progress Energy, Inc., 
Docket Nos. E-2, Sub 998 and E-7, Sub 986, the direct and supplemental testimony of Public Staff 
witness Lucas, lhe rebuttal and supplemental rebuttal testimony of Company witnesses Coppola 
and Halm, and the testimony of Engelhardt during the Business Court trial. 

Summary of.the Evidence 

-The DEP Panel and Public Staff witness Lucas testified to the negotiations between DEP 
and CTG from October 2011 through February 2012 on modifications to the 2008 Agreement. 
Public Staff witness Lucas testified that Engelhardt provided a list of proposed modifications to 
lhe 2008 Agreement entitled "Roxboro Stockpile Scenarios" (Roxboro Scenarios) to DEP witness 
C0ppola. The Roxboro,Scenarios were attached-to witness Lucas' testiITlony as Confidential Lucas 
Supplemental Exhibit 2. The same document was entered into evidence during the Business Court 
trial as Exhibit 24. Witness Lucas testified that Engelhardt discussed the Roxboro Scenarios with 
witness Coppola. Tr. Vol. 3, 18; DEP Lucas Cro~ Examination Exhibit 4, p. 236 [Trial Transcript, 
Vol.2]. 

During the Business Court trial Engelhardt stated that he was thinking about flexibility for 
CTG in the amount of gypsum that it had to accept and flexibility for DEP in the amount of gypsum 
that'it had to supply when he prepared the Roxboro Scenarios. Trial Tr., Vol. 2, 136-37. According 
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to Engelhardt, he tried to include the concepts of the Roxboro Scenarios in a draft redlined 
agreement (CTG Redline} that he sent to Company witness Coppola in October 2011. The 
CTG_ Redline was introduced into evjdence in the Business Court as Exhibit 23, and before the 
Commission as DEP Supplemental Exhibit 1. The following is the exchange behveen Engelhardt 
and CTG's counsel regarding the timing of the Roxboro Scenarios .and ·CTG Redline,. and 
Engelhardt's testimony as to witness Coppola's response to them. 

Q. All right. So you sent Exhibit 23 [CTG Redline]to Ms. Coppola in October of 2011, 
correct? 

A. That's correct. 

Q. And what happened after that? 

A. Well, we - I had sent her the scenarios as well. And we had a call - I don't.remember 
exactly -- maybe a week later, to discuss the scenarios page that I had sent her. And from 
then, there wasn't a_ lot of activity going back and forth. They were reviewing the contract. 
Barbara did tell me when we reviewed the scenarios that she preferred to stay with the 
contract - the minimum monthly requirements and those numbers as they were stated in 
the 2008 agreement. 

Q. Take a look, if you would, at Exhibit 25, please, Mr. Engelhardt. 

A. Okay. 

Q. And are you familiar with thi~_document? 

A. Yes. 

Q. And is this a series of emails bet\veenyou·and·Ms. Coppola? 

A. Yes, it is 

Q. And in lhe email -- there's an email - lhe first email at the bottom Of the page is dated 
October 24,201 I. Do you see lhat? 

A. That's correct 

Q. That's 2 weeks after you sent her -

A. Yes. 

Q. -- your draft; is-that-right? 

A. That's correct 
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Q. And does she make a statement in this agreement about what Duke would like to do 
with regard to the volumes? 

A. Yes. She said: "In general; we:would like to leave the volume obligation as is. We can 
discuss." 

Q. All right When-did Duke·rCspond to your October 201 l draft? 

A. They sent a draft back in February of 2012. 

Q. And after you had a conversation with Ms. Coppola in October about your scenarios, 
can you ,describe the level and nature of communication between Duke and CTG about 
this contract? 

A. There really wasn't any - any significant communications. We really never sat down 
and discussed any further- after the scenarios discussion, we didn't really discuss ariything 
further. There might have.been one or two phone calls in there on "where arc you," '-'where 
do we.stand on this, " but that Would ,have been the extent of it. 

Lucas Exhibit 4, pp. 157-59. 

The October 24, 2011 email from witness Coppola that Engelhardt referenced was attached 
to witness Lucas' supplemental direct testimony as C0nfidential Lucas Supplemental Exhibit 3. 

In response to questions from the Commission during the-March 10, 2020 hearing, witness 
Coppola• stated that she remembered receiving the Roxboro Scenarios ari.d CTG Redline from 
Engelhardt in October 2011, and that there were num·erous discussions .around building some 
flexibility into the contract. Tr. Vol. 3, -210-12. However, in their supplemental rebuttal testimony 
Company witnesses Coppola and Halm asserted that in 'assessing whether it were imprudent for 
DEP to reject the majority of the changes· proposed in the CTG Redline, it is necessary to 
understand the precise details of what CTG actually offered and to assess whether what CTG 
offered was better than what was already in effect. They explained that the delivery and acceptance 
obligations of the parties were.measured in three distinct but related-ways: (l).monthly delivery 
and acceptance quantifies, (2) annual delivery and acceptance quantities, and (3) minimum and 
maximum stockpile quantities. Tr. Vol. 3, 174. 

Witnesses Coppola and Halm provided CTG's Redline changes as DEP Supplemental 
Exhibit I (introduced in the Business Court as Exhibit 23). According to witnesses Coppola and 
Halm, the modifications proposed by CTG were intended only to provide greater monthly 
variability bl.it left in place the 600,000-ton annua1 quantity Obligation and introduced· new 
obligations related to DEP's obligation to maintain a minimwn stockpile .. They cited Finding of 
Fact No. 111 of the Judgment- in which the-Business Court concluded that CTG intended,to allow 
for greater monthly variations while maintaining an annu11I quantity obligation and requiring a 
stockpile ·buffer. They opined that the reason CTG-may have been. interested in obtaining more 
flexibility with respect to the monthly delivery and acceptance obligations is that during the time 
period in which CTG's operations were ramping-up, CTG was typically unable to accept enough 
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gypsum to satisfy the MMQ. According to the DEP Panel, due to .its contractual acceptance 
obligations CTG incurred more than $32 million disposing of gypsum that it was not able to receive 
and utilize at its facility. Id at 174-75. 

Witnesses,Coppola and Halm stated that the.CTG.Redline proposed that DEP be.obligated 
to maintain the stockpile at a minimum of 100,000 tons. They asserted that it would have been 
imprudent-of the Company to-accept CTG's proposed revisions because the proposal did not offer 
DEP significant' advantages over the existing agreement·- that. is, it left in- place a 600,000-ton 
annual delivery obligation and may have imposed obligations related to the· s~ockpile that were 
potentially more onerous.than those under the 2008 Agreement. Further,.according to witnesses 
Coppola and Halm, even ifDEP had.accepted the CTG Redline exactly as·,proposed, DEP would 
still be-in the exact same·situation as it is today, and DEP would have been unable to satisfy the 
annual delivery requirements or maintain the minimum stockpile amounts without incurring 
substantial additional costs to obtain gypsum from sources other than the Roxboro. and Mayo 
plants.. Further, they opined that DEP would still have had to exercise the, right to discontinue 
supply and pay liquidated damages. Id. at 176-77. 

Regarding the Roxboro scenarios presented by the Public Staff as Lucas Confidential 
Supplemental Exhibit 2, witnesses Coppola and Halm contended that the Roxboro Scenarios 
represented an earlier iteration of CTG's perspective on possibilities related to delivery 
obligations. Witnesses Coppola and Halm asserted that like the CTG Redline. the Roxboro 
Scenarios would have introduced a level ofshort-tenn flexibility while imposing finn obligations 
that were either the same or more onerous than was currently in·effect under the 2008 Agreement. 
Id. at 177-78. 

The 2012 Agreement was executed with an effective date of August I, 2012. Tr. 
Vol. 3, 18-19. The 2012 Agreement was entered into evidellce,as Confidential FPWC Harrington 
Exhibit 1.1 

In its Interim Order the Commission took note of the dates_ of Several events described by 
witness Lucas in relation to the date that DEP entered into the 2012 Agreemenl One such date 
was April 4, 2011, when Duke Energy Corporation and Progress Energy, Inc. filed the application 
for approval of their merger in Docket Nos. E-2, Sub 998 and E-7, ·sub 986 (merger proceeding). 
The Commission further noted that attaehed to the merger application was a Joint Dispatch 
Agreement (JOA) (Exhibit 3), and that on June 29, 2012, the Commission issued its Order 
Approving Merger Subject to Regulatory Conditions and Code of Conduct (Merger Order). The 
Commission further observes that DEP employee Alexan_der Weintraub, who signed the 2012 
,Agreement, filed direct·testimony on behalf of DEP on May 20, 2011, in the merger proceeding, 
and•filed supplemental testimony on June 13, 2012. 

1 By letter dated April 20, 2020, the Public Staffinfonned the Commission lhat the Company agreed lhat 
I.be confidcrilial designation for this dOCument should be removed. 
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In his direct testimony Publ_ic Staff witness Lucas stated that under the JDA, which the 
companies entered· into after the merger was approved, energy purchases 'between.DEP and DEC 
are facilitated, thereby enabling the two companies to optimize the efficient dispatch of their 
combined generating fleets. Tr. Vol. 2, 63-. 

Also attached,to the merger application, as Exhibit 4, was a Compass Lexecon Analysis of 
Economic Efficiencies Under Joint Dispatch (Compass Lexecon Study). The Compass Lexecon 
Study was·. introduced at the hearing _as PuhliC .Staff Lucas ,Redirect Exhibit 3. Witness Lucas 
testified that the Compass Lexecon Study, and in particular Exhibit I ·to the Study, showed that 
beginning in 2012, assuming the merger was approved, the utilization of DEC's large coal-fired 
generating.units would increase across the.majority of months,-while the utilization ofDEP's large 
coal-fired generating units would decrea_se across ,the majority of months. Witness Lucas stated 
that the Study further found that during.hours whe_n DEC's high efficiency coal-fired generators 
have excess production capability they can provide lower cost energy compared- to OEP's 
somewhat less efficient large coal-fired generators, such as Roxboro and Mayo. 

In his supplemental testimony, witness Lucas noted that Ordering Paragraph No. 3- in the 
Commission's Merger Order issu_cd on June 29, 2012, approved the JOA and that the Merger Order 
was issu_ed more than one month.before the effective date oft~e 2012 Agreement, August 1, 2012. 
Tr. Vol. J; 26. Further, the Commission notes that,on July 2, 2012; Duke Energy and Progress 
Energy filed a letter in the merger proceedi_ng notifying the Commission that they accepted all of 
the-terms and conditions of the-Merger Order. 

In their supplemental rebuttal testimony, witnesses Coppola and Halm asserted that 
negotiations regarding the 2012 Agreement-"commenced,in June 2011, well before there was.any 
degree.of certainty regarding-'i:he outcome of the merger.and before important aspects.of the JDA 
were·solidified. They further testified that the parties had largely resolved the major commercial 
terms of the 2012 Agreement by February 2012, well befoi-e there. would have been cert;iinty 
regarding the merger or the ultimate impact of the JOA. Tr. Vol. 3, 184. Further, witnesses Coppola 
and Halm stated that they had been advised that it .was not possible to have finalized the JDA prior 
to the-Commission's approval of·the merger. They stated that· DEP merger witness Weintraub 
stated in his initial testimony in the merger proceeding that DEC and DEP could not share 
proprietary infonnation·prior to approval of the merger. They also asserted that while the Compass 
Lexecon Study projected·total savings from the JOA over a-five-year period, it also described·the 
complexity of the ]DA and that many issues other than fuel costs had to be c6nsidCrcd. Witnesses 
Coppola and Halm testified that many of these issues coufd not be resolved until the merger was 
approved and proprietary infonnation could· be shared and analyzed. Tr. Vol. 3, 184-185. 

Finally, witnesses Coppola and'Halm testified-that the IDA did not reduce the amount·of 
generation at Mayo and Roxboro; rather, the primary cause of the reduced generation was lower 
gas prices. They noted that during the Btisiness Court tri~l DEP witness Eric Grant testified that 
ihe JOA.had not caused·the reduction in dispatch from Roxboro and M~yo, that Grant testified that 
80% ,of the megawatt. hours had nowed from OEP to DEC under the JOA, and -that. the court 
rejected the position that the.JOA caused-a reduction in DEP's production of'synthetic gypsum. 
Id. at 186. 
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Public Staff witness Lucas testified as to what the Company's 2010 and 2012 avoided cost 
data shoWed regarding DEP's planned-disp~tch of coal"'.fired units. He testified that in DEP's 
responses to data requests in the 2010 and.2012 Avoided•Cost proceedings, the latter being more 
than two months-before DEP signed the 2012 Agreement on August 1, 2012,1 DEP stated that-it 
anticipated that dispatch of its coal.plants would Play.a lesser role going forward iit meeting energy 
requirements. According to witness Lucas, this evidences that DEP knew th.at less frequent 
dispatch of its coal plants would mean reduced gypsum produ_ction, ,ancJ that DEP should 
·have taken that infonnation into account when negotiating and signing the 2012 Agreement. 
Id. at 22-23. 

Further~ Public SfaffWitneSs Lucas testified in.detail about DEP's and DEC's extensive 
pre-2011 efforts at converting from generating,electricity with coal to generating with-natural gas. 
Witness Lucas opiiled that this evidence shows that well before negotiating ~d executing the 2012 
Agreement DEP was aware that it was· retiring coal-fired uriits-and ·replaeing them with natural 
gas-fired generation. Tr. Vol. 3, 28-29. 

Pub1ic'Staffwitness Luc',ls also testified regarding DEP's gypsum forecasts. He stated that 
in a forecast performed on December 15, 2_011, attached to· his testimony as Lucas Supplerriental 
Exhibit 4, DEP was not forecasting production of more-than'S0,000 dry tons or gypsum per month 
from Rpxboro and Mayo for ally montli in 2012. Witness Luc~.also attached to his testimonY 
Lucas Supplemental Exhibit 5, Which was a gypsum forecast that DEP provided "to CTG on 
May 23, 2012, more than two months 'before DEP' executed the 2012 Agreement. According .to 
witness Lucas, the document shows that as-ofMay-2012 DEP was not forecasting 50,000·.tons of 
gypsum a month from Roxboro and May through the end of2013. /d. at 29. 

In addition to the gypsum fo~ts, Witriess Lucas provided evidence of the actual 
production'of gypsuma~· R0xDoro and Mayo leading up to the execution orthe_2012 Agreement. 
Attached to his testimony as L\jcas ·supplemental, Exhibit l ·was a table which showed· tha.'t for 
2008, 2009, ·2010, and 2011, the highes't annual-production at both ·plants .combined averaged 
37,748 wet tons per month (20101 whicti,he:testified equates to about 35,280 dry tons per month. 
According.to wjtnesS Lucas, in 2012 the two-plants averaged 51,023 wet tons per month, which 
equates to 47,68~ dry tons per month at a 93.46% wet-to-dry reduction. Witness Lucas asserted 
that the gypsum forecasts and actual pro_duction history demonstrate that in 2012 DEP knew or 
should have' known that it was·not pro·ducing and \l{llS not expected to produce 50,000 net.dry tons 
of gypsum a month at Roxboro a:ild Ma:yo. Id. at 29-30. • 

During the hearing, witness Lucas testifjed that DEP overcommi~d in the 2012 
Agreement. He asserted that DijP _had plenty of information on·hand·to cause it to.realize-that it 
was not going to be able to meet the 50~000-ton MMQ. According.to witness Lucas,'this included 
the fact that-in-the three years prior to 2012 the Roxboro and Mayo Plants had not'come-close-to 
making 50,000 tons or gypsum per month, and that ih the 2010 avoide~ .cost proceeding DEP 
'predicted that-coal-fired plallts would be dispatched less frequently gciing forward. Witness Lucas 
further cited DEP's 2010 prediction that its 2011 coal-dispatch would be about 92% less than in 

1 Accordil1g to witness Lucas, presumably DEP ran ihe models that produced these numbers well in advance 
of filing its_ 2012 A_voided Cost data 
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20101 and its.prediction ofreduced,dispat~h until about 2017, When coal dispatch would.go down 
to 63% ofDEP's 2010 level_. Witness Lucas also testified lhat around·2009 natural gas prices had 
plummeted, and lhat lhey were still low in 2012 .. He stated that DEP had two natural gas-fired high 
effici~ncy plants undcr'construction at lhe time that could hav~ displaced Roxboro and Mayo's 
generation. Tr. Vol. 3, 22, 45-46. 

Witness.Lucas further asserted that DEP had,every reason to·bclicve it could never meet 
the 50,000 tons, and every reason to at least examine the option-of not-committing itself to supply 
50,000·tons,of gypsum to CTG per month. He testified that.he did not know if.DEP would have 
ended up in the same place had·lhey accepted CTG's proposed revisions, but that it would· have 
been less likely. Id. at 70-71. Witness Lucas testified that he·had not perfonned any analysis or 
examination to ·detennine whether or not -DEP would have been able to avoid a breach of the 
provisions of the CTG Redline had- it ,ai;cepted those proVisions and reduced them to a final 
executed agreement. Tr. Vol. 3, 131-135. 

Company witnesses Coppola·. anQ Halm acknowledged in their supplemental rebuttal 
testimony that generation. from DEP'S coal-fired plants was generally declining over the period 
2010-2012. They also acknowledged that -the Company was retiring some of its Sm<!,ller, less 
efficient'coal-generating units.during that time·frame. They asserted, however,.that it is.a leap of 
tremendous proportion to conclude from these facts that the Company had sufficient infonnation 
to definitively conclude that it would be unable to satisfy its gypswn ,supply obligatio_n over-· a 
17-year period. They contended that it Was not accw-ate to-assume·that gypsum productio_n bears 
a lineanelationship to·capacity factbrs,.and there are many factors that influence actuaJ',gypsum 
production. They stated that coal with a 3% sulfur,cohtent (e.g. Illinois Basin coal) will produce 
three times as much- gypsum as I% sulfur content (e.g: 1Ceritral Appa_lachian coal) for the same 
volume of coal btim with similar heat content. Similarly, they.testified that limestone purity and 
sulfur, Qioxide (SO2) remc:>Val etiiciepcy Can have a'_material impact on the ainount of synthetic 
gypsum produced from.a coal-fired unifindependent of the unit'.s capacity factor. They stated that 
during the time period- in which the parties were negotiating the 2012 Agreement DEP was 
performing testing of various combinations of Illinois Basin coal at Roxboro and Mayd·and that 
use .of that lower cost,, higher sulfur coal would, all things. being.equal, increase the amount of 
gypsum being produced even-at a reduced level-.of generatitm. Tr. Vol 3, 182-183. 

With respect to--the Company's .gypsum forecasts presented by Witness Lll_cas, \'{~ile 
agreeing. that the two forecasts p~ojected gypsum production leVels lower than the Fixed MMQ 
over a short-term period, witnesses Coppola and Halm.stated that two factors should.be taken into 
account. First, during the 2011-2012 tiine•period, the gypsum stockpile Was near the-maximum 
capacity and therefore, there was no scenario where DEP would be deemed to have failed to 
provide the MMQ in the short tenn; even if the actual gypsum production from Roxboro and Mayo 
was less than 50,000 tons per mCm!h. Therefore, they asserted that the; fact that the sh0rt-tenn 
forecasts show monthly production less than•S0,000 tons does not mean that DEP did not have 
confidence in its ability to satisfy the FixedMMQ in the short tenn. Second, according to witnesses 
Halm and Coppola the issue is not whether DEP wot.ild have been able to satisfy its delivery 
obligation ove·r a single year, but whether it-could satisfy its obligation over the entire tenn of the 
2012 Agreement. Id. at 187-l 88. 
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DISCUSSION AND,CONCLUSIONS 

Legal Standard 

Pursuant.to N.C.G.S. § 62-133.2(d), in pertinent part: 

[I]n reaching its decision the Commission shall consider all evidence 
required .under subsection (C) of: this section as well as any and ·all other 
competent evidence that may assist the Commis~ion in reaching its 
decision ... 

[T]he'burden of proofas to the correctness·and reasonableness of the charge 
and as.to whether the 9ost of fuel and·fuel-related costs were reasonably and 
prudently incurred shall be on the utility. 

The prudence and reasonableness standard applied by ·the. Commission is generally 
stated as: 

[w]hether management decisions were made in a reasonable manner and at an 
appropriate time on the basis of what was reasonably kn_own or reasonaj)ly should 
have;been kn<;>wn at that.time (citation.omitted) ... The,Commission notes.that this 
Standard is one-of reasonableness that must be based' On a c-ontemporaneous view 
of'.the action or decisiori unPer question. Perfection -is not required .. Hindsight 
analysis -- the judging ,of events based on -subsequent developmerits - is not 
permitted; 

Order Granting Partial Increase,in Rates and Charges, ApplicatiOn by Carolina Power & Light 
Company Jor,Authority lo Aqjusl and Increase lts,.RiJtes·a_ndCharges, No. E-2, Sub 537, at 14 
(N.C.U.C. Aug. 5, 1988), rev'd in part o_n other grounds and remanded, Uiils. Comm'n v. 
Thornburg, 325 N.C. 484,385 S.E.2d 463 (1989) (Harris Order), 

In the Harris Order the Commission ;stated that challenging prudence requires a detailed 
and fact intensive analysis, and the_ challerigef'is required to (1) identify specific and discrete 
instances of imprudence; (2) demonstrate·the existence of prudent alternatives; and (3) quantify 
the effects ofthe-imptudence.on'ratepayers. Harris Order, at 252. " 

As a general rule, if th~ utility pres_ents- evidence supporting the reasonableness and 
prudence ofan act and no evidence challenging the,reasonableness·or prudence is presented,.then 
a prima facie case is made as to reasonableness 1µ1d _prudence. State ex rel\ Utilities Comm 'n. v. 
Intervenor Residents, 305 N.C. 62, 76-77,286'S.E.2d 770,779 (1982). 

In the present case witness Lucas· testified about three factors that led to the reduced 
dispatch of the·R,oxboro units: (1) the JDA, (2) the sustained-decline in natural gas prices

1 
and 

(3) DEP's and DEes conversion fromcoal-fired generation to natural ,&as-fired generation. In the 
Interim Order the Commission concluded that all of these.facts were known to DEP when it entered 
into the 2012 Agreement with CTG-onAugust 1, 2012. Nevertheless1 DEP negotiated and signed 
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the 2012 Agreement_ that committed it to deliver 50,000 tons of gypsum per month from the 
Roxboro Plants through April 2029, and to maintain a-gypsum stockpile of-250,000 tons for that 
same period of time. The Commission concluded that the evidence presented by Public Staff 
witness Lucas regarding the. JOA, natural gas prices, and DEP's and DEC's conversion from 
coal-fired gen1;:ration to natural gas-fired-generation was-substantial evidence that rebutted DEP'.s 
primafacie case.of the prudence and reasonableness ofits decisions and actions in connection with 
the 2012 Agreement. As a result, the burden of proof on this issue remairied with DEP. 

With respect to whether DEP acted prudently in entering into the 2012 Agreement, witn~s 
Lucus stated that 

The Public Staff concludes that it was unreasonable and imprudent for DEP to enter 
into the 2012 Agreement as it was wri_tten, especiaJly when, as was concluded in 
the lawsuit, DEP was offered the opportunity to enter into a more flexible 
arrangement. Therefore, at least some of the costs arising out of the lawsuit with, 
CertainTeed should be excluded from recovery. 

Tr. Vol. 3, 30 

On the other hand, the DEP Panel concluded that DEP's actions were reasonable and 
prudent. Tr. Vol. 3, 164. 

Specific and Discrete Instances or Imprudence 

The Commission·finds ahd concludes that at the'time that the 2012 Agreement was being 
negotiated by DEP and CTG, and before it was signed ih ;,\ugust 2012, DEP's management knew, 
or reasonably should have known, that the effect of the merger, and specifically the JDA, was 
projected to result in the increased dispatch of the more efficient DEC coaJ units and the decreased 
dispatch of the DEP coal.units, including Roxboro and Mayo. In connection with this finding the 
Commission gives substantial weight to the Compass Lexecon Stud)'., and in particular Exhibit. t 
to the Study showing that-beginning with 2012 the utilization of DEC's large coal-fired generating 
units would increase across the majority of months, while the utilization ofDEP's large coal-fired 
generating units would decrease across the majority of months. The Commission further notes that 
the Study was filed as Exhibit 4 of the merger application as a public document Obviously, witness 
Coppola had access to _the Study. Further, Company management was obviously aware of 
the Study. 

The rommission further finds and concludes that at the time the 2012· Agreement was 
being negotiated by DEP and CTG, and before it was sigfled in August 2012, DEP was engaged 
in a steady transition from the use of coal-fired generation to the use of natural gas-fired generation, 
in~luding the retirement of coaJ-fired plants as soo_n as gas-fired CCs came online to replace the 
coaJ plants. The Commission gives substantiaJ weight to Public Staff witness Luca5's testimony 
on this point. The Commission also notes that the DEP witnesses presented no substantial evi_dence 
to refute this point. 
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In addition, the Commission gives significant weight to witness Lucas' testimony about 
the drop in natural gas prices that began around 2009 and was continuing, or at a minimum was 
sustained, through August 2012. The DEP Panel testified that, "Specifically, due to the decrease 
in natural gas prices, the dispatch of Roxboro and Mayo Generating Stations decreased and 
therefore the amount of synthetic gypsum produced decreased." Tr. Vol: 2, 146. Yet, they provided 
no testimony about how, or whether, the sustained-decrease in natural gas prices from around 2009 
to August 2012 was used by them in assessing whether DEP could meet the Fixed MMQ under 
the 2012 Agreement. 

Based on the evidence conceming,natura\ gas prices, the potential effects of the JOA, and 
DEP'ir conversion to natural gas-fired generation, the Commission concludes that DEP should 
have been cautious in assessing whether these developments would reduce its coal-fired generation 
subStantially; and, consequently, could result in DEP's failing to meet the Fixed MMQ for the 
17-year tenn bf the 2012 Agreement. That level Of cautiousness is not apparent from the evidence 
presented by DEP regarding its negotiations with CTG. In particular, the evidence tends to.show 
that after DEP received the Roxboro Scenarios and the CTG Redline it did not engage in significant 
negotiations with CTG around the possibility of additional flexibility in its supply obligation and 
CTG's acceptance obligation. According to Engelhardt. DEP's response to the CTG Redline was 
essentially that it did not want to negotiate further because it was satiSfied witfrthe quantity terrns 
of the 2008. Lucas Exhibit 4, pp. 157-59 

In addition, in response to questions from the Commission about why DEP rejected CTG's 
offer to set the stock_pile minimum at 100,000 tons, witness Coppola slated 

Yeah. So there certainly was a potential for the 100,000-ton stockpile to be a 
requirement with damages. It's hard to say because we didn't get down to that level 
of granul!lI'ity in the negotiations because we took a different path, the path that we 
finally ended up with in the 2012 Agreement[.) 

Tr. Vol. 3,212. 

As the ·Commission has previously concluded, CTG was not reasonably likely to giVe up 
the supply certainty established in the 2004 and 2008 Agreements, even though the· Roxboro 
Scenarios and the CTG Redline suggest that CTG may have been willing to consider some 
flexibility with respect to month-to-month quantities delivered. Nevertheless, the Commission 
would have found it instructive to have some evidence from DEP·as to why·DEP did not explore 
the possibility of more flexibility in meeting_ its obligation. CTG initiated negotiations for a 
revision of the 2008 Agreement with proposals that signaled possible receptiveness to some degree 
of flexibility, but DEP,offered the Commission no explanation whatsoever as to why it declined 
to explore the· extent of CTG's possible, openness to flexibility. The only substantive change 
resulting from the negotiations was DEP's agreement to establish a minimum stockpile obligation 
of 250,000 tons, an obligation that did not exist in the 2008 }\greetnent This result leaves the 
Commission wondering whatDEP received and CTG gave up, if anything, in•retum for this new 
minimum stockpile obligation on DEP. 
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Further, in both the Business Coun and before the Commission DEP witness Coppola 
testified.that the intent ofDEP and CTG was to negotiate and enter into a variable supply cohtract. 
Tr. Vol. 2, 165-66; Judgment, Finding of.Fact No. 107. As the Business Court concluded, the 2012 
Agreement was ambiguous on that point, leading the court to take extensive testimony on the intent 
of the parties and ultimately to conclude that the 2012 Agreement was i_nterided by DEP and CTG 
to be,a fixed supply-contract requiring DEP to deliver 50,000 tons per month. Id., Finding,ofFact 
Nos. 120-131. It would not appear difficult for DEP to have drafted language that unambiguously 
stated the parties' intent that DEP would deliver and CTG would aCccpt the amount of gypsum 
produced at the Roxboro Plants. The Commission expects DEP to exercise more care in drafting 
its contract language in the future. 

With respect to whether the evidence ofrecord in this.proceeding demonstrates·imprudence 
by DEP, the Commission concludes that DEP presented substantial evidence of its prudence and 
the Public Staff presented substantial evidence tending to show DEP's imprudence. Ordinarily,.the 
Commission would continue its analysis by weighing 'the competing evidence and making a 
determination of prudence or imprudence from a preponderance ofthe·evidence. In.this instance 
that determination is made more difficult by the very sparse evidence concemi_ng the· parties' 
motives, objectives, or evaluation of possible options. However, ultimately, the Comrriission.has 
found that it need not engage in the exercise since the dispositive elements are the second and third 
Harris criteria. 

Existence-of Prudent Alternatives 

As previously discussed, the Roxboro Scenarios and CTG Redline were an invitation by 
CTG for the exploration of more fleXibility in the contract between the parties. The Roxboro 
Scenarios included three concepts relating to gypswn supply· and acceptance by the parties ... 
From the four comers of the document setting" out the scenarios it woi.Ild appear that CTG was 
potentially willing to contemplate flexibility not only with respect to monthly delivery quantities 
but also, possibly, with respect to the.annual minimum delivery requirement. The Commission is 
unable to conclude·from this, however; that the Roxboro Scenarios document can carry the weight 
the Public Staff ascribes to fr .. There is no evidence that any significant negotiations were premised 
on. the Roxboro Scenarios, and the CommisSion cannot engage in speculation about what would 
have happened during any hypotheticaJ negotiations around the Roxboro Scenarios or whether 
those negotiations might have ultimately led to an executed agreement-more favorable to DEP, 
one with quantity terms that could have been performed by DEP over an e_xtended period without 
breach. Contract negotiations involving complex commercial agreements such as:the one at hand 
in this case ofiell take unexpected or unpredictable turns; the positions of parties change and morph 
as different competing considerations.are weighed, and what starts out as a simple concept sheet 
ma)' become in the end an elaborate document whose terms bear oilly a small resemblance to where 
the negotiations began. 

The Roxboro Scenarios were followed almost immediately by Engelhardt providing to 
DEP the CTG Redline. That contract.proposal can be read a_s a definite and firm offer for DEP's 
consideration,.but it does not track the Roxboro Scenarios and, most importantly of all, it stipulates· 
a minimum·600,000 annual ton delivery requirement. Whatever flexibility the CTG Redline may 
have offered DEP with respect to monthly quantities and stockpile levels; it did not offer the 
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prospect ofclropping the'fixed minimum annual quantity. In some respects, the annual 600,0Q0-ton 
gypsum supply obligation proposed by CTG in the CTG Redline might have been less burdensome 
than the 50,000-ton Fixed MMQ,agreed to by DEF in the 2012 Agreement. If there is one certainty 
in the electric utility business it is that the generation levels of electric plants vary from month to 
month-based on a myriad of factors, including weather,-maintcnance needs, and the.availability of 
other generating plants. Thus, for example, it might have been helpful for DEP to haye the 
flexibility of making up quantities of gypsum missed during the months of January and February 
due to a mild Winter with quantities produced in July ~d August as the result of a hot swnmer. 
Standing alone, the choice of an annual requirement of 600,000 tons of gypsum versus a monthly 
requirement of 50,000 tons might be the reasonable choice. 

However. as DEP maintained in its testimony the tenns of the CTG Redline had to be 
considered by DEP in their entirety,.not piecemeal. In particular, the DEP Panel testified that one 
reason DEP rejected the CTG Redline was that it "introduced new and potentially onerous 
provisions concerning DEP's obligation to maintain a minimum'Stockpile." Tr. Vol. 3, 174. As an 
example of lhis, in its Post-Hearing Brief DEP discussed the lack of a defined monthly 
supply/ac~eptance wnount in the CTG Redline, and contended, therefore, that the CTG Redline 
would enable CTG to take any amount of gypswn off of the stockpile at any time, thus potentially 
requiring DEP to replenish the stockpile on a regular basis. DEP also cited the Business ·court 
Judgment as.reaching this conclusion. DEP Brief, at 11-12. 

In addition, the CTG Redline liquidated damages provisions offered nothing substantively 
different from the corresponding section of the 2012 Agreement. In the 2012 Agreement, the 
liquidated damages provision stated the following grounds for CTG's receipt of' liquidated 
damages, in pertinent part: 

Discontinued Supply bv Progress Energy. If Progress Energy ... (b) takes any action 
that prevents or will prevent Progress Energy from supplying at least-fifty percent 
(50%) of the Minimum Monthly Quantity each month over a five (5) year period, 
or (c) takes any other action that causes Progress Eilergy.~o supply _300~000 Net Dry 
Tons or less Gypsum Filter Cake per year in two (2) consecutive Contract Years[.] 

In subsection (b), the CTG Redline struck the word "Monthly" and replaced it with 
"Annual." At first glance, this would appear to be an advantage, as instead of being liable for 
liquidated damages if DEP missed delivering 25,000 tons during just.one month a, year in five 
consecutive years under subsection (b) of the 2012 Agreement, under the CTG Redline DEP would 
only be· liable for liquidat_ed damages if'it failed to supply 300,000 tons every year for five 
consecutive years. However, the CTG Redline also retained subsection ( c ), thus cancelling any 
advantage that subsection (b) may have provided. The confused drafting in this provision 
reinforces the need for caution in drawing any conclusion about whether or not the CTG Redline 
would have led to a final, executed agreement on tenns more favorable to DEP than the 
2012 Agreement itself. 

Based ona consideration of all the evidence the Commission is unable to identify a specific 
alternative agreement that would have resulted from DEP's attempt to negotiate based on the 
Roxboro Scenarios or the CTG Redline and that would have contained final, executed terms more 
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favorable to DEP than the 2012 Agreement. In particular, the Commission concludes from the 
evidence that there was no ,reasonable likelihood that any alternative agreement resulting from 
such negotiations· would not have contained both (i) a 600,000 ton minimum annual quantity 
commitment, and (ii) a provision putting DEP in breach if it failed to deliver at least 50% of the 
minimum annual quantity, or at, least 300,000 tons, for two consecutive years. 1 

Quantification of Alleged Imprudently Incurred Costs 

Witness Lucas testified that on March 9,.2017, DEP sent CTG a letter notifying CTG that 
the gypsum stockpile would fall below the required minimum under the 2012. Agreement. He 
further testified that DEP failed to meet the 50,000 tons per month requirement in May and 
June 2017, and September2017 through January 2018. Tr. Vol. 2, 64. 

The DEP Panel testified that even if DEP had chosen to accept the temis of the 
CTG Redline it would have. ended.. up defaulting and paying liquidated damages. 
Tr. Vol. 3, 247-48. Further, the DEP Panel testified as follows: 

Q How did .the Company go about deciding whether or not to elect to 
discontinue supply under the Agreement at the.time it did so? 

A We-evaluated the long-term forecast, the short and long-tenn forecast, and 
it did not appear that we would·be making enough material to satisfy the Agreement 
and that it would drop to substantially lower numbers, drop-well below 50 percent 
of the obligation, and that we had reviewed what the cost Would be a,ssociated with 
getting aJternate material from other sources; ~ looked internally and externally, 
and found that material would not be available ConSistently enough _and the.price 
was - exceeded our other options that we had per, I believe, Section 6.2. 

Tr. Vol. 3, 246. This is the substance of DEP's position that had it- accepted the CTG Redline; 
which was the only defin_ite,offer made by·CTG in_ the-2011-2012 negotiations, it still would.have 
ended up in,a position.ofbreach,.termination; and payment-of liquidated damages. In evaluating 
this-contention and applying the third Harris Order criterion the Commission thus has sought to 
consider what, if anything, would have happened differently in the time period 2018-2019 had 
DEP been subject to·the quantity and delivery perfonnance standards uhder the·CTG Redline. 

During the hearing, Public Sta IT witness Lucas was asked questi9ns by the Commission 
about whether DEP would have defaulted on the contract if DEP had accepted the terms of the 
CTG Redline, in particular the I 00,000-ton stockpili minimum, rather than the 250,000-ton 
minimum agreed.upon in the 2012 Agreement. Witness Lucas testified that the Public Staff had 
not perfonned an assessment of whether DEP would have defaulted under the tenns of the CTG 

1 During the hearing the Commission explored whether DEP had,options available to it in 2011 either than 
negotiating a modified agreement and continuing performance under such rriodified agreement, including options such. 
as attempting to identify potential breaeh.es ofttie 200~· Agreement by CTG to use either-as grounds·for terminating 
lhe 2008 _Agreement entirely or as leverage. in negotiating a more favorable new agrccmenl The DEP Panel testified 
lhat DEP had explored such options but had concluded that it did not have grounds to declare CTG in default-or in
breach of the 2008 Agreement, Tr. Vol. 3, 200-202. The Public Staff witnesses did not dispute this testimony. 
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Redline. Tr. Vol. 3, 131-135. This lack of analysis by the Public Staff places the·commission in a 
position ofuncerlrunty and speculation as to whether ratepayers would have been better off_ifDEP 
had decided to accept the terms of the CTG Redline. The Commission must make its decisions 
based on substantial evidence,,not on speculation. 

In consequence of the Public Staff's failure t0 analyze the likely outcome of DEP 
perfonnance_,underthe CTG Redline and in order to probe the DEP Panel's contention concerning 
that outcome on May·2s, 2020, the Commission entered its Order Requiring Filing of Post-Hearing 
Exhibit, that exhibit being-an affidavit that had been filed by witness Halm in the Business Court 
(Halm Affidavit). Mr. Halm referred to that affidavit in his testimony before the Commission in 
response to questions about whether DEP would have been able ,successfully to maintairi 
performance under the CTG Redline. Toe Halm Affidavit, dated February 28, 2018, tendS to 
support-DEP's positi9n that it would have ended up being-in breach of the either the CTG Redline 
or the·2012 Agreement in·the long-term. In summary, the Affidavit showed that DEP was steadily 
losing ground in its effort to supply at least 300,000 tons of gypsum per year, the trigger level,-if 
sustairied for .two consecutive years, for a potential default and bre_ach by DEP of the 
2012 AgreemenL The Halm Affidavit showed that during 2017 CTG accepted an average of 
37,679 tons of gypsum per month, and-that'DEP·Was,able_to meet this demand and ITl.aintain.-thc 
stockpile at the required 250,000 tons by bringing 20,000 tons of gypsum from DEC's Belews 
Creek plant from July 2017 through January 2018. ln addition, the affidavit stated 

DEP forecasts that its Roxboro and Mayo Plants will produce 57,565 net 
dry tons of Gypsum Filter Cake between March 2018 through June 2018, a total of 
213,365 net dry tons of Gypsum Filter Cake in 2018, and a total of241,099 net dry 
toris of Gypsum Filter Cake in 2019. 

Halm Affidavit, at 6. 

DEP's forecast of2018 and 2019 gypsum production from the two plants, if considered 
alone and if actually achieved, wou!d have fallen short ofbo·th the 600,000 ton annual commitment 
contained in the 2012 Agreement and in the CTG Redline and, more importantly, the 300,000 ton 
annual threshold for triggering potential default and remedies under both.th~ 2012 Agreement and 
the CTG Redline. 

The Commission must, however, also consider the availability of gypsum previously 
produced by DEP and stockpiled under the agreement. The-analysis here is different with respect 
to the 2012 Agreement and-the CTG Redline_. Under the 2012 Agreement DEP was to keep the 
minimum stockpile level at no less than 250;000 tons. The Halm Affidavit establishes that after 
March, 2017, and -for the remainder of 2017 the stockpile (above grade and base quantities 
combined) never exceeded 206,000 tons.and that in June, 2017, it fell ns low as approximately 
121;000 tons. At the beginning of 2018, the sto~kpile (combined amounts)'stood at approximately 
158_,000 tons. While this amount could. have been drawn.upon-during 2018 and 2019 to supplement 
production of gypsum from the two plants, and thereby enable-DEP's deliveries to remain above, 
but only just barely above, the 300,000 ton annual triggering point, drawing down the stockpile 
for that purpose would only have put DEP- further in violation of its 0b_ligation to maintain a 
minimum stockpile of250,000 tons. • 
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Under the proffered CTG Redline the minimum stockpile level was reduced to 
100,000 tons. The Halm Affidavit indicates that at all times during 2017 and at the beginning of 
'2018 the below grade, or "base," stockpile contained an estimated 120~842 net dry tons. While this 
amount, considered in.isolation, would have been sufficient to satisfy DEP's 100,000 ton minimum 
stockpile obligation, it would have left-very little above ground.quantities available for DEP to use 
to supplement production from the two generating plants. In January, 2018, the above ground 
portion of the stockpile contained only 37,391 dry tons. This was manifestly inadequate to enable 
DEP to Jl}aintain a minimum annual delivery of 300,000 tons.during 2018 and 2019,-assuming its 
production Forecast proved accurate. Moreover, as already noted, even if DEP had exhausted ihe 
entire stockpile available to it as of January 2018, it would only barely have been able to deliver 
300,000 tons to CTGin 2018 and·again in 2019. Based on-the Halm Affidavit it thus appears that 
the mOrefavorable terms of the CTG Redline.with respect to the minimum required stockpile level 
would,-at the very best, have bought DEP only a few months more time before it would have faced 
the same situation of potential' default and breach that faced it'in 2018. With respect to the third 
Harris Order criterion the Commission- concludes from the preponderance of the evidence that 
even if DEP had accepted the CTG Redline exactly as it was tendered, DEP would have been 
unable to perform for the remaining term of the agreement and would, by some timeJikcly in 2018 
or 2019, have been facing the-same choice whether to continue understhe agreement or to terminate 
and pay liquidated damages that confronted it-after the Business Court rendered its judgment. 

Based on the-evidence in the record, the Commission finds and concludes that by 2018 or 
2019· DEP would have been in the same position under the terms ·of the CTG Redline as it was 
under the terms of the. 2012 Agreement. As a result,. DEP's rejection of the terms of the 
CTG Redline does not result in a quantifiable,difference to ratepayers. 

Because the Commission.has concluded that neither the second nor the third criteria in,the 
Harris Order are satisfied on•this record, DEP's request f9r recovery in-its fuel rider of the amount 
of damages awarded by the Business Court and the liquidated damages paid to CTG are not subject 
to disallowance on grounds ofimprudence, even if the Commission-were to find that DEP's failure 
to negotiate for more flexibility in the supply terms of the 2012 Agreement was imprudent. 

EVIDENCE AND CONLUSIONS FOR FINDINGS OF FACT NOS. 18-19 

The evidence supporting these findings of fact and conclusions is contained in, the direct 
and supplemental testimony of Public Staff witness Lucas, the pre-filed direct testimony of 
Company witness Dana Harrington, the rebuttal and supplemental rebuttal testimony of Company 
witnesses Coppola and Halm, and the Business Court Judgment. 

On August 28, 2018, the Business Court ruled in CTG'S favor, and ordered DEP to pay 
$1,084,216 to reimburse CTG for the· cost of transportation that DEP had charged CTG for 
bringing replenishment gypsum from Oelews Creek from July·20l7 through January 2018, and to 
provide a replenishment plan for meeting the 2012 Agreement's si.Jpply requirements within 
90 days. Judgmen~ at 77-82. 

Witness Lucas testified that DEP and CTG reached a settlement on October l, 2018, in 
which DEP agreed to pay· liquidated damages in return for being released from its remaining 
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obligations under the 2012 Agreement, except for a commitment to deliver. a minimum amount of 
gypsum for approximately two years. Tr. Vol. 2, 65-68. The settlement Was introduced into 
evidence as Confjdential FPWC Harrington Cross-Exam Exhibit 4. 

In prefiled direct testimony, DEP witness Dana Harrington testified· regarding the 
Company's proposed acljusbnent relating to liquidated damages being paid over a ten-y~ar period 
by DEP. Witness Harrington testified that DEP was requesting that the North Carolina -retail 
portion of the liquidated damages be recovered from ratepayers over the next ten years, and that 
DEP had reflected this amount ,in its fuel cost appJicatioil' in this ·docket by: (1) a $6.6 million 
addition to the propi;,sed Experience Modification Factor (EMJ:), and (2) a $5 million addition to 
DEP's proposed prospective fuel rates for December 2019 through November 2020. Tr. Vol. I, 
96-97. The DEP Panel testified that the.Company ultimately determined that diScontinuing supply 
under the 2012 Agreement and paying liquidated damages was the most prudent option for 
customers. Tr. Vol. 3, 16~-66. Public Staff witness Lucas agreed. Id. at 21. In addition, the DEP 
Panel testified that CTG is today continuing to accept gypsum from DEP pursuant to an Interim 
Supply Agreement. Tr. Vol. 2, 194-96; Confidential FPWC Harrington Cross-Exam Exhibit 4. 

In its Post-Hearing BriefDEP explained that the contract damages ordered in the Judgment, 
$1,010,938.20, was a reimbursement to CTG of the transportation costs for gypsum transported 
by DEP from Belews Creek -to replenish the stockpile, as note~ above in the DEP Panel's 
testimony. These transportation costs were paid by CTG under protest, subject to resolution in the 
court case. DEP stated .that the North Carolina portion .of the transport_ation costs requested for 
recovery in this case is $619,225.99. DEP Brief, at 34. 

DISCUSSION AND CONCLUSIONS 

Based on a prcponderanc;:e of the evidence, the Commission finds.and concludes that it is 
reasonably likely that DEP would have incurred the transportation costs of bringing replenishment 
gypsum from Belews Creek to Roxboro even if DEP had chosen to accept.. the terms of the 
CTG Redline. Therefore, DEP should be allowed to recover the North Carolina portion of the 
transportation costs from its ratepayers. 

Further, the Commission finds and concludes that after entry of the Business Court 
Judgm~nt it.was reasonable and prudent for DEP to pay the contract damages ordered by the court 
and to terminate the 2012 Agreement and pay liquidii.ted'damages to CTG. As a result, DEP should 
be allowed to recover in its fuel c9sts the North ·Carolina allocable portion of the liquidated 
damages being amortized over a ten-year period, as testified to by DEP witness Harrington. 

IT IS, THEREFORE, ORDERED as follows: 

I. That DEP's request to recover the liquidated damages paid and remaining owing 
to CTG from ratepayers shall be, and is hereby, approved; 

2. That DEP shall be, and is hereby, allowed to recover the North Carolina portion of 
its gypsum transportation costs, $619,225.19, from ratepayers; and 
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3. That DEP shall add the North Carolina allocable portion of the liquidated damages 
being amortized over a ten-year period and the ·gypsum transportation costs of $619,225.19 to its 
Experience Modification Factor in- its 2020 fuel adjustment proceeding presently pending in 
Docket No. Ec2, Sub 1250. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 28th day of July, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 

DOCKET NO. E-2, SUB 1251 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Duke Energy Progress, LLC 
for.Approval of Renewable Energy and 
Energy Efficiency Portfolio Standard (REPS) 
Compliance Report and Cost Recovery Rider 
PL.irs'.uanHo North Carolina General Statllte 

ORDER APPROVING REPS AND 
REPS EMF RIDERS AND 2019 REPS 
COMPLIANCE REPORT 

§ 62-133.8,and Commission Rule R8-67 

HEARD: 

BEFORE: 

Tuesday, September 15, 2020, at IO am., in (_:ommission Hearing Room 2115, 
Dobbs Building, 430 North Salisbury Street, Raleigh, North Carolina (Public 
Witness Hearing, Heatihg Examiner Heather FcMell; Presiding) 

Danial G. Clodfelt~r, ·Presiding; Chair Charlotte. A. Mitchell; Commissioners 
ToNola D. Brown-Bland, Lyons Gray, Kimberly W. Duflley, Jeffrey Hughes_and 
Floyd B. McKissick Jr. 

APPEARANCES: 

For Duke Energy Progress, LLC: 

Kendrick C. Fentress, Associate General Counsel, Duke Energy Corporation, 
410 South Wilmington Street, NCRH 20/P.O. Box 1551, Raleigh, North 
Carolina 27602 

Robert W. Kaylor, Law Office of Robert W. Kaylor, P.A., 353 E. Six Forks Road, 
Suite 260, Raleigh, North Carolina 27609 
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For Carolina Utility-Customers Association, Inc.: 

Robert F. Page, Crisp & Page, PLLC, 40 l 0 Barrett Drive, Suite 205, Raleigh, North 
Carolina 21609 

For Carolina Industrial Group for Fair U!ility Rates II: 

Christina D. Cress, Bailey & Dixon, LLP, Post Office Box 1351, Raleigh, North 
Carolina 27602 

For North.Carolina Sustainable Energy Association: 

•Peter H, Ledford, General Counsel, Benjamin Smith, Regulatory Counsel North 
Carolina Sustainable Energy Association, 4800 Six Forks Ro.id, Suite 300, Raleigh, 
North Carolina 27609 

For the Using and Consuming Public: 

Gina C. Hol~ Staff Attorney and Nadia L. Luhr, Staff Attorney, 
Public Staff, North Carolina Utilities Commission, 4326 Mail Service Center, 
Raleigh,North Carolina 27699-4300 

BY THE COMMISSION: On June 9, 2020, Duke Energy Progress, LLC (DEP or the 
Company), filed its 2019·REPS Compliance Report and·application.seeking an adjustment to its 
North Carolina retail rates and charges pursuant to N.C. Gen. Stal_§ 62-133.S(h) and Commission 
Rule,RS-67, which require the Commission to conduct an.annuaJ proceeding for the purpose of 
detennining whether a rider should be established to permit the recovery of the incremental costs 
incurred to comply with the requirements of the Renewabl_e Eqergy and Energy Efficiency 
'Portfolio Standard (REPS), N.C.G.S. §§ 62-133.S(b), (d), (e) and.(!) and to true up any 
undcrrecovery or overrecovery of compliance costs. DEP~s application· was accompanied by the 
testimony and exhibits of Megan W. Jennings, Renewable Compliance Manager and Veronica I. 
Williams, Rates and Regulatory Strategy Manager. In its application and prefiled testimony, DEP 
sought approvaJ of its proposed REPS Rider, which incorporated the Company's proposed 
adjustments to its North Carolina retail rates. 

On June 29, 2020, the Commission issued an Order Scheduling Hearing, Requiring Filing 
of Testimony, Establishing Discovery Guidelines, and Requiring Public Notice in which the 
Commission,set this matter for hearing; established deadlines for the.submission of intervention 
petitions, intervenor testimony,.and DEP rebuttal testimony; required the provision of appropriate 
public notice; and mandated compliance with certain discovery guidelines. 
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The North Carciliria Sustainable E_nergy Association, the Carolina Industrial Group;for.Fair 
Utility Rates II, and the Carolina Utility Customers Association, Inc. filed separate petitions to 
intervene in-this,d0cket; and the·interventions were allowed by the Commission. 1he interv·ention 
and participation by the Public Staff are reccgnized pursuant to N.C.G.S. § 62-IS(d) and 
Commission Rule Rl-19(e). 

On August 7, 2020, the Commission issued an Order Scheduling Remote Hearin~ for 
Expert Witness Testimony due to the COVID-19 pandemic. All parties· subsequefttly filed their 
consent to a remote hearing. 

On August 25, 2020, the Public Staff tiled the affidavit of June Chiu, Staff Accountant in 
the Accounting- Division, and the testimony· of Jay B. Lucas, Manager, Electric Section -
Operations and Planning in the En_ergy. Division. 

On September 4, 2020, DEP,and the Public Staff filed a joint motion to excuse all witnesses 
from the evidentiary hearing. Qn September l l, 2020, the Commission issued·an Ord~r granting 
the joint motion; cancelling the expert witness hearing;. receiving into evidence all prefiled 
testimony, a_flidavits, and exhibits from the DEP and Public Staff'witnesses; and •direciing.that. 
proposed orders be filed by Octobers 16, 2020. 

On September 14, ,2020; DEP filed th_e required affidavits of publication for the public 
notice in accordance with the Commission's June 29, 2020 Order. 

The public witness hearing was held on September 15, 2020. No witnesses appeared. 
'~ .,~ 

On October 16, '20200 DEP and the Public Staff filed a joint proposed order. 

Based upon the foregoing;_including the·testimony,.exhibits, and affidavits of the parties' 
witnesses, the records in,the North Carolina Renewable Energy Tracking'. System (NC-RETS) and 
the entire record in this proceeding, the Commission makes the following 

FINDINGS OF FACT 

I. DEP is a duly orgnnized limited liability. company existing'. under the laws of the 
State of North Carolina, is engage-d in the business of dev~loping, generating; transmitting. 
distributing, and selling electric power to the public in North ·Carolina and is subject to the 
jurisdictioll of the North Carolina utilities Commission as a public utility. DEP is lawfuJly before 
this Commission based upon its application filed pursuant to N.C.G.S. §62-133.8 and,Commission 
RuleRS-67. 

2. For calendar .year 20 I 9, the Company must generally supply an amount of at ·least 
IO% of its previous year's North Carolina retail electric sales by a combination of.renewable 
energy and energy reductions due to the implementation of energy efficiency measures. Also in 
2019, energy in the amount of at least 0.20% of the previous year's.total electric power·sold by 
DEP to its North Carolina retail customers must be supplied by·solar energy resources. 
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3. Beginning in 2012,.N.C.G.S. §§ 62-133.S(e) and (I) require DEP and other North 
Carolina electric suppliers, in the aggregate, to,prdcure a-certain portion of their renewable energy 
requirements from- electricity generated from swine and poultry- waste, with the poultry waste 
requiremen~ bei_ng based on each electric power.supplier's respective pro-rata share-derived from 
the ratio of its Nort:h·Carolina retail sales as compared to total statewide North Carolina retail sales. 
In its December 16, 2019 Order Modifying the Swine and Poultry Waste Set-Aside Requirements 
and Providing Other Relief, and its February 13, 2020 Errata Order1 (2019 Delay Orders), issued 
in Docket No. E-100, Sub 113, the CommisSion niodified the 2019 swine waste set-aside 
requirement for DEP, Duke-Energy Carolinas, LLC (DEC) and Dominion Energy North Carolina 
to 0.04% of prior year North Carolina retail sales, and delayed for one year the scheduled increases 
to the requirement. In addition, the 2019 Delay Orders modified the 2019 statewjde.poultry waste 
set-aside requirement to 500,000 MWh, and delayed the subsequent ·scheduled increases by 
one year. 

4. DEP complied with the 2019 solar set-aside requirement by submitting for 
retirement 77,375 renewable energy certificates (RECs) procured or generated from solar electric 
facilities and metered solar thermal energy facilities. DEP also complied with the 2019 poultry 
waste.set-aside requirement by submitting.for retirement 134, IOS poultry waste RECs and 2,822 
Senate Bill 886 RECs (SB 886 RECs), which are cre_dited as 5,644 poultry waste RECs, for a total 
of 139,749 poultry waste RECs. The Company complied with .the 2019 swirt~ waste set-aside 
reqtiirement by submitting,for retirement 15,475 swine waste·RECs. Finally, DEP submitted for 
retirement 3,636,128 general requirement RECs, representing the Company's total 
2019 compliance requirement net ofthe:set-aside requirements detailed above. 

5. DEP met its.total 2019 REPS obligations, except for those from which it has been 
relieved under-the Commission's Orders issued 'in Docket No .. E-IO0, Sub I 13. 

6. The Company is positioned to comply with its poultry waste set-aside requirement 
for compliance year 2020. Compliance beyond 2020 is dependent on the performance.of current 
poultry waste-to-energy contra_cts, including two.that are expected to ramp up production over the 
next few years. 

7. DEP's ability to comply with the 2020 swine waste set-aside requirement is 
uncertain, as current contracts have not been able to deliver expected production, and new contracts 
have not come online nor delivered expected production in the timeframes•originally planned. 

8. DEP's REC inventory available for future.use·properly includes RECs generated 
from net metering customers receiving electric service under schedules other than time-of-use 
schedules with·demand rates (NMNTD customers). 

9. For purposes of DEP's annual rider pursuant to N.C.G.S. § 62-133.S(h), the test 
pe_riod for this proceeding is the 12-mon~h period beginning April l, 2019 and ending March 31, 
2020 (Test Period). The hilting period for this proceeding is the 12-month period beginning 
December I, 2020, and ending November 30, 2021 (Billing Period). 
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10. DEP's other incremental REPS compliance costs and its Solar Rebate Program 
costs arc recoverable under N.C.G.S. § 62-133.S(h)(l)(a) and N.C.G.S. § 62-133.S(h)(l)(d), 
respectively, and will, be approved for this•proceeding. 

11. The research·activities funded by DEP during the Test Period are recoverable under 
N.C.G.S .. § 62-133.S(h)(I )(b) and are within the $1 million annual limit established by the statute. 

12. No costs associated with the irhplementation Of DEP's· Competitive Procurement 
of Renewable Energy (CPRE) Program are included for recovery in this REPS proceeding._DEP's 
costs associated with procurement of CPRE renewable energy resources and .for the 
implementation of the Company's CPRE Program were submitted for recovery in its pending 
CPRE rider in Docket No. E-2, Sub 1254. 

13. Section 62-133.S(h) authorizes electric power suppliers to recover the."incrcmental 
costs" of complianc~ with the REPS requirement through an annual REPS rider. The "incremental 
costs," as defined in N;C.G.S. § 62-133.8(h)(l), include the reasonable a:nd prudent costs of 
compliance with REPS "that are in excess of the electric supplier's avoided costs other than those 
costs recovered pursuant to G.S. 62-133.9;" The term "avoided costs" includes both avoided 
energy costs and avoided capacity costs. 

14. Under COmmission Rule R8-67(e)(2), the total costs reasonably and· prudently 
incurred during the Test. Period to purchase unbwidled RECs constitute incremental costs. The 
projected costs to purchase such RECs during the Billing Period constitute forecasted 
incremental costs. 

15. DEP appropriately' ca1culated its avoided costs and incremental REPS compliance 
costs for the Test Period and Billing Period. 

16. For purposes of establishing lhe REPS experience modification factor (EMF) rider 
in this proceeding, the Company's incremental REPS compliance costs for the Test Period were 
$39,775,219, and these costs were reasonably and prudently incurred. The Company's projected 
incremental costs for the Billing Period are $39,413,260. DEP's Test Period REPS expense 
undercollection was $55,386 for the residential class. DEP's o_vcrcollections, including interest, 
were $(I, 748,915) for the general service class and $(139,328) for the industrial class. In addition, 
the Company credited to customers amounts received from REC suppliers during the Test Period 
related to contract amendments, penalties, and other conditions of the supply agreements. 
Contract-related receipts credited to each customer class are $(48,478) for residential, $(43,376) 
for general service, and'$(2,646) for industrial. Including credits for contract-related.receipts, the 
net Test Period cost was $6,908 for the residentiaJ class, and net Test Period credits, were 
$(1,792,291) for the general service class and $(141,974) for the industrial class. All amounts 
exclude the·North Carolina regulatory fee (regulatory fee). 

17. DEP's North Carolina prospective Billing, Period expenses for use in this 
proceeding are $19,596,968, $18,656,884, and $1,159,408, for the resi_dential, general service, and 
industrial classes, respectively, excluding.the regulatory fee. 
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18. The appropriate monthly REPS EMF riders, excluding the regulatory fee, to,be 
(credited to),or charged to customer accowus.during the upcoming Billing Period are $0:00 for 
residenti3.l accowtts, $(0.74) for general service accounts, and $(6.67)for iridustriaJ accounts. 

19. The appropriate prospective REPS riders per customer account, excluding the 
regulatory fee, to be collected during the Billing Period are $1.29 for residential accounts, $7.71 
for general service·accounts, and.$54.49 for' industrial accowtts. 

20. The combined_ REPS and REPS EMF rider charges per customer accowtt, 
excluding the regulatory fee, to be collected each month during the Billing Period are $1.29 for 
residential accounts, $6:97 'for general service accowlls, and $47.82 for industria] accounts. 
Including the regulatocy fee, th_e combined monthly REPS and REPS E~ rider charges per 
customer,account to·be collected during the Billing Period are $1.29 for residential accounts, $6.98 
for general service accounts, arid $47.88 for. industria1 accounts. 

21. DEP's REPS incremental cost rider, including the regulatory fe~; to be charged to 
each custo·mer account for the 12-month Billing Period,is Within the annual.cost cap established 
for each class in N.C.G.S. § 62-133.8(11)(4} 

27. As approved or modified by the Commission, the REC safes price calculation 
proposed by DEC and_ the Public Staff in DEC's REPS rider proceerling in Docket No. E-7, 
Sub 1229, shall also be applicable to any animal waste REC sal!'S made by DEP to other,electric 
power suppliers. Continued-annual review of th~ calcillation is appropriate. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.1-3 

The evidence supporting these findings offacrappears in DEP's 2019 REPS Compliance 
Report, in the. direct testimonY and exhibits of DEP witnesses. Jennings and Williams, in the 
tCStimoh.y of Public Staff witness Lucas, and in the-affidavit of Public Staff witness Chiu. These 
findings of fact are essentia1ly infonnationa1, jurisdictionaJ, and procedural in nature and are 
not contested. 

Section 62-133:S(h)(l) establishes a REPS'requirement for all electric power suppliers in 
the State. Toe statute requires each. electric public utility to provide a certain percentage of its 
North Carolina retail saJes from various renewable ·energy or energy efli~iency resources, 
includ_i1_1.g the following: (a) generating electric power at a new renewable energy facility; (b) using 
u renewable energy• resource to generate electric power ,at a generating facility other than the 
g~neration of electric power from waste heat derived from· the combustion of fossil fuel; 
(c) reducing energy cofisumption· through the implementation of energy efficiency measures; 
(d) purchasing electric power from a new renewable energy facility; (e) purchasing REC_s from' a 
new renewable energy facility; (f) using electric-power that is supp lied by. a new renewable energy 
fiicility or .saved due lo the implementation of an, energy effieiency measure that exceeds the 
requirements of the REPS in any calendar year as a credit toward the requirements of the REPS in 
the-following calendar year; or (g) electricity demand reduction. Each of these measures is subject 
to ·additionaJ limitations and conditions. For 2019, DEP was required to meet a total REPS 
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requirement of I 0% of its previous year's North Carolina retail electric sales by a combination of 
these measures. 

Section 62-133.S(d) requires a certain percentage of the total electric power sold to retail 
electric customers in the State, or an eqUivalent amount of energy, to be supplied by a combination 
of new solar electric facilities and new metered solar thennal energy facilities. The percentage 
requirement for solar resources in 2019 is 0.20%. 

Sections§§ 62-133.S(e) and (f) require DEP and the otherNo"rth Carolina electric suppliers, 
in the aggregate, to procure a certain portion of their renewable energy requirements from 
electricity generated from swine and poultry waste. The swine waste energy requirement is based 
on a percentage of retail sales, similar to the solar energy requirement. The poultry waste energy 
requirement is based on each electric power supplier's respective pro-rala share derived from the 
ratio of its North Carolina retail sales as compared to the total North Carolina retail sales. Pursuant 
to the Commission's Order on Pro-Rata Allocation of Aggregate Swine and Poultry Waste 
Set-Aside Requirements and Motion for Clarification, issued on March 31, 2010, in Docket 
No. E-100, Sub 113, DEP's share of the aggregate state set-aside •requirements for energy from 
swine and poultry waste is based on the ratio of its North Carolina retail kilowatt-hour sales for 
the previous year divided by the previous year's total North Carolina retail kilowatt-hour sales. In 
its 2019 Delay Orders, the Commission modified'the 2019 swine waste set-aside requirement to 
require only the electric public utilities to comply, set the requirement at 0.04% of North Carolina 
retail sales, and delayed for·one year the scheduled increases in the requirement for all electric 
power suppliers. In additio_n, -the 2019 Delay Orders ·also modified the 2019 statewide poultry 
waste set-aside requirement to 500,000 MWh and delayed by one year the scheduled increases in 
the requirement. (Jennings Direct at 6) ' 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 4-7 

The evidcnc~ supporting these findings of fact appears in DEP's 2019 REPS Compliance 
Report, which was admitted into evidence as Jennings Exhibit No. I, in the direct testimony and 
exhibits ofDEP witness Jennings, and in the testimony of Public Staff witness Lucas. In addition, 
the Commission·takesjudicial notice or the information contained in NC-RETS. 

Witness Jennings testified that the 2019 REPS Compliance Report provided the 
information required by Commission •Ruic R8-67(c) for the calendar year 2019. (Jennings 
Direct at 8) 

Witness Jennings forther testified that the Company submitted for retirement 
3,863,083 RECs, which includes 2,822 SB 886 RECs, each of which counts.for two poultry waste 
and one general REC, to meet its total compliance requirement of 3,868,727 RECs. Within this 
total,.the Company submitted for retirement: 77,375 RECs to meet the solar set-aside requirement; 
134,105 RECs, nlong with 2,822 SD 886 RECs (which count as 5,644 poultry waste set-aside 
RECs), to meet the poultry waste set-aside requirement of 139,749 RECs; and 15,475 RECs to 
meet the swine waste.set-aside requirement. (Jennings Direct at 8) 
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Witness Jennings' testimony states that.the Billing Period for this Application covers two 
separate compliance reporting periods with different requirements for each .period. In 2020, the 
Company estimates that it will be required to submit for retirement 3,793,823 RECs to meet its 
total compliance requirement. Within this total, the Company expects to be required to retire the 
following: 75,877 solar RECs, 26,557 swine waste -RECs, and 195,649 poultry waste RECs, to 
meet the requirements set out in N.C.G.S. §§ 62-133.B(d), (e), and (I), respectively. In 2021, the 
Corilpany estimates that it will be required to submit for retirement 4,690,561 RECs to-meet its 
total compliance requirement. Within this total, the-Company expects to be required to retire the 
following: 75,049 solar RECs, 26,268 swine waste RECs, and 251,548 poultry waste RECs, to 
meet the requirements set out in N.C.G.S. §§ 62-133.B(d), (e), and (I), respectively. (Jennings 
Direct al 8) 

Witness Jennings testified that DEP met its 2019 solar set-aside requirement by procuring 
and earning 77,375 solar RECs and that, pursuant to the NC-RETS Operating 1Procedurcs, ·the 
Company submitted these RECs for retirement by transferring these RECs from the NC-RETS 
Progress Energy Electric Power Supplier Account to the Progress Energy Compliance Sub
Account. (Jennings Direct at 14-15) 

Witness Jennings testified that DEP met the modified 2019 poultry waste set-aside 
requirement of 139,749 RECs. Pursuant to NC-RETS Operating Procedures, the Company 
submitted for retirement 134,105 poultry RECs and 2,822 SB 886 RECs (which count as 
5,644 poultry waste RECs). Accordingly, the equivalent of 139,749 RECs were submitted for 
retirement by transferring them from-,the NC-RETS Progress Energy Electric Power Supplier 
Account to the Progress Energy Compliance Sub-Account. (Jennings Direct at 15-16) 

Witness Jennings. testified that DEP met the modified 2019 swine waste set-aside 
requirement of I ?,475 swine was_te RECs. Pursuant to NC-RETS Operating Procedures, the 
Company submitted these RECs for retirement b)' transferring them from the NC-RETS Progress 
Energy Electric Power Supplier Account to the Progress Energy Compliance Sub-Account. 
(Jennings Direct at 16-17) 

Witness Jennings further testified that the Company complied with its general requirement 
for 2019 by submitting 3,636,128 RECs for retirement by transferring them from the NC-RETS 
Progress Energy Electric Power Supplier Account to the Progress Energy Compliance 
Sub-Account. (Jennings Direct at 9) 

Witness Jennings testified that DEP is in position to-comply with its 2020 .poultry waste 
set-aside requirement, and that future-year compliance is dependent on the performance of energy 
developers on current contracts. Two such,contracts are expected to ramp up production over the 
next few years. She testified that the Company is taking various steps to secure poultry 
waste-to-energy resources to meet its future requirements, including: continuing direct 
negotiations for additional supplies and executing contracts; working with developers to overcome 
technological, permitting, and operating risks, and amending existing contracts to reflect more 
realistic outcomes; exploring expansion of use of poultry waste resources to produce thermal, 
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multi-fuel, or directed biogas RECs; and searching the broker market for out-of-state RECs. 
(Jennings Direct at 16-17) 

Witness Jennings testified thot the Company's compliance with the swine waste set-aside 
requirement is uncertain, as existing contracts have not been able to reach contracted levels of 
production, and new contracts have not come online in the timeframes originally planned and have 
taken longer than expected_ to ramp up production. She stated that the degree to which DEP will 
be.able.to meet its established near-tenn future compliance requirements is,dcpendent·on a new 
facility coming online as scheduled, and all facilities producing REC quantities at fully contracted 
levels. Witness Jennings further cited circumstances currently creating challenges for suppliers in 
meeting contracted swine waste REC production levels, including: local opposition to facility 
siting, lack of firm and reliable feedstock quantities that were anticipated to deliver contracted 
RECs, and the various negative effects of the COVID-19 pandemic further interrupting the 
availability of swine waste resources. The Company has continued to engage in a variety of actions 
to procure or develop swine waste-to-energy resources to meet its future requirements, including, 
among other efforts: negotiations·for in-slate_ and out-of-state supplies; working extensively with 
potential suppliers to overcome production risks or amend contracts·'to accommodate changing 
circumstances, or both; and pursuing new biomass and biogas swine resource options. (Jennings 
Direct at 18-20) 

Public.Staff witness Lucas recommended that the Commission approve DEP'.s 2019 REPS 
Compliance Report. (Lucas Testimony at 3) Specifically, he testified that for 2019 compliance, 
DEP needed to pursue·rctirement of a sufficient number of eligible RECs and energy efficiency 
ce_rtificates (EECs) so that-the total equaled 10% of its 2018 North Carolina retail electricity sales. 
Witness Lucas stated that DEP needed- to pursue retirenient of sufficient solar RECs to match 
0.20% of its retail sales in 2018. In addition, he testified that the·2019 Delay Orders modified the 
requirements for swine and poultry energy established in N.C.G.S. §§ 62-133.8 (e) and (f), 
requiring retirement ofa quantity of swine waste-derived RECs equal to 0.04% ofDEP's 2018 
retail sales, and retirement of an amount of poultry waste-derived RECs matching the· pro-rata 
share of the 500,000 MWh (or the thennal equivalent) statewide requirement allocated to DEP. 
(Lucas Testimony at 2-3) 

No party disputed that DEP had fully .complied with the applicable REPS requirements or 
argued that DEP's 2019 REPS Compliance Report should not.be approved. 

Based on the evidence presented and the entire record herein, the Commission finds and 
concludes that DEP has fully complied with the REPS requirements for 2019, as modified· by the 
Commission's 2019 Delay Orders, and that DEP's 2019 REPS Compliance Report should be 
approved. The Commission further concludes that the RECs and EECs in the related NC-RETS 
compliance sub-accounts should be pennanently retired. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NO. 8 

The evidence supporting this finding of fact is found in the testimony of DEP witness 
Jennings. In addition, the ·Commission taJces judicial notice of its November 19, 2019 Order 
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Approving REPS and REPS EMF Riders and 2018 REPS Compliance Report issued in Docket 
No. E-2, Sub 1205. 

Witness Jennings explained that under the current Net Metering for Renewable Energy 
Facilities Rider offered .by DEP (Rider NM--4B), a customer receiving electric service under a 
schedule·other than a time-of-use schedule with demand rates shall provide any RECs to DEP at 
no cost. She further stated the Company ,performed site visits and complied with the other 
measurement, verification, and reporting "requirements set out'by the Commission in its June 5, 
2018 Order Approving Rider and Granting Waiver Request in Docket Nos. E-2, Sub 1106 and 
E-7, Sub 1113, and the RECs associated With these net metering facilities are currently in DEP's 
REC inventory and available for use in meeting future compliance requirements. (Jennings Direct 
at 10•12) No party to this proceeding contested this testimony. 

Based on the foregoing and the entire record herein, the Commission finds and concludes 
that the RECs generated by the net metering facilities as described above are properly included in 
DEP's inventory ofRECs available for future REPS compliance use. 

EVIDENCE AND·CONCLUSIONS FOR FINDINGS OF FACT NO. 9 

The evidence supporting this findil).g is procedural in nature, found in the testimony and 
exhibits ofDEP witness Williams, the testimony of Public Staff witness Lucas, and the affidavit 
of Public Staff witness Chiu, and is not contested. 

Commission Rule R8-67(e)(3) provides that the ,test period for REPS rider proceedings 
shall be lhe same as that used by the utility in its fuel charge adjustment proceedings, which is 
specified in Commission Rule R8-55(c) for DEP to.be the 12-month period ending March 31 of 
each year. Company witness Williams testified lhat the Test Period or EMF period used for this 
proceeding was the 12 months beginning on April I, 2019 and ending on March 31, 2020. 
(Williams Direct at 3) Commission Ruic R8-67(e)(5) provides that "the REPS EMF rider will 
reflect the difference- between reasonable ·and prudently incurred incremental costs and the 
revenues that were actually realized during the test period under the REPS rider then in effect." 
Witness Williams further stated that the rider includes the REPS EMF component to recover the 
difference between the compliance costs incurred and revenues realized ·during the Test Period. 
(Williams Direct at 4-5) Witness Williams also testified that the Billing Period for the REPS rider 
requested in the Company's application is the 12 months beginning on December l, 2020, and 
ending on November 30, 2021. (Willi;µns Direct at 3) Witness Williams stated that. in addition to 
an EMF component, the current proposed rider includes a component to recover the costs expected 
to be incurred for the Billing Period. (Williams Direct at 4-5) The Test Period and the Billing 
Period proposed by DEP were not·challengcd by any party. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. l0-11 

The evidence for these findings of fact can be found in the testimony and exhibits of DEP 
witnesses Jennings and Williams, the testimony of Public Staff witness Lucas, Wld the affidavit of 
Public Staff witness Chiu. 
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Based on the foregoing and the entire record herein, the Commission concludes that, 
consistent with Commission Ruic R8-67(e)(3), the Test Period for this proceeding is the 12 months 
beginning on April 1, 2019, and ending on March 31, 2020. 

Witness Jennings sponsored Confidential Jennings Exhibit Nos. 2 and 3 to her testimony, 
wherein she identified the renewable energy and REC costs, as well as "Other Incremental," "Solar 
Rebate Program," and "Research" costs that the Company has incurred or projects to incur in 
association with REPS compliance. With respect to research costs, Confidential Williarns•Exhibit 
No. l shows that the research costs arc under the $1 ·million per year cap established in 
N.C.G.S. § 62-133.8(h)(l)(b). Consistent with the Commission's orders in prior REPS 
proceedings, witness Jennings provided testimony and exhibits on the results and status of various 
studies, the costs of which DEP is including for recovery as research in its incremental REPS cost 
for the Test Period. (Jennings Direct at 25-33) 

In his testimony, witness Lucas discussed the research costs submitted by the Company 
and stated the costs were within the $1,000,000 maximum annual: limit allowed, and met the 
definition of costs qualified to be incurred for research as defined by N.C.G.S. § 62-133.S(h)(I )(b). 
(Lucas Testimony at 4) 

Witness Jennings describes in her testimony "Other Incremental" costs of REPS 
compliance as including labor costs associated with REPS compliance activities and non-labor 
costs associated with administration of REPS compliance. Among.the non-labor costs associated 
with REPS compliance are the Company's subscription to NC-RETS, and accounting and'tracking 
tools related to RECs, reduced by agreed-upon liquidated damages paid by sellers for failure to 
meet contractual milestones, and amounts paid rot administrative contractual amendments 
requested by sellers. (Jennings Direct at 21-22) 

Witness Jennings also testified that, pursuant to N.C.G.S. § 62-155({), DEP developed a 
Solar Rebate Program, and she discussed the processes in place to pay•rebates,,and the resulting 
effect on the payments made each year. (Jennings Direct at 22-23) She further testified that the 
incremental costs incurred to "provide incentives to customers, including program costs, incurred 
pursuant to N.C.G.S. § 62-155(!)" are allowed to be recovered under N.C.G.S. § 62-133.S(h). 
Therefore, DEP has included for recovery in this filing costs incurred during the EMF period, and 
projected to be incurred in the Billing Period, related to the-implementation of the Solar Rebate 
Program. These costs include the annual amortization of incentives paid to customers and program 
administration costs, which include labor, information technology, and marketing costs. (Jennings 
Direet at 24) 

Research, Other Incremental, and Solar Rebate Program costs included for recovery in the 
REPS EMF and REPS riders in this proceeding were not contested by any party. 

The Commission concludes based on Ute foregoing and the entire record herein that the 
research activities funded by DEP during the Te§t Period are renewable research costs recoverable 
under N.C.G.S. § 62-133.S(h){l)(b) and that such research costs included in the Test Period are 
within the $1 million annual limit provided in that statute. The Commission further concludes that 
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the Company has complied with the prior Commission orders requiring filing results of such 
rcscarcli studies. In addition, the Commission finds that the research information DEP provided is 
helpful. Therefore, the Commission finds that.DEP should continue to file this information with 
future,REPS compliance reports and to provide procedures for third parties to access lhc results of 
studies that are subject to confidentiality agreements. For research projects sponsored by the 
Electric Power Research Institute, DEP should provide the overall program number and specific 
project number for each project, as well RS'an internet address or mailing address that will enable 
third parties to inquire about the tenns and conditions for access to any portions of the study results 
that arc proprietary. Finally, the Commission also concludes the costs identified as Other 
Incremental and Solar Rebate Program are properly recoverable in the REPS EMF and REPS 
riders calculated in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NO. 12 

The evidence for this finding of fact is found in the testimony ofDEP witness Jennings and 
in the,testimony of Public Staff witness Lucas. 

In her direct testimony, witness Jennings describes how the CPRE Program will affect 
DEP's future compliance with its general require_ment, and how the program is reflected in 
compliance planning. She states that because the Company will use the RECs acquired through 
the CPRE Program for REPS compliance, CPRE Program. implementation costs could be 
recovered through the REPS rider. She also notes, however, that the Company has elected to 
recover reasonable and prudently incurred costs·incurred to implement the CPRE Program through 
the CPRE rider in Docket No. E-2, Sub 1254, as contemplated under Commission Rule R8-71G). 
(Jennings Direct at 13-14) 

In his testimony, witness Lucas confinns DEP is not requesting recovery ofCPRE Program 
costs in this current REPS proceeding. He states that he does not agree with the recovery of any 
CPRE costs in a REPS rider, but notes· that it is difficult to .definitively make such a conclusion 
before the Commission fully considers CPRE costs in CPRE· Program rider filings or other 
proceedings. Witness Lucas further cites comments filed jointly by DEC and DEP in Docket 
No. E-100, Sub 150 (page 13) specifically addressing cost recovery of bundled CPRE Program 
RECs through the CPRE Program rider mechanism, and reflecting CPRE Program-generated 
RECs used for REPS compliance at zero.cost in REPS proceedings. Witness Lucas confinned the 
Public Staffs position that it-is appropriate to recover CPRE Program impleme_ntation costs in a 
CPRE Program rider Jiling pursuant to Commission Rule R8-7l(j). (Lucas Testimony at 5-6) 

The Commission concludes that the matter of the inclusion of any CPRE Program 
implementation costs in the REPS rider is more appropriately considered in the current 
CPRE Program cost recovery proceeding currently in process in Docket No. E-2, Sub 1254. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 13-15 

The evidence for these findings of fact is found in DEP's Application and in the testimony 
and exhibits ofDEP witnesses Jennings and Williams, the testimony of Public Staff witness Lucas, 
and the affidavit of Public Staff witness Chiu. 

Section§ 62-133.8(h)(4) requires the Commission to allow an electric power supplier to 
recover all of its incremental costs incurred to comply with N.C.G.S. § 62-133.8 though an annuul 
rider. N.C.G.S. § 62-133.S(h){l) provides that "incremental costs" means all reasonable and 
prudent costs incurred by an electric power supplier t9 comply with the REPS requirements.that 
are in excess of·the electric power supplier's avoided costs other than those costs recovered 
pursuant to N.C.G.S. § 62-133.9. The tenn "avoided costs" includes both avoided energy and 
avoided capacity costs. Commission Rule R8-67(e)(2) provides that the "cost of an unbundled 
renewable energy certificate to the extent that it is reasonable and prudently incurred is an 
incremental cost and has no avoided cost component." 

DEP' witness Williams testified regarding the calculation of DEP's various incremental 
costs of compliance with REPS requirements, based on detailed incurred and projected costs 
provided by witness Jennings. Witness Williams also described in detail the methods used by the 
Company to detennine the appropriate avoided cost to apply to REPS compliance purchased power 
agreements and the Company's biogas purchases used to produce renewable energy at its 
generating stations. (Williams Direct al 5-6) 

In her affidavit, witness Chiu described the Public Staff's investigation and review of the 
Company's filing, including its evaluation of DEP's pe'i- bOoks incremental costs and revenues, as 
well as the annual revenue cap for REPS requirements, for the Test Period. (Chiu Affidavit at 2-3) 
Based on her review of costs submitted for recovery, witness Chiu recommended approval of 
DEP's proposed monthly and annual REPS EMF increment rider for the residential customer class, 
and DEP's proposed EMF decrement riders for the general service and industrial customer classes. 
(Chiu Affidavit at 3) In his testimony, witness Lucas stated tho.t the· Public Staff agreed with the 
EMF and REPS monthly riders requested by DEP in its application filed with the testimonies of 
Company witnesses Jennings·and Williams.on June 9, 2020. (Lucas Testimony at 11) 

Based on the foregoing and the entire record herein, the Commission concludes that DEP's 
total incremental costs incurred during the Test Period are $39,775,219, and that DEP's estimated 
incremental costs for the Billing Period are $39,413,260. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 16-21 

The evidence supporting these findings of fact appears in DEP's Application, in the 
testimony and -exhibits of DEP witnesses Jennings and Williams, the testimony of Public Staff 
witness Lucas, and the affidavit of Public Staff witness Chiu. 

Williams Exhibit No. 2, Page 2 shows an EMF Period undercollection of $55,386 for the 
residential class, and EMF overcollections including interest of $(1,748,915) for the general 
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service class and $(139,328) for the industrial class. Williams Exhibit No. 4 shows additional 
credits for contract receipts by customer class of$(48,478) for residential, $(43,376) for general 
service,.and $(2,646) for industrial. The EMF period undercollection net of contract-related credits 
is $6,908- for the residential class. The total EMF period overcollections including interest and 
conlract-related credits, by customer class, are $(1, 792,291) for genera] service and $( I 4 I ,974) for 
industrial. As reflected on Williams Exhibit No. 4, witness Williams calculated a monthly 
per-account REPS EMF amowtt (excluding the regulatory fee) of $0.00 for residential accounts, 
and monthly per-8.ccountREPS EMF credits (excluding the regulatory fee) of$(0.74) for general 
service accounts and $(6.67) for industrial accowtts. Also on Wiliiams Exhibit No. 4, she 
calculated the projected REPS costs for the Billing Period 6f$19,596,968 for the residential class, 
$18,656,884 for the general service class, and $1,159,408 for the industrial class. Williams Exhibit 
No. 4 shows that the proposed monthly prospective REPS riders per customer account, excluding 
the regulatory fee, to be collected during the Billing Period are $1.29 for residential accounts, 
$7.71 for general service accounts, and $54.49 for industrial ,accounts. The combined monthly 
REPS and REPS EMF rider charges per·customer.account, excluding the regulatory fee, to be 
collected during the nilling Period are $1.29 for residential accowtts, $6.97 for general service 
accounts, and $47.82 for industrial m;:counts. Including the regulatory fee, the combined monthly 
REPS and REPS EMF rider charges per customer account to be collected during the Billing Period 
are $1.29 for residential accounts, $6:98 for general service accounts, and $47.88 for industrial 
accounts. Witness Williams testified that the Company's REPS incremental cost rider to be 
charged to each Customer accowtt for the 12~month Billing Period is within .the annual cost cap 
established for each customer class in N.C.G.S. § 62-133.8(h)(4). (Williams Direct at IO) 

Public Staff witness Chiu stated ·in her affidavit that as a result of .its investigation, the 
Fublic Staff is recommending wmual REPS EMF increment or.decrement-riders of$0.0l, $(8.89), 
and $(80.08) per customer account for DEP's residential, general service, and industrial customers, 
respectively, excluding the North Carolina regulatory fee. Excluding the regulatory fee, the 
corresponding monthly REPS EMF increment or decrement rider amounts are $0.00, $(0.74), and 
$(6.67) per customer account for DEP's residential, general service, and industrial customers, 
respectively. (Chiu Affidavit a~ 3) 

Public Staff witness Lucas recommended that the Company's proposed prospective 
monthly REPS rider amounts per customer account, excluding the regulatory fee, of$ l.29 for 
residential accounts, $7.71 for general service accounts, and $54.49 for industrial accounts be 
approved. Combined with the monthly EMF rider amounts recommended by witness Chiu, witness 
Lucas-recommended approval•ofthe following total monthly REPS charge per customer account, 
excluding the regulatory fee: $1.29 for residential accowtts, $6.97 for general service accounts, 
and $47;82 for industrial accounts. (Lucas Testimony at 11) 

The Commission concludes tl1at DEP's calculations ofits REPS and REPS EMF riders are 
reasonable and appropriate. Accordingly, the Commissio_n finds that the Company's test period 
REPS costs and associated monthly REPS EMF riders, as well as the projected Billing Period 
REPS costs and the corresponding monthly REPS riders, as set out on· Williams Exhibit No. 4, are 
appropriate. Finally, the Commission finds that these amounts are below the respective annual 
per-account cost caps as established in N.C.G.S. §'62-133.8(h)(4). 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NO. 22 

The evidence supporting this finding of fact- appears in the testimony of Public Staff 
witness Lucas and"the affidavit of Public Staff witness Chiu. 

Witness Lucas tes_tified that, over the past four years, DEC has s6ld set-aside RECs to other 
electric power suppliers to assist them with their REPS compliance. He further described the sales 
price calculation and noted the Public Staff's concern with an ·aspect of the method .used to 
·determine th~ sales prices, Witness Lucas referred to productive discussions held b~tweeri DEC 
and the'Public Staff, resulting in an agreement between DEC and the Public Staff on.the method 
to calculate the price ofRECs for such sales: The meth0d was·proposed for Commission approval 
in DEC's·recent REPS rider proceeding in Docket No. E-7, Sub 1229. Witness·Lucas reitei-ated in 
this current DEP REPS proceeding that the Public Staff agrees with i.his proposal, and recommends 
that any decision by the Commission on DEC's REC sales also apply to DEP. (Li.leas· 
Testimony at 7:..9) 

Witness Chiu also testified that the Public Staff recommends that ;approval of th~· same 
sales price calculation as proposed by DEC and the Public Staffin•DEC REPS Docket No. E-7, 
Sub 1229, apply to any sales of RECs by DEP to other electric suppliers to assist in their 
compliance with the requirements ofN.C.G.S. §§ 62-133.S(e) and (t). SheTurther testified that the 
Public Staff recommends continued annual review of the calculation to verify it is working as 
designed. (Chiu A!fidavit at 3-4) 

Based on the foregoing.and the entire record herein, the·Commission concl_udes the REC 
sales price calculation proposed by DEC and thc.:PUblic Staff in DEC's REPS rider proceeding in 
Docket No. E-7, Sub 1229,.as approved or modified by the Commission, Shall also be applicable 
to any animal waste REC sales made by DEP to other electric pow_er suppliers. The Commission 
also determines that- annual-review of the calculation is appropriate. 

IT IS, THEREFORE, ORDERED as follows: 

1. That DEP shall establish the following monthly REPS riders per account (excluding 
the regulatory fee) that shall remain ia effect for a 12-month period beginning on Decembed, 
2020, !lfld expiring on N_ovember 30, 2021: $1.29 for residential, $7.71 for' general s_ervice, 
and·$54.49 for industrial; 

2. That DEP shall establish the following monthly EMF riders per account ( excluding 
the regulatory 'fee)-that shall remain in effect for a- 12-ITlonth period beginning on- December I, 
2020, and expiring on November 30, 2021: $0.00 for residential class, $(0.74) for general service, 
and $(6.67)for industrial; 

3; That DEP shall file the appropriate rate schedules and riders with the Commission 
in order to implement the provisions of this Order as soon as practicable, but not later than ten 
days-after the date that-the Commission issues orders in this·docket as well as·in Docket'Nos. E-2, 
Sub 1250; E-2, Sub 1253; and E-2, Sub 1254; 
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4. That DEP shall work with the Public Staffto p_repare ajoint notice to.customers of 
the rate changes ·ordered by the Commission in this ·docket, as well as in Docket Nos. E-2, 
Sub 1250; E-2, Sub 1253; and E-2, Sub 1254, and the Company shall file such notice for 
Commission approval as soon ·as practicable, but not later than ten days after the Commission 
issues orders in all four dockets; 

5, That DEP's 2019 REPS Compliance Report is hereby approved, and the RECs in 
DEP's 2019 compliance sub-accounts in NC-RETS.shall be retired; 

6. That DEP shall file in all future REPS rider applications the results of studies ,the 
cos~ of which were ·or are proposed.to be recovered via its 'REPS.EMF and rider !1fld, for th9se 
studies that are subject to confidentiality ~men~. information regarding whether and how 
parties can access the results of those studies;·and 

7. That DEP shall continue to file a worksheet explaining-the discrete costs it includes 
as "other iilcremental costs" in all future REPS rider proceedings. DEP shall also ·continue to 
include detail on its prim~ compliance cost exhibits of its renewable-energy and REC purchases 
by REC type (e.g., thermal, electric), U1 ?,ddition to the established resource type and 
supplier breakdown. 

ISSUED BYORDER OF THE COMMISSION. 
This the 30th day of November, 2020. 

NORTII CAROLINA UTILITIES COMMISSION 
Kimberley A Campbell, Chief.Clerk 

DOCKET NO. E-2, SUB 1252 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Duke Energy Progress, LLC 
for.Approval of Demand-Side Management 
and Energy Efficiency Cost·RecoveryRider 
PUISuant to N.C. Gen. Stat § 62-133.9 and 
Commission RUie R8-69 

) 
) 
) 
) 
) 

ORDER APPROVING DSM/EE RIDER, 
SUBJECT TO FILING OF FINAL 
BILLING FACTORS AND 
PROPOSED CUSTOMER NOTICE 

HEARD: On Tuesday, September 1-5, 2020, in CommissioQ Hearing R0O!ll 2115, Dobbs 
Building, 430 North Salisbury Str<e~ Raleigh, North Carolina (Public Witness 
hearing. Hearing Offi~r Heather Fennel, Presiding) 
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BEFORE: Commissioner ToNola D: Brown-Bland, Presiding; Chairman Charlotte A. 
Mitchell; Commissioners Lyons Gray, Daniel G. Clodfelter, Kimberly W. Duffiey, 
Jeffrey A. Hughes, and Floyd B. McKissick. Jr. 

PARTIES AND COUNSEL: 

For Duke Energy Progress, LLC: 

Kendrick Fentress, Associate General Counsel, Duke Energy-Corporation 
P.Ci. Box 1551, Raleigh, North Carolina 27602 

Robert W. Kaylor, Law Office ofRobert W. Kaylor, P.A., 353 E. Six Forks Road, 
Suite 260, Raleigh, North Carolina 27609 

Foi" the Carolina lndustriaJ Group for Fair Utility Rates III: 

Christina D. Cress, Bailey & Dixon; LLP, 434 Fayetteville Street, Suite 2500 
P.O. Box 1351, Raleigh. North Carolina 27602 

FOr the North Carolina Sustainable Energy Association:· 

Benjainin Smith, Regulatory Counsel, 4800 Six-Forks Roa~ Suite 300 
Raleigh, North Carolina 27609 

For the North Carolina Justice Center, North-Carolina Housing c;oalition, and the Southern 
Alliance for Clean Energy: 

David Neal, Tirrill Moore, Southern. Environmental Law Center, 601 West 
Rosemary Stree~ Suite 220; Chapel Hill, North Carolina 27516 

For the Using and'Consuming Public: 

Lucy E. Edmondson, Nadia L. Luhr, Public Staff - North Carolina Utilities 
Commission, 4326 Mail Service Center; Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: North Carolina General Statute§ 62-l33.9(d) authorizes the 
North Carolina Utilities Commission (Comrriission) to approve, an annual rider to the rates of 
electric public utilities, outside ofa general rate case, for recoyery of all reasonable and prudent 
costs incurred .for adoption- and implementation of ·new demand-side ·management (DSM} and 
energy efficiency (EE) measures. The Commission is 8.lso authorized to award incentives to 
electric companies for adopting and implementing new DSM/EE measures, including. but bot 
limited to, appropriate rewards based on (l) the sharing of savings achieved by the DSM and EE 
measures and/or (2) the capitalization ofa percentage·ofavoided costs achieved by'the measures. 
Commission· Rule R8-69(b) provides· that every year the Commission will,conduct a proceeding 
for each electric public utility to establish an annual DSM/E~ rider to recover the reasonable an~ 
P.rudent costs incurred by the electric utility in adopting and implementing newDSM/EE measures 
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prcviolisly approved by the Commission pursuant to Commission Rule R8-68. Further, 
Commission Rule R8-69(b) provides for the establishme11t of a DSM/EE experience modification 
factor (EMF) rider to allow the electric public utility to collect the difference between reasonable 
and prudently incurred costs and the revenu_es that were realized during the test period um,:(er the 
DSM/EE rider then in effect Commission Rule RS'-69( c) pem1its the utility to request the inclusion 
Of utility incentives (the rewards authorized by the statute), including riet lost revenues (NLR), in 
the DSM/EE rider and the DSM/EE EMF rider. 

Docket ProceCdiogs 

In the present proceeding.. Docket- No. e.:.2, Sub 1252, on June 9, 2020, Duke Energy 
Progress, LLC (DEP or the Company) .filed an application for approval ofits-DSM/EE,rider for 
2021 (Application) and-the direct testimony and exhibits of Shannon R. Listebarger, Manager
Rates and Regulatory Strategy for Duke Energy Catolirias_. LLC and Robert P. Evans, Senior 
Manager -· Strategy and Collaboration for the Carolinas in the Company's Market Solutjc;ms 
Regulatory Strategy and Evaluation-group. 

On June 29, 2020, the Commission issued an order scheduling a hearing for September 15,, 
2020, establishing discovery guidelines, providing.for intervention and testiniolly·by oiher parties, 
and requiring public notice. 

On August 7, 2020, the Commission issued an order sched1=,11ing a remote hearing for expert 
witness testimony and requiring parties to file written statements of consent or objection by 
September l, 202Q, and to"file poiential cross-eX:amination eX:hibits·by September 10, 2020. All 
parties filed stateme_nts of consent to holding the expert witness hearing by.remote means. 

The interv~ntion of the Public Staff - North Carolina Utilities Commission (Public Staff) 
is recognized pursuant to N.C.G.S. § 62-IS(d),and Commission Rule Rl-19(e). Carolina Utility 
Customers Associat.iori, Inc; (CUCA), N0rth Catoliila Sustainable Energy AS:Soci3.tion (NCSEA), 
North Carolina Justice Center (NC Justice Center), North Carolina Housing Coalition (NC 
Housing Coalition), and Southern Alliance. for Clean Energy (SACE), and Carolina Industrial 
Group for Fair Utility Rates III (CIGJ'UR) filed petitions to intervene which were granted by 
the Commission. 

On August 17, 2020, DEP .filed the supplemental ,testimony and Exhibit D of 
witness Evans. 

,On August 24, 2020, the Public Staff filed a motion for extension of time to file testimony. 
On August 25, 2020, the Commission granted t~e motion·for extension. 

On August 26, 2020, NC Justice Center, NC Housing Coalition and SACE (collectively 
NC Justice Center, eta/.), filed the testimony and exhibits of Forest Bradley-Wright, the Energy 
Efficiency Director for SACE; and the·Public Staff filed the.testimony and exhibits of Michael c: 
Maness, Director of the Accounting Division, David W_illiamson, Utility-Engineer· in the Electric 
Section of the.Energy DiVision, and John-R. Hinton, Director, Economic Research Division. On 
August 28, 2020, the Public Staff filed a corrected Exhibit 2·10 the testimony of witness Hinton. 
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On September 4, 2020, DEP filed the rebuttaJ testimony of Timothy J. Duff and 
witness Evans. 

On September 10, 2020, DEP, the Public Staff, and NC Justice Center, et al., filed a joint 
unopposed moti0n to excuse all witnesses from appearing at the September 15, 2020 expert witness 
hearing. On September 14, 2020, the Commis_sion issued an order,granting the motion, accepting 
all testimony and exhibits into the record, cancelling the expert witness hearing. and requiring the 
filing of proposed orders and briefs by October 16, 2020, 

On September 14, 2020, DEP filed affidavits of publication of public notice as required by 
the Commission's June 29, 2020 Order. 

On September 14, 2020, the Public Staff filed a letter advising the·Commission that-it had 
completed its review of DEP's Save Energy.& Wat_er Kit Program and found an error in the 
calculation ofimpacts whicl) DEP agreed to correct in the Experience Modification Factor (EMF), 
in next year's DSM/EE rider proceeding. 

The case came on for .the. public witness hearing as scheduled on September l~, 2020. 
No public.witnesses appeared at the hearing. 

On'September28; 2020, the Public.Staff filed a Motion for Judicial Notice, requesting that 
the Commission takejudicial·notice of Late-Filed Exhibit No. 2, filed.by DEC and DEP in Docket 
Nos. E-7, Sub 1214, and E-2, Sub 1219, on September 3, 2020. On October 6, 2020, DEP filed a 
letter stating-that it had,no objection to the Public Stafrs Motion for_Judidal.Notice. 

,, 

On &eptember 30, 2020, the Public Staff filed a letter.providing the Commission with the 
results of its· review of the costs incurred for DEP's portfolio of DSM/EE programs during_ the 
12-month period ended December 31, 2019. The Public Staff stated that it had COmpleted its reView 
oftest year program costs and found no material differences between.the program costs as filed by 
the Company .and the costs as reflected in the supporting documentation examined. The ·Public 
Staff also stated that it is Of the opinion that the Compani has done a good job overall in preventing 
inappropriate·costs from being recorded as DSM/EE program ·costs. The Public Staff stated that 
its recommended DSM/EE EMF billing rates remain the rates set-forth in the direct testimony and 
exhibits ofDEP witne~ LiStebarger, and for the projected rates DSM/EE rates the rates set forth 
in the testimony and exhibits of Public Staff witness Maness. 

On ·October 8, 2020, the Commission issued an Order granting the Public &ta.trs 
September 28, 2020 Motion for Judicial Notice. 

On October 16, 2020, DEP and the Public Staff filed proposed orders, and NC Justice 
Center, et aL, filed a brief. 

Cost Recovery Mechanism 

On J1,1I1e 15, 2009, in Docket No.'E-2, Sub 931, the Commission issued an Order Approving 
Agreement and Stipulation of Partial Settlement, Subject to Certain Commission-Required 
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Modifications in DEP's first DSM/EE rider proceeding (Sub 931 Order) . .Jn the Sub 931 Order, 
the Commission approved, with certain modifications, an Agreement .and Stipulation of Partial 
Settlement (Stipulation) between DEP, the Public Staff, Wal-Mart Stores East, LP, and Sam's East, 
Inc. setting forth the terms and conditions for approval of DSM/EE measures and .the annual 
DSM/EE rider proceedings pursuant to N.C.G.S. § 62-133.9 and Commission Rules R8-68 and 
RS-69. The Stipulation included a Cost Recovery and Incentive Mechanism for DSM and 
EE Programs (Original Mechanism), which was modified by the Commission in its Sub 931 Or4er 
and subsequently in its Order Granting Motions for Reconsideration in Part issued on 
November 25, 2009; in the same docket. The Original -Mechanism as ~pproved after 
reconsideration allowed DEP to recover all reasonable .and prudent costs incurred and utility 
incentives earned for adopting and implementing new -DSM and EE measures in accordance with 
N.C.G.S. § 62-1_33.9, Commission Rules RS:-68 and RS-69, and the additional principles set forth 
in the OriginaJ Mechanism. 

On January 20, 2015, in Docket_ No. E-2, Sub 931, the· Commission issued an Order 
Approving Revised Cost·Recovery and Incentive Mechanism and Granting Waivers. The Order 
approved an agreement between DEP, the Public Staff, Natural Resources Defense Council, and 
SACE proposing·-revisions to the Original Mechanism, generally to be effective.January 1, 2016 
(Revised Mechanism). The Revised Mechanism allows DEP to recover all reasonable.and prudent 
costs incurred and utility incentives earned for adopting and implementing new DSM and 
EE measures in accordance with N.C:G.S. § 62-133.9, Commission'Rules R8'68 and R8,69, and 
the additional principles set forth in the Revised Mechanism. 

On November 27, 2017,-in Docket No. E-2, Sub 1145 (Sub 1145), the Commission i~sued 
its Order Approving PSM/EE Rider and Requiring Filing of Proposed·custoiner Notice (Sub 1145 
Order),.in which it approved the agreement to revise certain provisions of the Revised Mechanism 
reached by the Company and the Public Staff. The Revised Mechanism, as revised by the Sub 1145 
Order, is set forth in Maness Exhibit I filed in Sub 1145 and is referred to herein as 
the "Mechanism." 

Based upon consideration ofDEP's Application, the.pleadings, the testimony~ and exhibits 
received into evidence, and the record, the Commission now makes'the following: 

FINDINGS OF FACT 

I. DEP is a duly organized limited liability company existing under the laws of the 
State of North Carolina, is engaged in the business of developing, generating, transmitting, 
distributing, and selling electric p6wer to the public in North and South Garolina, and is subject to 
the jurisdiction of the Commission as a public utility. DEP' is lawfully before this Commission 
based upon its.application filed pursuant to N.C.G.S. §,62-133.9 and-Commission Rule R8-69. 

2. The test period for purposes 9f this proceeding extends from January 1, 2019 
through December 31, 2019. 

3. The rate period for purposes of this p_roceeding extends from January 1, 2021 
through December 31, 2021. 
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4. DEP has·requested approval· for the recovery of costs, and utility incentives where 
applic~ble;.related to the 'following DSM/EE programs: 

Residential 

• Appliance Recycling 
• EE Education Program 
• Multi-Family EE 
• My Home Energy Report (MyHER) 
• Neighborhood Energy Saver (Low-Income) 
• Smart $aver EE Program (fonnerly, Home Energy Improvement 

Program) 
• New Construction 
• EnergyWise Home (Load Control) 
• Save Energy and Water }Cjt 

• Energy Assessment 
• Low-Income Weatherization Pay-for Perfonnance 

Non-Residential 

• Smart $aver Energy Efficient Products and.Assessments (fonnerly, EE for 
Business) 

• Smart $aver Perfonnance Incentive Program 
•· Small Business Energy Saver 
• Commercial, Industrial, and Gov'emmental (CIG) Demand Response 

Automation 
• EnergyWise for Business 

Residential and Non-Residential 

• Distribution.System-Demand Response (DSDR) 
• EE Lighting 

These programs are·eligible for cost and utility incentive recovery, where applicable. 

5. For purposes of inclusion in this DSM/EE rider, the Company's portfolio of DSM 
and EE.programs is cost-effec~ive, and the Commission does pot direct that any-action be taken on 
any of these programs at this time. 

6. Pursuant to Paragraph 19 of the MechaniSm, the. Neighborhood Energy Saver 
Program is not required to have·a Total Resource Cost t~t (lRC) or Utility Cqst Test (UC1) result 
greater than 1.0 in order to be eligible for inclusion in the Company's portfolio. 

7. The Residential Smart $aver-EE Program has failed lri demonstrate a prospective 
TRC result greater than .1.0 in the current proceeding an4.m. the previous five rider proceedings. 
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8. The transformation of the lighting market with respect to LED non-specialty 
lighting continues, but to sustain the _benefit that low-income customers and multifamil}' residences 
obtain from energy efficient A-line bulbs, the·Company shall continue to provide energy efficient 
A-line bulbs to low-income and-multifamily residences lhrough its traditional outlets. 

9. The Company's proposed Grid Improvement Plan (GIP) has the potential to impact 
the cost effectiveness of the Company's DSM/EE programs. 

10. Although customers are receiving additional and more precise data about their 
energy usage from smart meters or other channels, these channels.do not provide the nonnative 
comparison ofthf:ir usage to that Of their peers nor.do they-empower customers to act on that d8ta 
the way the Company's MyHER EE program 4oes. 

11. With the exception of Evans· Exhibit C, the evaluation, measurement, and 
verification (EM& V) reports filed in this proceeding are acceptable for purposes of this proceeding 
and should be considered complete for purposes of calculating program impacts. With the 
exception of Evans Exhibit C, DEP has appropriately incorporated the results of these EM&V 
reports into the DSM/EE rider calculations. 

12. The Company has complied with the Commission's requirement that DEP monitor 
the changes in annual ratios of allocations between non-DSDR and DSDR equipment and report 
the degree. of change in its annual DSM/EE rider filing. Based on its review, .the· CoQ1pany 
detennined that ·the capacitor allocation ratio should be reduced from 21.08 to 20.48 and the 
regulator allocation ratio should be elevated from 7K50 to 78.56 percent. 

13. The Company included what it tenne4 a 17% reserve margin adder When 
calculating the avoided capacity costs for purposes of the Company's Vintage 2021 DSM and 
EE programs. 

14. The Company's proposed seasonal allocation of avoided capacity value is 
consistent·with the Commission's most recent avoided cost proceeding and is appropriate for use 
in this proceeding; however, the seasonal allocation factors should not-be applied to the Company's 
legacy DSM participation and measures. 

15. In its direct testimony·and exhibits, DEP·requested the recovery ofNLR in the 
amount of$38,l I 1,736 and PP! in the amount of$26,905,577 through the EMF component of the 
total DSM/EE rider, and'NLR of$34,768,785.and PP! of$21,191,901 for recovery in the forward
looking, or prospective component-of the total rider. DEP's proposed recovery ofNLR and PPJ. is 
consistent with the Mechanism and is appropriate. 

16. For purposes of the DSM/EE rider to be set.in this proceeding and subject to review 
in DEP's future DSM/EE rider proceedings, the reasonable and appropriate estimate of the 
Company's North Carolina retail DSM/EE program rate period amounts, consisting of its 
amortized operations and maintenance,(O&M) costs, depreciation,.capital costs, taxes, amortized 
incremental administrative and general (A&G) costs~ carrying charges, NLR, and PPI, is 
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$169,481,478 (exclu_ding the North Carolina-Regulatory Fee, or NCRF), and this is the appropriate 
amount to use.to develop the forward-looking DSM/EE revenue.requirement 

17. For purposes ofthe,EMF component.of.its DSM/EE rider, DEP's reasonable and 
prudent North Carolina retail test period costs and incentives, consisting of its amortized O&M 
costs, capital·costs, taxes, amortized incremental A&G costs, canying charges, NLR; and.PPI, are 
$176,s"l 8~282. Therefore, the ·test period revenue requirement, as reduced ·by the test period 
revenues collected and misceUaneous adjustments, is $4,164,100, which iS the test.period under
collection.that is appropriate.to use as the DSM/EE EMF revenue requirement in this proceeding. 

18. After assignment of allocation to -customer classes in· accordance with 
N.C.G.S. § 62-133.9, ComrriiSsion Rule R8-69,:and the,commission.Orders in Docket No,-E-2~ 
Sub·93_1, the revenue requirements for·each rate class, excluding ~e North Carolina Regulatory 
Fee (NCRF), are as follows: 

DSM/EE PROSPECTIVECOMPONENT: 
Residential 
General Service EE 
Genenil.ServiceDSM 
Lighting 
TOtal 

Residential 
General Service EE 
General Service DSM 
.Ughting 
Total 

DSM/EE EMF: 

$101,755,267 
$ 60,785,477 
$ 6,600,295 
$ 340,439 
$169,481,478 

$ 1,988,124 
$ J,IJl,509 
$ (931,458) 
$ (24,075) 
$ 4,164,100 

19. The appropriate and reasonable North Carolina retail class level kilowatt hour 
(kWh) sales· for use in detennining the DSM/EE and .DSM/EE EMF billing factors in this 
proceeding are: 

Rate Class 

Residential 
Genera] Service EE 
Gen~rai.service DSM 
Lighting 

kWh Sales 

15,893,328,062 
9, 132,663;985 
9,064,020,676 

356,925,937 

20. The appropriate DSM/EE EMF.billing factors, excludi~g NCRF,.are: 0.0t3·cents 
per kWh for the Residential' class; 0.034 cents per kWh for the EE component of the 
General Service classes; (0.0I0)·ceilts.per·kWh for the DSM coinp_onent of the General Service 
classes, and (0:007) cents per kWh for !he Lighting class. The factors do not change with the 
NCRF include<!. 
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21. The'appropriate forward-looking DSM/EE rates to be charge<i by DEP during the 
rate period, excluding NCRF, are: 0.640 cents per kWh for the Residential class; 0.666 cents per 
kWh- for the EE component of the General Service classes; 0.073 cents per kWh for the 
DSM compon~nt of the General Service classes;· and 0:095 cents per kWh for the Lighting class. 
The appropriate forward-looking DSM/EE rates to be charged by DEP during the rate period, 
including NCRF, are: 0.641 cents per kWh for'the ResidentiaJ class;,0.667 cents per kWh for the 
EE·component of the G~neral service classes; 0:073 cents·per kWh forthe DSM componen~ Of 
the General Service classes; and 0;095 cents per kWh for the Lighting class. 

22. The appropriate total DSM/EE annuaJ riders including the forward looking and the 
EMF rate (including NCRF) for the ResidentiaJ, ·General Service; and Lighting rate classes are 
increments of 0.654 cents per kWh for the Residential class, 0.701 cents pef kWh for the 
EE. portion of the General Service class; 0.063 cents per kWh for the DSM portion of the General 
Service class, ~d 0;088 cents per kWh for the Lighting class. 

23. DEP should continue to leverage its collaborative stakeholder meetings 
(Collaborative) bexpand on the existing discUSSioils related to the eX.pansion.and improvements 
of low-income EE programs, EM& V issues, and Other program design issues rajsed in the 
testimony of NC Justice Center, et al., witness Bradley-Wright and:ptovide a summmy of those 
discussions in the Company's next DSM/EE rider filing. 

24. The Company should continue Collaborative meetings so that the combined 
DEP/Duke Enetgy,Carolinas, LLC (DEC) Collaborative meets every two months. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. I 

This finding ·or fact, which is supported by DEP's Application, is essentially inforrnationa1, 
procedural, and jurisdictionaJ in nature, and is uncontroverted. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 2-3 

No party opposed DEP's proposed rate period and test period. The rate- period and test 
period proposed by DEP' are reasonable and consistent with the. Mechanism approved by 
the Commission. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 4 

The evidence for. this finding of fact ran be-found in DEP's Application, the testimony and 
exhibi~ of DEP witnesses Listebarger and Evans; the: testimony of Public Staff witness 
Williamson, and various Commission orders in program approval dockets. 

DEP witness Listebarger's testimony shows the .portfolio of DSM/EE programs that is 
associated with-th~ Company's request for approval of this rider. (Listebarger at.4-7.}'The direct 
testimony ofDEP witness Evans lists the DSM/EE programs for which the Company is requesting 
cost recovery, and incentives where ~pplicable, in this proceeding. (Evans Direct at 17-18.) Those 
programs are: 
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Residential 

• Appliance Recycling 
• EE Education Program 
• Multi-Family EE 
• MyHER 
• Neighborhood Energy Saver (Low-Income) 
• Smart $aver EE Program (formerly, Home Energy Improvement Program) 
• New Construction 
• EnergyWise (Load Control) 
~ Save Energy and Water Kit 
• Energy Assessinent 
• Low-Income Weatherization Pay for Performance 

Non-Residential 

• Smart $aver Energy Efficient Products and Assessments (formerly, EE for 
Business) 

• Smart $aver Performance Incentive Program 
• S11_1all Business Energy Saver 
• CIG Demand Response Automation 
• EnergyWise for Business 

Residential and Non-Residential 

• DSDR 
• EB Lighting 

In his testimony, Public Staff witness Williamson also listed the DSM/EE programs for 
which the Company seeks cost recovery and noted that each of these programs has received 
·approval as a new DSM or EE program and is eligible for cost recovery in this.proceeding under 
N:C.G.S. § 62-133.9. (Williamson at 6-7.) 

Thus, the Commission finds and concludes that each Of the programs listed by witnesses 
Evans and Williamson has received Commission approval as a new DSM or EE,program and is, 
therefore,·eligible for cost recovery in this proceeding under N.C.G.S. § 62-133.9. 

EVIDENCE,AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 5-10 

The evidence for these findings can be· found in the·.testimony and exhibits of Company 
witness,Evans, the.testimony and exhibits of Public Staff witness Williamson, and the testimony 
of NC Justice Center, eJ al., witness Bradley-Wright 
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DEP witness Evans testified that the Company reViewed the portfolio of 
DSM/EE programs and perfonned prospective analyses of each of its.programs and the aggregate 
portfolio for the Vintage 2021 period, the results of which are incol'J)orated in Evans Exhibit No. 7. 
(Evans Direct at 18-19.) He noted that the Company's aggregate portfolio continues to project 
cost-effectiveness. (id.) DEP's calculations, however, indicate that the following programs d0-not 
pass the TRC threshold of l_.00: the Neighborhood Fnergy Saver Program, which was not 
cost-effective at the time of approval, but was instead approved based on societal benefits; 
Residential Smart $aver EE Progrnrn; and EnergyWise for Business. (Evans-Ex. 7.) 

Witness Evans note4 that the cost-effectiveness for EnergyWise-for Business Program is a 
concern .with its.•0.52 TRC. score and• reported that the Company is reviewing the program to 
detennine if.it can increase its cost-effectiveness or if discontinuation is appropriate. Witness 
Evans committed the Company to providing the Commission with further infom,ation regarding 
the program's continuation in the filing of its 2021 cost recovery reQucst. (Evans Directat 19.) 

Public Staff witness Williamson stated in his testimony that he reviewed DEP's 
calculations of cost-effectiveness. under each of the four standard cost-effectiveness tests - the 
Utility Cost (UC), TRC, Participant, and Ratepayer Impact Measure (RIM) tests. (Williamson at 
10.) The Public Staff also compared the cost-effectiveness test results in previous DSM/EE 
proceedings to the current filing and developed a trend of cost-effectiveness that serves as the basis 
for the Public Stalfs recommendation of whether a program should be tenninated. (Id. at 12.) 
Witness Williamson testified that although many programs continue to.be cost-effective, the TRC 
and UC scores as filed by the Company for all programs have a natural ebb and flow over time, 
mainly due to changes in avoided costs and updated, EM&V and program participation. (Id. 
at 12-14 and Williamson Exhibit 2.) Witness Williamson concluded that the rolling record of 
cost-effectiveness results cohfirinS that activities within·the portfolio have been and continue to be 
reasonable. (Id. at 14.) 

The Commission concludes_ that DEP's portfolio of DSM and EE programs is 
cost-effective _and eligible"for inclusion in the Company's DSM/EE rider. Below, the Commission 
makes specific findings and conclusions as to the individual programs that concern the 
Public StatT. 

EE Lighting 

Public Staff witness Williamson testified that the goal of utility-sponsored EE programs is 
to build customer acceptance and adoption of EE technologies. He further testified that as 
technologies become more energy efficient, costs decrease and consumer acceptance increases. 
(Williamson at 18.) With respect to EE lighting, he noted that the Publfo Staff had previously 
highlighted several trends in the adoption of EE lighting measures, including the likelihood that 
the non-specialty LED would _become the baseline standard for general service bulb technologies 
by January 2020, thereby decreasing savings from any EE program that continued to inclUde 
general service bulb technologies. He testified that the United States Department of Energy (DOE) 
had previously published final rules for the second phase of the 2007 Energy Independence and 
Security Act (EISA). These final rules, EISA 2020, were to become effective January 1, 2020, and 
they had adopted revised definitions for the general service lamp (GSL) and the general service 
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incandescent lamp (GSIL). ln 2019, however,.the DOE ultimately detem1ined that amending the 
energy conservi:ltion·standardsfor GSILS would not be economicaJly"jtIStified. (Id at 11:) Witness 
Williamson stated that the Public Staff continues !O believe that· the. EE lighting ·market has 
transformed at a faster rate than was initially recognized, as a result ofEISA's changes to federal 
lighting standards since, 2007' and customer preference for LEDs. Thus, he concluded that non_
specialty LED lighting should be considered the baseline standard for generaJ service bulb 
tec~nologies. (Id. at 17-18.) 

Witness Williamson relayed that.the ComparlY'had·begun,to.minimize the impacts ofEISA 
2020 in updating its programs that incorporate lighting-related prodi.Jcts to· offer specialty LED 
bulb· tec_hnologies as the only ligliting offering. The Public Staff. agreed with_ this approach; 
however, based on its review-of the Company':S .lighting-related -EM&V reports for the-last three 
years, the Pu_blic Staff recommended that the Commission require that, beginning in 2021, only 
specialty LED lighting be considered for recognition as energy efficiency. (Id at 18-19'.) 

In his rebuttal testimony, Company. witness Evans agreed that significant market 
transformation-with respect to LED non-specialty lighting had taken place,,but he disagreed,that 
the transfonnation was .uniyersal. Witness·. Evans reported an ongoing need for non-specialty 
energy efficient A-line ·bulbs in both low-income and multifamily residences to •enable those 
customers to participate. in .the benefits· of energy efficient.lighting. Therefore, the Company 
intended· to· continue to provide A-line bulbs to low-income customers through its direct install 
Neighborhood' Energy Saver Program and to provide them through outlets such !1S Ooodwill, 
Dollar General, Dollar Tree and Habitat Stores. Witness Evans also· testified 'that the Company 
intended-to replace inefficient lighting through its Multifamily direct install prOgram.•Future needs 
in low-income and multifamily residences will.be-cIOsely monitored througlrindependent EM&V 
stu~ies for these prograIJ'!~ to detennine their .saturatiOn with standard high ·efficiency lighting. 
(Evans Rebuttal at 3-4.) 

Grid. Improvement Plan 

With,respect.to DEP's·proposed Grid Improvement Plan (GIP), which is pending approval 
in the DEP general rate case in Docket No. E-2, Sub 1219, witness Williamson·testified that he 
was concerned that GIP would impact-the MyHER program and the proposed conversion ofDSDR 
to Conservation Voltage Control (CVR),and how that conversion·would impact the current,DSM 
and EE portfolio. 

MyHER 

Witness Williamson testified that GIP would enhance capacity, data analytics/collection, 
and·power flow capabilitieS·on almost all circuits within the service territory. He indicated ,that' 
these.GIP enhancements would-thus impact the savings achieved·through,the DSM/EE portfolio, 
especially the savings associated with- the MyHER ,program; Witness Williamson's Coricern 
resulted from his opinion that the success of that program relies'on the Company.'s collection of 
,individual customers1 data and resulting analysis Of that ·data in relation to similar, 'nearby 
customers, (Williamson at 22-23.) The deployment of Advanced Metering lnfrastructure(AMI), 
which'<witness Williamson described:as-a "crucial component" of GIP, is·expected to be used for 
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better rate -design opportunities and to provide customers with interv_al. usage data .. (Id. at 23.) 
Witness Williamson also discussed-the Company's Energy Mobile App, which allows participants 
to see their usage comparison and disaggregation, as well as the new AMl ·usage charts, which 
show customers the difference in the average weekly usage by hour from one,month to the·next, 
both of which were.launched in 2019. The Company has a1soJecently made available to customers 
a functionality like Green Button Download; enabling customers to download their usage data in 
a standard follTlat (Williamson at 23-24.) Wib!ess Williamson concluded that through these 
services and access to data, the Myl-lER program-will duplicate the provision of the same data to 
customers in other fonns, with the only incremental difference being the EE tips the My HER report 
provides to customers. Thus, witness Williamson e_xpressed skepticism that the cost and utility 
incentives ru.Sociated with the MyHER program are justified. He recommended that the Company 
ru.sess the costs and benefits of continuing to offer the My HER program. (Williamson at 24-25.) 

In his rebuttal testimony, witness Evans disagreed with witness Williamson's 
recommendation on MyHE~ noting that his testimony ignores that the MyHER report provides 
the nonnative comparison of a customer's.usage to the usage of a similar group o( customers, ru. 
well as.to a model Efficient Home. The nonnative comparison is not included in the other methods 
of simply viewing customer usage d!i.ta he referenced in his testimony. Instead witness Evans noted 
that customers' ability to see their own usage in comparison to their peers and the modeled 
Efficient Home is a value to customers: In support, he stated that the Commission recognized that 
value when concluding that MyHER has the potential to encourage EE.by providing participants 
with periodic personalized reports containing comparative usage date for similar residences in the 
same geographic area and persona_lized recommendations. (Evans Rebuttal at 5-6.) Witness Evans 
concluded that, although customers may access their own AMI data to J110nitor their own usage, 
without having a way to compare their usage to their peers and Efficient Home, they have no way 
to othernrise.understand their own usage in the context of how they compare to-similar customers. 
(Evans Rebuttal at 6.) 

Proposed CVR Conversion 

Witness Williamson's other concern with the·Company's planning to modernize the grid 
is the impact these enhancements could have on DSM/EE programs and cost recovery. Witness 
Williamson testified that the prQPosed CVR component Of the Company's GIP proposal will begin 
in 2021. This conversion will allow the current assets ofDSDR to deliver a constant aild consistent 
voltage reduction on the electric.grid across.all circuits designed to operate under CVR. Witness 
Williamson explained that the Company anticipated that the CVR mode will be active 
approximately 90% of the time and that when it_-is-activated_, it will provide two percent voltage 
reduction to 98% of the DSDR circuits across the North Carolina service territory. (Williamson at 
26.) He indicated;that the Coinpany had not-assessed the potential impacts of the reduced energy 
or demand savings that will result from the CVR initiative, but he said the·Company noted that the 
impacts will be reflected in future cost-effectiveness· evaluations. Witness Williamson predicted 
that if the CVR conversion resulted in impacts to,e_nergy and demand savings, then'energy and 
demand savings for all DSM and EE programs, including DSDR, will be reduced "to· soine 
degree." (Williamson at 26-27.) Witness Williamson described DSDR as intertwined with the 
Company's day-to-day grid activities, which produce.certain efficiencies for customers. He noted 
that DSDR had allowed DEP to achieve peak shaving voltage reductkm throughout the DEP 
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distribution system during its activation. DEP's significant circuit conditioning,. including the 
installation of substation and -distribution voltage regu]ating devices and capacitators, 
telecolTlmunications and IT infrastructure, and some ba]ancing of load on distribution circuits, 
enabled these peak shaving voltage reductions. (Williamson at 27.) 

Witness Williamson also relayed that the Company detailed how the CVR capabilities are 
crifo;aI t<::, enable greater application of Distribµted Energy Resources on the grid and that these 
capabilities depend on,the DSDR infrastructure. According to witness Williamson, because of the 
differences in cost recovery mechanisms, DSDR is. treated differently than normal operational 
efficiency improvements. DSDR, he testified. receives "special" rate making treatment-in DEP's 
DSM/EE rider, which some Customers may opt out of, unlike nonnal and routirie grid work, where 
costs are depreciated and allocated to all customer classes. (Williamson at 30-3 l .) He then opined 
tha:t the need to diff~rentiate b_etween'DSDR grid support work and GIP grid support work may no 
longer be needed. 

Witnes_s Williamson had also highlight_ed the potential for overlap between the Company's 
GIP and DSDR in the last DEP rider proceeding, and, in this proceeding, he identified specific 
overlaps in Capacitor Bank Controls, 2G/3G modem replacemen~ to support 4G/5G and 
Gi~ AN Core routers. He also noted that a portion of the sensor equipment is being retired from 
DSDR and replaced as part of the Self-Optimizing Grid (SOG) and he specified that the costs 
associated with'SOG are not charged to DSDR. (Williamson at 31.) 

Wilness Williamson did not recommend the removal or adjusbnent of any costs to be 
recovered from the Company's proposed DSM/EE rider based on his,GIP'concerns. Because the 
Coni.pany continues to implement GIP and as its grief capabilities and services continue to evolve, 
he recommended that the.Commission 'direct the Company-to: 

• Analyze GIP to ex.plain how it will affect DSM/EE programs• ability to 
prodilce. peak demand and.energy savings and- file the results no l_ater 
than the Company's next DSM/EE rider proceeding; 

• Explain how the Company will distinguish peak demand and energy 
saving. resulting from GIP· from those resulting- from DSM/EE- iii the 
next DSM/EE ri~er proceeding; 

• List GIP projects that have been implemented and how they have 
affected the Company's DSM/EE-portfolio's performance if at-all. 

In his rebuttal testimony, Company witness Evans disagreed with Public Staff witness 
Williamson's recommendations and responded to his com;erns. With respect to the 
recommendation that the Company analyze how GIP will affect the performance _of 
DSM/EE programs -and include reporting ·on GIP implementation in the next DSM/EE rider 
proceeding, witness Evans noted that the Company had already provided voluminous·amounts of 
data to the Public Staff in response to their and other intervenors' data requests in the pending 
DEP rate ease and-the pending Duke Energy Carolinas, LLC rate ~e with respect to thefotegrated 
Volt/Var Controls (IVVC). The Company does not oppose providing information about the DSDR 
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conversion to CVR and has iilready agreed to work with·the Public Staff on reporting GIP programs 
as outlined in the Company's Second Amendment and.Partial Settlement with the Public Staff in 
the pending DEP rate case. Moreover, the direct and rcbuttal'testimony of Duke witness Jay. W. 
Oliver in the pending rate cases addressed GIP status extensively. Witness EVans noted that 
because the DSM/EE programs and the GIP were separate initiatives with different goals, 
integrating additional GIP status reporting would likely lead to confusion. Further, because no 
party, including the Company, has recommended that the CompWly file any· GIP program for 
cons_ideration as part of the DSM/EE rider, witness Evans did rlot support using the DSM/EE rider 
proceeding as an appropriate forum for the types of infonnation Public Staff witness Williamson 
recommended for inclusion-in the next DSM/EE rider proceeding. Thus, witness Evans concluded 
that additional analysis recommended by the Public Staff would be duplicative and is not 
necessary. He further stated that llllY influence or interaction between GIP and DSM/EE programs 
will be evaluated and captured in existing reporting protocols. (Evans Rebtittal at 9-10.) 

Witness Evans also stated that Public Staff witness Williamson's recommendation that the 
Company explliin in its next DSM/EE rider filing how it will distinguish peak demand and.energy 
savings ,resulting from the GIP f~m those resulting from the DSM/EE portfolio is premature. 
Deferral accowiting for the GIP program remains pending in DEP's general rate case. Thus, the 
Company has not completed teSting and analysis of changing its operational strategy from DSDR 
to CVR. (Evans Rebuttal at I 0-11.) 

Neighborhood Energy Saver Program 

Witness Evans testified that the Neighborhood Energy Saver (NES) Program, which was 
not-cost-effective at the time ofCommission··approval, is not projected·to be cost-effective for the 
Vintage 2021 period. (Evans Direct.at 19.) 

Pursuant to Paragraph 19 of the Mechanism (which provides Wl•exception for low-income 
programs and other non-cost-effective programs with·similar societal benefits), the NES program 
is not required to pass the TRC or UCT tests to be eligible for inclusion in the Company's portfolio. 
Accordingly, the Commission finds and concludes that no further action by the Company is 
required with respect to this program. 

Residential Smart $aver EE Program 

In his direct testimony, DEP witness Evans indicated that the Residential Smart $aver EE 
program is not projected to be cost-effective for the- Vintage 2021 period. (Id.) The Company 
pn;>jected a TRC score of0.40 for the program for Vintage 2021. (Evans Exhibit 7) 

Witness Williamson described the Public Staff's review of the Residential Smart $aver 
program, which offers rebate optiohs to customers for a variety of EE measures related to home 
heating and cooling to encourage energy efficiericy:(Williamson at 37 .) In 2016, to offset costs 
associated with this program and to improve its cost-effectiveness, the Commission approved the 
Company implementing a referral channel as part of this program. Additionally, Witness 
Williamson noted'thilt an on-line option store was added in 2017. Witness Williamson testified 
that the referral channel now· includes referrals beyond its original scope of focusing on HV AC 
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equipment referrals. The· referral channel, .under the,name _FindltDuke, now includes referrals to 
rooftop SQlnr- systems, plumbing and tree rem_oval services. All funds that DEP receives from 
customers participating in the FindltDuke, including funds from referrals for services that are 
beyond the original scope ofth_e channel, are_used to offset the:Smart$av~r program costs. Wib).ess 
Williamson noted that-.funds from the rooftop-solar and tree service contractors are only a -very 
small portion of the overall revenues received. (Williamson at 38-40.) The ·Public Staff did not 
contend that the Company had violated any Commission Rules or- flexibility Guidelines in 
expanding the referral channel, but did opine that the·expansibn of referrals beyond DSM and 
EE programs seemed as if it should have been brought to the NCUC's review in advance,of the 
change. The Public Staff will continue to discuss-• this matter with the Company, but it. did 
not recommend that. the Commission take any other actions with respect to this program. 
(Id. at 40-41.) 

The Cqmmission, however, notes·that the _RCsidential Smart $aver EE program has· failed 
to demonstrate a prospective TRC result greater-Than- 1.0 in·the current proceeding and in the lasi 
five rider proceedings: ·Subs 1070,. 1108, 1145, 1174, 1206, .and 1252. Paragraph 23 of the 
Mechanism requires the Company, in. each annual DSM/EE cost recovery 'filing, to perform 
prospective Cost-effective test evaluations for each of its· approved DSM and EE programs. 
Pui'sliantto·Paragraph _238 of the Mechanism, when a program initially dernqristrates a prospective 
TRC of less than 1.0, the Company must include a discussion in its· annual DSM/EE rider 
proceeding concerning actions being taken to maintain ,or improve cost-effectiveness, or, 
ah_e_rnatively, plans to tenninate the program. Pursuant to Paragraph '23C, if a program 
demonstrates a prospective TRC of Jess than 1.0 in a s·ecohd DSM/EE rider proceeding, the 
Company must include a discussion in its annual filing.concerning whatactions it has taken. to 
improve.cost-effectiveness .. Pursuant.to Paragraph :i3D, ·if a program demonstrates a prospective 
TRC Of less than 1.0 in a .thir~ DSM/EE rider proceeding, the Company must terminate the: 
program, unless otherwise ordered by ·the Commission. Despite numerous modifications over 
recent_yearsl' the Residential SITlart $aver EE program has now·demonstrated a prospective TRC 
of less than 1.0 in a ~ixth ~onsecutive DSM/EE rider proceeding._,The Commission is of the opinion 
that it is necessary to determine whether there are· steps that can be taken to improve the 
cost-effectiveness of the program,·or whether the program should be terminated. 

Based on the foregoing, the Commission detennines that no changes are required tO the 
Company's Residential-Smart $aver EE program. The Commission also finds·and concludes that 
if the program continues to demonstrate a prospective '.FRC result of less than 1.0 for the Vintage 
2022 forecast.in the next rider proceeding, the Company should indud~:in its next rider tiling a 
discussion qfthe actions beitig,taken to maintain.or improve cost-effectiveness, or alternatively, 
itS,plarn to terminate the program. -

1 On February 9, 2016, in Docket No. E-2, Sub 936; the Commission approved the Company's request to 
implement a referral channel to offset some oflhe oo,sts associated-with lhe program. On Septemb;r 11, 2017, in lhe 
same docket, the Commission approved _lhe conversion of Home Energy Improvement Program (HEIP) into what is 
now kn0wn as the Smarl $aver prograrri. Most recently, on February 25, 2019, the Colllmission in Dockets E-2 
·Sub 936 and E-2·sub 1174 approved modifications to the program to reduce c0sts,-implement a three-year transition 
to a· referral-only channel and introduee an· online ·channel. 
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Conclusions 

No party challenged inclusion of the above listed programs in the Company's 
DSM/EE-rider for cost recovery. Because the Commission is concerned that low-income and 
multifamily residences continue to share.in the.benefits of energy efficient lighting, it declines to 
adopt the Public Stafrs ·recommendatibn that it consider only specialty LED lighting for 
recognition as energy efficiency in these proceedings. Instead, to sustain th~ benefit that low
jncon:ie customers and multifamily residences obtain from.A-line bulbs, the Commission directs 
the Corripany to continue to provide A-line bulbs to Iow:.income customers through-its directinstall 
Neighborhood Energy Saver program and to provide them through outlels such as Good Will, 
Dollar General, and Habitat stores. The Commission fwther approves the Company's proposal to 
continue replacing im;fficient lighting through its Multifamily -direct -install ·program. The 
CClmpany• sho1,1ld continue. to clOSely monitor the future needs.-of low-income and multifamily 
residences as independent-EM&V studies for these programs to detennine their saturation with 
standard high efficiency lighting. 

With respect to witness Williamson's recommendations concemipg the GIP, the 
Commission finds an9 coneludes that the potential impacts of the Company~s proposed GIP on the 
cost effectiveness of the Company's DSM/EE pri>grams warrants further examination. The 
Commission has received and reviewed voluminous· evidence On GIP implementation iri the 
pending general rate cases, especially through the direct and rebuttal testimony of Jay W. Oliver. 
Additional status reporting in the DSM/EE docket will only duplicate reportiIJg done in oth_er 
proceedings and complicate· the al~dy extensive reporting requirements in the DSM/EE 
proceedings. As witness Evans proposed, the more effective method for-conveying GIP impacts 
on the DSM/EE portf()liO foi purposes of the DSM/EE rider proceedings is through EM&V 
reporting protocols that are already submitted in these pro~ings. 

With,respect to the question·ofwhether the _additional analyses recommended by witness 
WilliamsOn will be adequately covered by EM&V analyses. the Commission is not persuaded that 
a yearly analysis of any impacts on costeffec_tiveness will-be essential to evaluating the Company's 
DSM/EE portfolio during each year's rider proceeding, and concludes-that the existing.EM&V 
reporting ·protocol is sufficient. The Comniission further concludes that •some infonnation 
concerning the status ofils.GIP initiatives and their eff~ts on DSM/ER programs could·be helj:,ful 
in· it§ DSM/EE rider proceedings and, therefore~, finds that the Company shall in the next' rider 
proceedipg (1) explain how the Company will distinguish peak demand and energy sayings 
between GIP and DSM and EE programs; and (2) provide a list of GIP projects that have been 
implemented and explain how those projects have affected the perfonnance of tlie, Company's 
DSM/EE portfolio, if at all. 

With respect to the recommendation that the Company explain in its next rider proceeding, 
how it will distinguish- peak demand and· energy savings resulting from the GIP from those 
r~ulting from the DSM/EE Portfolio, the Commission agrees th~t th·e shift from DSDR to CVR 
would affect the amount of maximum peak shaving capability. However, with the pending,CVR 
~omponent not beginning until 2021, the Company has not yet had time to test.and·analyze data 
related, to tlie reduction ·in peak shaving and will likely not have time 'before the next rider 
proceeding. Thus, the Commission concludes that compelling DEP lo 'include infonnation on 
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projected-future impacts on·the DSM/EE portfolio is premature and unnecessary at.this time. The 
Commission recognizes that there is a distinction between a customer receiving,additional and 
more precise· data about their ·energy usage from smart meters or from the· smart meter usage 
applications, which do not act as energy efficiency programs, and a utility program, like MyHER, 
that engages customers through normative comparison or their usage to that of __ their peers and 
empowers customers.to act on that data The Commission acknowledged that distinct and critical 
component of the MyHER program when it approved the program· for DEC, statihg that MyHER 
"ha!:! the .potential to ·encourage .EE by providing participants with periodic personalized reports 
containing comparative usage data for similar residences in the same·geographic and-personalized 
recommendations for more ,efficient use of energy in their homes, which should motivate 
participanis to better manage and reduce their energy consumption." Ord_er Approving,Program, 
Docket No. E-7, Sub 101-5, issued Sept. 11, 2012 at 6. Therefore, the Commission declines to 
accept the Public Staff's· request- to direct the Company to reassess ,continuing its successful 
MyHER program at.this time. 

Finally; the Commission agre~ with Public Staff witness· Williamson that the Company 
has·not violated the flexibility guidelines or any Commission rules or orders in implementing the 
Residential-Smart $aver EE Program's referral'channel. The Commission directs the,Public Staff 
and the Company to continue.to discuss the matter-as recommended by witness·Williamson. To 
the extent that the.program continues to demonstrate a pro_spective TRC result of less than I .Q for 
vintage 2022, the Company should include in its next rider filing a discussion of the actions being 
taken to maintain or-improve cost effectiveness, or alternatively, its plans to terminate the program. 

EVIDENCE AND CONCLUSIONS FOR·FINDING OF FACT NO.11 

The evidence for this finding of fact can be found in the testimony and exhibits·of 0EP 
witness Evans.and the testimony of Public Staff witness Williamson. 

DEP witness Evans testified regarding the EM& V process, activities, and results presented 
in this proceeding". (Evans pirect at 22-25.) He explained -that the EMF component_ of the 
Company's DSM/EE rider incorporates actual customer participation and evaluated load impacts 
dete~ined through EM&V and applied pursuant to the Revised Mechanism. (Id.) In .this 
proceeding, the Company submitted, as.exhibits to witness Evans' testimony, detailed completed 
EM& V reports or updates for the following programs: 

• My Home Energy Report - June 20 I 7 through May 20 I 8 (Evans Exhibit A) 
• Neighborhood Energy Saver Program- 2018 (Evans Exhibit B) 
• Save Energy and Water kits - 2018-20 I 9 (Evans Exhibit C) 
• Commercial, Industrial, and Governmental.Demand Response Automation 

Program - 2018 (Supplemental Evans Exhibit D) 

In his testimony, Public Staff witness Williamson testified that the Company is complying 
with the various Commission orders _regarding EM& V of their DSM/EE portfolio. He did, 
however, make recommendations to the Commission on· the EM&V report for the Residential 
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Income-Qualified EE program (NES) (Evans Exhibit B) and the Save Energy and. Water Kit 
(SEWK) program (Evans Exhibit C.) (Williamson at 42,) 

With respect to the NES program, witness. Williamson descri~d his review of Evans 
Exhibit B, which evaluaied the performance of the NES program from June 1, 2017 through 
June 30, 2018. (Id.) He testified that Evans Exhibit B is acceptable for purposes of verifying the 
NES program savings. (Williamson at 45.) Witness Williamson•recommended, however, that the 
evaluator of the NES program use a billing analysis to detennine program savings in the next 
evaluation of the NES program in 2021. (Williamson at 45.) Witness Williamson explained that 
the·evaluator used an engineering analysis that relied on infonnation from other sources. Witness 
Williamson reported that the evaluator had indicated that a billing analysis was not-appropriate in 
this evaluation because of the difference in usage patterns between the treatment group and the 
control group and the differences in weather patterns b~tween pre- and post-treatment periods. 
Witness Williamson testified· that a billing analysis was preferable to an engineering analysis, 
however, because a billing analysis is more accurate on program performance. He further indicated 
that the engineering analysis in this case produces per participant savings that are double the 
savings from the previous evaluation. (Williamson at 4243.) 

Witness Wiliiamson also t~stified that the.engineering analysis in this case assumes·a net
to-gross (NTGR) of 1.0, which is standard practice for income-qualified programs. The Public 
Staff recognizes this to be a standard practice, although witness Williamson noted that lighting 
accounts for 37% of NES's gross savings and the lighting market has significantly •changed in 
recent years. The evaluation indicates that many bulbs could not be installed because efficient 
bulbs .were already present. He ,testified that the issue was- furtlwr complicated because the 
engineering analysis assumes baseline wattage is equal to the- federal standard (equivalent to a 
halogen bulb) when at the time of the evaluation,, halogen bulbs likely only represented a small 
fraction of shelf space at stores selling bulbs to prospective lighting purchasers_. During 2017-2018, 
LEDs and CFLs were already occupying much of the available shelf-space at big box stores. To 
witness Williamson, this suggested that the NTGR assumption as well as the presumed baseline 
wattage in the engineering analySis may over-estimate. the LED bulb savings_ component of the 
program. (Williamson a.t43-44.) Witness.Williamson concluded that the Company should perfonn 
the next evaluation of the NES program, as-soon as possible, and reported that the.Company had 
agreed to do so. (Id.) 

Company witness Evans testified in rebuttal that DEP agreed with Public Staff witness 
Williamson :that a billing analysis method is preferable to an engineering evaluation method to 
determine program savings for the NES program .. He requested flexibility, however, if the results 
of the billing analysis detennined that methodology was not appropriate_. Witness Evans stated that 
the independent evaluator anticipates utilizing a billing analysis for the next NES evaluation; 
hQwever, witness Evans added caveats for this methodology. ·First, he cautioned that, should the 
billing analysis detennine that inherent-conswnption differences.cannot be controlled-between the 
group of participants being evaluated (treatment group) versus the control group, utilizing an 
engineering analysis is better because he agreed that an engineering analysis is an acceptable 
method. (Evans Rebuttal at 1-8.) Witness Evans also testified that an NTGR is standard practice 
for income-qualified programs; the independent evaluator will examine whether NTGR is 
applicable for this program, and more specifica11y, this jurisdiction. If feasible,. the evaluator will 
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investigate framing:free ridership questions;as they relate to the broader lighting market and will 
review whether a baseline wattage assumption is appropriate given the region, target population, 
and types oflamps included in the·program: Finally, witness Evans clarified that-the Company did 
not agree that the Company would conduct an NES evaluation as.soon as possible with a target 
completion date on or before 2021. Because of the COVID-19 pandemic,,the Company suspended 
in-home NES opc;:rations in March'2020 and has not yet resumed nonnal operations. Witness Evans 
committed to work through the evaluation activities as quickly as possible all.er suspension but 
noted that it may be impossible for the Company to complete the evaluation with a 2021 timcframe. 
(Evans Rebuttal at 8-9.) 

On September l,:l, 2020, the Public Staff liled·a lette;:r advising the Commission that it had 
completed its review of DEP's SEWK and found an error in the calculation that DEP agreed to 
correct in the EMF of next year's DSM/EE rider proceeding. 

With the exception of Evans Exhibit C, no party contested the EM&V infonnation 
submitted by the Company. The Commission _therefore finds that the EM&V reports filed as.Evans 
Exhibits A and Band Evans Supplemental Exhibit Dare acceptable for purposes of this proceeding 
and should be considered· complete for purposes ,of calculating _program impacL<;. Further, the 
Commission .concludes that DEP is appropriately incorporating 'the, results of Evans Exhibits A 
and s··and Evans Supplemental Exhibit D into its DSM/EE rider calculations. 

With respect to Evans Exhibit C, the Commission will hold open review ,of the SEWK 
Program EM&V report until the Company's 2021 DSM/EE rider proceeding. 

The Commission additionally concludes that ihe evaluator of the NES program should use 
a billing analysis·to detennine program savings in the next evaluation of the NES program, but, as 
requested by-DEP witness Evans, the eva!Uatorshall maintain flexibility if the results of the billing 
analysis establish tho.t_the methodology was not appropriate. Th~ Commission further directs DEP 
to,conduet an evaluation ofNES as soon as possible, but recognizes that with the suspension.of 
in-home NES operations, an evaluation may not be able. to be completed with a 2021 timeframe. 

Based upon the testimony and evidence cited above, the Commission finds the net energy 
and capacity savings derived from the EM&V to be reasonable and appropriate. Further, the 
Commission, concludes that DEP is appropriately incorporating the results of EM&V into the 
DSM/~E rider calculations. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 12 

The evidence for this finding Of fact can be found in the testimony of DEP witness Evans. 

The Commission's Order Approving DSM/EE Rider and Requiring Filing of Prop()sed 
Customer Notice, i~sued November 16, 2015, in Docket No. E-2, Sub 1070, directed DEP to file 
all changes in annual ratios of allocations between non-DSDR and DSDR equipment, report the 
degree of change in ·its annual DSM/EE rider filing. and provide such changes to the Public Staff 
as they become·available. Witness Evans infonned the Commission that the Company conducted 
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a review of2018 units duri_ng the summer.of2019 and detennined that the capacitor allocation 
ratio should be reduced from 21.08% to 20:48%, and.the-regulator allocation ratio:was elevated 
from 78.50% to 78.56%. Witness Evans indic.ated that the 2019 units would be reviewed'during 
summer .2020, and any further changes would be communicated to the Public Staff and 
implemented on January 1, 2021. (Evarts Direct at 14-15.) The Commission-concludes that DEP 
should continue to file reports of changes to ·its allocations between non-DSDR and DSDR 
equipment in future proceedings and provide the Public Staff with infonnation on any changes.to 
the allocation factor as they become available: 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 13 

The evidence.for this finding of fo~t can be found in the testimony and exhibits cifDEP 
witness Duff and the testµllony of Public Staff witnesses Hinton and Williamson. 

The Public Staff opposed the Company's inclusion of what it called 1,117½, reserve margin 
.ad~er for- the demand reduction benefits created by energy efficiency programs. Public Staff 
witness Hinton acknowledged that prior to the 2012 mergerofDEP's parerit corporation with Duke 
Energy Corporation, DEP inaintained that.its use of the Strategist Model included a reserve margin 
adjustment. Since the merger, however, DEP's IRP process had largely followed modeling 
practices of DEC, which, until its 2020 DSM/EE rider filing in Docket No. E-7, Sub 1230, had not 
proposed a·reserve margi~·adjustment for demand-side resources. 

Witness Hinton explained,thaUn DEP's Integrated Resource Plan (IRP), DEP reduces its 
peak load by the ainourit of the demand reduction from EE programs, which DEP·considers to be 
a demand-side·resouice, as shown in.the Load, Capacity, and Reserve (LCR) T?})les-in_cluded in 
DEP's IRP. He acknowle!fged the Company's argument that since ·it increases the amount of 
supply-side resources required to meet the projected peak load by a 17% reserve margin,.a similar 
reserve margin adjustment would be appropriate for. demand-side resources, but ultimately,, 
witiless Hinton was not persuaded that a_ 17% reserve rilargiri adder to the avoided-_capacity cost'is 
appropriate. (Hinton at 8.) To illustrate the reserve margin adjustme~t's effect on the·IRP, witness 
Hinton referred to DEP's 2018.JRP Winter Projections from the LCR table for years 2019-2025. 
He.explained that in 2021, DEP prrijected generating reserve:s of2,405 MW, for an acrual reserve 
margin of 17.0 percent. IfDEP had 100 MW less EE during 2021, the load forecast would be 
increased by 100 MW 14,251..By shifting to a supply side resource, DEP- maintained that, from a 
planning standpoint, it would effectively increase its 2021 load serving capacity by ll 7 MW to 
2,522 MW. (Hinton at 9-10.) 

Witness Hinton acknowledged that "from a resource planning.perspective" DEP had a 
theoretical basis, as shown in the table in his testimony, for valuing MW reductions· from 
EE programs differently from DSM programs. He questloned, however, whether it was logical for 
customers to pay 17% more· for'the same MW reduction from an EE program as they did for a 
DSM program. In other words, witness_Hinfon pointed out that the weakness in DEP'$ argument 
is the inequity of asking customers ·to ·pay 17% more for 'the same MW reduction from ,an 
EE program versus, from a DSM progrl,IID. Again, witness Hinton- acknowledged that DEP has a 
theoretical basis from a planning standpoint, but he described· it as deficient' from a ratemaking 
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standpoint. (Hinton at 1 l.) Wi_tness Hinton disagreed that customers-benefit from DEP's inclusion 
of-the reserve margin in·the short-run and testified it was Lmclear ifthey·would realiz.e ariy value 
in.the long-run. He noted that the Company's EE reductiqns from their EE program were not any 
greater, b1,1t he .s~ted that the resource was instead awarded a higher value from a .planning 
perspective, which he contended resulted-in the Company's increasing the.avoided cost benefits. 
This, he testified, ultimately would increase the Company's PPI and· result in higher earnings. 
(Hinton at 10-11.} 

Finally, witness Hinton argued that including the 17% reserve margin was· inconsis:tent 
w_ith the Mechanism, which provides how capacity benefits should be determined. The Mechanism 
provides that the PPI would-be derived from the underlying resource plan, production cost model 
and cost inputs that generated the avoided capacity and avoided energy credits reflected in the 
Biennial Detennination of Avoided Cost Rates· from Electric Utility Purchase from QFs as of 
December 31 of the year immediately preceding the date of'the annual DSM/EE rider filing. 
Witness Hinton ·cited his previous testimony in another docket to further support his contention 
that this proceeding is not the appropriate one to evaluate such a significant c}lange to the avoided 
capacity costs; instead, a~rding to witness Hinton, changes to the dollar savings of avoided 
energy costs benefits shOuld be evaluated in-the context of the Mechanism. (Hinton at 15.) Witness 
Hinton testified that the reserve margin was not a compqnent of current Biennial-Detennination of 
A voided Cost Rates. Moreover, witness Hinton argued that the proposal effectively increases what 
Customers will pay for the avoided capacity cost benefits of the EE programs, by increasing the 
avoided capacity cost rat~ above the approved rates. The approved rate is composed of an approved 
annual combustion turbine (CT) carrying cost and, among other facto~,a Performance Adjustment 
Factor (PAF). Witness Hinton testified that the approved PAF of5% is a multiplier that increases 
the annual CT carrying.cost.which, according to DEP, should be increased by an additional 17%. 
From_ this perspective, the impact of this adjustment increases the value of the avojded demand 
reduction benefits by approximately 23% over the cost of a CT. (Hinton at 12-13.) 

DEP witness Duff testified that addition of the reserve margin factor in detennining the 
avoided cost value of EE programs for Vintage 2021 reflects their treatment in the" IRP. He 
explained that because EE is treated as a load reduction resource in the IRP, instead of a load 
serving. resource,, it should have a· 17% planning reserve margin factor.- For every KW of load 
reduction that comes from EE~ the Company does not need to plan for 1.17 KW of load serving 
capacity. Thus; witness Duff concluded that applying a 17% reserve margin factor t6 the avoided 
capacity associated· with EE programs was logical .p1d prudent from a planning standpoint. (Duff 
Rebuttal·at_22,) Witness Duff also poinie:4 out that.witness Hinton's contention th_at the Company's 
proposal effectively increases what customers will pay for the:avoided capacity cost benefits of 
the EE programs by increasing the.avoided capacity rate above the approved ,rate is inaccurate. 
Witness Duff stated-that this assertion ignored the Company's application to the reserve margin of 
the avoided capacity associated with EE saving; and does m~t impact the·avoided capacity rate 
applied to supply.side resources in the resource plan, but rather reduces the magnitude of the supply 
side resources needed in the plan. (Oliff Rebuttal at 26.) 

Witness Duff confinned that pre-dating the Company's merger with Duke Energy the, 
Corripari.y had: included a reserve margin adjustment to modeL EE cost-effectiv:eness. (Duff 
Rebuttal at 21.) He added that the inclusion continued after the 2012 merger. He reported that for 

749 

··, ;'.• 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

all vintage years through 2014, DEP used the Strategist model to evaluate EE cost-effectiveness. 
Strategist included a variable.for annual peak kW savings and a variable cal_led deferred generation, 
which multiplied a reserve margin factor (ofl + planned reserve margin) times the annual peak 
kW savings. Beginning with vintage-year 2015, DEP began to use the DSMore tool for cost
effectiveness evaluations, but all the avoided cost inputs USed for that vintage.year continued to 
use the Strategist-based ,avoided costs, which included the adjustment for deferred generation 
described ·above. (Duff Rebuttal at-23'.) 

Although .he acknowledged that DEP had not included the reserve margin since vintage 
year 2016, Witness Duff explained that the avoided capacity rates in that year's proceeding 
included a 1.20 PAF, which was also referred to as ·a 20% reserve,margin adjustment. Thus, he 
·concluded, it was no longer necessary for DEP to include its own reserve margin factor, so long 
as the 1.20 PAF was applied. Avoided capacity rates no longer contained the 1.20 P AF after the 
2016 avoided cost proceeding, however, because the l.20 PAF was lowered to 1.05. Instead of 
representing a 20% reserve margin, witness Duff explained, the PAF now accoup,ts for a 5% forced 
olitage rate. Thus, witness Duff concluded that because'of that change in the PAF, and because 
DEP's IRP process treats EE peak load as a red.uction to the.load forecast, it is necessary to include 
the 17% reserve margin adjustment. 

Witness Duff testified that even if the Commission determined that the PAF already 
included in the avoided capacity rates in this proceeding appropriately reflect a reserve margin, 
and not simply an effective forced outage rate, the Company should not be required to remove the 
17% reserve margin adder., On the· contrary, according to witness Duff, if the Co_mmission 
determined that PAF represented a reserve margin, it would only account for a portion of the 
appropriate adjustment for the reserve margin associated with avoided capacity coming from 
EE programs. (Duff Rebuttal at 29.) In that case, witness Duff explained, an appropriate 
adjustment would be to only apply an.11.429% reserve margin,adder to the avoided-capacity to 
make the reduction reflect the 17% reserve margin after factoring in the 5% P AF already included 
in the Company's approved avoided capacity rate in Docket No. E-100, Sllb 158. (Duff Rebuttal 
at 29.) 

Witness Duff also ,disputed witness Hinton's asse_rtion that customers wiU not see any 
benefit from this adjustment. Witness Duff noted that, although the 2018 IRP shows DEP's actual 
reserve margin as ~ual ,to more than 17% in the near term, that does· not mean that there is no 
capacity value to building new EE resources several years before the in-service ·date of a new 
generating unit. Most EE measures'in DEP's vintage 2021 have a longer life than six years, which 
is about the time that DEP's'2018 IRP includes a need for a new combustioffturbine. 

•With respect to the Company's application of the reserve margin adder to the calculation 
of a_voided capacity costs associate~ with EE programs; the Commission concludes that there is 
indeed a theoretical basis for such an adjustment, as noted by witness-Hinton. (Hinton at 11.) The 
Commission notes that EE is lreated as a-load resource in the,Company's IRP and agrees that with 
every kW of load reduction that comes from EE, the amount of load serving capacity for which 
the Company must plafl' is reduced by more than one kW. However, exactly what the reserve 
margin adjustment should be is not supported by substantial evidence in this docket. The 
Commission concludes that, for purposes of calculating ,the avoided capacity cost benefits for 
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DSM/EE programs, deviation from the approved methodology forcalc_µlating·the avoided capacity 
costs·that form the basis for rates paid to QFs is appropriate and that this matter should.be-studied 
by the Collaborative. Therefore, the Commission directs the parties to endeavor to identify an 
appropriate reserve margin adjustment" to~ used for EE programs.in _future proceedings. 

In support of its conclusion, the Commission notes that application of'a reserve margin 
factor is hardly novel. Although it appears that there was a gap.of approximately four years in its 
inclusion, DEP has included a reserve margin adjustment since prior to 2012·,in its detehnination 
of avoided cost value associated withlhe Company's EE programs. A5 evidenced by Duff Rebuttal 
Exhibit No. I, DEP used a 14.5% minimum-planned reserve margin adjustment as reflected in•its 
then IRP'for vintage year.2015 DSMORE evaluations, and-a 1.2 PAF for vintage ye3(2016. At 
the time DEP stopped incl_uding the reserve margin.adjustment for vintage 2016, DEP's avoid_ed 
cost rates included a 1.20 PAF, which had been referred to as a 20% reserve margin adjustment in 
the past; thus, inclusion-,ofthe-reserve margin was no longi;r necessary. In l)ocket No. E-100, 
Sub 148, the2016 Biennial Avoided Cost proceeding, by order issued October 11, 2017, the PAF 
was revised from-1.20 to.1.05 and intended to account for only a 5% forced outage rate, instead of 
a 20% reserve margi.11. Although the Commission agrees that.there is a theoretical basis for adding 
a reserve margin adjustment, it understands and agrees with the Public Staff's concerns about the 
Mechanism setting expectations on how the Company -recovers its program costs, net lost 
revenues, ·and PPL The Mechanism refers to the-most recent avoided cost·case-as a.guide to how 
the Company calculates if cost-effectiven~ for programs. The Commission, however, must 
establish avo_ided cost rates based on the economic.and regulatory circwnstances present every 
two years. Therefore, avoided cost methodologies may change from time.to time. The PAF is a 
good example ·of evolving avoi~ed cost policies .and methodologies in North Carolina The 
Mechanism cannot foresee and account for all thek potential future changes in avoided cost 
methodologies, and it does not make sense to wait for the Mechanism to expressly provide for 
such changes .before the Commission can consider them in the context of a DSM/EE recovery 
proceeding. Therefore, to better enable the Commission.and interested;parties to address-whether 
a prop()sed change is supported by the-Mechanism-and to account.for interim changes in avoided 
methodologies driven by changing economic and 'regulatory circumstances, the Commission 
directs the Company in future DSM/EE rider proceedings to specifically address in •its direct 
teStimony whether it has altered its methodology for.calculating avoided energy and capacity costs 
from the .previous proceeding and, if so, identify how the most recent avoided cost proceeding 
justifies that change. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF'FACT NO.14 

The evidence for this finding of fact can be found in the testimony and exhibits.of DEP 
witness Duff and-Public-Staff witness Hinton. 

In his direct testimony, Public Staff witness Hinton opposed DEP's application of 100% 
summer seasonal allocation weighting to the avoided capacity benefits from the approximately 
400 MW Of DSM programs. Witness Hinton explained that DEP distinguished.between "legacy" 
and "incremental" DSM programs,in the evaluation.of its DSM, portfolio and cost-effectiveness. 
Legacy· DSM is the level of DSM activation capability· that was originally projected for the year 
'.U)21 in·the 2018 IRP. Incremental means all activation capability that is above the MW projected 
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in the year 20 I 8 for year 2021. (Hinton at I 6.) The Company values incremental measures and 
participation using the seasonal allocation weightings,of 100% winter 1µ1d·O% swnmer. (Id. at 4.) 

With respect to seasonal allocation weightings, Witness· Hinton agreed that the Company 
is winter planning, and he agreed to the Company's treatment of inc_rementa.J DSM programs, but 
he opposed the Company's treatment of its.legacy DSM programs. Because the Company is,now 
winter planning..hc concluded that the value of summer DSM is-diminished for resource planning 
purposes in terms of a capacity resource at the expected time of peak an_d the dollar per kW 
associated with the demand reductions. Witness Hinton stated "that this shift to winter planning, 
and the resulting recent change in the seasonal allocation factors, shorild "rake precedence over the 
MW reductions" projected -in the 2018 IRP. There(ore, witness Hinton recommended that the 
Company trea~ its legacy DSM as it hadlI'eated its incremental DSM. (Hintoil'0.t 18-19.) 

Witness·Hinton·also supported his recommendation by testifying that,his proposal would 
provide "added motivation" to the Company to find ways to reduce winter peak and predicted that 
"the allocation ofseasonal capacity value to all of the DSM programs would appropriately direct 
the Company tO emphasiz.e programs that focus on reducing ,load during the winter season." 
(Hinton a_t 19.) He acknowledged, however, that DEP had already begun such an investigation 
·aimed at reducing winter peak loads and had, prior to· his- testimony, filed modifications, tb its 
Residential Load Control Rid~r in Docket No. E-2, Sub 927, that would provide a-winter-focused 
load control program. (Id.) 

Witness Hil],ton also supported his recommendation that.the Company not use the 100% 
seasonal all6cation •for its DSM programs by illustrating that the Company's highest cost for 
generation typically occurs in•the winter, th~fore a!=tivating DSM programs during that p~riod 
was in· the Company's best interest He further indicated that activations of DEP'S Energy Wise 
and other DSM.programs (2015-2019) most often occurred in the winter. Witness Hinton did not 
intend·to imply that DSM programs are not valuable~.but instead .to-point out that their capacity 
value has·changed relevant to,the shifting of the seasonal weightihg·capacity needs from summer 
to winter. (Hinton at 28.) Thus, witness Hinton con duded that the Commission should deny DEP's 
proposal· to give.its legacy DSM/EE programs a 100% swnmer·weighting under the current IRP 
winter planning scenario and require DEP .to recalculate its cost-effectiveness and its PPI using 
100% winter and 0% summer allocation· of avoided capacity benefits. In making this 
recommendation, witness Hinton at:knOWledged that using the 0% Summer allocation·Of.avoided 

.capacity benefits-reduces the cost-effectiveness of the programs and overall cost-effectiveness,of 
the portfolio. (Hinton at 29.) 

Company witness Duff supportediDEP's calculation of its avoidcd·capacity costs using the 
seasonal a!loCation approved in'the·inost recent avoided cost proceeding by first summarizing the 
agreement that DEP had reached with the Public Staff in Docket No: E-2, Sub 1145 (Sub 1145 
Agreement). He,testified that the Sub 1145 Agreement did not change the methodology by which 
the Company was to calculate avoi_ded capacity costs and he confirmed th.at, consisten_t with the 
Sub I 145 Agreement, DEP had derived the avoided energy and avoided capacity using the 
underlying resource plan;. production cost model, and cost inputs apprcived·in the.Company's most 
recent avoided cost proceeding, Docket No. E-100, Sub 158. (Duff Rebuttal at 8.) 
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Witness Duff disputed-that the Sub I 1'45 Agreement.changed how the Company calculated 
its avoided capacity costs to evaluate existing programs, already approved.by the°Commission, 
already -part -of the Company1s existing .portfolio. of programs, 3Ild already factored into the 
Company's IRP. Witness o·urr explained that to·recog~ze the growing need for winter capacity 
and to encourage EE and DSM programs that will provide winter capacity savings, the Company 
made a change to its application of avoided capacity costs in this proceeding as compared to 
previous.proceedings. Beginning with Vintage 2021, the Company voluntarily applied the.• i60% 
winter :0% summer seasonal allocation Weightings approved in the most ~nt avoided cost 
proceeding to avoided-capacity savings for all new incremental.participation-in EE'programs an_d 
new incremental participation in DSM programs where, the projected DSM .summer peak 
capability exceeds the.levels forecasted in the 2018 !RP. (Id. at 10-M .) 

In addition to encouraging winter DSM, witness Duff believed that this approach·aligned 
better with how newQFs.receive capacity vali.Je·from_.thc last avoided cost proceeding. He pointed 
out that this approach is consisterit with how new QF capacity is treated in the:Commission's 
Notice of Decision and April 15, 2020 Order. Establishing Standaref Rates and Contract Terms for 
Qualifying Facilities in Docket No. E-100, Sub 158 (Sub 158 Order). In the Sub 158 Order, the 
Commission acknowledged that the,currently high si:ilar penetrations in Duke~s service territory, 
Which-are expected to conti_nue into the future, will impact summer versus winter loads net of solar 
contribution-difforently than in,the past. (Duff Rebuttal-at 11.) 

Witness Duff acknowledged that neither the Commission's ·Sub 158 Order nor the 
Sub 1145 Agreerilent expressly" required adoption of the seasonal allocation for this cost-recovery 
proceeding, but he believed that the Company's application of the-seasonal allocation factor to 
new and incrementaI'-DSM.,programs is appropriate here. He teStitied that the.Company's treatment 
of legacy DSM programs is consistent with the treatment of existing QFs with respect to 
application" of the Commission's detenninatiOns in 'its- recent avoided cost proceeding. The 
C9mmission' has previously conclude<Lthat the net benefits and financial incentives for DEP's 
DSM/EE programs are linked, although-not identical, to the avoided cost rates DEP pays QFs-for 
avoided-energy and capacity. Witness· Duff recalled that the-Commission-itself noted in 'its Sub 
158 Order.that' seasonal,allocation factors may chaI].ge based on the 'then prevailing circumstances 
reviewed in the biennial cost proceedings. Therefore; witness Duff concluded that.just-as the 
Commission approved applying the seas<;mal allocation factors of 100% winter and 0% summer to 
futu~ QF capacity in its Sub 158.0rder, the Company applied the approved-seasonal allocation 
factors to new and incremental DSM programs in this-proceeding. As a corollary, just as the 
Commission, did not retroactively apply ,its St.ib 158,seasonal aJfocation. faetors·to-QFs that· had 
previously established power purchase agreements· at avoided,cost'rates that were approved based 
on-past prevailing circumstances, the Company did not retroactively apply the seasonaJ allocations 
approved in Sub 158 to its legacy DSM programs. (Id. at 14.) 

Moreover, witness Duff testified that the Commission's review of the, Company's.2018 
DSM/EE application Supports·the Company~s ·treatment of its legacy DSM/EE·in this proceeding. 
In.that proceeding, Docke~ No. E-2, Sub 1174; the Public Staff recommended that the Commission 
assign zeros to capacity for legacy DSM programs until ·the-first year of need as shown in the 
Company's IRP,_based.on the Commission's order in the then preceding a_vOided c9st case, Docket 
No. E-100, Sub 148, and House Bill S89's recent.amendments to N.C.G;S. § 62-156(b)(3). The 
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·Company opposed this recommendation, arguing that the MW·reductions·ofthose programs were 
a1ready included in the IRP and that-its DSM programs had been established over several years, 
and·were a useful resource. Witness Duff indicated that he is not ·arguing that existing DSM 
capacity'must-be vaJued the same as existing QF capacity. -Instead he argued that., just as it.would 
be improper and contrary to the Comrriission's policies under the Public Utility Regulatory Policies 
Act ·(PURPA) to change the avoided capacity vaJUe for an existing QF; it would be likewise 
improper to change the avoided capacity vaJue for an existing DSM resource (Id. at 14-15.) 

Witness Duff also·stated that DEP's legacy-DSM programs were viewed from an IRP 
standpoint_ as a "dispatchable resource th.it is available for the entire fifteen-year planning period." 
{Jd .. at 16.) Specifically, he cited EnergyW"lSe, wtiich is available to dispatch into the evening hours 
when net loa4 is still high· due to diminished solar output, a circumstance· known as the "duck 
cwve." Conversely, he indicated that., if solar is lost due to midaftemoon cloud cover, demand 
response can be: used to· make up for diminished· irradiance. As an IRP resource, both existing 
demand response and existing solar resources: are oriented toward summer peak den:iand reduction,· 
helping to meet customer peak demand· in the summer. The capacity value from these resources is 
at least in part the reason incremental resource decisions are now geared toward, winter peak 
demand·needs. 

Witness Duff also not~ that wi_tncss Hinton had disagreed in the recent DEC DSM/EE 
proceeding DSM/EE rider proceeding (Sub 1230) that DSM resoun:es in legacy DSM programs 
are short-lived and, henc~. each yeal"'s participation is ·new and incremental. Witness Hinton, 
however, bad not continued with.that argumen_t in'this proceeding. As wi!Jless Duff had explained 
in Sub 1230, although DEC and DEP use similar hardware on the:; residential side. and similar 
contractual agreements on the 11;on-residential side with respect to. their legacy DSM programs, 
differences in cost-recovery mechanisms between the Companies result in DEC~s using ·a one-year 
measure life and_ DEP's using a'25-y~ar measure life. Witness. Duff explained that regardless of 
the measure.life for cost recovery purposes, legacy-DSM resources have been built over;time and 
the terms·of implicit contiact with customers more clos_ely resemble the life-of the-load conlrol 
switch, than they do a one-year measure life. The Company's legacy DSM' programs 
retain customers year after year, with only an approximate I% annual net attrition rate. (Duff 
Rebuttal at 17.) 

Witness Duff next disputed witness Hinton's contention that the eapacity value of the 
legacy summer DSM resources has changed because ofchanges in·the Company's system lambda. 
As witness Duff explained, changes in the Company's system lambdas could just as easily be 
explained by the milder2017-19 summers when compared to the swnrnerof2016, where summer 
DSM programs. were activated a significant-number of times. Witness Duff stated that his cursory 
examination of historical tempera~ indicated that the.summer of2016 was muCh hotter than 
nonnal._ Moreover, the full value of a·summer DSM resource occurs during.extreme weather days 
where the ability,to dispatch a·surrimei' DSM program provides peak load reduction Jess expensive 
to c~tomers th:µi starting up and running more expe95ive peaking generation. (Duff Rebuttal 
at 19.) 
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Witness DutfaJso stated,that the-Public Staff's recommended approach was not necessary 
to better encourage the-Company to promote-winter-focused DSM and EE programs. He.did not 
understand how .an approach that devaJued the Company's existing,_ approved summer resource, 
which is relied upon in-system planning, in any way encourages more winter capacity savings. The 
recognition of full capacity vaJue for an· existing Summer legacy resource does-not influence the 
cmph~is the Company places on promoting new participation and savings in a winter resource. 
In support, Witness Duff cited the Company's recentJy filed request for approval of a 
winter.:.focused modification to· its Residential Load-Control in Docket No. E-2, ~ub 927" (Duff 
Rebuttal at,19°20.) 

Finally, witness Duff contested Public Staffwitn_ess Hinton~s contention,that applying the 
seasonal allocation factor to legacy DSM -programs should not matter·because.the programs still 
project to b~ cost-effective afterward. He cautioned that with witness 1-Iinton's recommendation, 
the avoided costs associated with the legacy resource must come from avoided transmission.and 
distribution (T&D)'value. T&D rates are required by the Comrriission.t~ be studied and·updated 
prior to 20_22. Give_n this uncertainty, witness Duff believed that the _Commission sh_ould'• decline 
to adopt witness Hinton's recommendation because-it might result in the programs no longer being 
cost-effective if th~re is a-decline in T&D values. -

The Company and the Public Staff agree that the seasonal'allocationweightings approved 
·by the Com_mission in the most recent avoided cost proceeding in Docket No. E-100, Sub 158 
should be ·applied to, new and incremental DSM programs; therefore, the isSue before the 
Commission is whether if should approve the Publi9· Staff's recommendation to exten_d the 
newly-approved seasonal allocation·weightings to pre-existing legacy DSM cnpacity .. The record 
before the Commission, however, does notsi.JppOrt approval of the Public Staff's recOmmendation. 

The Commission agrees that the co-mpany's distinction between legacy.DSM (the-capacity 
resource that has been built from historic and planned DSM programs or ,the amount of DSM 
capacity in the Company's 2018.IRP forecast as a load serving resource) and incremeiltal or new. 
DSM capacity,(the capacity resources that are b_uilt from new participation in DSM programs that 
were not factored into the Company's lRP as·a load serving resource) is appropriate for purposes 
of this proceeding. The CorririliSsion further CoricludeS that DEP's ·legacy DSM prograrris ·should 
not be treated as new or incremental. DEP's legacy DSM programs are viewed as a dispatchable 
resource that is available for the.entire 15-year IRP planiling'horizon.and'the DSM programs in 
the'DSM/EE !RP block are "expect~d to continue for the foreseeable future." (Duff Rebuttal at 18.) 
As an IRP resource, both existing demand response and existing solar QF resources are-oriented 
toward summer peak deniand rediJction, helping-to ineet·customer peak demand in the summer. 
The capac_ity value from these resources is at least in part why incremental resource decisions are 
now geared toward Winter peak. demand needs. ThiS .dt,es not mean that the existing slimmer
oriented resources have.less value, but recognizes that.incremental additions to those resources, 
whether they are-so)ar·or.OSM, would have diminished incremental value. 

As noted by-DEP witness Duff, the Commission previously reviewed an almost identical 
issu·e ill the. DEC DSM/EE rider proceeding. lll:,that proceeding, DEC argued in its brief and 
proposed c;,rder that the 'PU:blie Staff's recommendation to extend the· seasonal allocation 
weightings beyond new :and incremental DSM capacity to its existing, approved legacy DSM 
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simply ignored the value of that existing, approved legacy DSM. DEC noted that the P:ublic Staff's 
·recommendation relied in part upon the fact that DEC's DSM measures had only a one-year 
measure life, meaning that a11 DSM capacity was "incremental" and that the Mechanism did not 
provide for application of seasonal a1 location weightings in DSM/EE cost recovery proceedings. 
The Public Staff has not continued with those arguments-in this.proceeding, but it still argues that 
applying the seasonal allocations to all existing DSM would motivate the Company to promote 
winter capacity focused DSM and EE programs. 

The Commission recognizes that the Company voluntarily undertook applying the seasonal 
allocations for new incremental programs and participation in this proceeding to encourage the 
development and specific promotion of EE' and DSM programs that provide· winter capacity 
savings. There is no evidence to support, however, the· Public Staff's claim that additionally 
applying a 0% seaso-nal allocatioJl factor to-an existing Summer legacy resource somehow better 
encourages the Company's development or promotion of new participation in winter focused 
programs. In fact, the Company's recent filing-for approval ofits,will.ter-focused modification to 
its Residential 'Service Load Conlrol in Docket No. E-2, Sub 927, belies the·Public'Staff's claim. 
ln·sum, the Commission does not see any nexus-between applying 0%.seasonal a1Iocation factor 
to an existing, approved summer DSM resource and motivating the. Company to pursue more 
winter-focused DSM programs. Nor does the.Commission· believe it must adoptthe Public:Staffs 
position that the seasonal allocational weightings must be applied to· both new and i_ncremental 
DSM and EE participation and resources and legacy summer resources to better encourage the 
Company to promote winter-focused DSM and EE, when the Company is "ill.ready doing so. 

The Commission is-also not persuaded that DEP's legacy summer DSM programs·should 
have the 0% seasonal allocation weighting because DEP has had fewer activations of them in the 
past-four years. As witness Duff testified, that decrease-in activations could be explained by the 
milder 2017-19 summers when compared to the summer of 2016, where summer DSM programs 
were activated a significant number of times. Witness Duffs cursory .examination of historicaJ 
temperatures indicated'.thatthe summer of2016 was much hotter than.normal. No party contested 
witness Duff's testimony in this regard. Moreover, the full value of a summer DSM resource 
occurs during extreme -weather days where the ability to dispatch a summer DSM program 
provides peak load reduction that is less expensive to customers than starting up and running a 
more expensive peaking generation. In short, the value of the summer capacity is having it 
available, and it should not be valued with a 0% seasona1 allocation weighting. 

The Commission is additiona1ly concerned.that the-Public Staff's approach to legacy DSM 
programs makes them less cost-effective. Although the Public Staff's approach does not resulHn 
the Company's legacy DSM programs·not'being cost-effective for Vintage 2021,,the approach 
does have potential adverse long-tenn impacts ·on this important legacy summer resource. With 
0% of the avoided capacity value being recognized under the Public Staff's approach, most of the 
avoided costs associated with this legacy resource come from avoided T&D value. If T&D costs 
decrease,,it would further imperil the cost-effectiveness of these programs. Given that wicertainty, 
.the Public Staffs approach jeopardizes the cost-effectiveness of these programs, and thereby 
potentially jeopardizes their continuation. 
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Finally. the Commission concludes that legacy DSM programs are a desirable resource that 
is not only encouraged but mandated by the State. Senate Bill 3 was passed in August 2007 "to 
promote the development of renewable energy "and energy efficiency through the implementation 
ofa Renewable Energy and Energy Efficiency Portfolio Standard.(REPS)." N;C.G.S. § 62-2(10). 
The stat¢.goals of the legislation are to diversify the.resources used to reliably meet the energy 
needs of consumers in the State, provide greater energy security thro_ugh ·the use of indigenous 
energy resources available within the State, encourage priva·te investment'in renewri.ble energy and 
EE, and provide improved air quality an·d Other benefits to energy consumers and citizens of the 
State._,!4,-To this end,.Sen3te Bill 3 provides that-electric utilities "shall' implement demand-side 
·management ~d energy efficiency measures and use supply,.side resources ,to establish the least 
cost mix. Of demand reduction ahd generation measures that_ meet the electricity needs of its 
customers." See N.C.G.S. § _62-133.9. This legislation provides that the utilities shall be 
compensated for their DSlvl/EE efforts and allows incehtives to be awarded, including 
rewards based upon shared savings and avoided costs· achieved by DSM/EE measures. See 
N.C.G,S. § 62-13~.9. Therefore,. it is inconsistent with North Carolina policy to reduce the 
Company's incentive based on the Public Staff's method. The Commission .approves the 
Company's seasonal allocation methodology. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS•OF FACT NOS. 15-22 

'Toe evidence for these findings.of fact can be found in·the direct testi_mony,and_ exhibits of DEP 
witness Listebarger and.the direct testimony and exhibits of Public Staff witness Maness. 

DEP witness Listebarger calculated proposed North Carolina retail NLR iffthe amount of 
$38,1 I-1,736 and a PP! in the arnountof$26,905)77for the EMF component of the total DSM/EE 
rider, as.reflected in Listebarger Exhibit 2, page 6,.and North.Carolina retail NLR of$34,768,785 
and a PPI of.$21,191,901 for the forward-looking,-or prospective component of the total rider,.as 
reflected on Listebarger Exhibit 2, page 3. Witness Listebarger testified that, for pwposes of the 
EMF compo_nent,of its DSM/EE rider, DEP's reasonable-and prudent North 1Carolina retail test 
period costs and incentives; consisting of its amortized O&M costs, capital costs, taxes, amortized 
incremental.A&G: costs,.carrying charges, NLR, aJ!d PPI, are $176,818,282. Witness LiStebarger's 
testimony and exhibits also indicated that the amountof test period DSM/EE rider·reVenues and 
miscellaneous adjustments to take into consideration in determining the test period DSWEE 
under- or over-recovery is ·$J72,654,182: Therefore, the· test period revenu~ requirement; as 
reduced by the.test period revenues collected and.miscellaneous adjustments, is $4,l(?-4,100, which 
is the ·test period under-collection that is appropriate to use ~ the DSM/EE EMF revenue 
requirement'in this proceeding. (Listebarger at 7.) 

Witness Listebarger also calculated DEP's estimate of its· North Carolina retail 
DSM/EE program rate period • amounts, .consisting of its amortized O&M costs, depreciation; 
eapital cos~, taxes, amortized incremental A&G costs, .carrying charges, NLR,. and PPI, as 
$169,661,531'. (Listebarger at 8.) The $169,661,531· revenue requirement includes, 
(I) $22,456,410 for an_ticipated rate period programe_xpenses; (2) ~ortizations and carrying costs 
associated with deferred prior period .costs totaling $74,404,105,·, (3) recovery of DSDR 
depreciation and capital costs totaling $16,840,330, (4) iiet lot.revc;nues fot-the rate.periQd totaJ_ing 
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$34,768,785 for vintage years 2018 through 2021, and (5) PP! totaling $21,191,901 associated 
with vintage years 2012 through 2021. (Listebarger at.8-9.) -

According to thi; exhibits o_f DEP witness Listebarger, after assignment or allocation to 
customer classes in ilccordance with .N.C.G.S. § 62-133.9, Commission Rule RS-69, and the 
Commission Orders in Docket No; E-2, .Sub 931, the revenue. requirements for each class, 
excluding NCRF,.are as follows: 

DSM/EE PROSPECTIVE COMPONENT: 
Residential $101,854,909 
,General Service EE 60,865,888 
General Service DSM 6,600,295 
Lighting 340,439 

Total <t 

DSM/EE ,EMF: 
Residential $1,988,123 
General Service EE 3,131;509 

General Service DSM 1931.4581 
Lighting (24 075) 

Total li 1.::,1 no 
.. 

(L,stebarger Exh1b1t 2, p. l of7;.p.2 of7, p. 4 of7 and p.S of 7) 

Witnes~ Listebarger's exhibits JJ.ls9 set forth the North Carolina-retail-.class level.kWh sales 
that DEP believes are appropriate and ~onable for use in detenhining-the DSM/EE and DSM/EE 
EMF'billing factors in this proceeding. She adjusted the kWh sales to exclude estimated sales to 
customers who have opted out of participation in bEP's DSM/EE programs. (Listebarger. at 
15-16.) Based on her exhibits, the appropriate·and reasonable North Carolina retail class level 
kilowatt-fiour (kWh) sales for use in detennining the DSM/EE and DSM/EE:EMF'billing factors 
in this proceeding are: 

Rate Class 
Residential 
General Service EE 
General Service DSM 
Lighting 

(Listebarger Exhibit 2, p.1-2 of 7:) 

kWh Sales 
15,893,328,062 
9,132,663,985' 
9,064,020,676 

356;925,937 

Witness Listebarger testified· that the proposed DSM/EE rates i;ecover costs •fomarded to 
be incurred from January I, 2021 through December 31, 2021. The DSM/EE EMF is a true-up 
mechanism recognizing costs and reco·veries for the test' period of January 1, 20 I 9 through 
December] I, 2019. She further testified that DEP proposed the following total DSM/EE billing 
factors,.excluding NCRF: 0.654 cents per-kWh for the·Residential class; 0:700 cents per kWh for 
the,EE componerit.of¢e Genera] Service-classes; 0.063.cerits per·kWh for'the.DSM component 
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of the Genera] Service classes, and 0.088 cents per kWh for the Lighting class. ·Witness Listebarger 
neXt testified that,. including_,the NCRF, the appropriate DSM/EE billing factors are 0. -655' cents 
per kWh for the Residential class and 0.701 cents per.k\Vl:I for the EE component of the General 
Service classes. The DSM/EE biHing, factors for the DSM component of the General Service, 
_class~s and the 'Lighting classes do not change when the NCRF is included. (Listebarger at 19.) 

Witness· Listebarger also testified that DEP had incorporated a placehOlder for the retµm 
of excess deferred income taxes (EDIT) into Rider 11 to mitigate potential' overcollection with 
respect to the Company's.DSM/EE Rider by including a rei:luction of$5 million.toYear'2020 lost 
revenues collected from Vintage 2017, Vintage 2018, Vintage 2019, ~d Vintage-2020; She noted 
that this would be trued up to'the actual.EDIT impact on the lost revenue-in the nex.t DSM/EE rider 
-filing after·an Order is issued in DEP's pending base rate case, Docket No. E-2, Sub 1219. 
(Listebarger at 14.) 

P:ublic Staff witness Maness indicated that the focus of the Public Staffs,inve_stigation Of 
DEP's filing in this proceeding was whether the proposed ·DSM/EE rider was calculated in 
accordance with the Mechanism and otherwise adhered to· sound ratemaking concepts and 
principles. (Maness al 11.)"The Public·Staff's inveStigation·included a review of,the Company.'s 
current filing and relevant.prior Commission proceedings and-orders, and·workpapcrs and:source 
documentation used by the Company to develri'p·the proposed billing rateS_(including the _selection 
and review _of a sample of source documentation.for test period-costs included·by the Company for 
recovery). (Id. at I 1-12.) 

Excepting the adjustments recommended by-Public Staff witnesses Hinton and,WilliamSon 
regarding-removal of the reserve margin adder~d including an _adjustment for seasonaj aJloca!ion, 
witness Maness testified that-he believed that the Company has calculated its proposed prospective 
DSM/EE and DSM/EE E_MF billing factors in a mariner consistent with N.C.G.S. § 62-133.9, 
Co~mission-Rule R8-69, and _the Mechanism. (Id. at 12.) 

Other Adjustments to-Rate Calculations 

Witness ·Maness testified that- Public Staff witnesses Williamson and Hinton have each 
filed testimony and exhibits in this proceeding that recommend certain changes to the calculatiOns 
of avoided co St savings for estimated vintage 2021 DSM/EE-participation. The first recommended 
change involves the elimination- of a reserve margin ·that the Company has added to avoid_ed 
capacity benefits for vintage 2021 EE'measures and the second involved·the seasonal allocation 
weightings. (Maness at 13~) He al$o _nOted that witness Wi}Ji~on had filed testimony addressing, 
other factors in this p_roceeding, but-they did not necessitate~ adjustment-to th~ Company's billing, 
factor calculations. (Maness at 15.) 

Witness Maness concluded that other than these,issues, the Public:Stafffound no-errors or 
other·issues _necessitating an adjtlstment to DEP's proposed billing factors. As discussed abc;>Ve, 
Public Staff witness Williamson filed testimony in this proceeding discussing several 
EM&V-related topi_cs and issues·related to the Company's filing. Aside from the items discussed 
above, none of'these topics and issues -necessitates an adjustment to the Company~s billing 
factor Calculations. 
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Based on ,the foregoing, with the exception Of the· Company's proposed 17%, reserve 
margin adder as discussed above, the adjustments ?fe approved_ by the Commission. The 
Commission COncludeS that DEP has complied with N.C.G.S. § 62--133.9, Commission 
Rule R8~(i9, and the Commission's.ord_ers in Docke_t_ Nos. E-2, Sub 931-and Sub 1145, reg~dµJg 
calculating costs and utility incentives for the test and,rate periods at issue in.this proceeding. 

Therefore, the Commission _concludes that for purposes of the DSM/EE EMF billing rates 
to be set'in this proceeding,.DEP's reasonable and prudent North Carolina retail test period·ccists 
an4 incentives, consisting of.its amortized DSM/EffO&M-costs, capital costs, taxes, amortj_zed 
incrementaJ.A&G costs, carrying charges,NLR, and PP!, are $!76,8! 8,282 (cxcluding,the NCRF). 
The reasonable and appropriate amount oftest period DSM/EE rider revenues and:adjustments-to 
take into ,consideration in• detennining the t~st year and prospective period· DSM/EE und.er- ,or 
over-recovery is $1721654,182(excluding the NfRF). Therefore, the aggregate DSM/EE-under
recovery for purposes of this proceeding.is $4,161,100. (Listebarger af7.). 

For purposes Of the DSM/EE "rider to ~:set in this proceeding, and··su~Ject to review in 
DEP's•future DSM/EE rider proceedings, the:Commission cgncludes·,that DEP's reasonable and 
appropriate estimate of its North Carolina retail DSM/EE program rate period amm.ints;consisting 
of its amortized O&M costs, capital costs,. taxes, amortized incremental A&G costs, carrying 
charges, NLR, and PP! is $169,481,478 (excluding the NCRF) which is the appropriate amount to 
use t6 develop the DSM/EE revenue requirement. 

For the revenue requirements per class, the Commission concludes that after assignment or 
aJlocation to·customer cla5ses in accordance with N.C.G,S. § 62-133.9, Commission RuleR8-69, 
and the orders in Docket No. E-2, Sub 931, the revenue requirements· for each· class, excluding 
NCRF, are as•follows: 

DSM/EE PROSPECTIVE COMPONENT, 
Residential $101,755,267 
General Service EE. 60,785,477 
General'Service DSM 6,600,295 

'Lightirig 340,439 
Total $jfU_4Xl A7V 

DSM/EE EMF, 
Residential $1,988,123 
General· Servi Ce EE 3,131,509 
General Service DSM (931,458) 
Lighting (24 075) 

Total ,. I ino 

Furthennore, the Commission finds that the appropriate and reasonable North Carolina 
retail class level kWh sales for use in deterinining the· DSM/EE_· and DSM/EE EMF billing 
factors in this.proceeding are as follows: ResidentiaJ class·- 15,893;328,062; General Service class 
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EE-9,132,663,985; General Service class DSM - 9,064,020,676, -and Lighting class -
356,925,937. (Listebarger Exhibit 2, pages 1 and 2 of7.) 

Based on the testimony and exhibits of witnesses Listebarger and Evans, the testimony and 
exhibits·of witness Maness, and the entire record in this proceeding, the Commission finds and 
concludes that the DSM/EE EMF billing factors as proposed by DEP and the Public ·Staff are 
appropriate and the forward-looking DSM/EE rates to be charged during the.rate period for the 
Residential, General Service, and Lighting rate schedules are as follows: 

DSM/EE PROSPECTIVE COMPONENT ((!/kWh): 
Excluding NCRF lncluding NCRF 

Residential 0.640 0.641 
General Service EE 0.666 0.667 
General Service DSM 0.073 0.073 
Ljo11tine 0.095 0.095' 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 23-24 

The evidence for these findings of fact can be found in the testimony ofNC Justice 
Center, et al. witness Bradley-Wright, Public Slaff witness Williamson, and DEP witness Evans. 

Company witness Evans- reported that during viritage 2019, DEP's DSM/EE programs 
delivered over 409 million kWh o'f energy savin$s and close to 351 MW of capacity savings, which 
produced a net present value of avoided' cost s.ivings of close to $215 milliOn._ (Evans-Direct at 
21.) Three residential programs-Residential Energy Efficient Appliances and Devices Program; 
Residential Multi-Family Energy Efficiency Progr:am; and lhe Residential New Construction 
Program-did not achieve energy savings in excess oflhose forecasted·for 2019. He noted:that the 
primary drivers for the underperfom1ance of these programs are changes in the estimated impacts 
and the mix of program measures. Additionally, three non-residential programs--Non-Rcsid!!ntial 
Smart $aver Perfom1ance Incentive; the Small Business Energy Saver; and EnergyWise for 
Business program-also failed to meet energy savings expectations-. (Id. at 22-23.) 

Witness Evans also described the Collaborative's activities since the previous DSM/EE 
cost recovery proceeding. He noted lhat in the DSM/EE cost recovery rider proceedings in 2019; 
the Commission ordered that DEP and the Collaborative participants should give attention to the 
five directives stated by the Commission. Witness Evans quoted these five directives from lhe 
Commission's order as follow-s: 

• DEP and the Collaborative participants should continue working to ensure that 
all interested persons have a reasonable.ancl timely opportunity to contribute 
ideas for consideration, especially with respect to proposals for new programs 
or modifications to existing programs; 
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• The Collaborative should ·continue to place emphasis on developing EE 
programs to assist low-income customers in saving energy, and in developing 
EE programs that torget savings in new construction, and especially in 
multi-family housing and manufactured housing. 

• The forecasted decline in DEP's DSM/EE savings in 2020 is a matter of 
concern; Consequently, the Collaborative should examine the reasons for the 
forecasted decline and explore options for preventing or correcting a decline in 
future DSM/EE savings. 

• The Collaborative should study the development of a standard annual reporting 
protocol. In addition, the C.ommission concludes that it would be helpful for 
DEP to include in its annual DSM/EE application a table that shows DEP's test 
period DSM/EE cost and savings, and that shows the same infonnation for the 
previous five years. 

• With respect to the recommendation by the NC Justice Center, et al., DEP is 
pursuing and has discussed with the Collaborative an expansion of the 
Neighborho6d Energy Saver to include weatherization measures. Furthermore, 
the Company intends to file proposed modifications to the program to be 
effective in early 2020. If the modifications filed by DEP in 2020 do not satisfy 
the weatherization changes sought by NC Justice Center, D_EP should continue 
·to discuss the adoption of an lnco_ine-QuaJified Weatherization program 
comparable to DEC's. 

(Evans Direct at 8-9.) Witness Evans reported:that the Collaborative meets every other month -in 
person, or, more recently due to the COVID-19 pandemic, via video confe~ncing, and discusses 
on separate conference calls individual topics _that cannot be explored adequately du.ring the 
meetings. The Collaborative spends time exploring avenues for expanding low-income programs 
and for increasing the participati_on of low-income Customers in all available programs. Witness 
Evans also described how the Collaborative· met every other month to explore opportunities for 
expanding program impacts and participation. In·late 2019, members compiled a list of potential 
programs to research and propose to the Company during 2020, Wld the,Company is investigating 
these suggestions. The Collaborative has struggled, according to witnc;:.ss Evans,.however, to-offer 
program suggestions that would make up fQr the reductions that the Company anticipates because 
the forec;isted decline _is driven by a combination of falling avoided costs, higher federal equipment 
standards, and increased market penetration of.energy efficiency measures, all factors outside of 
the·Collabor'ative's sphere of influence. (Id. at 13.) 

Witness Evans did confirm that· the Collilborative studied the development of a standard 
annual reporting protocol and the Company included i_n its application a table that shows DEP's 
test period' DSM/EE costs and savings and the same infonnation for the pre_vious five years. This 
was attached as Evans Exhibit 12. (Id at 13.) 

Witness Evans also testified that, due to the pandemic, the Neighborhood Energy Saver had 
been suspended. However, witness Evans was confident that many low-income customers will 
receive enhanced weatherization services through this program. The Collaborative continues to 
discuss adopting an income-qualific_d weatherimtion program in DEP. (Id. at 1'4.) 
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Witness Ev.ans also described how opt-outs by qualifying non-residential customers have 
impacted· DEP's overall non-residential participa_tioil and the .associated impacts. For Vintage 
2019, DEP_had 5,868 eligible customer accou~ts opt out of participating-in DEP's non-residential 
portfolio of EE.programs and 5,759 eligible customers accounts opt out-of participating in DEP's 
-non-~idential portfolio of DSM programs. This represented an inc~e for opt-outs for both EE 
i]J1d DSM programs from 2018. The Company, however, is continuing its efforts to attract p_rogram 
participants from opt-out customers. It does so by evaluating and revising its non-residential 
programs:to. accommodate new technologies, eliminating program gaps, removing barriers to 
participati_on, and making programs more attractive. (Id at 27.) 

NC .Justice Center et al. witness Bradley-Wright testified that DEP's effic_iency sa:Yings 
were lower in 2019 than they had been in the previous two years. In 2019, DEP delivered 353.2 
gigawatt-hours (GWh) of efficiency $avings·at the-meter, equal to 0.78% o_flhe previous year's 
retail sales. Witness Bradley-Wright noted that DEP still' had not reached the 1% annual savings 
target and continues to lag DEC, but he nevertheless commended DEP for delivering savings to 
its cust9rrier8, particularly·when·a:Yoided costs are declining and·changes have occurred in DEP's 
efficiency baselines .. (/d. at 7.) 

Witness Bradley-Wright noted·that in 2019, approximately 56% of the non-residential load 
opted out of DEP's energy efficiency rider. Opt-outs lead to uncertainty about- how much 
efficiency savings are being captured by customers that opt out. (Id. at 9.) 

With respect to low-income efficiency savings, witness Bradley-Wright testified that 
DEP's Neighborhood Energy Saver program im,:r_eased its savings modestly from 2018 to 2019. 
He noted that- the Company "also captured savingi; from its Pay for Perfonnance low income pilot 
program. Continued growth of efficiency savings for low-Income customers has been-a consistent 
focus at the Collaborative and DEP has shown a willingness to engage on this issue. However, the 
impact Of programs that aim to specifically serve l_ow-income customers at DEP lags behind DEC's 
programs. He recommended that DEP try to match the recent DEC perfonnance. (/d; at I 0, 19-20.) 

Witness Bradley-Wright further testified that DEP has not achieved the 1 %-target annual 
savings threshold, even though DEC ·has cxc~ed thls target in 2017 and 2018 and nearly reached 
if in 2019. He acknowledg~ however, thaj. the COVID-19 pandemic creates additional 
uncertainty and warrants additional action. In witness Bradley-Wright's opinion; DEP has not fully 
provided an explanatio_n for its decline in projected·energy sa:Yings, as requested in DEP's previous 
rider proceeding. He indicated that Witness Evans discussed falling avoided cost, higher, federal 
eqllipment standards and increased market penetration of energy efficiency measures as drivers of 
declining savings, but he _recommended that the Company provide updated information and 
options for preventing-or correcting this,decline. Witness Bradley-Wright urged·the Company to 
W0rk on identifying these options in the Collaborative and .to pro'Yide written reports on· status. 
(Id. at B.) 
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Witness Bradley-Wright also recommended that the COmmission"should direct DEP to: 

(Id. at 17-18.) 

• EXplain Torecasted declines, when applicable, and show what steps are 
being taken to prevent them in future filings. 

• Provide a detailed plan in subsequentDSM/EE Rider filings for how it 
could achieve the l % annuaJ savings_ in any year projection, fall.short. 

• Work with the Collaborative to annuaJly prepare a corresponding report 
aimed a_t assistingDEP to-prevent or correct future savings declines and 
meet the 1 % annual savings levels. 

Witness Bradley-Wright also discussed achieving greater" efficiency savings for low
incollle customers. He contrasted DEC's success with DEP's, indicating that DEC achieved greater 
success for its low-income'cusf.omers in 2019. DEC, he indicated, spends more on· low-income 
programs than DEP. (Id. al 19.) Witness Bradley-Wriglit urged DEP to expand its programs for 
low-income customers and noted that-if the Commission appI'Oves the partial settlement agreement 
and stipulation in the pending DEP rate case, there will be additional low-incom_e efficiency 
programs for DEP and members of the COtlaborative to consider. (Id .. at 20.) With respect to 
low-income customer programs, Witn~ Bradley-Wright recommended that the Commi~sion: 

(Id .. al 24.) 

• Express support for -DEP 'pursuing nigher levels ofef{iciency savings 
for low-income customers 

• Direct DEP t6 provide a plan in-its next DSM/EE rider showing how it 
could ramp up lqw-income efficiency savings over the next three to 
five years. 

Witness Bradley-Wright referred to the COVID-19 pandemic. and its implications for 
energy efficiency as well. He stated that DEP has not developed an overarching plan to ·adapt its 
energy efficiency approach to the COVID-19 era. Discussions about the relationship between 
COVID..:19 and DEP's energy efficiency programs are in the early states. at the -Collaborative. 
Witness Bradl(?y-Wright referred to the Michigari Public Service Commission's response to the 
COVID-19 pandemic and its resulting dii-ection to staff to identify: (i) potential impacts on meeting 
energy and ·demand savings targets _arid ways to rriitigate Sllch impacts and ensure program 
·continuity and (ii) best practices for continuing to serve low- to moderate-income households, 
including those impacted direeUy by COVID-19. (Id. al 27-28.) 

Witness Bradley-Wright also updated the Commission on the Collaborative's work on the 
five directives. He agreed that the Collaborative had ~ntinued to meet tii-monthly, but he 
indicated that the Collaborative had more work to do on tJ:ie five directives. Collaborative members 
have raised several new program concepts that were capturecl-in the Portfolio Level Opportunitif:s 
and Chalh;nges ·summary Report. He further reported ihat DEP continues to work with the 
Collaborative to provide useful topline, trend, and comparative data through its program 
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performance reporting to the C91laborative. He recommended that DEP·continue to work with the 
Collaborative to refine its dftta reporting. He also recomme,nded that the.Collabora!ive est_ablish 
timelines and projectschcdules and provide written statiJs,reports on them. 

DEP witness Evans responded to .witness -Bradley-Wright's concern regarding DEP's 
projection- of savin~ below 1% of prior retail Sales. He explained that the 1%- target is an 
aspirational goal, and·that either metrics exist to-evah,J"ate-portfolio performance, such as demand 
reductions, ratio of costs to.benefits, or differentiating between savings across.Customer segments. 
DEP remains committed to achieving_all cost-effective energy savings up to and exceeding I% 
when,possible,.but it is also focused on maximizing the perfonnance.of individuaJ programs year 
over year and striving to·achieve the most benefits for customers. (Evans Rebuttal at-11-12.) 

Witness Evans disagreed that-the Collaborative must prepare written reports and develop 
project' ·schedules, and timelines to be effective, although he welcomed any report a member 
submitted-or prepared to-the Comp.µiy for the Collaborative's consideratioil. To be mindfui of the 
members' time and other professionaJ duties, however, he rioted that-the Company avoided asking 
Collaborative members.to j)erfonn unnecessarily burdensome tas~. (Evans Rebuttal-at 12.) 

lri response,to witness Bradley-Wright-'s,call for a specific DSM-EE COVID=l 9 strategy, 
witness Evans noted that Duke Energy Corporation· has launched a e<;_>rporate strategy .to _address 
the needs of- customers in .the afterniath of the .pahdemic; thus,. DEP does not nCed. to file a 
COVID-19 specific plan. He acknowledged that the·Cornpany had to suspend some programs 
temporarily, almost. all programs have. now resumed with additional safety protocols. Only two 
have not resumed, due t0 their increased ri_sj{ to· customers and contraet0r~ - Neighborhood Energy 
Saver and 'Multifamily Direct Install. The CoIIlpany is wor_king on- resuming these ·programs, 
however, once risks can be mitigated. FinaJly, witness Evans testified that the Company has not 
adjusted its .projeetions-'b_ased on staffing und achievable energy saVings potential in the.market, 
neither of which has·substantially changed-as.a result of the COVID-19 pandemic. 

In its·post-hearing Brief, NC _Justice Cen(er, eJ al., stated its concern that DEP's·EE savings 
were lower in 20I 9·than-in the.previous two years, ·and that DEP has repeatedly not achieved the 
agreed upon annual-energy savings target of I% of prior year retail• sales, reaching only Oi 78% in 
2019.-NC Justice:Center', et.ill., stated that this represents a decline from'-2018, when DEP reported 
aniluBJ savings of 0.88% of prior year retail sal~s, anc!,that-, in·conl.rast,_ DEP's sister l,Jtility, DEC, 
achieved 794.9 GWh of.savings in 2019,,equal to.savings of0.98% of prior-year retail.sales. NC 
-Justice Center, et al., stated, h0wever, that the C0mpany'sDSM/EE prograniS continue t~ provide, 
strong v~lue for its custom_ers. 

Further, NC Justice Cente_r, et al .• stated that DEP is forecasting only a modest increase in 
savings to 0.85% in 2021. lt reiterated the testimony of witness-Bradley-Wrighton several points, 
including" his concern about DEP'S forecast of declining ,energy Savings. In that regard, it 
.recommended several steps to improve DEP's perfonnance, and stated.that it continues to-promote 
the establishment of new energy savings targets. 
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In addition, NC Justice Center, et al., discusSed several options that it-contends DEP'can 
pursue to reverse what NC Justice Center, et al., views as a lackluster performance in serving the 
EE needs of low income customers. 

Moreover, NC Justice Center, et a/.,.stated tharit'is encouraged by progress made within 
the Collaborative during the last year, and that DEP has worked with stakeholder.; 'to shape 
priorities for the year, and the agendas for individual Collaborative meetings. However, it stated 
that it continues to believe that Commission engagement and enhanced accountability of the 
Collaborative will be important to· improve upon that progress in..the future. Finally, it reiterated 
the other recommendations made.by witness Bradley~Wright:in his testimony. 

The Commission has fully_revicwe~ the issues raised and recommendations made by NC 
Justice Center, et al., witness Bradley-Wright and concludes the following: 

(I) The current and forecasted decline in DEP's DSM/EE savings in 2021 is a 
matter of concern. Consequently, the Collaborative should examine the reasons for the 
forceasted decline and explore options for preventing or correcting a decline in future 
DSM/EE savings. 

(2) The Collaborative should continue to emphasize developing EE programs 
to assist low income customer.; in saving energy and reducing their energy burdens. 

(3) Due to the uncertainty and risks posed by the COVID-19 pandemic, the 
Commission is unwilling to direct DEP to file a plan to increase efficiency assistance; 
however, the Commission urges DEP to c0ntinile its;e[fOrts to benefit its customers in the 
form of reduced· energy burdens and report oil those. efforts in its 2021 DSM/EE rider 
application. 

(4) In lieu of a report from the Collaborative, the Company should continue 
reporting on Collaborative activities in its testimony filed in these proceedings. Other 
parties are encouraged to addreSs Collaborative activities through future interventions. 

IT IS, THEREFORE, ORDERED as follows: 

1. That the appropriate DSM/EE EMF hilling factors, excluding NCRF, for the 
Residential, General Service, and Lighting rate ~lasses are: 0.013 cents per kWh for the Residential 
class; 0.0034 cents per kWh for tjie EE compol1.ent of General Service classes; (0.010) cents per 
kWh for the DSM component of General Service classes; and (0.007) cents per kWh for the 
Lighting class. The factors do not change.with th_e NCRF included; 

2. That the appropriate forward-looking DSM/EE rates to be charged by DEP during 
the rate period for the Res_idential, General Service, and Lighting rate classes,(excluding NCRF) 
are: 0.640 cents per kWh for the Residential class; 0.666 cents per kWh for the.EE component of 
General Service classes; 0.073 cents per kWh for the DSM component of General Service classes; 
and 0.095 cents per kWh for the Lighting class; 
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3. That-the appropriate·total DSM/EE annual riders including the DSM/EE rate and 
the DSM/EE EMF rate (including NCRF) for the,Residential, G_eneral Seryice, arid Lighting rate 
classes are increments 9f 0.654 cents per kWh for the ·R~ident.ial,class, 0. 70 I cents per kWh for 
the EE portion of the General Service classes, 0.063 cents per kWh for. the DSM portion of the 
General-Service classes, and 0.088 cents,per kWh for the Lighting class; 

4. That DEP shall file appropriate rate schedules and riders with the Commission to 
implement_ these adjustments as soon as practicable. Such ra1es are to· be effective. for service 
rendered on or after January I, 2021; 

5. That DEP shall work with the Public Staff to prepare a joint proposed Notice to 
Customers giving notice of rate changes ordered- by the Commission herein;·and DEP·shall file 
such pr~posed noti~ for Commission approval as soon as· practicable; 

6. That.the Public Staff shall continue to observe DSDR.and-the development of the 
Grid Improvement- Plan and report on any overlap of the two, as necessary; 

7. That DEP .shall continue to leverage its Collaborative to discuss the EM& V issues 
and program design issues raised in the testimony of NC Just.ice Center, et al. witness -Bradley
Wrightas discussed herein and the reslilts of these discussioru shall be reported to the Commission 
i_n-th~ Company's 2021 DSM/EE rider filing; 

8. That DEP and the Collaborative shall discuss the issue-of an appropriate way to 
reflect the.full avoided capacity ofits EE program_s including avoided reserve capacity and present 
those findings to-the Commission in its next DSM/EE rider proceeding; and 

9. That continuing in 2021, the combined DEC/DEP Collaborative shall meet every 
other month. 

ISSUED BY ORDER OF THE COMMISSION. 
This the I 7th day ofDecember, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Joann R. Snyder, Deputy Clerk 
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DOCKET NO. E-2, SUB 1253 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

ln,the Matter of: 
Application by Duke Energy Progress, LLC for 
Approval of Joint Agency Asset Rider for 
Recovery of Costs Related-to Facilities Purchased 
from Joint Power Agency Pursuant to N .C. Gen~ 
Stat.§ 62-133.14 and Rule RS-70 

ORDER APPROVING JOINT 
AGENCY ASSET RIDER 

HEARD: 

BEFORE: 

Tuesday, September 15, 2020, at 10:00 a.m., in Commission Hearing Room 2115, 
Dobbs Building, 430 North Salisbury Street, Raleigh, North Carolina (Public 
Witness Hearing, Hearing Examiner Heather Fennell, Presiding) 

Chair Charlotte A. Mitchell, Presiding; Commissioners ToNola D. Brown-Bland, 
Daniel G. Clodfelter,.Lyons Gray, Kimberly W. Dufficy, Jeffrey A. Hughes, and 
Floyd B. McKissick Jr. -

APPEARANCES: 

For Duke Energy Progress, LLC: 

Lawrence B. Somers, Deputy General Counsel, Duke Energy Corporation, NCRH 
20/Post Office Box 1551, Raleigh, North Carolina 27602-155 l 

Dwight Allen, Allen Law Offices, PLLC; 4030 Wake Forest Road, Suite 115, 
Raleigh, North·Carolina 27609 

For Carolina Utility Customers Association, Inc.: 

Robert F. Page, Crisp, Page & Currin, LLP, 4010 Barrett Drive, Suite 205, Raleigh, 
North Carolina 27609 

For Carolina Industrial Group for Fair Utility Rates II: 

Christina·D. Cress, Bailey & Dixon, LLP,.Post Office Box 1351, Raleigh, North 
Carolina 27602 

for the Using and Consuming Public: 

Gina Holt,_ Staff Attorney, Public Staff, North Carolina Utilities Commission, 
4326 Mail Service Center, Raleigh, North Carolina 27699-4300 
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BY THE COMMISSION: On June 9, 2020, Duke Energy Progress, LLC (DEP or the 
Company), filed its application for Approval of Joint Agency Asset Rider (JAAR) to recover costs 
related to facilities purchased from the North Carolina Eastern Municipal Power Agency 
(NCEMPA) pursuant to N.C .. Gen. Stat. § 62-133.14 and Commission Rule RS-70. DEP's 
application was accompanied by the testimony and exhibits of La Wanda M. Jiggelts - Rates and 
Regulatory Strategy Manager. In its application and prefiled testimony, DEP sought approval of 
the proposed rider; which incorporated the Company's proposed adjustments in its North Carolina 
retail rates. 

On June 29, 2020, the Commission issued an Order Scheduling Hearing, Requiring Filing 
of Testimony, Establishing Discovery Guidelines, and Requiring Public Notice, in which the 
Commission set this matter for public witness and expert witness hearings, established discovery 
guidelin~s, and provided for public notice of the hearings. 

On June 1.7, 2020, Carolina Utility Customers Association, Inc. filed its petition to 
intervene. The Commission granted·the petition on June 18, 2020. On· August 25, 2020, Carolina 
Industrial Group for Fair Utility Rates II filed its petition to intervene. The Commission granted 
the petition on August 25, 2020. The intervention and participation by the Public Staff is 
recognized pursuantto N.C.G.S. § 62-15( d) and Commission Rule R 1-19( e ). 

To assist in preventing the spread of COVID-19, on August 7, 2020, the Commission 
issued an order scheduling a remote hearing for expert witness testi1ilony and requiring parties to 
file written-statements of consent by September I, 2020. All parties· filed statements of consent. 

On August 28, 2020, the Public Staff filed the affidavit.of Michael C. Maness-Director 
of the Accounting Division ofthe,Public Staff. 

No other party prcfiled testimony in this docket. 

On September 8, 2020, DEP and the Public Staff filed a Joint Motion to Excuse All· 
Witnesses from appearing at the September 15, 2020, expert witness hearing in this proceeding. 
The Commission·granted this motion on September 10, 2020, cancelled the expert witness hearing, 
and required that proposed orders be ,filed by October 16, 2020. The Order also received the 
witnesses' prefiled·testimony, exhibits, and affidavits into the record. The Commission's Order 
also excused the appearance of counsel. 

On September 14, 2020, DEP filed its affidavits of publication for the public notice, as 
required by the June 29, 2020 Order. 

This matter came on ·for the public witness hearing as scheduled on September 15, 2020. 
No public witnesses appeared. 

On October 16, 2020, DEP and the Public Staff filed-a Joint Proposed Order. 
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Based upon the foregoing, DEP's verilicd application, the testimony, exhibits, and 
affidavits that were received into the record prior to the hearing, and the entire record in this 
proceeding, the Commission makes the following 

FINDINGS OF FACT 

I. DEP is a duly organized corporation existing under the laws of the State of North 
Carolina, engaged in the business of developing, generating, transmitting, distributing, and selling 
electric power to.the public in North Carolina and South Carolina, and is subject to the jurisdiction 
of the North Carolina Utilities Commission as· a public utility. DEP is lawfully before this 
Commission based upon its Application filed pursuant to N.C.G.S. § 62-133.14 and Commission 
Ruic RS-70. 

2. On July 31, 2015, DEP acquired NCEMPA's undivided ownership interests of 
18.33% in the Brunswick Stearn Electric Plant (Brunswick Units 1 and 2), 12.94% in Unit No. 4 
of the Roxboro Steam Electric Plant (Roxboro Unit 4), 3.77% in the Roxboro Plant Common 
Facilities, 16.17% in the Mayo Electric Generating Plant. (Mayo Unit I), and 16.17% in the 
Shearon Harris Nuclear Power Plant (Harris Unit I) (collectively, Joint Units). On May 12, 2015, 
the Commission issued an Order Approving Transfer of Certificate and Ownership Interests in 
Generating Facilities in Docket No. E-2, Sub 1067 and Docket No. E-48, Sub 8, which approved 
the transfer ofNCEMPA 's ownership interests in the Joint Units to DEP. 

3. Section 62-133.14 allows DEP·to recover the North Carolina retail portion of all 
reasonable and prudent costs incurred to acquire, operate, and maintain-the proportional interest in 
the generating facilities purchased from NCEMPA. Commission Rule R8-70(c) provides for an 
an·nual proceeding to establish the JAAR and requires the electric public utility to submit an 
application at the same time that it files the fuel proceeding information required by Commission 
Rule RS-55. 

4. Commission Rule RS-70 schedules an annual adjustment hearing for DEP and 
requires that the Company use a,test period·of the calendar year that precedes the end of the test 
period used for purposes of Commission Rule RS-55. The test period covered by the proposed 
rates in this proceeding is January I, 2019 through December 31, 2019. Pursuant to Commission 
Rule RS-70, each annual filing will provide for the recovery of c_osts expected to be incurred in the 
rate period (prospective component), including the levelized annual cost of the plant initially 
acquired and appropriate annual portions of the. cost of other assets acquired (excludiilg 
construction work in progress), as well as ongoing annual non-fuel operating costs, reduced by the 
annual effects of the acquisition on North Carolina retail allocation factors. Commission 
Rule R8-70(b) provides for an over- or underrecovery component as a Rolling-Recovery Factor or 
a "Joint Agency Asset RRF" and requires the-Company to use deferral accounting and maintain a 
cumulative balance of costs inqurred but not recovered through the JAAR. This cumulative balance 
will accrue a monthly return as prescribed by the Rule. 

5. DEP's proposed rates consist of a prospective .component related to the future 
billing period December 2020 through November 2021, and a Joint Agency Asset RRF component 
that accomplishes the true-up of costs incurred through the test year ended December 31, 2019. 
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6. In its application and testimony in this proceeding, DEP requested a total of 
$154.703 million for the prospective component of its North Carolina retail revenue requirement, 
for the period December l, 2020, through November 30, 2021, associated with the acquisition and 
operating costs ofNCEMPA's undivided ownership interest in the Joint Units. 

7. The annual levelized costs associated with the acquisition of the Joint Units at the 
time of purchase.were $56.265 million. DEP also requested an additional $8.488 million in annual 
pre_-tax costs associated with the acquisition costs not included in the levclized costs. The 
acquisition costs underlying these amounts are deemed reasonable and prudent under 
N.C.G.S. § 62-133.14(b)(l). 

8. DEP requested an additional $20.660 million in annual financing and qperating 
costs relating to estimated capital additions during the rate period. The Commission finds it 
reasonable for the Company to recover these estimated costs during the rate period, subject to true
up through the Joint Agency Asset RRF. 

9. DEP estimates the annual non-fuel operating costs from December I, 2020, to 
November 30, 2021, to be $69.088 million. The Commission finds it reasonable for the Company 
to recover these estimated costs during the rate period, subject to true-up through the Joint Agency 
Asset RRF. 

10. DEP requested $0.201 million for incremental regulatory fees. The Commission 
finds it reasonable for the Company to recover these estimated costs during the rate period,.subject 
to true-up through the Joint Agency Asset RRF. 

11. The prospective annual revenue requirement of$ I 54.703 million resulting from the 
swnming of the amounts set forth in Findings of Fact Nos. 7 through-10 has not been reduced by 
the wmual effects of the acquisition on.North Carolina retail allocation factors. This credit is no 
longer applicable in the JAAR as new North Carolina retail base rates were effective March 16, 
2018, in DEP's general rate case under Docket No. E-2, Sub I 142. North Carolina retail base rates 
approved in Sub 1142 reflect greater costs being allocated to wholesale customers, because the 
Company is now,supplying the entire electric requirements for NCEMPA. 

12. In addition to the prospective components, DEP requests to return $27.572 million 
in its application and testimony in this proceeding through the Joint Agency Asset RRF component 
of its North Carolina retail revenue requirement charged during the period December l, 2020, 
through Novembe_r 30, 202'1, related to the overrecovery of financing and non-fuel operating costs 
experienced through the test year ended December 31, 2019. The Commission finds the actual 
costs and credits underlying this true-up amount to be reasonable and prudent for purposes of this 
proceeding, and return of this amount to be reasonable and appropriate. 

13. Under N.C.G.S. § 62-l 33.14(b)(5), the prospective components and Joint Agency 
Asset RRF have been allocated under the customer- allocation methodology approved by the 
Commission in Docket No. E-2, Sub 1142, DEP's most recent.general rate case, to produce.the 
following rates by customer class, which rates the Comrriission finds to be just and reasonable. 
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Applicable Prospective Rolling Rcco\lery Combined 
Rate Class Schcdulcfsl Rate Factor Rate• 

Non-Demand Rate Class ldollars ncr kilowatt-hour' 
ResidentiaJ RES, R-TOUD, 0.00459 (0.00080) 0.00379 

R-TOUE, 
R-TOU 

Small General Si!rvice SGS, SGS- 0.00559 (0.00198) 0.00361 
TOUE 

Medium General·Service CH-TOUE, CSE, 0.00439 (0.00170) 0.00269 
CSG 

Seasonal and Intermittent SI 0.00468 (0.00402) 0.00066 
Service 
Traffic Sie:nal Service TSS, TFS 0.00255 I0.00061' 0.00194 
Outdoor Lighting Service ALS, SLS, SLR, - - -

SFLS 

Demand Rate Classes (dollars ner kilowatt\ 
Medium MGS, GS-TES, 1.44 (0.38) 1.06 
General Service AP-TES, SGS-

TOU 

Applicable Prospective Rolling Recovery Combined 
Rate Class Schedule s Rate Factor Rate• 

Non-Demand Rate Class (dollars per kilowatt-hour) 

Large LGS, 1.50 0.06 1.56 
General Service LGS-TOU 

*Incremental Rates, shown above, include North Carolina regulatory fee of0.13%. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. I 

This Finding of Fact is essentially infonnational, .procedural, and jwisdictional in nature 
and is uncontroverted. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 2-4 

The evidence for these Findings of Fact can be found in DEP's application, 
N.C.G.S. § 62-133.14, and Commission Rule RS-70. 
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Under N.C.G.S. § ,62-133.14(a), upon the uling of a petition of an electric public utility 
and a_ public hearing, the Commission_ is required to approve an annual rider to the utility's rates 
for the North Carolina retail portion of reasonable and prudent cosls incurred to acquire, operate, 
and maintain the Joint Unils. The acqu_isition costs shall be deemed reasonable and prudent and 
shall be levclized over the useful life of the Joint Units at the time of acquisition. Financing costs 
shall be included and shall be calculated using the weighted average cost of capital as authorized 
in the utility's most recent general rate case. 

The utility may recover an estimate of operating costs based on the experience of the test 
period and the.costs projected for operation of the Joint Units for the next twelve months, subject 
to the·filing of nn annual adjustment including any under- or overrecovery, any changes necessary 
to recover cosls for the next twelve-month period, or any changes to the.cost of capital or customer 
allocation methodology occurring in a general ro.te case after the establishment of the initial rider. 
Commission Ruic R8-70(c),requires the Company to propose nnnual updates to its JAAR in order 
for·the hearing to be held as soon as practicable after the hearing held by the Commission under 
Rule R8-55. 

The Commission concludes that DEP's Application is in compliance with 
N C.G.S. § 62-133.14 and Commission Rule R8-70. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 5-7 

The evidence for these Findings of Fact can be found in the direct testimony ofDEP witness 
La Wanda M. Jiggctls and in the affidavit of Public Staff witness Michael C. Maness. 

Witness Jiggctls' exhibits reflect that DEP's annual levelized cost associated with the 
acquisition price of the Joint Units was.$56:265 million. 111' her direct testimony, witness Jiggetl" 
explained that the Company seeks to recover ils acquisition costs,,which are the amounts DEP paid 
to NCEMPA to acquire the proportional ownership interest in the joint agency assets, including 
the amount paid above the net book value of the facilities. Within this first category of acquisition 
costs there are also two subgroups: costs for which the recovery is levelizcd and cosls for which 
the recovery is not levelized. In general terms, the levelized revenue requirement represents 
recovery of the acquisition cost-for the NCEMPA assets, spread evenly over the remaining life of 
the assets at the time the Joint Units were purchased. Witness Jiggetts also included additional 
financing and operating costs of $8.488 million associated with assets purchased that were not 
included.as part of the lcvelized costs. In her direct testimony, witness Jiggetts described these 
costs as including inventory amounts that are part of the asset acquisition costs, nuclear fuel 
inventory, dry cask storage, and materials and supplies inventory. Because these assets arc not 
depreciated, the financing costs for these amounts are calculo.ted on the basis of the average 
investment for the rate period. 

Section 62-133.14(b)(2) states that the JAAR shall include financing costs equal to the 
weighted average Cost of co.pita! as authorized by the Commission in the electric public utility's 
most recent- gener.i] rate case. Witness Jiggetts' exhibits reflect that the Company computed the 
debt and equity rate of return and the Company's weighted average net-of-tax cost of capital as 
authorized by the Commission in DEP's most recent general rate case. The net-of-tax cost of 
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capital. incorporates the 2.5% North Carolina state income tax rate that became effective 
January I, 2019. 

In his affidavit filed with the Co111mission, Public Staff witness Maness stated that the 
Public Staff's investigation included a review ofDEP's application, testimony, and exhibits filed 
in this docket, as well as the JAAR monthly reports. Additionally, the Public Staff's investigation 
included the review of responses to written data requests. He further testified that-the Public Staff 
performed ·a •Jimited review of the underlying capital additions and operating costs added to the 
calculation of the rider in this proceeding and did not perform a full-scale review of the prudence 
and reasonableness of all such additions or expenses. He testified that Commission 
Rule R8-70(b)(4) provides that the Commission is to deterrnin_e the reasonableness and prudence 
of the cost of capital additions or operating costs incurred related to the acquired plant in a general 
rate proceeding. However, should the' Public Staff discover imprudent or unreasonable costs in a 
JAAR proceeding, it will recommend an adjustment in that proceeding; in that case, it would also 
recommend that the impact of any disallowance also be reflected-in the Company's cost of service 
in a general rate case. He testified the •Public Staff did not find any adjustments that should be 
made to the calculations of either the prospective •Or Joint Agency Asset RRF 
revenue requirements. 

Based on the evidence on the record, the Commission concludes that, pursuant to 
N.C.G.S. § 62-133.14(b)(l), DEP is allowed to recover in the annual JAAR the financing and 
depreciation costs associated-with the acquisition costs of the Joint Units on a levelized basis in 
the amount of $56.265 million annually, and·the annual amount of $8.488 million of financing and 
operating costs associated with acquisition costs that are not levelized. To the extent the costs 
underlying these amounts are acquisition costs, such costs are deemed reasonable and prudent 
under N.C.G.S. § 62-l33.14(b)(l ). The Commission further finds it reasonable for the Company 
to recover the remainder of these estimated costs during the n:ite period, subject to true-up through 
the Joint Agency Asset RRF. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 8-9 

The evidence for these Findings of Fact can be fourid in DEP's application, the testimony 
ofDEP witness La Wanda M. Jiggetts and·the affidavit of Public Staff witness Michael C. Maness. 

The Company requested annual costs of $20.660 million to be included in the JAAR for 
financing and operating costs related to estimated capital additions to be incurred during the period 
December I, 2020, through November 30, 2021, and an estimated $69.088 million for annual 
non-fuel operating costs over the period· December I, 2020, to November 30, 202 l. Under 
N.C.G.S. § 62-133.14(6)(3), the Commission shall include in the rider an estimate of operating 
costs based on the prior year's experience and the costs projected for the next twelve months, and 
shall include the annual financing and operating costs for any proportional capital investments in 
the acquired electric generation facility. Public Staff witness Maness did not oppose the recovery 
of these cost components in his affidavit filed in this proceeding, and stated that the Public Staff 
recommended approval of the Company's proposed JAAR rates. The Commission concludes that 
it is reasonable for the Company to recover these estimated costs during the rate period, subject to 
true-up through the Joint Agency Asset RRF. 
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EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 10 

The evidence for this Finding of Fact can be found in the testimony of DEP witness 
LaWanda M. Jiggetts. 

Witness Jiggetts' exhibits reflected a decrease in DEP's regulatory fee to $0.201 million 
based on the decrease in the regulatory fee for the period December I, 2020, through November 30, 
2021. The Commission concludes that the calculation of the regulatory fee is just and reasonable. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 11 

The evidence for this Finding ofF_act can be found in DEP's application and the testimony 
of DEP witness La Wanda M. Jiggetts, as well as the affidavit of Public Slaff witness Michael 
C. Maness. 

Under N.C.G.S. § 62-133. 14(b)(4), the JAAR shall include adjustments to reflect the North 
Carolina retail portion of financing and opera.ting costs related to the electric public utility's other 
used and useful generating facilities owned at the time of the acquisitions to properly account for 
updated jurisdictional allocation• factors. This adjustment benefits DEP customers by reducing 
DEP's annual retail revenue requirement. Witness Jiggetts testified that the revenue reductions 
reflect changes in jurisdictional allocation factors resulting from the additional NCEMPA load that 
will, be served by the Company's portfolio of generating facilities owned at the lime of the 
acquisition. As a consequence, a greater portion of the cost of the Company's other generating 
facilities will be allocated to its wholesale jurisdiction, while a lesser portion will be allocated to 
its retail jurisdictions. In her direct testimony, wilness Jiggetts testified that the reallocation 
between retail and wholesale jurisdictions is reflected in the base rates approved by the 
Commission in Docket No. E-2, Sub 1142. Therefore, the reduction will not be included in JAAR 
revenue requirements from March 16, 2018 forward (effective date for new base rates). In this 
filing, the jurisdictional reallocation credit (revenue reduction) is not applicable for the:tcst period 
January 2019 through December 2019 nor the prospective period December 2020 through 
November 2021. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO, 12 

The evidence for this Finding of Fact can be found in DEP's application, the direct 
testimony ofDEP witness La Wanda M. Jiggetts, DEP's exhibits to the JAAR, and the affidavit of 
Public Staff witness Michael C. Maness. 

The Company requested a Joint Agency Asset RRF decrement adjustment of 
$27.572 million related to the overrecovcry of costs incurred through the test year ended 
December 31, 2019. The Commission notes that DEP should file a Joint Agency Asset RRP. 
adjustment rider to include a true-up between estimated and actual costs incurred during the test 
period under N.C.G.S. § 62-133.14(c). The deferred costs related to any true-up are to be recorded 
as a regulatory asset or regulatory liability, including a return on the deferred balance each month. 
Public Staff witness Maness did not oppose the return on this rate component in his affidavit filed 
in this proceeding. The Commission finds the actual costs and credits Underlying this true-up 
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amount to be reasonable and prudent, and that the return of this amount is reasonable 
and appropriate. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 13 

The evidence for this Finding of Fact can be found in DEP's application, the direct 
testimony and exhibits of DEP witness La Wanda M. Jiggetts, and the affidavit of Public Staff 
witness Michael C. Maness. 

Pursuant to N.C.G.S. § 62-133.14(b)(5), the costs of the rider shall be allocated utilizing 
the cost allocation methodology approved in DEP's last general rate case, Docket No. E-2, 
Sub 1142. In her direct testimony, witness Jiggetts testified that the Company's filing used the 
customer allocation methods approved in DEP's lastgcneral rate case. The North Carolina retail 
revenue requirement was allocated among customer classes using the production demand 
allocation factors. The allocated revenue requirement for each North Carolina retail customer class 
was then divided by estimated billing units, either kilowatt-hour (kWh) or kilowatt (kW), to 
produce the rates reflected for each ratc,class, as shown in the table below. 

Rolling 
Rate Class Applicable Prospective Recovery COrnbined 

S1:hedule(s) Rate Fador Rate• 
Non-Demand·Rate Clnss (dollars per kilowatM1our) 

Residentia1 RES, R-TOUD, R- 0.00459 (0.00080) 0.00379 
TOUE,R-TOU 

Small General Service SGS, SGS-TOUE 0.00559 (0.00198) 0.00361 

Medium General CH-TOUE, CSE, 0.00439 (0.00170) 0.00269 
Service CSG 

Seasonal and SI 0.00468 (0.00402) 0.00066 
IntennittentService 

Traffic Signal Service TSS, TFS 0.00255 (0.00061) 0.00194 

Outdoor Lighting ALS, SLS, SLR, - - -
Service SFLS 

Demand Rate Classes (dollars per kilowatt) 

Medium MGS, GS-TES, 1.44 (0.38) 1.06 
General Service AP-TES, SGS-

TOU 

Large LGS, LGS-TOU 1.50 0.06 1.56 
General Service 

*Incremental Rates, shown above, mclude North Carol ma regulatory fee of 0.13%. 
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Public Staff witness Maness stated that based on ils investigation of the Company's filing, 
the Public Staff found no adjustmenls that should be made to the calculations of either the 
prospective or RRF revenue.requirement The Public Staff, therefore, recommended that the rates 
requested by the Company be approved, to become effective for the rate period. In light of the 
foregoing, the Commission finds that the rates calculated by the Company, which were 
recommended by the Public Staff, are just and reasonable and should be approved. 

IT IS, THEREFORE, ORDERED as follows: 

I. That DEP shall be allowed to charge in a rider $127.131 million($! 54.703 million 
as the prospective component and ($27.572) million in the Joint Agency Asset RRF) on an annual 
basis to recover the costs·in relation to the acquisition and operation of the Joint Units; 

2. That the costs shall be allocated using the customer allocation methodology used 
in DEP's last general rate case as shown in DEP's application and the testimony of DEP 
witness Jiggetts; 

3. That DEP shall file appropriate rate schedules and riders with the Commission to 
implement these approved rate adjustments to be. effective for service rendered on and after 
December I, ·2020, as soon as practicable, but not later than ten days after the date that the 
Commission issues orders in this docket as well as in Docket Nos. E~2, Subs 1250, 1251, and 
1254;and 

4. That DEP shall work with the Public Staff to jointly prepare a proposed notice to 
customers of the rate adjustment ordered by the Commission in this Docket, as·well as in Docket 
Nos. E-2, Subs 1250, 1251, and 1254, and the Company shall file the proposed notice to customers 
for Commission approval as soon as practicable. 

ISSUED BY THE ORDER OF THE COMMISSION. 
This the 30th day of November, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

777 

', .. -;.:;:· 



ELECTRIC - RATE SCHEDULES/RIDERS/SERVICE RULES 
AND REGULATIONS 

DOCKET NO. E-2, SUB 1254 

BEFORE TI-IE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Duke Energy Progress, LLC, 
for Approval of CPRE Cost Recovery Rider 
Pursuant to N.C.G.S. § 62-1 !0.8 and 
Commission Ruic R8-7 l 

ORDER APPROVING CPRE RIDER 
AND CPRE PROGRAM 
COMPLIANCE REPORT 

HEARD: 

BEFORE: 

Tuesday, September 15,.2020, at 10:00 am~, in Commission Hearing Room 2115, 
Dobbs Building, 430 North Salisbury Street, Raleigh, North Carolina (Public 
Witness Hearing, Hearing Examiner Heather Fcnnell,-Presiding) 

Kimberly W. Dufficy, Presiding; Chair Charlotte A. Mitchell; and Commissioners 
ToNola D. Brown-Bland, Lyons Gray, Daniel G. Clodfelter, Jeffrey A. Hughes, 
Floyd B. McKissick, Jr. 

APPEARANCES: 

For Duke Energy Progress, LLC: 

JackE. Jirak, Duke Energy Corporation, NCRH 20/ P.O. Box 1551, Raleigh, North 
Carolina 27602-1551 

For Carolinas Industrial Group for Fair Utility Rates II (CIGFUR): 

Christina D. Cress, Bailey & Dixon, LLP, 434 Fayetteville Street, Suite 2500, 
Raleigh, North Carolina 27601 

For Carolina Utility Customers Association;.Inc. (CUCA): 

Robert F. Page, Crisp, Page & Currin, LLP, 4010 Barrett Drive, Suite 205, Raleigh, 
North Carolina 27609 

For North Carolina Sustainable Energy Association (NCSEA): 

Benjamin Smith, NCSEA, 4600 Six Forks Road, Suite 300, Raleigh, North 
Carolina 27609 

For the Using and Consuming Publie: 

Dianna Downey, Chief Counsel, Public Staff-North Carolina Utilities Commission, 
4326 Mail Service Center, Raleigh, North Carolina 27699-4300 

Layla Cummi_ngs, Staff Attorney, Public Staff.:North Carolina Utilities 
Commission, 4326 Mail,Scrvice Center, Raleigh, North Carolina 27699-4300 
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BY THE COMMISSION: North Carolina General Statutes Section 62-l l0,8(g) and 
Commission Rule.R8-71 require the Commission to conduct an annual proceeding to review costs 
incurred or anticipated to be incurred by an electric public utility to·comply with the Competitive 
Procurement of Renewable Energy (CPRE) Program pursuant to N.C. Gen .Stat.§ 62-110.8 and 
an annual compliance report filed by the electric public utility pursuant to Rule R8-71(h). 

On June 9, 2020, Duke Energy Progress, LLC (DEr or the Company) filed an application 
pursuant to N.C.G.S. § 62-110.8 and Commission Rule RS-71 for Approval ofCPRE Compliance 
Report and CPRE Cost Recovery Rider, along with the direct testimony and exhibits of Bryan L. 
Sykes, Rates and ·Regulatory Manager, and rhillip H. Cathcart, Renewable Compliance Manager 
in lhe Business Development & Compliance Department. 

Petitions to intervene were filed by Carolina Utility Customers Association, Inc., (CUCA) 
on June 17, 2020; by the North Carolina Sustainable Energy Association (NCSEA) on June 25, 
2020; and by the Carolina Industrial Group for Fair Utility Rates II (CIGFUR) on August 25, 2020. 
The Commission granted CUCA's petition to intervene on June 18, 2020, NCSEA's petition to 
intervene on June 26, 2020, and CIGFUR's petition to intervene on August 25, 2020. The 
intervention oflhe rublic Staffis recognized pursuant to N.C.G.S. § 62-15(d) and Commission 
Rule Rl-19(e). 

On June 29, 2020, the Commission issued an Order-Scheduling·Hearing, Requiring Filing 
of Testimony, Establishing Discovery Guidelines, and Requiring Public Notice in which the 
Commission set this matter for-hearing; established deadlines for the submission of intervention 
petitions, intervenor testimony, and DEP rebuttal testimony; required the provision of appropriate 
public notice; and mandated compliance with certain discovery guidelines. 

On August 7, 2020, the Commission issued an Order Scheduling Remote Witness Hearing 
for Expert Witness Testimony due to the COVID-19 pandemic. All parties Consented to the 
remote hearing. 

On August 24, 2020, DEP liled the supplemental testimony and revised exhibits and 
workpapers of witness Sykes. In his supplemental testimony, witness Sykes presented revised rates 
reflecting the impacts Telated to two updates to numbers presented in his direct exhibits and 
workpapers, which resulted in lower customer rates for the billing period'. 

On August 25, 2020, the rublic Staff filed_ the testimony and exhibit of Jeff Thomas, an 
engineer with the Public Staff Energy Division, and Michelle M. Boswell, Accounting Manager
Electric Section in the Public Staff Accounting Division. 

On September 9, 2020, the Public Staff and DEP filed a motion to excuse all rublic Staff 
and Company witnesses and represented that counsel for the Public Staff consulted with counsel 
for all parties to the docket, that all parties agreed to waive cross-examination of the rublic Staff 
and DEP witnesses, and that the parties offered no objection to the inlroduction of the witness 
testimony and exhibits into the record as requested. 
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On September 10, 2020, the Commission issued an Order Excusing Witnesses, Accepting 
Testimony, CW1celing Expert Witness Hearing, and Requiring Proposed Orders, wliich excused 
th_e DEP and Public Staff witnesses from testifying at the expert witness hearing, received the 
witnesses' prefiled testimony and exhibits into the record, canceled the_ expert witness hearing, and 
set a deadline of October 16, 2020, for.the parties to file proposed orders or briefs. 

On September 14, 2020, DEP filed affidavits of publication indicatirag that the public notice 
had been provided in accordance with the Commission's procedural order. 

The matter came on for public witness hearing as scheduled on September 15, 2020, 
however, no public witnesses appeared. 

On October 16, 2020, DEP and the Public Staff filed a Joint Proposed Order. 

Based upon the Company's verified application, the testimony, workpapers and exhibits 
received into evidence, and the record as a whole, the Commission makes the following 

FINDINGS OF FACT 

I. DEP is duly organized as a limited liability company existing under the laws of the 
·State of North Carolina, is engaged in the business of developing, generating, transmitting, 
dislributing, and selling electric power to the public in North ,Carolina; and is subject to the 
jurisdiction of the Commission as a public utility. DEP is lawfully before this Commission based 
upon its application liled pursuant to N.C.G.S. § 62-110:8 and Commission Rule R8-71. 

2. The test period for purposes of this proceeding is the 32 months ended March 31, 
2020 (test period). The billing period for this proceeding is the 12-month period beginning 
December I, 2020, and ending November 30, 2021. 

3. In its application and its direct and supplemental·testimony (including workpapers 
and exhibits) in this proceeding, DEP identified $1,200;707 oftest period charges on a system 
basis incurred to implement the CPRE Program. There were no purchased power costs during the 
test period. The test period Charges requested by DEP were used to dctennine its proposed 
Experience Modification Factor (EMF) rider and consisted solely of CPRE Program 
implementation costs experienced during the test period. Of the system-basis test period charges, 
$733,398 was allocated to North Carolina retail customer classes. Since this was the first 
CPRE Program rider liling made to comply With N.C.G.S. § 62-110.8 and Commission 
Rule RS-71, the full amount of the test period charges was under-recovered. 

4. The Company's system-basis implementation charges for the test period were 
reasonably and prudently incurred'. 

5. The Company allocated test period and prospective period implementation charges 
to its North Carolina retail jurisdiction using a composite allocation factor based on the weighted 
average of its energy and capacity costs determined for its prospective billing period. The 
composite allocation factor was 61.08%. 
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6. The North .Carolina; retail test period sales, adjusted for customer growth and 
weather, for·use·in calculating the EMF afe'37,852,870 megawatt-hours (MWh). The adjusted 
North Carolina retail customer class MWh sales are as follows: 

N.C. Retail Customer Class 
Residential 
Small General Service 
Medium General Service 
Large General Service 
Lighting 
Total 

Adjusted MWh Sales 
16,191,429 

1,939,476 
10,847,985 
8,524,536 

349,444 
37,852,870 

7. In its application and its direct and supplemental testimony (including exhibits) in 
this proceeding, DEP·requested a total increase of $2,522,720, on a system basis, of billing period 
charges anticipated to be incurred for purchased power and ongoing·implementation costs. Oflhe 
system-basis billing. period charges, $1,540,891 was allocated to the North Carolina 
retail jurisdiction. 

8. The North Carolina retail jurisdictional allocation·factors related to the capacity and 
energy components of purchased power costs anticipaied to be incurred during the billing period 
in this proceeding are·60.07%-an_d 61.35%, respectively. The capacity component is based on the 
2019 Production plant allocation .factor and the energy component was based on projected billing 
period sales. Similarly, the North Carolina retail class allocation factors related to the capacity and. 
energy components of purchased power costs anticipated to be incurred during the billing period 
in this proceeding are- based on 2019 production plant allocation factors and projected billing 
period kilowatt-hour (kWh) sales for each elass, respectively. The North Carolina.,retail elass 
allocation factors related to implementation charges anticipated to be incurred during the billing 
period and actually incurred during the test year (for purposes of calculating the EMF) are based 
on a composite allocation factor calculated as the weighted average of the capacity and energy 
components of purchased power. 

9'. The projected.billing period sales for use in this proceeding are 37,750,364 MWh 
on a North Carolina- retail basis. The projected billing period for North Carolina retail customer 
class MWh sales are as follows: 

N.C. Retail Customer Class 
Residential 
Small-General Service 
Medium General Service 
Large General Service 
Lighting 
Tot3I 

Adjusted MWh Sales 
16,171,290 

1,784;993 
10,287,749 
9,128,353 

377 978 
37,750,363 

10. DEP's experienced North Carolina retail under-recovery of.costs for the extended 
initial test period, or EMF period, the 32-month period starting August l, 2017, and ending 
March 31, 2020, amounts to $733,398, excluding the regulatory fee. DEP under-recovered its 
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CPRE EMF costs for the extended initial test_period-by $321,998 for the Residential class, $37,296 
for the Small General Service class, $202,989 for the Medium General Service class, $165,289 for 
the Large General Service class, and $5,827 for the Lighting class. 

I I. The appropriate monthly CPRE EMF rates to be charged to customers. are 
0.002 cents per kWh_ for the Residential class, 0.002 cents per kWh for the Small Genera] Service 
class, 0.002 cents per kWh for the Medium General Service class, 0.002 cents per kWh for·the 
Large General Service class, and 0.002 cents per kWh for the Lighting class, excluding the 
regulatory fee. 

12. The appropriate North Carolina retail prospective billing period expenses amounted 
to a total of$1,540,891,,excluding the regulatory fee. The appropriate prospective billing period 
expenses for use in this proceeding are $676,527 for the Residential class, $78,360 for the Small 
General Service class, $426,486 for the-Medium ·General Service class, $347,277 for the Large 
General Service class, and $12,242 for the Lighting class. 

13. The appropriate monthly,prospective CPRE Rider rates to be charged to customers 
are 0.005 cents per kWh for the Residential class, 0;005 cents per kWh for the Small General 
S~rvice class, 0.005 cents per kWh for the Medium General Service class, 0.004 cents per kWh 
for the Large General Service class, and 0.003 cents per kWh for the Lighting class, excluding the 
regulatory fee. 

14. The appropriate combined monthly EMF and CPRE Rider rates to be collected 
during the billing period are 0.007 cents per kWh for the Residential class, 0.007 cents per kWh 
for the Small General Service class, 0:007 cents per kWh for the Medium General Service class, 
0.006 cents per kWh for the Large General Service class, and 0.005 cents per kWh for the Lighting 
class, excluding the regulatory fee. 

15. The increase ,in costs the Company proposes to recover With its proposed EMF and 
CPRE Riders is within the limit established in N.C.G.S. § 62-1 I 0.8. 

16. DEP is reasonably and prudently implementing the CPRE Program requirements 
ofN.C.G.S. § 62-110.8. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. I 

This finding of fact is essentially infonnational, procedural, and jurisdictional in nature and 
is uncontroverted. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 2 

The evidence for this finding of fact is contained in.the testimony and exhibits of Company 
witnesses Sykes and Cathcart. 
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Witness Sykes testified that N.C.G.S. § 62-1 I0.8 provides that an electric public utility 
shall be authorized to recover the costs of all purchases of energy, capacity, and environmental 
and renewable attributes from third-party renewable energy facilities and to recover the authorized 
revenue of any utility-owned assets that are procured through an annual rider approved by the 
Commission and reviewed annually. Commission Rule R8-7 I prescribes that, unless otherwise 
ordered by'the·Commission, the test period for each electric public·utility shall be the same as its 
test period for purposes of Rule R8-55. The test period for purposes of Rule R8-55 is the 12 months 
ending-March 31. Witness Sykes testified that for the purposes of this proceeding, DEP's proposed 
rider includes both an EMF component to recover DEP's costs incurred during the test period as 
well as a component to collect costs forecasted to be incurred during the prospective 12-month 
period over which the proposed Rider CPRE will be in effect. 

Witness Cathcart- testified, however, that the Commission approved a modification to the 
Company's test period to be the 32-month period ending March 31, 2020, in its August 30, 2019 
Order Cancelling Public Hearing, Approving Proposed Accounting Treatment, Authorizing 
Extended Test Period, and Approving 2018 CPRE Compliance Report in Docket No. E-2, 
Sub 1208. 

Therefore, the .Company's proposed test period in the proceeding is the 32 months 
beginning on August I, 2017, and ending on March 31, 2020, and the billing period for Rider 
CPREis the 12 months beginning on December I, 2020, and ending on November 30, 2021. 

TI1e test period and the billing period proposed by DEP were not-challenged-by any party. 
Based on the foregoing, the Commission concludes the Company used the appropriate test period 
and billing period for this first Rider CPRE filing. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 34 

The evidence ·for these findings of Fact is contained in the testimony and, exhibits of 
Company witnesses Sykes and' Cathcart· and the testimony and exhibits of Public Staff witnesses 
Thomas and Boswell. 

On Exhibit No. 2, Company witness Sykes set forth the per books (system-level) 
implementation charges of $1,200,707 incurred by the Company to establish the CPRE Program 
and the amount of under-collection for purposes of the EMF. Company witness Cathcart testified 
regarding the Company's actions to implement the CPRE Program and to comply with the 
CPRE Program requirements ofN.C.G.S. § 62-1 I0.8, as described in the Company's 2019 CPRE 
Compliance Report, The Commission takes judicinl notice of the Company's compliance report 
for calendar year 2018 as filed in Docket No. E-2, Sub 1208. Of the per books test period 
implementation charges, $733,398 was allocated to the North-Carolina retail jurisdiction based on 
a composite allocation factor calculated as the weighted average of the capacity and energy 
components of purchased power. 
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The testimony of Public Staff witness 11,omas attested to the system-level expenses sought 
for recovery during the test period. Witness Thomas did not recommend any adjustments to the 
system-level expenses or any adjustment to the allocation ofsystem-basis,test period charges to 
the North Carolina retail jurisdiction based on.the composite allocation factor described above. 

The testimony of Public Staff witness Boswell describes pro~durcs taken by the Public 
Staff to evaluate whether lhe Company properly determined its per books CPRE Program costs 
and revenues during the tCSt period. Witness Boswell did not recommend any adjustments to the 
per books costs. 

No party challenged the prudency of the per books amount of$1,200,707. Further, no party 
challenged the,compositc allocation factor used to allocate system-level test period charges to the 
North Carolina retail jurisdiction. 

The Commission concludes the $1,200,707 per books (system-level) costs incurred by the 
Company during the.test period to implement the CPRE Program were.reasonably and prudently 
incurred. Further, the Commission concludes the $733,398 oftest period charges allocated to the 
North. Carolina retail jurisdiction is appropriate to be recovered by the Company. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5 

The evidence for this finding of fact is contained in the supplemental testimony and 
exhibits of Company witness Sykes and the testimony of Public Staff witnesses Thomas 
and Boswell. 

In his Revised Exhibit Nos. 3 and 4, DEP wjtness Sykes provided DEP's North Carolina 
retail jurisdictional allocation factor. for CPRE Program implementation·chargeS as 61.08%, which 
is the composite allocation factor based on the weighted average of capacity and energy .purchases 
for purchased power-costs. 

Public·Staffwitnesses Thomas and Boswell each note the use of this composite allocation 
factor approach in their separate testimonies. 

No other party presented evidence on the appropriateness of the North Carolina retail 
jurisdictional allocation factor as the composite allocation factor. 

The Commission concludes the composite allocation factor of 61.08% used to allocate 
CPRE Program implementation charges to the North Carolina retail jurisdiction is appropriate for 
use in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 6 

The evidence supporting this finding of fact is contained in the testimony and exhibits of 
DEP witness Sykes and Public Staff witness Boswell. 
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In his Revised Exhibit No. 4, DEP witness Sykes provided DEP's normalized North 
Carolina retail sales for EMF purposes of 16,191,429 MWh for the Resid_ential class, 
1,939,476.MWh for the Small General Service.class, 10,847,985 MWh for the.Medium General 
Service class, 8,524,536 MWh for the Large General Service class, and 349,444 MWh for the 
Lighting class. 

Public Staff witness Boswell-noted these values in her testimony and stated that she did not 
propose-any adjustments to the-test period sales amounts used in this proceediiig. 

No other party presented evidence on the appropriateness. of test period• North Carolina 
retail sales. 

The Commission conclud~s that the test period North Carolina retaiJ. MWh·sales proposed 
by the Company and agreed to by the Public Staff for purposes of calculating the EMF billing 
factors are appropriate for use in this proceeding: 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 7-8 

The evidence supporting these findings of fact is.contained in the testimony and exhibits 
of Company witness Sykes and Public Staff witness Thomas. 

DEP witness Sykes presented in his Exhibit No. 2 and Revised Exhibit No. 3 DEP's 
projected CPRE P_rogram costs in the billing,period-and the.allocation of those costs to the North 
Carolina retail jurisdiction and the North-Carolina retail customer classes. The Company used the 
2019 production-plant- allocation factor of 60.07% for capacity costs and the projected billing 
period sales jurisdictional allocation factor of 61.35% for energy costs for its allocation -of 
CPRE;Program purchased power costs. 

Public Staff witness Thomas stated that the Public Staff investigated DEP's estimation of 
system-level billing period costs and found them generally reasonable. Witness Thomas further 
stated that"the Company's estimation of total energy production for each CPRE facility is based 
on one generie output profile for solar-only facilities and that the Company used the actual bid 
prices from,each project's Power Purchase Agreement to estimate total costs. 

Witness Thomas further testified that the Company requests to recover from its North 
Car6lina retail ,customers its capacity costs based upon its 2019 production plant jurisdictional 
allocation factor· of 60.07% and its energy costs based upon_ its projected billing period sales 
jurisdictional allocation factor of 61 .35%. The Public Staff did not take exception to the use of 
these. factors. The Public Staff also did pot oppose the use of the 2019 production plant allocators 
and energy sales, respectively, to allocate North Carolina retail jurisdictional capacity-and energy 
costs to the customer classes. 

Public Staff witness Thomas also addressed the Company's use ofa composite factor for 
allocating North Carolina retail implementation charges •to the North Carolina retail customer 
classes. The Public Staff did not take exception to the use of a composite allocation factor. 
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No other party presented evidence on the appropriateness of the Company's proposed 
billing period charges anticipated to be incurred or the allocation of these costs to the North 
Carolina retruljuiisdiction or customer classes; 

The Commission concludes tha_t .the Company's syste_m-level charges anticipated to be 
incurred during the billing period for purchased capacity·and energy and ongoing implementation 
costs is appropriate for use in this proceeding. The Commission further cohcludes that the use of 
60.07% for the capacity component and 61.35% for the energy component to allocate system-level 
CPRE Program purchased power costs to the North Carolina retail jurisdiction is,Oppropriate for 
use in•.this proceeding and that,the use of20l9 production plant and energy sales, respectively, to 
allocate North Carolina retail juriSdictional capacity and energy costs to the customer classes is 
appropriate for uSe in this proceeding. Further, the Commission concludes that the use of a 
composite factor for the allocation of North Carolina retail implementation costs- to the North 
Carolin·a retail customer classes is appropriate.for use in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9 

The evidence supporting this finding of fact. is contained in the testimony and Revised 
Exhibit No. 3 of Company witness Sykes and Public.Staff witness TI1omas. 

In his Revised Exhibit No. 3, DEP witness Sykes provided DEP's projected billing period 
sales of 16,171,290 MWh for the Residential class, I, 784,993 MWh for'the Small General Service 
class, 10,287,749 MWh for the Medium General Service class:, 9,128~353 MWh for' the Large 
General Service class, and 377,978 MWh for the Lighting class. Witness Sykes further testified 
that the Rider CPRE rate per customer class for puri:hased power is detennined by'dividing the 
sum of the billing period costs allocated to the class by the forecast billing period.MWh sales for 
the customer class. Similarly, the Rider CPRE rate per customer class,for implementation costs iS 
.determined by-dividing the swn of the billing-.period costs allocated to the class, using a composite 
allocation factor detennined in the purchased power calculation by the forecast. billing period 
MWh sales for the customer class. 

Public Staff-witness Thomas testified as to,the Company's request to recover capacity and 
energy· costs based upon its projected billing period sales. Public Staff witness Thomas did llot 
propose any adjustments to the projected billing period sales amotints.used in this proceeding. 

No other party presented evidence on the appropriateness of projected billing period North 
Carolina retail sales. 

The Commission concludes that the Company's projected billing period sales for North 
Carolina retail customer classes is as follows: 16,171,290 MWh for the Residential class, 
1,784,993 MWh for the Small General Service class, 10,287,749 MWh for the Medium General 
Servi~c class, 9,128,353 MWh for the Large General Service.class, and 377~978 MWh for the 
Lighting class. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 10-14 

The evidence supporting these findings of fact appears in DEP's Application, in the direct 
and supplement}( testimony and exhibits of DEP witness Sykes, and in the testimony of Public 
Staff witnesses Thomas and Boswell. 

Witness Sykes' revised exhibits show a total of $733,398 under-recovery of CPRE 
Program costs for the EMF period, the initial test period starting August 1, 2017, and ending 
Marc-h 31, 2020. The prospective CPRE Program costs for the billing,period, as Shown through 
witness Sykes' revised exhibits., amounted-to a total of $1,540;891. 

In supplemental testimony, witness Sykes revised the components of the proposed total 
CPRE Rate to be effective December I, 2020, and· to remain in effect for the 12-month .. billing 
period ending November 30, 2021, as follows, excluding the regulatory fee: 

DEP's Rider Request Filed on August 24, 2020 (cents per kWh) 

Customer Class EMF Rate· CPRE Rider TotolCPRE 
Rate Rate 

Residential 0.002', 0.005 0.007 

Small General Service 0.002 0.005 0:007 

Medium General Service 0.002 0.005 0.007 

Large General,Service 0.002 ,·/. tj 0.004 0.006 

Lighting 0.002 0.003 0.005 

Public Staffwitnesses·Thomas and Boswell testified that·they reviewed and,aJJalyzed the 
CPRE Program costs for which DEP has requested recovery in this proceeding and found them to 
be appropriate. 

Witness Boswell testified that the Public Staff's jnvestigation included procedures intended 
to evaluate whether the Company properly determined its per books CPRE Program 
implementation costs and revenues during the test period. She stated that these procedures ineluded 
a review of the Company's filing and other Company data provided·to the Public Staff. Witness 
Boswell testified that performing the Public Staff's investigation required the review of numerous 
responses.to written and verbal.data requests as well as discussions with the Company. 

The Commission finds the Company's propqscd rates just and reasonable for purposes of 
this proceeding. Based on the Commission's findings in this proceeding, it is appropriate that DEP 
file wit.ti the Commission EMF rates and CPRE Rider rates consistent with the rulings in this Order. 
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EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. IS 

The.evidence supporting this fi11ding of fact- is contained in the testimony and exhibits of 
Company witness Sykes and Public Staff witness Thomas. 

DEP witness Sykes testified that N.C.G.S. §_ 62-I 10.8(g) limits the annual increase in costs 
recoverable by an electric public utility to.(1 %),of the electric public utility's total North Carolina 
retail jurisdictional gross rev~nues for the preceding calendar year. Further, he testified that 
RUI R8-71 provides that "[t]he annual increase in the aggregate costs recovered uridcr 
N.C.G.S. § 62-l10.8(g) in any recovery period from,its North Carolina retail customers shall not 
exceed one percent (1 %) of the electric public utility's North-Carolina,retail jurisdictional gross 
revenues for the preceding calendar year as detennined as of December 31 of the previous calendar 
year." Witn~ss Sykes.testified that the increase'in aggregate costs DEP seeks to recover in this 
proceeding is less than.the statutory,maximum. 

Public; Staff witness Thomas similarly concluded that the costs the Company seeks to 
recover are less than· 1 % of DEP's total North Carolina retail jurisdictionaJ gross revenues 
for 2019. 

The Commission concludes that the costs the Company seeks to recover in this proceeding 
are not in.excess of the cost cap established by N.C.G.S. § 62-1 l0.8(g). 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 16 

The evidence supporting this finding of fact is contained in the direct testimony and 
exhibits of Company witness Cathcart, includiilg the 2019 CPRE Compliance Report. 

Witness Cathcart and the 2019 CPRE· Compliance Report detail the actions of the Company 
to implement the CPRE Program requirements of N.C.G.S. § 62-110.8. The 2019 CPRE 
Compliance· Report. describes the Company's efforts to implement ·the CPRE Program in 
collaboration with the Independent Administrator (IA). The IA's Final Report for Tranche 1 (Final 
Report) was included as Appendix A to the 2019 CPRE Compliance Report and provides 
substantial details· regarding the Tranche I process and outcome. The Company was ultimately 
able to proc1ire 2 projects totaling 85.72 MW at prices well below the avoided·cost cap, resulting 
in substantial projected savings to customers relative to avoided costs. 

The Final Report also.describes the Company's efforts, along with the lA, to identify areas 
of improvement for Tranche 2, and the 2019 CPRE Compliance Report provides further details 
regarding the-Company's plans for Tranche 2. The 2019 CPRE Compliance Report also includes 
all ofthe.infonnation required by Commission Rule R8-71(h), including a description of the CPRE 
Program solicitation undertaken by DEP during the reporting year, the avoided cost rates 
applicable to Tranche I, confinnation that a]l renewable energy resources procured through 
Tranche 1 were priced at or below avoided costs, certification by the·IA that aJI public utility and 
third-party proposal response$ were evaluated under the published CPRE Program methodOlogy 
and that all proposals were treated equitably in Tranche I during the reporting ,year. The 
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Commission takes judicial notice of the Company's compliance report for calendar year-2018 as 
filed in Docket No. E-2, Sub 1208. 

The Public Staff did not challenge lhe reasonableness and prudence of the Company!s 
implementation ·of the CPRE Program requirements of N.C.G.S. § 62-110.8. No olher party 
presented evidence on this·issue. 

Therefore, the Commission concludes that the Company is in compliance with and has 
reasonably and prudentJy·implemented the CPRE Program requirements ofN.C:G.S. § 62-1-10.8. 

IT IS, THEREFORE, ORDERED as follows: 

l. That DEP's request to establish a CPRE Rider is approved and that this rider shall 
remain in effect for a 12-month period beginning on December 1, 2020, and expiring on 
November 30, 2021; 

2. That DEP's request to establish an EMF Rider is approved and that'-this rider shall 
remain in effect for a 12-month period beginning on· December I, 2020, and expiring ori 
November 30, 2021; 

3. That DEP shall file the appropriate rat_e schedules and ride_rs with the-commission 
to implement the provisions of lhis Order and amounts approved herein, as soon as practic.ible, 
but not later than ten days after the date of this Order; 

4. That DEP shall work with the Public Staff.to prepare a notice,to customers of the 
rate changes ordered by the·Colllmission in this docket, as" W~ll as·in Docket Nos. E-2,. Subs 1250, 
1251 and 1253, and the Company shall file such notice for Commission approval as soon as 
practicable, but-not later than ten·days after lhe Commission issues orders ih all four.dockets; and 

5. That DEP's 2019 CPRE Compliance Report is hereby approved. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 30th day of November, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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DOCKET NO. E,2, SUB 1197 
DOCKET NO. E-7, SUB 1195 

In the Matter of 
Application by Duke Energy Carolinas, LLC, 
and Duke Energy Progress, LLC, for Approval 
of Proposed.Electric Transportation Pilot 

ORDER APPROVING 
ELECTRIC TRANSPORTATION 
PILOT, IN PART 

HEARD: 

BEFORE: 

Thursday, November 21, 2019, at 10:30 a.m., in Commission Hearing Room 2115, 
Dobbs Building, 430 North Salisbul)' Street, Raleigh, North Carolina 

Chair Charlotte A. Mitchell, Presiding; ,Commissioners ToNola D. Brown-Bland, 
Lyons Gray, Daniel G. Clodfelter, Kimberly W .. Duffiey, and Jeffrey A. Hughes 

APPEARANCES: 

For Duke Energy Carolinas, LLC, and Duke Energy Progress, LLC: 

Kendrick C-. Fentress, Associate General Counsel, Du~e Energy 'corporation, 
410 South Wilmington Street, NCRH 20/Post Office Box 1551, Raleigh, North 
Carolina 27602 

Robert W. Kaylor, LawOfficeofRobcrt-W.Kaylor, P.A., 353 East Six Forks Road, 
Suite 260, Raleigh, North Carolina 27609 

Dwight Allen, Allen Law Offices, PLI::.C, 1514 Glenwood Avenue, Suit~ 200, 
Raleigh, North Carolina 27612 

For North Carolina Sustainable Energy Association: 

Peter Ledford, Genera!-Counsel,.and Benjamin Smith, Regulatory Counsel, North 
Carolina Sustainable Energy Association, 4800 Six Forks Road, Si.lite 300, Raleigh, 
North Carolina 27609 

For North Carolina Justice Center and_ Southern Alliance for Clean Energy: 

Nick Jimertez., Southern· Environmental Law Center, 601 West Rosemary Street, 
Suite 220, Chapel Hill, North Carolina 27516 

For Sierra Club: 

Matthew D. Quinn, Lewis.& Roberts, PLLC, 3700 Glenwood Avenue; Suite 4 I 0, 
Raleigh, North Carolina 27612 
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For the Using and Consuming Public: 

Dianna Downey, Staff Attorney, 1 Public Staff -North Carolina Utilities 
Commission, 4326 Mail Service Center, Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: On March 29, 2019, Duke Energy Carolinas, LLC (DEC), and 
Duke Energy Progress, LLC (DEP; collectively, Duke or the Companies), filed an application in 
the above-captioned dockets pursuant to N.C. Gen. Stat.§ 62-140 and various Commission rules 
requesting approval of Duke's proposed electric transportation pilot (ET Pilot). 

On April 4, 2019, the· Commission issued an order requesting comments and reply 
comments on Duke's proposal. Petitions to intervene were filed by and granted for the North 
Carolina Sustainable Energy Association (NCSEA), Sierra Club, ChargePoint, Inc. (ChargePoint), 
Environmental Defense Fund (EDF), North Carolina Clean Energy Business Alliance (NCCEBA), 
Zcco Systems, lnc. d/b/a Greenlots (Greenlots), and jointly Southern Alliance for Clean Energy 
and the North Carolina Justice Center (SACE/NCJC). The intervention and participation by the 
Public Stalfis recognized pursuant to N.C.G.S. § 62-15(d) and Commission Rule Rl-19(e). 

On or before July 5, 2019, initial comments were filed by NCCEBA, SACE/NCJC, 
ChargePoint, EDF, Grcenlots, NCSEA, Sierra Club, and the Public Staff. Reply comments were 
filed by Duke, EDF, ChargePoint, Greenlots, SACE/NCJC, and Sierra Club. In addition,. the 
Commission received over 30 consumer Statements of position, most of which expressed support 
for the proposed ET Pilot. 

By orders issued October 25, 2019 and November 1, 2019, the Commission scheduled a 
hearing in this matter and notified parties of the topics bbe'\1ddrcssed. On November 21, 2019, 
the Commission held a hearing to obtain additional information on the public interest and 
ratemaking implications of Duke's proposed ET Pilot. 

On Uecember 17, 2019, the Commission issued an order requesting proposed orders from 
the parties. On February 28, 2020, proposed orders were filed by Duke, the Public Staff, Greenlots, 
and jointly by SACE, NCJC, EDF, and Sierra Club. ln addition, Duke and ChargePoint filed a 
Settlement Agreement. 

On April 24, 2020, Greenlots filed a motion requesting that the Commission allow parties 
to file comments and reply comments on the Settlement Agreement. 

On May 5, 2020, ChargePoint and Duke filed separate responses in opposition to 
Greenlots' motion. 

Ori June 3, 2020, the Commission issued an order denying Greenlots's motion· to allow 
comments-and reply comments on the Settlement Agreement. 

1 Ms. Downey was subsequently named Chief Counsel of lhc Public Starr. 
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SUMMARY OF APPLICATION 

Duke states that in 2011 the Commission first approved DEC's request to conduct a plug-in 
electric vehicle (EV) charging station load research study pursuant to which DEC provided 
EV charging stations with up to $1,000 of installation fees to 150 residential customers who bought 
or leased a plug-in EV in DEC's service area. Order Approving Study, Application by Duke Energy 
Carolinas, LLC, for Approval of Proposed Study on the Impact of Charging Plug-in Electric 
Vehicles on the Grid, No. E-7, Sub 969, (N.C.U.C. Mar. 22, 2011). DEC initiatedJhe study with 
the objective of collecting data about its customers' EV charging behaviors for a two-year period 
to better understand the impact that charging EVs would have on power demand, transformers, 
cabling, and other infrastructure. By the conclusion of the study period, explains Duke, DEC had 
developed a baseline understanding of resideniial customer light-duty EV charging behavior, 
average energy consumption of EV charging, and average purchase and installation costs of early 
market electric vehicle supply equipmeQt (EVSE). Duke further slates that since the conclusion of 
the study the EV market has grown and evolved as more·EV models have·become available. Duke 
posits that EV adoption has·occurrcd at more than twice the rate of traditional hybrids and that the 
EV market in North Carolina has increased significantly, with a compound annual growth rate of 
39% since 2011. Further, Duke notes that in 2017, 2,055 passenger EVs were registered in North 
Carolina, and in August 2018, EVs made up 1.1% of North Carolina's light-duty vehicle market. 
Additionally, Duke explains, EV technology has advanced significantly since DEC conducted the 
initial study. For exwnplc, EVs now contain larger batteries, charge at higher power levels, and 
have expanded to multiple. market segments not previously offered. Duke notes that forecasts 
indicate the future adoption of passenger EVs in North Carolina will range from 3% to 8% of 
light-duty vehicle stock by 2025, depending on several influencing factors, including: a) vehicle 
availability, b) infrastructure availability, and c) state and local EV polfoies. 

Duke takes the position that more investment in EV charging infrastructtire will accelerate 
EV adoption in the state, consistent with the intent of certain slate policies, such as those set forth 
in Executive Order No. 80 issued by Governor Roy•Cooper on October 29, 2018 (EO 80), as well 
as with the fast-developing EV market To that'end, Duke has.conducted research to demonstrate 
the potential benefits to the electric system and to customers of increased EV adoption and the 
potential for utility-managed charging to·enhance those benefits. Duke explains that it designed 
the proposed ET Pilot to determine best practices for realizing significant potential benefits of 
increased electric transportation· adoption in North Carolina, including the long-term potential for 
downward rate pressure, retaining fuel cost savings in North Carolina, reducing vehicle emissions, 
and improving air quality. 

Description or the ET Pilot 

The ET Pilot consists-of Seven programs to be in effect over a three-year period addressing 
three areas of concern: EV charging management, transit electrification, and public charging 
expansion. For EV charging management, Duke proposes the residential EV charging program 
and the fleet EV charging program. For transit electrification, Duke proposes the EV school bus 
charging program and the EV transit bus charging program. For publi_c·charging expansion, Duke 
proposes the multifamily dwelling charging station program, the public Level 2 charging station 
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program, and the direct current fast charging station prcigrnm. Duke attached proposed tariffs for 
each of the programs to•its application. 

EV Cflarging Management 

a Residential EV Charging: Designed to evaluate,whether provi~ing a rebate to support 
the installation of EVSE encourages EV adoption and to establish. procedures to 
detennine the value and viability of utility-managed charging. The program provides a 
rebate of $1,000'for up to 500 DEC and 300 DEP residential customers in e_xchange for 
participation in ,the program, which will include transmission of charging load data to 
the utility as well as.utility management of home charging during defined hours. 

• Fleet EV Charging: Designed to support the installation of EVSE for.public and private 
entity fleets; to·encourage the use ofEY fleets, and to collect·utilization characteristics 
of EV ,fleet charging behavior for a variety of EV types and weight classes to better 
understand potential grid and utility impacts of this EV market segment. The program 
provides a $2,500 rebate to commercial and induslrial customers that operate fleet 
vehicles. Participating customers must install all EVSE behind a-separate meter taking 
service on an available commercial time-of-use (TOU) rate. DEC will offer no more 
than 500.total EVSErebates, and DEP will offer no more than 400 total EVSE rebates. 

Tra11sit'E/ectrijication 

0 EV School Bus Charging: Designed to facilitate the·replacemcnt of older diesel school 
buses with zero-emission -school buses in public.'·school transportation Systems, the 
installation of EVSE to facilitate market adcil)tiOn, and the collection of data on 
utilization and other load characteristics to understand grid and utility impacts and 
explore the potential for bidirectional power flow from EV school bus (EVSB) 
batteries. Under this program DEC and DEP seek to aid in the deployment of 
approximately 55 and _30 electric school buses, respectively, by funding up to 
$215,000 per bus on a first-come, first-served basis to school districts willing- to 
purchase an electric school bus with bidirectional power flow capabilities. Participating 
customers will allow access to all vehicle charging data and perform testing of charging 
load management and bidirectional charging capabilities. By testing the bidirectional 
capabilities of an EVSB, the school bus battery will operate as a grid asset, and Duke 
will retain the right to repurpose the EVSB battery ·after its useful vehicle life as a 
second-life storage asset. 

• EV Transit B~s Charging. Designed to support EV transit bus (EVTB) adoption and to 
collect data on utilization and·other load characteristics to understand potentiaLgrid and 
utility impacts. DEP _and DEC will install and own qualifying EVSE selected by- the 
transit agency. In DEC 60 stations would be eligible for funding, and in DEP45 stations 
would b_e eligible for funding. 
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Public Charging Expa11si_o,1 

• Multifamily Dwelling Charging: Designed to provide access to residential charging for 
residents of multifamily dwellings;-DEC and DEP will install, own, and operate Level 2 
(L2) EVSE and collect a charging fee based on the marginal energy component cif the 
applicable utility's currently approved "Small General Service schedule, plus 
$0.02/kiloWatt.;.hour (kWh) to cover network platfonn and transaction fees. Duke 
proposes to·deploy 100.stations i_n DEC's service territory and 60 station~ in DEP's. 
DEC and DEP will offer-multiple brands ofEVSE hardware from which the site host 
can select. 

• Public Level 2 .Charging: Designed to p_rovide a ba~ level of destinati9n charging for 
drivers in DEC's and DEP's service territories. DEC and DEP will install, own, and 
operate L2 -EVSE and collect a charging fee based on the marginal energy component 
of.the applicable utility's• currently approved Small General Service schedule, plus 
$0.02/k:Wh to cover network platform and transaction fees. Duke proposes to deploy 
I 00 stations in DEC's service territory and 60·stations in· DEP's. 

• Direct Current Fast Charging (DCFC): Designed to deploy a foundational level offast 
charging infrastructure to facilitate long-distance· travel throughout. the service 
territories. DEC. intends·to install, own, and operate a network of up to 70 fast chargers 
across approximatcly'35 individ\lal locations in its service territory, and 0EP intends 
to install, own, and operate a network-of up to 50 fast chargers across.approximately 
25 individual locations in its service territory. Stations will include charging equipment 
with electrical demand· requirements of 100 kW or greater. 

Program Costs 

Over the proposed three years of .the Pilot, DEC's estimated cost for the ET Pilot is 
$45,580,250, and DEP's estimated cost .is $30,438,250. Duke provided the following cost 
breakdown per utility, per program. 

DEC DEP 
Residential Rebate $1,175,000 $705,000 
C&I Fleet Rebate $1,925,000 $1,540,000 
EV School Bus $11,981,750 $6,535,500 
EV Transit Bus $4,671;000 $3,503;250 
Multifamily L2 $1,285,000 $771,000 
Public L2 $1,285,000 $771,000 
DC Fast Charge Network $20,107,500 $14,362,500 
Education and Outreach $2,025,000 $1,350,000 
OngoingO&M $1,125,000 $900,000 
Utility Total $45,580,250 $30,438,250 
Combined Total $76,01s;soo 

794 



ELECTRIC -TARIFF 

Although the application does not seek cost recovery for the ET Pilot, the Companies state 
that DEC and DEP intend to seek to recover the costs of the ET Pilot programs through, their 
respective base rates. 

SUMMARY OF COMMENTS, TESTIMONY, AND SETTLEMENT 

Initial Comments 

Public Staff 

The Public Staff conducted a detailed investigation of the application and DEC's and 
DEP's responses to numerous data requests, as well as a review of pilot programs of other electric 
utilities and discussions with other ·stakeholders and state agencies from in and Outside North 
Caroliria. As a result of this investigation the Pilblic Staff concludes that the proposed ET Pilot 
does not meet the parameters of a pilot in which DEC and DEP would undertake a proof-of-concept 
through a scalable pi'oject. The Public Staff concludes that DEC and DEP have failed to 
demonstrate that the estimated cost of lhe ET Pilot is necessary lo learn more about serving current 
and future EV load. The Public Staff notes that the Companies and their affiliates have conducted 
similar p_rograrns both in North Carolina and in other jurisdictions, and the Public Staff takes the 
position that DEC and DEP have provided no evidence demonstrating that North Carolina 
customers are sufficiently unique to justify another pilot program or that the results of previous or 
ongoing pilot projects and other publicly available industry data are insufficient to meet Duke's 
needs; The Public Staff takes the position that DEC and DEP are requesting preapproval of 
infrastructure investments associated with electric transportation that would be funded by 
customers and notes that absent a certification requirement, the Commission generally does not 
preapprove utility capital investments. Ultimately, the..,Pllblic Staff recommends that the 
Commission deny the application; 

Wiih respect to the scope of the ET Pilot, the. Public Staff takes the position that the 
ET Pilot is designed to obtain infrastructure-related-data that is likely alreo.dy publicly available, 
or will be available within .the next 12 to 18 months, from other utilities and juris_dictions. That 
data includes load patterns related to EV charging, the impact ·of managed charging. and how 
managed charging can shape load patterns and customer charging behavior. Additionally, the 
Public Staff notes that because EV-related loads are not weather sensitive, load shapes experienced 
by other utilities (residential ·and nonresidential) should be indicative of the·load shapes Of North 
Carolina consumers. The Public Staff concludes that there is no reason to believe that the results 
of a North Carolina pilot would find otherwise. The Public Staff also believes that any EV-related 
tariffs develof!ed by,other utilities would likely be adaptable in North Carolina. In short, the Public 
Staff concludes that.there is no reason to duplicate those efforts here by approving the ET·Pilot. 

The Public Staff suggests that only the Residential EV Charging and Fleet EV Charging 
programs arguably qualify as pilots, but there are critical omissions from those programs that 
would support such a finding. The Public Staff notes that while the Residential EV Charging 
program would evaluate active managed ,charging,·via onboard load control capabilities. in the 
second year, the program does not evaluate passive managed charging.through experimental rate 
designs and other mechanisms. The Public- Staff notes that any pilot project should explore the 

795 



ELECTRIC -TARIFF 

vast array of mechanisms tO detennine what drives, and does.not drive, customer behavior. The 
Public Staff noies that the Fleet EV Charging program is siiii.ilarly lacking in experimental ,rate 
designs and that the inclusion of various experimentaJ rate designs and other mechanisms would 
render these programs more characteristic of a pilot. 

The Public Staff takes the position that the various public charging station programs are 
merely capital projects and that no unique learning opportunities arise out of the construction of 
charging stations across the state, esp~cially given the cost. 

With respect to evaluation and metrics, the Publi~ Staff notes that the value of a pilot 
project is to allow a utility to test a·concept at·a smaller scale without-incurring significant costs 
that ultimately would be borne by customers. A pilot must have clearly defined objectives 'and 
goals that would define success (or failure) andjl.lstify (or not) a broader, permanent program. The 
Public Staff concludes that the ET Pilot ccinlains qo objectives, metrics, goals, or other means of 
evaluating whether the programs are a success or failure. 

With respect to the cost-benefit analysis filed by DEC and DEP in support of the 
application, the Public Staff notes the similarity to other cost-benefit studies conducted by the same 
author for other utilities in other jurisdictions, including Duke Energy Florida, LLC (DEF). 
Overall, the Public Staff believes these studies to be reasonable attempts at quantifying the benefits 
and costs of EV adoption at various levels-in a general sense. HOwever,.the Public Staff identifies 
several concerns with the study, including the use ofa more carbon-intensive generation portfolio 
than DEC and DEP anticipate in their IRPs when estimating typical emissions per' kWh of 
electricity as well as the high degree-of uncertainty in the projections of EV J)enelration beyond 
2025. Ultimately, the Public Staff takes .the position _that the Commission should give limited 
weight to the study. The Public Staff points out, though, that the cost-benefit analysis was not 
intended to provide a template for a cost-benefit arialysis_· for each of the individual programs in 
the ET.Pilot and that DEC and DEP have not conducted cost-benefitana_lyses for the individual 
programs. The Public Staff notes that individual prograrh cost-benefit analyses should be 
performed to ensure that spending on any individual program is cost-•beneficial. 

NCSEA 

NCSEA supports the deployment ofEVs and charging infrastructure but cautions that such 
investment should be made,in a way that support~ all market participants. NCSEA requests-that 
the CommiSsion open a stand-alone proceeding to examine the issue and determine the goals of 
deploying EV charging infrastructure. NCSEA further requests ·that the Commission deny the 
Companies' petition to make,.Capital investments for EV infrastructure and, instead, direct Duke 
to develop and propose an EV "make-ready" program. 

NCSEA disagrees with the Companies' assertion that the ET Pilot would allow the 
Compariies to install a foundational level of charging stations in North Carolina and states that 
through data requests Duke provided conflicting information on whether the-Companies will be 
providing a significant number of the total stations rteeded to support EV demand and the goals of 
EO 80. According to NCSEA, this results from Duke's confusing plugs with stations, ignoring 
already expanding· EV infrastructure in the state, and excluding Tesla stations from its analysis, all 
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ofwhich:NCSEA.deems improper. NCSEA opines that through the ET Pilot-the Companies will 
serve roughly two-thirds of the EV market. 

NCSEA expresses concerns that Duke's knowledge of the grid is more problematic than 
the Companies acknowledge with re.speCt to the development of the market. Rather than using 
Customer Site .Investigations; NCSEA argues that the ·Companies should not proceed with the 
ET Pilot until they can more economicall)' evaluate potential sites using integrated distribution 
planning or hosting capacity maps. Further, NCSEA is concerned that the Companies' knowledge 
of the grid could be used to monopolize the market for EV infrastructure. Essentially, NCSEA 
believes that the Companies' knowledge of Where expensive upgrades would-be required would 
cause Duke not to use those sites and to leave the expensive sites for potential competitors. 

NCSEA also questions the Companies' focus on the DCFC.market as opposed to Level 2 
plugs and hybrid gas/electric vehicles. NCSEA states that the DCFC plugs are not. currently 
compatible with demand-side management methods like Level 2 plugs and could increase load, 
which would require more peaking generation capacity. 

NCSEA agrees with the Companies' goal to.provide underserved communities with access 
to charging-stations but questions whether the Companies' proposal facilitates the achievement of 
that commitment. 

NCSEA disagrees with ·the Companies' proposal to recover some of its EV costs through 
-base rates while competing providers will have to rely solely on their EV customers. NCSEA 
argues that this proposal amounts to prohibited single-issue ratemaking outside the context of a 
general rate case._ NCS_EA advocates for a make-ready P,.rogram in which the. Companies would 
provide infrastructure.to the.point where a charging statiOn cOuld be.installed by another provider. 
NCSEA argues this would be·consistent with the Companies' line extension policies approved by 
the Commission. 

NCSEA is not opposed to the rebates in the Companies' proposal but requests that the 
rebates be decreased from $1,000 to $500. As to rate design, NCSEA opposes the Companies' 
proposed TOU rate and suggests the Companies should develop EV-specific tariffs.including no 
demand charge, a fixed charge relating to customer-specific costs, and a time-varying energy rate. 

NCSEA opposes the first-come, first-served basis of the EV School Bus and EV Transit 
Bus programs; arguillg that would benefit wealthier counties and cities that would use up the 
rebates before· poorer areas are able- to participate. NCSEA suggests that the Commission 
implement some-"seoring criteria" to ensure the rebates are given equitably across the State. 

Lastly, NCSEA asks the Commissioh to require the Companies to hire a third party to 
market the program and increase.reporting to.the Commission. 
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NCCEBA 

NCCEBA opposes the proposed ET Pilot, talcing the position that the proposal will have a 
substantial and deleterious effect on the EV charging market in-North Carolina. NCCEBA asserts 
that the Companies' entry into the market will create an encroachment of monopoly activity into 
a growing competitive market. Further, NCCEBA states that the Companies will control 25% of 
Level 2 charging stations and 50% of' DCFC stations. NCCEBA also disagrees with the 
Companies' view of the EV market and takes the position that the EV market is currently 
expanding-quickly enough to meet market needs. 

SACEINCJC 

SACFJNCJC gen~rally support the Companies' proposed ET Pilot, recognizing many 
p6sitive impacts of EVs, including lower· cost, -downward pressure on electric rates, and 
environmental benefits. SACF.INCJC also nOte impediments to EV adoption, including costs of 
EVs and general lack of knowledge. SACFJNCJC suggest the following modifications to. t~e 
ET Pilot: 1.) strengthen the reporting requirements to require quarterly reports and concrete delails 
to enable analysis; 2) establish a stakeholder advisory council to help .the Commission oversee 
aspects of the ET Pilot; 3) allocate a certain number of EV charging stations to disadvantaged 
comm·unities; 4) •increase funding for EVSB and· EVTB. in lower-income school districts and 
communities; and 5) develop EV rates to send clear price signals to customers to encourage 
charging during off-peak times of day, rcducing_the costs of charging EVs and reducing the need 
for new load to meet demand. 

Finally, SACE/NCJC state that utilities have an· important role to play in the emerging 
EV market. However, the organizations support a competitive·market for charging infrastructure 
and may not support utility ownership and operation of EV charging stations in the future. 

Greenlots 

Greenlots-supports the ET Pilot and encourages the Commission to approve the ET Pilot 
.as proposed. Greenlots opines that the proposal is an example of needed, prudent, and targeted 
utility investment that will have a significant impact in accelerating the growth of the-EV market 
and meeting the.greenhouse emission goals ofEO 80. According to Greenlots, EV adoption faces 
several impediments in the state, including a lack of fast charging stations and ·general charging 
infrastructure, mostly notably public charging stations, and that this leads to a lack of adoption due 
to what Greenlots called "range anxiety." Greenlots also lists a number of benefits to be derived 
from EV-deployment, including,cost savings, as well as improvements in the environment, general 
health, energy security, and· grid resilience. Greenlots expresses disi,tppointment that the proposal 
is only pilot scale and not program scale. 
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In addition., Greenlots does not agree iliat the ET Pilot will hinder the development of a 
competitive market. Rather, Grccnlots COntends that the ET Pilot will support the gn?wth of the 
competitive market'by growing-the EV market as a whole and, therefore, increasing.the demand' 
for additional charging stations in the marketplace. Moreover, Greenlots States·that drivers adop_t 
EV technology due to the availability of charging stations, not necessarily the number of different 
providers and price. 

EDF 

EDF ·expresses support for the ET Pilot and the Companies' commibnent to expanding the 
EV market as outlined in EO 80. EDF suggests several changes to the programs included in the 
ET Pilot, as.follows: 1) the inclusion of on-bill financiing for the purchase ofEVSB and EVTB in 
which financing of.those buses would be included on the transit agency or the school district's bill; 
2) the inclusion of bill protection to protect participants from potentially dram.,itiC and unexpected 
higher demand charges from higher usage Lha.t col.lid move the customer into a higher rate class;· 
3) multiple rate designs, including those that incentivize charging during off-peak periods, and 
tariffs that are volumetric and offer different structures Lha.t:include a demand'charge; and 4) .the 
establishment Of a working group to further study how to remove.barriers.to EV adoption. 

Sierra,C/uh 

Sierra Club expresses general support for the· ET Pilot but suggests the following 
modifications: I) the Companies.should clarify their data collection plan, issue quarterly reports, 
and establish a stakeholder advisory process; 2) the Companies sh·ould use data-from the residential 
EVchargingprogramto develop EV-specific TOU rates; 3)_the Companies should clarify the types 
of Vehicles eligible for the prograin and whether single e"ntiiies can receive multiple rebates; 4) the 
Companies should evajuate Qptions to incentivize off-peak charging- for m~ltifamily dwelling 
units; S) the Companies should report prices charged to EV -drivers at DCFC locations and 
co-locate. DCFC stations with Level 2 stations; and 6) the Companies should develop ,additional 
solutions for,clean transportation access-for low- and.moderate-income communities. 

ChargePoint 

ChargePoint opposes certain components of the ET Pilot and takes the position that several 
components will delay the development of a long-tenn, sustainable competitiye. market. 
ChargePoint outlines three models for utility investment in EV infrastructure: I) ownership by the 
utility_; 2) make-ready; and 3)· rebate-based. ChargePoint contends that the focus of -utility 
investment should be to foster aiid support the existing competitive market, spur EV adoption, and 
support further development of the competitive market. According. to ChargePoint, the 
Commission-should consider the variety of technologies available,. the degree to which site hosts 
can make choices·about operating. and-the impact of spurring private investment alongside utility 
customer. funds. 

GhargePoint further·maintains that the' lack of choice for participating customers.among 
EV•chariing networks and not allowing-participating customers to operate EV Charging stations 
on their own property would adversely impact the existing competitive EV charging market It 
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agrees that an increase in EV charging infrastructure is n_eeded but opines that such does not require 
the utility to bypass the·existing-market and local site hosts by·owning and operating the charging 
stations. ChargePoint asserts that the ET Pilot would allow Duke to position itSelf to occupy a 
substantial position in the developing EV charging market, particularly with the DCFC program. 

ChargePoint advocatesJor-certain amendments to the ET Pilot.programs, including using 
multiple charging networks and equipment vendors to reinforce competition and provide consumer 
choice and enabling site hosts under all offerings to operate charging stations and determine prices 
to drivers. Finally, ChargePoint advocates for ·-the Commission to consider alternative utility 
investment models such as rebates,and make-ready programs. 

Reply Comments 

Duke 

Duke focuses its reply comments on the followiti.g: 1) the.alignment of the ET Pilot with 
EO 80, 2) the broad support of the pilot from stakeholdel'!> and intervenors, and 3) the contention 
that the proposal is ~ppropriately framed as a pilot so Duke can prepare for increased EV usage. 
Duke contends that contrary to NCSEA's and NCCEBA's assertions, Duke's efforts to develop a 
program that will support EV adoption across the state.can benefit potential· market-entrants by 
jumpstarting the market. Further,, Duke asserts that the Public: Staff's 'opposition is based on 
overrelian~ on traditiotial ratemaking concepts. that ignores the realities of a changing 
environment and is based on fonn over substance. In re1,ponse .to criticisms regarding lack of 
metrics or standards for evaluating .the programs, Duke agrees to commit to an evaluation, 
measurement, and verification (EM&V) analysis of the impact of all .segme_nts of the ET Pilot to 
ensure that the goals of the pilot are niet and to engage an- expert in how the programs can be 
evaluated. Duke asserts that its proposal·is notsirriply an effort to seek preapproval of cost recovery 
for the -investments and expenses that ,it expects to incur but acknowledges that it wilt seek to 
recover its prudently incurred costs in a general'rate case proceeding. Firially, given the concerns 
raised over the size and scope of the proposal, Duke offers to remove the multifamily charging 
stations and the public L2 charging stations from the ET Pilot, resulting in a decrease of 
approximately $4.1 million from the·overall cost, and indicates a willingness to reduce the rebate 
forthe·Residential EV Charging Program from $1,000 to $500, 

SACEINCJC 

SACE/NCJC reiterate their support for the ET Pilot with their previously requested 
modifications. They also disagree with the Public Staff that sufficient infonnation will be publicly 
available without the ET Pilot and opine that infonnation made availabl~ from the experience of 
other jurisdictions or other publicly available information will not be tailored to the Compariies' 
customers and service territory. Finally, SACE/NCJC take the position_ that an independent EM&V 
process should be-required and included in the·cost of the ET Pilot. -
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Sierra Club 

Sierra Club d_isagrees with the PuQliq Starrs position- that the ET Pilot is unnecessary 
because publicly available data either.exists or will exist and-contends that there are state-specific 
variations in the EV market, housing stock, customer demand, and utility operations. In addition, 
Sierra.,Club questions the Public Staffs position. that other states -that have initiated pilots will 
provide enough infonnation for North Carolina's needs. Indeed, Sierra Club contends that the 
opposite is true and that the number of states initiating pilots shows the necessity of state-specific 
data. Finally, Sierra Club reiterates its recommendation for increased reporting ofinfonnation. 

Cl,argePoint 

ChargePoint agrees with the positions stated by the Public Staff, NCSEA, and NCCEBA. 
Moreover, ChargePoint notes-that-SACE/NCJC:admit that the ET Pilot would-give the Companies 
a substantial stake in.the EV charging market, incli.Jding owning a majority of the DCFC stations. 

Greenlots 

Greenlots repeats its strong support for the ET Pilot, without delay, contending delaying or 
not providing drivers with these resou·rees and more.charging options would actually compound 
the 'fragile market conditions that parties advocating for delay critique. According to Green lots, 
the private EV.charging marketplace alone cannot adequately meet North Carolina's transportation 
electrification and· emissions goals, let alone achieve market transfonnatiOn or maximize future 
growth and associated benefits. In addition,.Greenlots·opines that there is a market void stemming 
largely·from the fact that private equity funded developmeptofien requires rapid and high_retums 
on investment that can be at odds with capital investments.such as public EYSE. Additionally~ 
,Greenlots states that private market EVSE devClopment'·and utility EYSE development is ·not a 
zero-sum game, as there can be an additive nature of utility investment. Greenlots encourages 
Duke and the Commission to consider ways in which the ET Pilot can be enhanced to incorporate 
and-evaluate smart eharging and other load-management strategies. 

Hearing 

On November 21, 2019, the Commission held a hearing to obtain.additional infonnation 
on the public· interest.and ratemaking implications of Duke's prop_Osed ET Pilot. ·For Duke, Lang 
Reynolds, Director of Electric Transportation, and Laura Bateman, Director .of Carolina's Rates 
and 1Regulatory Strategy Group, appeared as a panel to respond to questions from the Commission. 

Witness Reynolds stated that new technology is coming out every day and that while Duke 
has-done studies in the past, there is a need for:more data and for utility invcstffient·to support 
advanced market growth. He also asserted that there are significant differences in data from 
vehicles on different systems. Witness Bateman asserted that it is appropriate for the utility to 
install foundational infrastructure, because there eventually will be system benefits for utility 
customers due to more efficient use of the electric system and there are public policy benefits. She 
ljkened the pilot to the job retention and economic development riders, which allow 
cross-subsidization for public benefits. 
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Regarding the relationship between the Volkswagen settlement funds and the EV school 
bus program, witness Reynolds agreed that if a school district applied to participate in the program 
and also received settlement funds, that district would get the full extended rebate up to the full 
cost of the bus. School districts in Cherokee, Wake County, New Hanover County, and a charter 
sch_ool in Chapel Hill have expressed an interest in the program. 

Witness Reynolds stated in response to criticism regarding the size of the residential rebate 
that Duke is willing to reduce the rebate to $500. Duke's plan is to gather data the first year and 
perform ·charge management the second and third years of the residential program. However, the 
program would allow customers to opt out of managed charging. E~pcrimental tariffs could come 
at the end of the pilot. Witness Reynolds stated that Duke intends ,to use the- charging data to 
analyze the grid impacts of the programs. 

Witness Bateman stated' that for the portions of the pilot where Duke will be owning and 
operating the charging station or EVSE, those costs will include the cost of the upgrades to the 
grid needed to connect the chnrging stations. However,. costs are not included if there were a 
situation in the DCFC program where the charger might be located in a remote area and needed 
very extensive upgrades. Those costs would the capitalized and recovered through depreciation 
and return in base rates., She estimated the charging stations would· have an expected depreciable 
life of seven years. 

Regarding why Duke did not choose to enroll existing EV owners and Duke customers in 
a pilot to gather data, witness Reynolds responded that'the pilot was designed not only to gather 
data but to encourage new EV adoption. Witness Reynolds stated that Duke did not choose on~bill 
financing because research shows financial incentives drive customer behavior. Witness Bateman 
stated that the utilities have tried to stay away from on-bill financing because of the existence of 
lend_ers and other sources of financing separate and distinct from the utility. 

Witness Reynolds responded to a question regarding how having school buses spread out 
over the system will provide useful ·learning regarding grid resiliency. He stated that Duke needs 
to understand whether it can provide grid services and, ifso, how. Witness Reynolds admitted that 
Duke has data from across the state regarding its EV customers and that they tend to be clustered 
in the state's larger metropolitan areas. He expects that there will be some amount of balance from 
a first-come, first-served process. If Duke were to.be required to set aside rebates for populations 
that might be difficult otherwise to,enroll, Duke wou_ld need to expand the program. 

Regarding whether Duke considered providing the infrastructure piece of the pilot through 
an unregulated ·subsidiary rather than the utilities, witness Reynolds stated that with the fast 
chargers, specifically, it is well-documented that they are not profitable on a stand-alone basis. 
Witness Bateman added that the usage is not enough to make it economical or profitable for an 
unregulated competitive provider. She stated that once it becomes profitable, then it would make 
more sense for the unregulated competitive market to take over. 

Witness Bateman explained that the pilot provides numerous benefits for all customers, 
including customers that do not have EVs, such·as·environmental benefits. She further explained 
how EV adoption could lower the cost per kWh usage for all DEC and DEP customers. She noted 

802 



ELECTRIC - TARIFF 

that if the Companies were•able to encourage off-peak charging, then there would be additional 
kilowatt-hours Over which to spread fixed costs. This wou_ld result in a lower cost-per kWh for all 
customers'on the system. 

When asked about the make-ready concept set forth by some intervenors, witness Reynolds 
indicated that the Companies already req·uire Commercial DCFC stations to pay some contributions 
in aid o'r construction and that, practica.Jly speaking, the utility is already socializing the majority 
of the cost,on the utility side of the meter. Witness·Reynolds indicated that Duke.is proposing to 
own and operate the. DCFC stations to ensure that the stations are well maintained and operable 
for the full life of the asset. With a make-ready program the utility puts in the make-ready 
infrastn,icturc and has no recourse afterwards to ensure the station is useful or in good shape. 
Witness ~ateman indicated that if the ET Pilot Were limited to a make-ready. program, the costs 
would still range from $41 'to·$64 rriillion. 

On questions from the Public Staff, witness Reynolds.stated that the costs of the pilot are 
proportional in s.ize fo pilots in other states, such as South Carolina. Additionally, with respect to 
the Public Staff's comparison of the costs of Duke's North Carolina ET Pilot with DEF's 
ET program in Florida,.witness-Reynolds clarified that DEF is a single utility operating-in a smaller 
area in Florida, whereas North Carolina has a larger area with two utilities participating in the 
ET Pilot. 

With regard to a question from the Public Staff concerning whether the Company appeared 
to be asking· for,pre~pproval of infrastructure, witness Bateman-answered that with a program of 
this significance, Duke needs direction from the Commission-as tO whether this-foundational level 
of infrastructure is a proper investment for the utility to-make. Witness Bateman compared this 
proceeding to two other fairly comm_on Corrimission~-proceedings. First, witness Bateman 
corilpared this request to a certificate .of public convenience. and necessity, in which the- utility 
builds a new transmission line or a new generation plant. The certificate d_oes not guarantee cost 
recovery; instead, the certificate demonstrates the Commission1s co_nclusion -that the utility has 
justified its decision to construct the- facility. The prudence and reasonablen_ess of those costs, 
remain subject to review in a general rate case when cost "recovery is sought. Next witness Bateman 
noted that the Companies seek approval of demand-side management .and energy efficiency 
programs.prior to imp_lementing them, with the prudency of those costs.subject to·latcr review by 
the Commission in a cost-recovery proceeding. 

Settlement Among ChargePoint, DEC, and DEP 

On February 28, 2020, DEC, DEP, and ChargePoint filed a Settlement Agreement. In 
summary, the settlement provides that customers in the residential program would have unlimited 
choice· of L2 EVSE hardware. With respect to the EVSB' program, .the settlement provides that 
EVSE will be installed on the customer's·side of the meter with parti~ipating customers having a 
choice of two or more vendors of EV charging hardware and software. The hardware and software 
would,be prequalified by the Companies to meet functional requirements. For the DCFC program, 
the settlement provides that the Companies will install, own, operate, and !Jlaintain tho fast 
chargers; that there will be a minimum of two fast chargers per location capable of charging a 
single vehicle at a combined demand·of 100 kW or more; and that site hosts would have a-choice 
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of at least two vendors of EV charging hardware and software, which shall be prequalified by the 
Companies to meet functional requirements. In an effort to maintain an open market the settlement 
provides that no single vendor of EV charging hardware shall have more than 60%.ofthe total 
installations and that once a percentage share for any single vendor of EV charging hardware 
exceeds 50% in a DEC or DEP service territory, either DEC orDEP, as·applicabl~, will notify the 
vendor that it is approaching the threshold and establish a waiting list of customer applications for 
that vendor to be considered should other projects with other vendors not come to fruition. In 
addition, the Settlement Agreement grants site hosts the option of creating alternative pricing 
mechanisms ·for drivers, which, for purposes of the.ET Pilot, may not exceed the DCFC fee by 
more than 20%. 

The Settlement Agreement provides that customers participating in the EVTB program 
would have a choice of two or more EV charging hardware and software vendors, which shall be 
prequalified by the Companies to meet functional requirements. 

Finally, the Settlement Agreement provides procedural mechanisms to enhance 
Commission review and oversight, -and stakeholder engagement. Specifically, the Settlement 
Agreement calls for DEC and DEP to convene a series of collaborative meetings with stakeholders 
(the Electric'Transportation Collaborative) to present interim ET Pilotprogress and results and to 
gather feedback on the ET Pilot. The Settlement Agreement provides that Duke agrees to leverage 
the learnings from the ET Pilot as key inputs to the Comprehensive Rate Design Study proposed 
by Public Staff witness Floyd in Docket E-7, Sub 1214 to evaluate and develop effective. rate 
design offerings for customers with EVs. 

DISCUSSION AND CONCLUSIONS 

As demonstrated by the comments in this proceeding there is general agreement that there 
are many potential benefits to electric ratepayers and society at large in the transition from 
gasoline- and diesel-powered vehicles to electric transportation. However, there are still many 
challenges to widespread ndoption of EVs, some of which are tied to the lack of charging 
infrastructure. 

Focused pilot programs can serve the purpose of expanding this charging infrastructure 
while allowing the utility to collect data on the impact of this new electric usage on its system. 
After carefully considering the goals, costs, and benefits of the seven programs proposed by Duke 
in its ET Pilot and the comments of the other parties in this proceeding, the Commission finds 
good cause to approve at this time the Public Level 2 Chargilig program, as proposed, and limited 
versions of the Multifamily Dwelling Charging, Direct Current Fast Charging, and EV School Bus 
Charging programs. Because the Commission declines at .this time to approve several of the 
programs covered by the Duke and ChargePoint settlement, the Commission declines to adopt the 
Settlement Agreement filed by Duke and ChargePoint. 
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EV School Bus Charging 

As one of its programs aimed at transit electrification Duke proposes to aid the deployment 
of modem, zero-emission electric school buses by providing funds to ofTset the incremcntaJ costs 
associat_ed with the battery. In exchange for this funding the customer must allow access to all 
vehicle charging data and perfonn testing of chargirig load management and bidirectional charging 
capab_ilities. Duke believes the potential exists for significant cost savings to operators of electric 
school buses, diesel emissions reductions, and electric system benefits from the adoption of 
EV school buses in North Carolina. Under this program Duke will install and own the charging 
equipment and will retain the right to repurpose thc·battery as a grid storage asset at the end of its 
useful vehicle life. Duke argues that the potential use of the batteries as grid assets justifies the 
investment in this program. Duke proposes to fund on a first-come, first-served basis 55 electric 
school buses for school districts located in the DEC service territory and 30 electric school buses 
in the DEP service territory. 

The Commission is interested in the potential to utilize batteries with bidirectional power 
flow .capabilities in electric school bus fleets as a grid' asset. However, the ,Commission is 
concerned that the potential for dispersion of the school buses under the program as it is now 
proposed limits the program's ability to test that potential at any scale. A more limited pilot, 
though, may be useful as the first step in a multiphase program. fo that first step the utility can 
gather operational data wilh respect to charging characteristics, usage patterns, and technology 
issues·relating to bidirectional power flow to and from the battery. The Commission expects that 
after this "proof of concept" pilot Duke may further propose in a second "proof of value" stage of 
this pilot program sufficiently scaled and concentrated clusters of electric school buses with 
bidirectional flow capabilities lhat will enable the utility to explore their potential as storage 
resources for local grid support. • .,; 

The Commission, therefore, will app_rove at this time a reduced program that will provide 
funding to offset the purchase of 15 electric school buses by school districts in each of the DEC 
and DEP service territories, for the purpose of galhering operational data and exploring the 
technical capabilities of the vehicle-to-grid technology. 

The Commission is not persuaded that the program ·should be rejected on the basis that it 
may benefit wealthier counties, as was argued by some parties. The program is necessarily limited 
as a pilot, but funds are available to any school district otherwise planning to replace a school bus. 
Moreover, as Duke states, it designed the program to complement anticipated funding from the 
Volkswagen Settlement Trust which is administered by the North Carolina Department of 
Environmental Quality (DEQ). Duke notes that DEQ intends to allocate a-portion of the-Settlement 
Trust funds to replace older diesel school buses wilh new diesel, propane, or electric school buses. 
Duke expects that the availability of funds from the Settlement Trust, combined wilh its proposed 
infrastructure investment, would encourage DEQ to work with school districts lo replace a limited 
number of legacy high-emitting school buses with rero-emission, electric school buses. 
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Public Level 2 Charging 

Duke proposes to.install, own, and operate'public Level 2 charging stations at key public 
destination locations to encollrage EV adoption, as well as to collect utilization and other load 
characteristics to understand potential grid·and utility impacts. As several parties note, access to 
reliable public charging stations is essential to building EV driver confidence. Despite 
improvements in the mileage range of newer EV s, the lack of public Level 2 charging stations is 
an impediment to greater adoption ofEVs. Duke proposes to deploy 100 public Level 2 charging 
stations within the DEC service territory and 60 stations within the DEP service territory. 

The Commission recognizes that some parties oppose Duke's ET Pilot and in particular, 
the Public Level 2·Charging program. Regarding this program, NCC EBA, for example, objects to 
the utility's participation in "a growing competitive market." Greenlots, however, counters that the 
ET Pilot will support the growth,ofthe•corilpctitive market by growingithe EV market as a whole 
and, therefore, increasing the market demand for additionaJ charging stations. SACFJNCJC 
believe that utilities have an important role to play in the emerging EV market. As Greenlots states, 
the private EV charging marketplace alone cannot adequately meet North Carolina~s transportation 
electrification an~ emissions goals, let alone achieve market transfonnation or maximize future 
growth and associated benefits. 

Although Duke offered to remove this program from the ET Pilot, the Commission finds 
that the Public Level 2 Charging program has the potential to provide a number of benefits 
supporting the adoption of EVs, removing impediments, and collecting valuable system impact 
data while providing potential ·access .to a broad cross-section of Duke's customers. The 
Commission is persuaded that the Public Level 2 Charging program is in the public interest and 
should be approved. 

Direct Current Fast Charging (DCFC) 

Duke further proposes to·install, own, and operate a network of publicly accessible direct 
current fast charging stations throughout its utility service territories to facilitate long-distance 
travel. Duke proposes to instaJI up· to 70 DCFC stations across approximately 35 individual 
locations in its DEC service territory and up to 50 stations across approximately 25 individual 
locations in its DEP service territory. 

Several·parties oppose Duke's proposed DCFC program, either on the basis that it provides 
no unique learning opportunity or that Duke wOuld gamer too large of a percentage of what should 
be a competitive market. However, other parties argue that the utility has an important role to play 
in this emerging market. At the hearing, witness Reynolds stated that Duke is proposing to own 
and operate the DCFC stations to ensure that the stations are well maintained and operable for the 
full life of the asset. As noted above regarding the Public Level 2 Charging program, access to 
reliable public charging is essential for the growing EV market, and the lack of fast charging 
stations to facilitate longer distance travel is an impediment to greater adoption ofEVs. 
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The Commission finds, based upon the record, that a limited version of lhe DCFC program 
as proposed by Duke is in lhe public interest and is approved. The Commission, therefore, will 
approve a limited version of the DCFC program approximately one-third lhe size oflhat proposed 
and will allow Duke to install, own, and operate up to 24 DCFC stations across approximately 
12 individual locations in its DEC service territory and up to 16 stations across approximately 
8 individual locations in its DEP service territory. 

Multifamily Dwelling Charging 

In its third program related to public charging Duke proposes to-install, own, and operate 
Level 2 charging stations to provide nccess to residential charging for residents of.multifamily 
dwellings. As Duke notes in its application: 

Limited ability to install charging infrastructure at a residence iS commonly cited 
as a barrier for Multi-Family Dwelling ("MFD,,) tenants to purchase an EV. 
Accordingly, lhe Companies designed lhe ET Pilot to provide easy 
access to residential charging for non-homeowners throughout the Companies' 
service territories. 

Duke proposes to deploy 100 stations in DEC's service territory and 60 Stations in DEP's 
service territory. 

The Commission is persuaded that as-the cost ofEVs decreases and more used vehicles 
become available it will be even more important -for multifamily housing tenants to have 
convenient access to charging stations at their residence. While not all residents of multifamily 
housing are low or moderate income, many are, and seveful parties emphasized• the need to 
specifically extend the benefits of the Pilot to low- and moderate-income ratepayers. 

The Commission finds lhat a limited version of the program as proposed by Duke is in the 
public interest. The Commission, therefore, will approve as a pilot a Multifamily Dwelling 
Charging program half the size oflhat proposed, with Duke installing up to 50 Lcvd2 charging 
stations in the DEC service territory and up to 30 Level 2 charging stations in the DEP 
service territory. 

Public Level 2 Charging, Direct Current Fast Charging (DCFC), and Multifamily Dwelling 
Charging Additional Programs 

In approving these three components of the ET Pilot the Commission is not sanctioning an 
open-ended or broad, general participation by Duke in the EV charging infrastructure market. 
Ralher, because the goals oflhe programs are to test public response to wider availability of public 
charging infrastructure and to acquire data and information on alternative implementation 
approaches for further analysis, the Commission supports the programs. Once those goals are met, 
any further participation by Duke in the market for charging infrastructure will be determined at 
the appropriate time and after full consideration-of all pertinent factors. 
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The Commission further directs Dµke to explore and create a second pilot of these three 
programs in a stakeholder process described below. Thc·Commission expects Duke to explore in 
the second round of these three pilot programs and any other proposed programs additional 
ownership and partnership models for EV infrastructure, including utility fully owned and operated 
stations; make-ready stations with third-party owned charging equipment; and stations co-owned, 
co-funded, or co-operated by Duke in partnership with other entities. 

Stakeholder Process and Criteria for Future Pilot Programs 

The Commission is not persuaded that the other programs proposed by Duke are 
appropriately focused and sized, and therefore declines to approve those programs at this time. 
These programs, as currently proposed-by Duke, have not been designed to sufficiently explore 
system benefits lhat would ultimately justify the estimated expenditure of ratepayer funds. 
Nevertheless, the Commission is receptive to further pilot programs and provides guidance below 
with respect to the essential characteristics that such pilot programs should embody. 

The Commission supports the goal of gathering operational data needed to quantify the 
specific costs and benefits attributable to EV usage and to assign these costs and benefits to the 
appropriate parties. Further, the Commission supports the involvement of public utilities in helping 
to attain such goals. However, in order to approve the involvement of Duke and other public 
utilities in any pilot program, the Commission will require that pilot programs also include 
consideration of or as an aspect of the pilot, at a minimum, the following attributes: 

o Proper Scale and Scope: The scale and scope of a pilot program should be set in a 
manner that allows the utility to test a concept at a smaller scale without incurring 
substantial capital costs, such that if the pilot program is successful it can then be 
readily deployed system-wide with more assurance lhat it will be economically viable. 

• Rllte Design: Suitable pilots should involve experimental rate designs and contain 
measures to track and measure customer response to such rates. The Commission 
recognizes that in the pending DEC and DEP general rate cases the utilities have 
proposed to study ·the general .system-wide implementation of special rate plans for 
electric vehicles as·part ofa more comprehensive examination of overall rate design. 
The Commission does not believe it would prejudice that comprehensive study but 
would in fact be beneficial to that exercise if the utilities offered to a·limited group of 
customers in a pilot program e·xpcrimental rates to encourage or support EV use. 

• Cost-Benefit Analysis: Detailed costs and revenues resulting from pilot programs 
should be tracked and reported in away that can be used to develop future cost-benefit 
analyses. A cost-benefit analysis must be conducted on each program before it can be 
scaled beyond its pilot program size. Any large-scale implementation of piloted 
programs must show the ability; when scaled, to yield an overall positive system benefit 
net of all costs. 
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• Leverage Other Funding: Pilot programs should encourage or require the use ofthird
party funding (private, fcdera_l, state, municipal, grants) wherever it is available. 
Programs should also encourage ownership and operation partnerships that provide the 
greatest benefit to customers. 

• Make-ready Approach: Duke should·Ievcrage familiarity with pennitting requirements, 
the 'interconnection process, and the design, operations, and maintenance of the 
distribution system to efficiently identify and develop appropriate preparations for 
EV infrastructure. 

• Objectives, Metrics, and,Verijication: Each pilot-program should have clearly defined 
goa1s, metrics for evaluating perfonnance,-and a verification process. 

• Reporting and Stakeholder Engagement: Duke must engage stakeholders throughout 
the term of any pilot .. and· report on the perfonnance of the programs on. at least an 
annual· basis. 

Specifically applying the_ above criteria to the proposed EV Charging Management 
programs, the Commission supports incentives where appropriate to collect data or encourage 
behavior with.clear financial benefits to t_he system. The Commission, however, is not persuaded 
that the rebate programs,as proposed at this time satisfy-the criteria set forth herein above. While 
the Commission acknowledges that the results Of the ET Pilot will inform future rate design, Duke 
presently has -sufficient information-gathering tools to test pilot ET rates using data already 
gathered. For example, when asked.at the hearing about the potential for obtaining charging data 
from the approximately 14,000 EVs cutrently registered in~-North Carolina, witness Reynolds 
acknowledged that existing EV owners are a viable data resource, tt. vol. I, 31, and therefore col.lid 
be used for this purpose. Other such resources include data from Duke's AMI meters, data from 
Duke's and its affiliates' own ·EV fleets, other affiliates' EV pilot programs, and the resources 
from other states identified by the Public Staff. 

The Commission notes that Duke agrees in its comments to commit to an evaluation, 
measurement, and·vcrification·(EM&V) analysis of the impact of all segments of the ET Pilot to 
ensure that·thc goals of the Pilot are met and to engage an expert in how the programs can be 
evaluated. Duke also offers in its ·Settlement Agreement with ChargePoint to convene a series of 
collaborative meetings with stakeholders to present interim ET Pilot progress and results and to 
gather feedback on the· ET Pilot. Lastly,. Duke agrees to use the learnings from the ET Pilot in any 
efforts to evaluate and develop effective rate design offerings for customers with EVs. 

With the.foregoing in mind, the Commission finds good cause to direct Duke and the Public 
Staff to convene a collaborative stakeholder process to provide input ·and feedback on potential 
future pilot programs and to require that the stakeholder process be organized and conducted 
as follows: 

(!) Duke and the. Public Staff shall equally share the responsibility for the 
implementation, organiz.ation, and leadership of the collaborative; 

809 



ELECTRIC -TARIFF 

(2) All parties to the present 9ockets shall be invited to engage in full particip~tion in 
the collaborative; 

(3) The first meeting of the collaborative shall be held within one month of.the date of 
this Order, and subsequent meetings shall be held, at a minimum, every two months 
thereafter, with the.purpose of developing pilot programs that.are consistent with 
the foregoing requirements; and 

(4) Any pilot programs developed by Duke through this c0llaborative process shall be 
filed with the. Commission for review and approval not later than six months 
following the date of this Order. 

IT IS, THEREFORE, ORDERED as follows: 

1. That the Public Level 2 Charging program, as proposed, and a limited version of 
the Duke proposed Multifamily Dwelling Charging, Direct Current Fast Charging, and EV School 
Bus Charging programs, as described herein, are approved; 

2. That the remaining programs proposed as part of the ET Pilot and the-Companies' 
Settlement Agreement with ChargePoint are not approved; and 

3. That Duke and the Public ·staff shall organize and facilitate a collaborative 
stakeholder process in compliance with the guidelines provided in this Order and file any 
stakeholder developed pilot programs within six months of this Order. 

ISSUED BY ORDER OF THE COMMISSION, 
This the 24th day of November, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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DOCKET NO. EMP-105, SUB 0 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of-Friesian Holdings, LLC, for a 
Certificate of Public Convenience and 
Necessity to Construct a 70-MW Solar 
Facility in-Scotland County, North Carolina 

) 
) 
) 
) 

ORDER DENYING CERTIFICATE 
OF PUBLIC CONVENIENCE AND 
NECESSITY FOR MERCHANT 
GENERATING FACILITY 

HEARD: 

BEFORE: 

Wednesday, December 18, 2019, at 10:00 a.m., in Commission Hearing Room 
2115, Dobbs Building, 430 North Salisbury Street, Raleigh, North Carolina 

Chair Charlotte A. Mitchell, Presiding; and Commissioners ToNola D. 
Brown-Bland, Lyons Gray, Daniel G. Clodfelter, Kimberly W. Dufficy, and 
JcfTrey A. Hughes. 

APPEARANCES: 

·For Friesian Holdings, LLC: 

Karen M. Kemerait, Fox Rothschild, LLP, 434 Fayetteville Street, Suite 2800, 
Raleigh, North.Carolina 27601 

Steven J. Levitas, Kilpatrick Townsend & Stockton, LLP, 4208 Six Forks Road, 
Suite 1400, Raleigh, North Carolina 27609 

For Duke Energy Progress, LLC: 

Jack E. Jirak, Associate General Counsel, Duke Energy Corporation, 
P.O. Box 1551 / NCRH 20, Raleigh, North Carolina 27602 

For North Carolina Sustainable ·Energy Association: 

Peter Ledford and Benjamin Smith, North Carolina Sustainable Energy 
Association, 4800 Six Forks Road Suite 300, Raleigh, North Carolina 27609 

For North Carolina Clean Energy Business Alliance: 

Benjamin L. Snowden, Kilpatrick Townsend & Stockton, LLP, 4208 Six Forks 
Road, Suite 1400, Raleigh, North Carolina 27609 

For the Using and Consuming Public: 

Tim R. Dodge and Layla Cummings, Public StalT - North Carolina Utilities 
Commission, 4326 Mail Service Center, Raleigh, North Carolina 27699-4300 
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BY THE COMMISSION: On November 7, 2016, in Docket No. SP-8467, Sub 0, the 
Commission issued Friesian Holdings, LLC (Friesian or the Applicant), a certificate of public 
convt;nienec and necessity (CPCN) pursuant to N.C. Gen. Stat.§ 62-110.l(a) and Commission 
Rule RS-64 for the construction of a 75-MW solar photovoltaic electric generating facility to be 
located on Leisure Road near Academy· Road, Lauririburg, in Scotland County, North Carolina 
(the Facility). In addition, the Commission accepted the registration of the Facility as a new 
renewable energy facility.pursuant to Commission Rule.R8-66. 

On August 2, 2018, Friesian filed a request to amend the CPCN previously ·issued for 
the Facility. 

On May 15, 2019, in both Docket Nos. SP-8467, Sub O and EMP-105, Sub 0, Friesian filed 
a statement requesting that the Commission (1) allow Friesian to withdraw the requested 
amendment; and (2) consider a new application for a CPCN pursuant to Commissio_n Ruic R8-63 
in Docket.No. EMP 105, Sub 0, for this same facility {the Application). The Commission treated 
this filing as a request to cancel the previously issued CPCN in Docket No. SP-8467, Sub 0. And, 
on June 14, 2019, the Co11J.mission issued an order allowing withdrawal of the requested 
amendment, canceling the previously issued CPCN, and closing the docket. 

Also on May 15, 2019, Friesian prefiled the direct testimony and exhibits of Brian C. 
Bednar, Friesian's Manager.and Authorized Agent, as well as President of Birdseye Renewable 
Energy, -LLC (Birdseye), an affiliate of Friesian. The testimony explained that Friesian seeks 
approval to build a 70-MW·solar PV facility beginning in the summer of 2023, and th·at the Facility 
would interconhcct with the el~ctric transmission system owned by Duke Energy Progress, LLC 
(DEP or Duke). 

On May 31, 2019, the Public St:JJff filed a Notice of Completeness stating that it had 
reviewed the application as required by Commission Rule R8-63(d) and considered the 
Application to be cqmplete. In addition, the Public Staff requested that the CofT!mission issue a 
proceduraJ order. 

On June 13, 2019, the Commission issued an Order that, inter alia, scheduled hearings, 
established a procedural schedule for the -filing of-petitions to intervene and of testimony, and 
directed Friesian to publish notice of the public hearing once a week for four consecutive weeks, 
beginning at least 30 days prior to July 26, 2019. 

On June 21, 2019, the North Carolina Electric Membership Corporation (NCEMC) filed a 
petition to intervene, which the Commission granted on July 2, 2019. On July 18, 2019, NCEMC 
filed comments. 

On July 18, 2019, Friesian filed the final, executed confidential Power Purchase Agreement 
(PPA) to replace the draft, confidential PPA that was originally filed as Confidential Exhibit No. 
7 with the Application on May 15, 2019. 

On July 23, 2019, DEP filed a petition to intervene, which the Commission granted on 
August 2, 2019. 
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On July 29, 2019, lhe North Carolina.Sustainable Energy Association (NCSEA) filed a 
petition to intervene, which the Commission granted on August 20, 2019. 

On August 1, 2019, the· Public Staff filed a motion identifying and asking that the 
Commission consider several prchearing legal issues and seeking the establishment of a date for 
the filing of prehearing briefs ·and the suspension of the schedule for the filing of expert witness 
testimony. The intervention of the Public Staff is recognized pursuant to N.C.G.S. § 62-l5(d) and 
Commission Rule Rl-19(e). 

On August 5, 2019, the North-Carolina Clean Energy Business Alliance (NCCEBA) filed 
a'petition.to intervene, which the Commission granted on August 16, 2019. 

On August s,·2019, the Commission issued an Order suspending the procedural schedule 
previously,established and'allowing the parties to.file briefs addressing the following legal issues: 

(1) The appropriate standard of review for the Commission to apply in 
detennining the public convenience and necessity for a certificate to construct a 
merchant generating facility pursuant to N.C.[G.S.] § 62-110.1 and Commission 
Ruic R8-63; 

(2) Whether the Commission has authority under state and federal law to 
consider as part of its review of the Application the costs associated with the 
approximately $227 million dollars in lransmission network upgrades and 
interconnection facilities necessary to accommodate the FERC jurisdictional 
interconnection of the merchant generating . .facility, and the resulting impact of 
those network costs on retail rates in North Carolina; ~!:Id 

(3) Whether the allocation of costs associated with interconnecting the Friesian 
project and any resulting additional capacity made available that is then utilized by 
State-jurisdictional interconnection projects is consistent with the Commission's 
guidance provided in the Commission's June 14, 2019, Order Approving Revised 
Interconnection Standard· and Requiring Reports and 1 Testimony, issued-in,Docket 
No. E-100, Sub IOI, in which the Commission directed the utilities as follows: "to 
the greatest extent possible, to Continue to seek to recover from Interconnection 
Customers all expenses ... associated with supporting the generator 
interconnection process under the NC Interconnection Standard." 

On August 26, 2019, Fricsian, the Public Staff, DEP, and NCCEBA each filed briefs; on 
September 9, 2019, Friesian, the Public Slaff, DEP, and NCCEBA and·NCSEA Qointly) each filed 
reply briefs. 

On October. 3, 2019, the CommissioQ issued an Order scheduling oral argument whereat 
the parties were lo address the issues noted in the Commission's August 5 Order, and, additionally, 
the question of whether and,-if so, how the July 14, 2017 decision of the U;S. Court of Appeals for 
the D.C. Circuit in Orangeburg v. FERC, 862 F.3d 1071 (2017), applies to the issues noted in the 
Commission's August 5 Order. 
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On October 21, 2019, this matter came on for oral argument as scheduled. 

On October 25, 2019, the Commission issued an interlocutory order notifying the parties 
of the Commission's preliminary decision on,the legal issues addressed by the parties' prehearing 
briefs and at oral argument. In·sum, the Commission "agree(d] with the arguments ofDEP and the 
Public Staff that the Commission may consider the costs .for future network upgrades that are 
required to accommodate a proposed ele~tric generating facility when considering an application 
for a CPCN pursuant to N.C.G.S. § 62-110.1 and Commission Rule R8-63," and noted that "[t]he 
Commission's final order on the merits of the CPCN application [would] include the 
Commission's full discussion and conclusions relevant to these issues .... " The ,Commission 
further ordered the procedural schedule resumed, setting a hearing for the purpose.of receiving 
expert witness.testimony for December 18, 2019, at 10:00 am., and allowing for the·limely filing 
of supplemental direct testimony and exhibils. 

On November 26; 2019, Friesian filed the supplemental direct testimony and corresponding 
exhibits of three witnesses: Charles Askey, Senior· Project Manager in the Power Engineering & 
System Planning Group at Timmons Group; Brian Bednar; and Rachel Wilson, Principal Associate 
with Synapse Energy Economics, Inc. (Synapse). 

On December 6, 2019, the Public Staff filed the joint testimony and exhibits of Evan 
Lawrence and Dustin Metz, both engineers in the Electric Division. 

Also on December 6, 2019, and in lieu of testimony, DEP filed statement of position letters 
from Stephen De May, North Carolina Pr~sident of Duke Energy, and Jo.ck E. Jirak, Associate 
General Counsel for Duke Energy Corporation. These filings were unswom and have not been 
subjected to cross-examination. 

Statemcnls of position letters were also filed in this docket ·by Helen Livingston in her 
individual capacity; Maggie Clark, Senior Manager of State Affairs, Solar Energy Industries 
Association (SEIA), on behalf of SEIA; James McDougald, Economic Development Director for 
the Town of Maxton; Ray Britt, Chairman of the Bladen County Board of Commissioners; and 
Bob Davis, Chair of the Scotland County Board of Commissioners. 

On December 12, 2019, Friesian filed the rebuttal testimony and exhibils of witnesses 
Askey, Bednar, and Wilson. 

This matter came on for hearing on D~ccmber 18, 2019. Friesian presented the testimony 
and exhibits of witnesses Askey, Bednar, and Wilson, who testified as a panel. The Public Staff 
presented the testimony and exhibits of witnesses Lawrence and Metz, who also testified as a 
panel. None of the other intervcriors, including DEP and NCEMC, preselltcd witnesses or 
testimony, or offered any exhibils. 

On December 20, ~019, the Public Staff filed a copy of the presentation given by the 
National Renewable Energy Laboratory (NREL) on its Carbon-free Resource Integration Report 
on the Duke System given to the Carbon Reduction Stakeholder Group hoslcd by the North 
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Carolina Department of Environmental-Quality (DEQ) at the Nicholas Institute on December 11, 
2019, as a late-filed exhibit. 

On January 8, 2020, DEP filed a response to a Commission question related to the increase 
in the cost of the network upgrades as a late-filed exhibit 

On February IO, 2020, Friesian, the Public Staff, and NCSEA separately filed proposed 
orders and briefs. 

On April 16, 2020, DEP filed a supplemental late-filed exhibit. 

On April 20, 2020, Friesian filed a Motion for Expedited Consideration of its Application. 

On April 21, 2020, the Commission issued a Notice of Decision. 

Based upon consideration of the pleadings, testimony, and exhibits received into·evidence, 
the items· upon which the Commission takes judicial notice, and the record as a whole, the 
Commission makes the foilowing 

FINDINGS OF FACT 

I. Friesian is a limited liability company registered to do business in the State of North 
Carolina .. friesian is an affiliate of Birdseye Renewable Energy, LLC. 

2. Friesian's Application for a CPCN authorizing Jhe construction of a 70-MW solar 
photovoltaic electric generaling facility to be localed on approximately 544 acres in Scolland 
County, North Carolina (the Facility); was filed pursuant to·N.C.G.S.§62-110.1 and Commission 
Rule R8,63. 

3. The Application has·suffieiently completed State Clearinghouse Review. 

4. While the Facility would be located in DEP service territory, the output from the 
Facility would be wheeled by DEP to NCEMC pursuant to a power purchase agreement (PPA) 
between Friesian and NCEMC for the sale of the output and renewable energy certificates (RECs) 
generated by the Facility. Friesian fails to sufficiently establish that the Facility's output is 
necessary to·meet any ofNCEMC's Renewable Energy and Energy Efficiency-Portfolio-Standard 
(REPS) compliance requirements to be given substantial weight in support of the Application. 

5. Friesian fails to support lhe.beneficial economic impacts that it asserts .would flow 
to Scotland-County with either sufficient detail or specific attribution to the Facility to be given 
substantial weight in support of the Application. 

6. In its detennination of need the Commission may consider factors other than 
Friesian's plan for the output of the Facility, including the long-tenn energy and capacity needs in 
the State and region, as well.as system reliability concerns. 
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7. It is undisputed that the energy and capacity provided by the Facility are not 
otherwise needed to support any immediate or future load growth in the DEP East Balancing Arca 
or the southeastern region of the State. 

8. The placement of additional uncontrolled solar generating capacity in a region of 
the DEP system that currently contains significant existing solar generation may increase and 
exacerbate system operational issues already being faced by DEP's system operators and would 
provide minimal contribution to meeting winter peak load conditions. 

9. The Facility-proposes to interconnect'with DEP's transmission network and begin 
commercial operation in December 2023. Friesian and DEP executed a Large Generator 
Interconnection Agreement (LGIA) in June 2019. Capacity on the transmission lines to which the 
Facility would connect is currently constrained, and load flow models indicate that additional 
generating capacity cannot be added in the pertinent ·portion of DEP's service territory without 
requiring substantial upgrades, including the construction of a proposed new 34.5-kV collector 
station and 230-kV breaker station, and the reconductoring of63.miles ofDEP transmission lines. 

10. The generating plant ofthc·Facility is estimated to cost $l00 million to construct. 
The transmission network upgrades required to support the Facility (Network Upgrades) are 
estimated to cost $223.5 million to construct. 

11. It is appropriate for the Commission to consider lhe total construction costs of a 
facility, including lhc cost to interconnect and to construct any necessary transmission network 
upgrades, when determining the public convenience and necessity of a proposed new 
generating facility. 

12. The-use of the levelized cost of transmission (LCOT) provides a benchmark as to 
the reasonableness of the transmission network upgrade cost associated with interconnecting a 
proposed new generating facility. 

13. The potential for the Network Upgrades to lead to additional proposed generating 
capacity to be placed in service is too uncertain and speculative to be given substantial weight in 
support oflhe Application. 

14. The Synapse Report docs not proyide sufficient evidence that either lhe Facility or 
the associated Network Upgrades would provide quantifiable ratepayer savings, emission 
reductions, or other environmental or health benefits. 

15. Until such time as compliance with Executive Order 80 and the policy 
recommendations in the Clean Energy .Plan are_ fully investigated and considered in lhe context of 
Duke's integrated resource planning (IRP) process, any benefits associated with the construction 
of the Facility and the Network Upgrades are not sufficiently known and measurable to be given 
substantial weight in support of lhe Application; 
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16. Given the uncertainties stated in Findings of Fact Nos. 13, 14, and 15, more 
deliberate and comprehensive planning is the appropriate method, at this'time, to identify and plan 
for upgrades to the system that are in the public interest. 

17. The Genera1·Assembly, in enacting House Bill 589 (HB589), intended to establish 
a. process to identify and support the location of additional renewable generation in the State in a 
manner that is most cost-effective to ratepayers. 

18. Refonn of the North Carolina Interconnection Procedures to involve the clustering 
of projects for interconnection study purposes is consistent with N.C.G.S. § 62-110.l(b) and is 
appropriate to help ensure that interconnection customers arc receiving appropriate pricing signals 
to locate their projects in the most cost-effective interconnection locations, as well as to reduce 
congestion that otherwise results when the need for significant upgrades is identified. 

APPLICABLE LEGAL STANDARD 

Article 6 of Chapter 62 provides, in relevant part, that 

no public utility or other person shall·begin·the construction.of any ... facility for 
the generation. of.electricity to be directly or indirectly used for the furnishing of 
public utility service ... Without first obtaining from the-Commi_ssion a certificate 
that public convenienc~ and necessity requires, or will require, such construction. 

N.C.G.S. § 62-110.l(a). In considering whether to approve a facility proposed under this statute 
the Commission must focus upori an element of public need for the facility and emphasize a policy 
that favors the orderly expansion of electric generating capacity that both creates a reliable and 
economical power supply and prevents the costly overbuilding of generation resources. See Stale 
ex rel. Utils. Comm'n v. Empire Power, 112 N.C. App. 265, 279-80, 435 S.E.2d 553,561 (1994); 
Stale ex rel. Ulils. Comm'n.v. High Rocklake Ass'n, 37 N.C. App. 138, 140-41, 245 S.E:2d 787, 
790, disc. rev. denied, 295 N.C. 646,248 S.E.2d 257 (1978). 

That said, the North Carolina Supreme Court has long recognized the flexibility of the 
public convenience and necessity standard, requ{ring that the distinct facts of each c_ase 
be considered: 

In our opinion, these statutes give the Commission not only the authority but 
impose upon it the duty to pass upon [the matter] and to-determine whether or not 
it is in the public interest .... 

The doctrine of convenience and necessity has been the subject of much judicial 
consideration. No set rule can be used as a yardstick and applied to all cases alike. 
This doctrine is a relative or elastic theory rather than an abstract or absolute rule. 
The facts in each cac;;e must be separately considered and from those facts ·it must 
be detennincd whether or not public convenience and necessity require [the action]. 
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State ex rel. Utils. Comm'n v. Casey, 245 N.C. 297, 302, 96 S.E.2d 8, 12 (1957) (citation and 
quotation marks omitted). 

Finally, the decision of whether to grant or deny- a CPCN must rest upon substantive 
evidence; it cannot rest on specul~tion or sentiment. CJ Howard v. City of Kinston, 148 N.C. 
App. 238, 246, 558 S.E.2d 221, 227 (2002). The burden is on the applicant to provide this 
substantive evidence and demonstrate that thc·CPCN should be granted. 

The Commission has carefully considered and weighed all the evidence and arguments 
presented in this proceeding, and concludes that Friesian has failed to show that the Application is 
in the public interest and that public convenience and necessity requires that the Application 
be granted. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1-3 

These findings of fact are infonnational, procedural, and jurisdictional in nature and are 
not in dispute. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 4-8 

The evidence supporting these findings of fact is found in the Application; the testimony 
of Friesian witnesses Askey, B~nar, and Wilson; and the joint testimony ofPublie Staff witnesses 
Lawrence and Metz. 

Witness Bednar testified that Friesian entered into a power purchase agreement (PPA) with 
NCEMC on July 15, 2019, under which NCEMC will.purchase all of the Facility's Output. Witness 
Bednar also stated ·that the Facility will provide a significant numDer of .renewable energy 
certificates (RECs) for use by NCEMC to comply with North Carolina's Renewable Energy and 
Energy Efficiency Portfolio Staridard (REPS or Senate Bill 3), which among other things requires 
rural cle<;:tric cooperatives and municipal eleciric suppliers to meet a 10% REPS requirement. 
Witness Bednar testified that these plans for the sale of the Facility's energy and capacity 
·demonstrate its need. Tr. vol. 2, 21-22. Witness Bedpar further offered the economic development 
impact to the communities of Scotland County, and other Tier I counties, as an-additional reason 
to support granting the CPCN. Tr. vol. 2, 37. 

In their joint testimony,.Public·SlafTwitncsses Lawrence and Metz asserted that having an 
executed PPA does not in-and-of-itself sufficiently.demonstrate that a·merchant generating facility 
is entitled to a CPCN; need is instead to be evaluated·on a case-by-case basis. Tr. vol. 3, '116. They 
testified that the Commission had previously held that it is reasonable to require substantial 
evidence· of the need for a merchant generating facility, and that a flexible standard for 
demonstrating need was appropriate, but that an executed PPA or other contractual agreement was 
not necessary. Id. at 114. Witnesses Lawrence and Metz further stated that the Public Staff has 
previously recommended approval of CPCN applicatio~s in the absence of a signed PP A. 
Tr. vol. 3, 165. They acknowledged that they were not aware of any prior case in which-the Public 
Staff has taken the position.that it is taking in the present case, that the PPA contract itself is not a 
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sufficient.demonstration of need. id at 174. They further acknowledge~ that they were not aware 
of any Commission precedent to this effect. Id. at 165. 

Public Staff witnesses Lawrence and Metz also acknowledged that DEP's integrated 
resource plan (IRP) indicates a capacity need over the planning period but argued that "one cannot 
assume that any generation resource can- be added to, and complement, the existing system just 
because reserve margins fall below a particular threshold," noting that the IRP is a capacity 
expansion model used to solve for multiple constraints _and scenarios to- help detcimirie the 
generation resources needed to meet long-term load in the most economical manner. Id. at 117-18. 
They further testified that the DEP system is winter peaking and winter planning. and while DEP's 
IRP demonstrates a need for dependable capacity to meet winter peak loads, the addition of 
intermittent, non-dispatchable renewable solar facilities· will ,provide minimal contribution to 
winter morning peak loads and limited value to.grid operators. Id. at 118-19. 

Witnesses Lawrence and Metz also testified that DEP· had not previously 'identified the 
transmission lines in question as needing upgrades due to reliability issues in any of the reports 
issued by the NC Transmission Planning Collaborative (NCTPC). Witness Metz acknowlei:lged 
that transmission in the area where the Facility is proposed to be located has been identified as 
constrain~d, meaning that it has limited ability to-accommodate new generating resources, but 
argued tha:t being constrained was not necessarily disadvantageous. He noted that constrained areas 
can occur throughout a utility's system, and the NERC standards require transmission planners.to 
evaluate risk in order to target critical areas in the electrical grid for investments. Tr. voL 4, 22-23. 

Friesian witness Askey offered the results of an analysJs conducted by the Timmons Group 
of the system impact study developed by DEP to evaluate the-impacts to the system of adding the 
Fricsian capacity at the proposed location. He interpreted•'the study ·to show that multiple line 
segments are loaded at over 95% or 100% 9ftheir contingency ratings, triggering the need for 
upgrades. He further noted .that, even without additional generating capacity being added, the 
system is within five to ten percent of the contingency loading levels under the scenarios modeled1 

indicating that the system in.that_area is.at the.upper end of its operational range: Ti". vol .. 2, 67-70. 

Witness Askey stated that DEP's system is technically NERC-compliant but he believes 
that deferraJ of the Network Upgrades will leave the transmission syst_cm in southeastern North 
Carolina in a "maxed-out •state" and could leave the grid more vulnerable to disruption than it 
would be if the Network Upgrades arc constructed. Id at 79-83. 

Discussion and Conclusions 

Commission Rule R8-63(b)(3) requires an applicant for a CPCN for a merchant plant to 
•provide "a ·description .of the need for .the faCility in the state and/or region, with supporting 
documentation." Additionally, before the Commission can award a CPCN for a generating f3.eility, 
N.C.G.S. § 62-110.l(d)·requires the Commission to consider the "applicant's arrangement with 
other electric Utilities for interchange of po~er, pooling of plant, purchase of power and other 
methods for providing reliable; efficient, and economical electric service." Thus, a sufficient 
demonstration of need -for a proposed new generating facility is fundamental to the Commission's 
decision of whether public convenience and necessity requires granting the CPCN. 
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As noted above, that demonstration generally is to focus on dual concerns: -the orderly 
expansion of generation and capacity, and the prevention of costly overbuilding. And.the required 
demonstration of need may also differ depending on whe!her the CPCN is sought for a generating 
facility.by a regLilated utiljty, a-small power producer s:eekirig to sell its output to the!utility as a 
qualifying facility (QF), or a merchant generating facility. 1 To this end,-the·flcxibility of the CPCN 
standard necessarily includes analyzing the need for the merchant generating facility to be placed 
not just within the State but a certain region, as well as evaluating whether the applicant- has 
accurately assessed and met wholesale market needs. _All said, it is "the duty [ of the Commission] 
to pass-upon [the.project] an_d to dctennine whether or .. not it is in.the public interest .... " Casey, 
245 N.C .. at 302, 96 S.E.2d at ·12; s~e also Order Granting Certificate, Application of Rowan 
Generati_ng Company, LLC,for a Certificate of Public·Convenience and Necessity to Construct a 
Generating Facility in Rowan Co11nty, North Carolina, NO. EMP-3, Sub 0, 8 (N.C.U.C. Oct. 12, 
2001) (stating that-the Commission is."mindful that iss~es regarding the.appropriate amount of 
merghant"plant·generati_on in the State remain to be decided.''). 

Friesian witness Bednar testified that the PPA with NCEMC is·dispositive on the issue-of 
need. As it traditionally has, the ~ommis~ion affords some weight to the·existence of the PPA as 
a demonstration of need. But the Commission agrees with -Public Staff witnesses Metz and 
Lawrence that while having "[a]n executed ·?PA does,demonstrate at least in part the potential 
[financial] viahility of the project, ... ,[it} is not, in and'of itself, a sufficient criterion On wtiich to 
base a recommendation for approval or disapproval of a CPCN." Tr. vol. 3, H6. Rather, the 
existence of a PPA or other. plans for sale of energy and capacity from the facility must be balanced 
against other existing factors that may be considered when· detennining the overall need for the 
Faciltty. As evidel}ced by prior Commission orders, ·the question may, include the facility's 

1 For example, an electric public utility under Rule R8~6I(bXI) must. in addition to demonstrating need for a 
facility in.its IRP, submit additional information supporting the.need-for the facility related to resource and fuel 
diversity, infonnation on energy and capacity forecasts, and an explanation.of how the proposed facility meets the 
identified energy and capacity needs,_ For QFs, the Commission has previously stated that federal law has essential_ly 
established a "public need" for their construction; based on the obligations establ!shed under the Public Utility 
Regulatory Policies Act of 1978 (PURPA) requiring a utility to p~hase the output'from a QF at its avoided cost 
rates. See Order on Motion to Dismiss, Application of Empire Power-.Company for a Certificate of Public Convenience 
and Necessity Punuant to G._S. 62-110.J(a), No. SP-91, Sub O (N.C.U.C. Apr. 23, 1992). Because of the federally 
mandated purchase of the output ofQFs, when Friesian'first applied for a CPCN to develop and operate the Facility 
as a QF, the Commission did nOt consider the need for the Facility because.the federal mandate takes the place of(or 
amoW1ts to) need. 

Similarly, considerations !"elating to the total costs of the Friesian project. discussed at !,>realer length later in this 
order, were not operative in the Co_mmission's detennination ofFriesian'sapplication in Docket No. SP 8467, Sub 0. 
I_JURPA directs that for a QF which 'Nill sell its energy and capacity to a regulated utility, the total costs for the QF's 
project are immaterial so long as the.price the regulated utility 'Nill pay to the QF for-energy and capacity do not 
exceed lhe utility's own "avoided cost." lfthe total costs of the project cannot be recouped by the QF from charges 
that are calculated based on the pi.Jrehasing utility.'s avoided cost,-"then any resulting-loss is essentially invisible when 
viewed from the perspective Of the tot.al electricity generation, transmission, and distribution system. 
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compliance with-.State or federal laws, 1 the.provision of lower-cost, economic power altematives,2 

or whether the generation-addition helps address reliability and service quality issues:'3 

Friesian witness Bednar also testified that the Facility would provide a significant number 
of renewable energy credits (RECs) for use by NCEMC to comply with North Carolina's 
Renewable Energy and Energy Efficiency Portfolio Standards (REPS). Friesian witness Wilson 
similarly stated that "NCEMC likely analyzed its ... renewable generation supply needed for 
REPS compliance ... and concluded that contracting with Friesian was a cost-effective way to 
meet those needs." But neither witness Bednar nor witness Wilson provided any corroborating 
evidence that the RECs that would be procured by NCEMC from Friesian are necessary for this 
purpose or that NCEMC has an actual need for RECs. 

Relatedly. on July 18, 2019, NCEMC filed an unswom comment in this docket, stating that 
"the [Friesian] Project- specifically, the parties' execution of the Project PPA- will 
simultaneously advance NCEMC's pursuit ofBEF [a set of 'strategic business objectives' called 
'A Drighter Energy Future'] and further its ability to achieve REPS compliance." But the letter 
filed by NCEMC is merely a restate·ment ofNCEMC's three business objectives. It docs not set 
out a specific, or even a general, strategy for attaining "A Brighter Energy Future," it contains no 
programs, policies, goals,.objectives, or metrics, and it does not speak at all to NCEMC's targets 
for REPS compliance. In short, neither NCEMC nor Friesian presented sufficient evidence 
supporting-the general assertion that the RECs generated by the Facility will facilitate NCEMC's 
compliance with its REPS obligations or meet its business objectives. See N.C.G.S. § 62-65(a). 

Moreover, an examination of both NCEMC's most recent, verified NC REPS Compliance 
Plan, filed August 29, 2019, in Docket No. E-100, Sub 163, and the database in the North Carolina 
Renewable Energy Tracking Systcm.(NC-RETS)- both Of'Which the Commission took judicial 
notice, see Tr. vol. 3, 78 - show that NCEMC has fully satisfied ·its.RECs requirements without 
the Facility and,.thus, does not need the Facility's RECs to achieve or maintain compliance for the 
near future. Indeed, the Friesian PPA, which was executed in June of 2019, is not referenced or 
identified in NCEMC's REPS Compliance Plan. Based on the foregoing, the,Commission,is not 

1 See, e.g., Order Granting Certificate and Accepting Rcgisiration ofNcw Renewable Facility, Application uf 
Atlantic Wind, LLC, for a Certificate of Public Convenience and Necessily, No. EMP-49, Sub 0 (N.C.U.C. May 3, 
2011; Order Granting Certificate of Public Convenience and Necessity with Conditions, Application of Duke Energy 
Carolina:.·, LLC,for Approval of a Solar Photovoltaic Di.YtributedGeneration Program, No. E-7, Sub 856 (N.C.U.C. 
Dec. 31, 2008). 

1 See, e.g., Order Issuing Certificate of Public Convenience and Necessity with Conditions, Application ofD11ke 
Energy Corolinas, LLC,for a Certificate af Public Convenience and Necessity lo Construct a 402-MW NaJural Gru
Fired Comb1L1·tion Turbine Generating Facility in Lincoln County, North Carolina, No. E-7, Sub 1134 (N.C.U.C. 
Dec. 7, 2017). 

3 See, e.g., Order Granting Certificate with Conditions, Application of Duke Energy Progress, LLC, far a 
Certificate of Public Convenience and Necessity to Construct a Microgrid Solar and Battery Storage Facility in 
Haywood County, North Caroli11a, No. E-2, Sub 1127 (N,C.U.C. Apr. 6, 2017); Order Granting Certificate of Public 
Convenience and Necessity with Conditions, Application of Duke Energy Progress, LLC for A Certificate of Public 
Convenience and Necc.uity to Cmufnlct a Micro grid Soli:Jr and Battery Storage Facility in Madison County, North 
Carolina, No. E-2, Sub 1185 (N.C.U.C. May 10, 2019). 
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persuaded.that the generation by the Facility of a significant number of RECs for use by NCEMC 
for REPS compliance demonstrates a need for the Facility in the region. 

Friesian witness Bednar testified that the construction of the Facility will result in the 
creation of jobs and tax revenue.in Scotland County. However, when the Commission pressed 
witness Bednar to providc-.support for the economic impact calculations; he was ,unable to do so. 
See Tr. vol. 3, 87-89. 

On the topic of general need for new generating facilities in this region, the Commission 
notes that (BEGIN CONFIDENTIAL( 

(END 

CONFIDENTIAL]. 

To this end, the Commission recognizes, as,tcstified to by Public SlalTwitncsses Lawrence 
and Metz, that DEP's IRP indicates a capacity need over the planning period. However, the 
Commission also notes the Public Staffs testimony that •~one cannot assume that any generation 
resource can be added to, and complement, the existing system just because reserve margins fall 
below a particular threshold[.]" Id. at 117 (emphasis added). Rather, the IRP involves a capacity 
expansion model that solves for multiple system.constraints and scenarios ultimately to determine 
the generation resources needed to meet load projections over the planning period. As Public Staff 
witness Metz and Lawrence testified, and as Friesian witness Askey acknowledged on 
cross-examination, the DEP system is winter peaking and winter planning at this time, and while 
DEP's-IRP demonstrates a need for additionaJ capacity to meet winter peak loads, the addition of 
Wicontrolled, intermittent solar generation will provide. minimal contribution to winter morning 
peak loads and limited value to grid operators. Id.; see also Tr. vol. 2, 176-79. Thus, the 
Commission is persuaded by the Public Staff that the capacity need identified in·DEP's IRP does 
not support·a determination of need for the Facility. 

Importantly, the Applicant has identified no reliability or service .quality concerns 
necessitating the Facility. To the contrary, Fricsian witness Bednar acknowledged that DEP states 
that the continued addition of solar generation in the DEP East Balancing Arca would instead 
exacerbate existing reliability challenges and increase the potential for NERC compliance issues. 
See Tr. vol. 2, 165-67. He also acknowledged that DEP's growing experience in managing 
operationally excess energy and increasingly steep ramping requirements as additional 
unscheduled and uncontrolled solar generation is integrated into the system will increase the 
likelihood _of emergency cwtailments of solar generation in DEP. Id. at 167-69. 

In sum, while the Commission gives some weight to the PPA as support for the need for 
the Facility, the Commission balances this evidence against the Applicant's failure to substantiate 
either the need for RECs generated by the Facility or its economic impacts, that_.the Facility is not 
likely to satisfy the capacity need identified in the DEP IRP, and that the Facility is not proposed 
to address reliability or service quality concerns and may actually exacerbate existing reliability 
and service quality issues being experienced in the DEP East BaJancing Arca. Based on the weight 
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of the evidence, the Commission concludes that the Applicant has failed to demonstrate a need for 
the Facility. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 9-12 

The evidence supporting these findings of fact is found in the Application and the 
testimony of Friesian witnesses Bednar and Wilson, and the joint testimony of Public Staff 
witnesses Lawrence and Metz. 

According to the Application and as Friesian witness Bednar testified, the Facility would 
be constructed on approximately 544 acres in Scotland County, North Carolina, southwest of 
Laurinburg. The Facility would interconnect with the DEP transmission grid through a newly 
constructed 34.5-kV collector. station directly adjacent to the DEP Laurinburg-Bennettsville 
230-kV transmission line. See also Application Exhibit 5. Witness Bednar testified that the Facility 
is expected to have a useful life of approximately 20 years and that the estimuted construction costs 
for the generating plant arc approximately $100 million. Tr. vol. 2, 19-21. 

Witness Bednar also described the factors that Birdseye uses to identify the lowest cost 
sites for solar development.in the State, including the Facility. He listed several favorable attributes 
present in the southeastern region of the State, including the abundance of open, flat land, low 
population density, proximity to transmission infrastructure, and favorable geology for the 
low-cost installation of solar foundations., Given these attributes, the.region has already attracted 
significant solar development and is now severely constrained, with no·new generation resources 
able to be added without substantial upgrades to DEP's transmission system. Tr. vol. 2, 24-34. 

Public Staff witnesses Lawrence and Metz testifiei::I that under the Large Generator 
Interconnection Agreement (LGIA) executed between DEP and Fricsian in June 2019,(see Pi.iblic 
Stafrs August 26, 2019 Prehearing Brief, Exhibit I), the Facility requires approximately 
$4 million in Interconnection Facilities that are directly attributable to the Facility, including a new 
230-kV breaker station. In addition, the Facility will also require.extensive transmission network 
upgrades (Network Upgrades). The Network Upgrades arc currently estimated to cost 
$223.5 million, and include reconductoring 63 iniles, and uprating I0·miles, of DEP transmission 
lines. Id.; see also Tr. vol. 3, 122. 

Witnesses Lawrence and Metz explained that.the LGIA obligates Friesian to pay for the 
Intcrconnectioh-Facitities, to provide DEP with security for the associated Network Upgrades, and 
to pay DEP's invoices for costs incurred to construct the Network Upgrades. Upon commercial 
·operation and under Duke's Open Access Tran_smission Tariff(OAIT), however, Friesian would 
be entitled to receive repayment from DEP of the entire balance of the Network Upgrades cost 
plus interest at the monthly interest rates posted by FERC. Under the LGIA, specifically, DEP 
must repay Friesian via lump sum cash repayment by the earlier of either DEP's next North 
Carolina general rate case or by December 31, 2027, with interest. 

DEP then would seekto include approximately 30% of the costs in its FERC fonnula rates 
charged to its wholesale customers, resulting in an increase in transmission rates of approximately 
10% above the average annual rate on a pro-rata basis across all ofDEP's wholesale transmission 
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customers. Id. at 101, 124-25. At the retail level; the remaining 70% of the costs would be 
recovered from DEP's retail customers through base rates, with 60% recovered through North 
Carolina-base rates and 10% recovered through South Carolina base rates. Based on calculations 
completed by DEP, this cost recovery would result in an order of magnitude increase in retail rates 
for OEP's North Carolina retail customers of approximately 0.5% per year on a pro-rata basis. 
Id. at 124-26. 

Public Staff witnesses Lawrence and Metz stated that the Public Staff generally evaluates 
interconnection and system upgrade costs in .other merchant and utility CPCN proceedings. In 
several of those proceedings Public Staff noted some concerns regarding certain 
transmission-related costs but did not ultimately recommend denial of the CPCNs. Witnesses 
Lawrence and Metz also testified that for a •number of these previously reviewed merchant 
generating facilities, however, several were proposed to be sited· in the ·service territory of 
Dominion Energy North Carolina (DENC). Jd. at 126-28. 

Public Staff witnesses Lawrence and Metz argued that a levelizcd cost of transmission 
(LCOT) anal)'sis provides a tool to evaluate the reasonableness of the upgrade costs associated 
with certain generating technologies. They cited to a 2019 study by Lawrence Berkeley National 
Laboratory (LBNL Study) that reviewed interconnection cost studies for renewable energy 
facilities on a nationwide basis, doing so by calculating LCOT value. Witnesses Lawrence and 
Metz explained that LCOT value is calculated by dividing the annualized cost of the required new 
transmission assets over the typical transmission asset lifetime by the.expected annual gener'ator 
output in MWh, with the outputs presented in a $/MWh value. The LBNL Study compiled 
transmission upgrade costs for 303 projects in the MISO region (amounting to a total of 49 GW); 
338 projects in PJM (amounting to a total of 64 OW); and another 2,399 projects from various 
locations as reported to EIA. /d. at 129-30,· see also Lawrence/Metz Exhibit 2. 

In tenns of solar generating facilities, the ·LBNL Study found that network upgrade costs 
forsolar projects in MISO averaged $56/kW, with an LCOT value of$l.56/MWh; in PJM they 
averaged $116/k.W, with an LCOT value of$3.22/MWh; and in the.other locations (from the EIA 
data) they averaged$ I 03/k.W, with an LCOT value of $2.21 /MWh. Witnesses Lawrence and Metz 
testified that, by comparison, the cost of the Network Upgrades is $3,186/k.W, with an LCOT value 
of$62.94/MWh. Lawrence and Metz also coinpared theLCOT value for Friesian with that of other 
merchant generators in North Cafolina for which the Commission had issued CPCNs. The LCOT 
values for the NTE Kings Mountain (Docket No. EMP-76, Sub 0) and NTE Reidsville (Docket 
No. EMP-92, Sub 0) facilities were significantly lower than the LCOT value projected for Friesian 
at $0.33/MWh and.$0.92/MWh respectively. Tr. vol. 3, 130-33. 

In rebuttal, Friesian witness Wilson testified that the LCOT analysis conducted by the 
Public Staff compared an individual project to average values presented by total volumes of 
renewable generation derived from large data sets. She further indicated that the Public Staff's 
calculation ofLCOT for Friesian should be adjusted to include all of the projects that are behind 
Friesian in the interconnection queue and thus the Public Staff should 'have summed the total 
number of MW associated with those projects into its analysis, as well as the transmission costs 
associated with those.projects. Witness Wilson testified that, if an additional 1,561 MW of projects 
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that are interdependent on.the Network Upgrades were included in the calculation, the cost of the 
Network Upgrades would fall within the range of the LBNL Study. Tr. vol. 2, 113-16. 

Witness Wilson also testified that the Regional Energy Deployment System (RcEDS), 
developed by the National Renewable Energy Laboratory (NREL), considers generation and 
transmission capacity costs in its capacity-expansion model in order to minimize busbar and 
system-level costs for electric-sector planning purposes. Based on the 2018 Standard Scenarios 
pl'Csentcd by the ReEDS model, North Carolina in an optimized scenario could add' another 
9Q0 MW of solar above current levels and a,;sociatcd transmission necessary for integration by 
2022. Id. 

Likewise, Friesian witness Askey testified that the Public Stairs LCOT analysis failed to 
consider additional generation that would use and benefit from the Network Upgrades. Witness 
Askey also stated that-there are significant differences in LCOT calculations for Friesian compared 
to those for regional transmission,organizations (RTOs) like MISO and PJM, which are regulated 
by FERC and.outside of any state regulatory compact. In the context ofRTOs, costs associated 
with transmission upgrades to accommodate new generation may be evaluated as part of 
system-wide baseline upgrades, as network improvements, and as directly assigned costs, and that 
the cost allocation may vary as a result of the different assignment of costs. Therefore, he 
concluded, it is diflicult for any entity other than· the RTO itself to detennine the LCOT for a 
generating facility interconnecting to the grid. Witness Askey thus testified that comparing the 
LCOT for the Network Upgrades provides little.discemablc value. Tr. vol. 2, 91-92. 

Upon questioning, however, witness Askey acknowledged that the largest transmission 
network upgrade that a merchant facility has accepted responsibility for within PJM was 
$125 million and that the project involved a gas-fired facility. Witness Askey indicated that a solar 
facility within PJM would not accept financial responsibility for network upgrades in the range of 
$425 million even under the model that subsequent projects coming online would contribute to the 
cost. Tr. vol 3, 83-84. 

Discussion and Conclusions 

The Commission may consider all costs that arc required to construct a proposed electric 
generating facility, including the cost to construct the generating plant. as well as the cost to 
construct interconnection facilities and network upgrades, when considering an application for a 
CPCN pursuWJt to N.C.G.S. § 62-110.1 and Commission Rule R8-63. To this end, the 
Commission, when evaluating whether public convenience and necessity requires granting the 
CPCN in this case, will consider the total construction cost of the Facility, which includes the cost 
of the generating plant, the-interconnection facilities, and the Network Upgrades. 

The plain language ofN.C.G.S. § 62-110.1 authorizes the Commission to consider all costs 
associated with the construction of the proposed generating facility. Specifically, the statue 
provides that, "[8.Js a condition for receiving a certificate, the applicant shall file an estimate of 
construction costs in such ·detail as the Commission may require . .. nnd no certificate shall be 
granted unless the Commission has approved the estimated construction costs and made a finding 
that construction will be consistent with the Commission's plan for expansion of eleetric 
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generating capacity." N.C.G.S. § 62-110. l{e) (emphases added). When.the language of a statute is 
clear and unambiguous it must be given its plai_n and definite meaning. Carolina Power: & Light 
Co. v. City of Asheville [(CP&LI)], 358 N.C. 512,518,597 S.E.2d 717, 722 (2004). 

Nothing in the statute delineates or otherwise limits which costs that the Commission may 
consider when eva.luating.an application for a CPCN. See Midrex Techs., Inc., v. N.C. Dep't of 
Revenue, 369 N.C. 250, 258, 794 S.E.2d 785, 792 (2016) (courts must "give effect to the words 
actually used in a statute and should neither delete words used nor insert words not used .... ") 
( citation and quotation marks omitted). Thus, the Commission may consider all costs of a proposed 
facility, including those-necessary to-interconnect to the system and transmitthe energy produced 
by the generating facility, i.e., all costs that are necessary to make useful operation ofth,c facility 
at the outset. See High Rock Loke Ass 'n, 37 N:C. App. at 140-41, 245 S.E.2d at 790 (the statute 
"directs the Utilities Commission to consider ... the construction costs of the project before 
granting a certificate of public convenience and necessity for a new facility") ( emphasis ~dded). 

The CPCN statute also obligates the Commission to anaJyze "the long-range needs for 
expansion of facilities ... including. its estimate of the probable future growth of the use of 
electricity, the probable needed generating reserves, the extent, size, mix and general location of 
generating plants and arrangements for pooling power to-the extent not regulated by the Federal 
Energy Regulatory Commission and other arrangements with other utilities and· energy suppliers 
to achieve matimum efficiencies for lhe benefit of the people of North Carolina . ... " 
N.C.G.S. § 62-110.1 (c) (emphasis added); see also State ex rel. Utilities Com'n v. Carolina Power 
& Light Co. [(CP&L 11)), 359 N.C. 516,522,614 S.E.2d 281,285 (2005). And, "[i]n acting upon 
any petition for the construction of any facility for the generation of electricity, the Commission 
shall lake intQ account the applicant's arrangements with other electric utilities for'interchange of 
power, pooling of plant, purchase of power and other methods for providing reliable, efficient, and 
economical electric service." N.C.G.S. § 62-110.l(d) (emphasis added). Without consideration of 
the total construction cost of a proposed .generating facility, the Commission cannot ensure that 
any build-out will represent maximum efficiencies and provide cost-effective electric service for 
citizens and other ratepayers. See CP&L /1, 359 N.C. at 522,614 S.E.2d at 285. 

Additionally, assuming arguendo that the language of the CPCN statute is ambiguous, the 
Commission concludes that the legislature must have intended that the Commission would 
consider all costs triggered by the siting of a generating plant. The '-'best indicia of that intent" 
includes "what the act seeks to accomplish." Diaz v. Div. of,Soc. Servs., 360 N.C. 38_4, 387, 
628 S.K2d I, 3 (2006) (citation omitted); occord CP&L I, 358 N.C. at 518, 597 S.E.2d at 722 
("the·reviewing court must construe the statute in an attempt not to defeat or impair the object of 
the statute .... "). The very reason the CPCN statute was enacted was to stop the costly 
ovcrexpansion of facilities ·to serve areas that did not need them. See High Rock Lake Ass'n, 
37 N.C. App. at 140-41, 245 S.E.2d at 790; see also State ex rel. Utils. Comm'n v. Empire Power, 
112 N.C. App. 265,280,435 S.E.2d 553,561 (1994). 

This conclusion is further infonned when reading "[the CPCN] standard in pari maleria 
with N.C.G.S. § 62-2 which contains ten [now twelve] specific policies .... " Empire Power, 
112 N.C. App. at 274, 435 S.E.2d at 557. Several of these policies support that the legislature 
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intends the Commission to encourage cost-effici~nt siting of generation facilities, and thus that the 
Commission has th~ authority to consider all costs borne as a result of that siting decision. 

Friesian and intervenors NCCEBA and NCSEA have argued that-even if the.Commission 
has the statutory authority to c01,1sider the transmission upgrade costs, any such consideration is 
preempted by the Federal Power Ac~ 16 U.S,C.S § 791a, et seq. (FPA or the Act),'and FERC's 
jurisdiction .under that Act. In brief, these parties contend that because FERC has sole jurisdiction 
~o determin_e the manner in which the costs of the Network Upgrades will be paid and then assigned 
to various parties and interests, the Commission-is thereby forbidden to consider both the fact that
the Facility will cause such costs to, be incurred and the· magnitude of such costs in themselves 
or proportionally. 

It is well-established that states ·have traditionally assumed jurisdiction and authority over 
the generation-of electricity, and thus over decisions addressing the need for and the-siting of all 
nece:Ssary facilities. See Pacific Gas & Elec. Co. v. Slale Energy Resources Conservalion-and 
Developmenl Comm 'n, 461 U.S. 190, 194, 75 L. Ed. 2d 752, 760 (1983); see olso FERC v. Elec. 
Power Supply Ass 'n [(EPSA)J, 577 U.S.~~ l 93L. Ed. 2d 661,668 (2016). Similarly, "states 
have traditionally assumed all jurisdiction [over the approval or denial ofJ. permits for the siting 
and construction·of'electric transmission f3cilities." Piedm<inl Environmental Council v. FERC, 
558 F.3d 304,310 (4th Cir. 2009), cert. denied, 558 U;S. 1147, I 75 L. Ed. 2d 972 (2010); see also 
Promoting Wholesale Competition·, Through Open Access Non-Discriminatory Transmission 
Services by Public U1ilities; Recovery of Stranded Cosls by -Public Ulililies and Transmilling 
Utilities, Order No. 888, 75 F.E.R.C. 16!;080, P.433 n.543, 61 Fed. Reg. 21,540, 21,626 n.543 
(1996) ("Among other things; Congress left to the States authority. to regulate generation and 
transmission· siting."). Indeed,_ the FPA only gives FERC -the authority to interfere with this 
jurisdiction- i.e., delegates -to FERC federal jurisdiction'-~Wliich preempts state jllrisdiction -
when the transmission both falls inside a national interest corridor and one of five 1'carefully 
drawn" circumstariccs applies. See 16 U.S.C.S. § 824p(b)(l); see also Piedmont, 558 F.3d 
at313-14. 

Even in a traditionally state-occupied realm, howev~r, Congress may supersede state or 
local action either explicitly or,implicitly. See generally Pacific Gas, 461 U.S. at 203-04, 75 L. 
Ed. 2dat 765; see also New Yark v. FERC, 535 U.S. 1, 18, 152 L. Ed. 2d 47, 62 (2002); Anderson 
v. Sara Lee Corp., 508 F.3d 181, 191 (4th Cir; 2007). There, State action is preempted only-to the 
extent that it: "ilctually conflicts with federal law";-·makes compliance with both_ federal and state 
law impossible; or "stands as an obstacle to the accomplishment and execution of the full purposes 
and objectives of Congress." Pacific Gas, 461 U.S. at·204, 75 L. Ed. 2d at 765 (eitations and 
quotation .marks omitted); And on review there· is-no "presumption one way or the other.'' New 
York; 535 U.S. at 18, 152 L. Ed. 2d at 63. 

The FPA gives FERC the 

exclusive authority to regul_ate the sale of electric energy at wholesale in interstate 
commerce ... [and] assigns to FERC responsibility for ensuring that "[a]ll .rates 
and charges made, demanded, or received by any public utility for or.in connection 
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with the transmission or sale of electric energy subject to the jurisdiction of the 
Commission ... shall be just and reasonable .... " 

Hughes v. Ta/en Energy Marketing, LLC, 578 U.S.~ ~194 L. Ed. 2d 414, 419-20 (2016); 
see also 16 U.S.C. § 824(b){l). "This statutory text ... unambiguously authorizes FERC to assert 
jurisdiction over two separate activities - transmitting and selling [the power in the wholesale 
market]." New York, 535 U.S. at 19-20, 152 L. Ed. 2d at 63; see also 16 U.S.C. § 824(a). 

The FPA also gives FERC jurisdiction over "any rate, charge, or classification, demanded, 
observed, charged, or collected by any public utility for any transmission or sale subject to the 
jurisdiction of[FERC]" as·well as •:any rule, regulation, practice, or contract affecting such.rate, 
charge, or classification." 16 U .S.C. § 824e(a). Admittedly, this jurisdiction might well encompass 
allocating the cost of transmission facilities to retail .ratepayers once those facilities have been 
constructed. See S.C. Pub. Serv. Auth. v. FERG, 762 F.3d 41, 63-64 (D.C. Cir. 2014) (finding that 
this "does not interfere with the traditional state authority that is preserved.by Section 201" of the 
FPA); see also Standardization of Generator Interconnection Agreements.and Procedures, Order 
No. 2003, 104 F.E.R.C. 161,103 (2003). 

But nothing in the FPA extends this jurisdiction over, and precludes, the States' 
consideration of the cost of required transmission network upgrades when detennining the most 
prudent and cost-effective locations for generating facilities to be placed or whether the generation 
is needed in the first instance. See Virginia Uranium, Inc. v. Warren, 139 S. Ct. 1894, 1907, 204 
L. Ed. 2d 377,389 (2019) (typically, "any '[e]videncc of pre-emptive purpose,' whether express 
or implied, must ... be 'sought,[an_d found] in the text and structure of the statute at issue."); see 
also id. at 1900, 204 L. Ed. 2d at.381 (" ... it is our duty to respect not only what Congress wrote 
but, as importantly, what it didn't write."). Nor do any ofFERC's regulations or orders decidedly 
extend the same. See generally Hillsborough County v. Automated Med. Labs., inc., 471 U.S. 707, 
717, 85 L. Ed. 2d 714, 724 (1985) ("We are even more reluctant to infer pre-emption from the 
comprehensiveness of [agency]_ regulat\ons than from the comprehensiveness of.statutes .... "). 

Rather, "the law places beyond FERC's power, and leaves ,to the States alone ... control 
over in-state facilities used for the generation of electric energy." Hughes, 578 U.S. at__, 194 L. 
Ed, 2d at 420 (citations·omitlcd). This.authority includes deciding where to site those generation 
facilities and "[t]hcre is little doubt that ... state public utility commissions or similar bodies are 
empowered to make the-initial decision regarding the need for power." Pacific Gas, 461 U.S. at 
205-06, 75 L. Ed. 2d at 760 (citations omitted); see also Conn. Dep't of Pub. Util. Control v. FERG, 
569 F.3d 477,481 (D.C. Cir. 2009) ("State and municipal authorities retain the right to forbid new 
entrants from providing new capacity ... to limit new construction to more expensive, 
environmentally-friendly units, or to take any other action in their role as regulators of generation 
facilities without direct interference from the Commission"; it is the "consumcl'-constituents of 
state commissions ... [that] will appropriately bear the costs of that decision, including paying 
more for system reliability from older and less efficient wiits."). This authority thus necessarily 
includes consideration of all the infonnation that might impact that siting decision - including 
the construction of transmission system upgrades required to accommodate that 
additional generation. 
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FERC implicitly recognized the same in Order No. 888. See Order No. 888, 61 Fed. Reg. 
at 21,626 n.543. FERC further-declared that its Final Rule "[was] not [to] affect or encroach upon 
state authority in such traditional areas as the authority over local service issues, including 
reliability of local service ... [and] utility,gcneration and resource portfolios." Id. at n.544 (cited 
in New York, 535 U.S. al 24, 152 L. Ed. 2d at 66). 

Later, FERC issued Order No. I 000 in an effort to manage electric transmission grids on a 
regional level. See Transmission Planning & Cost Allocation by Transmission Owning & 
Operating Pub. Utils., Order No. l000, 136 F.E.R.C. 161,051 (201 I). Therein, FERC recognized 
that States could continue to regulate electric transmission lines, explicitly stating: 

We acknowledge that there is longstanding state authority of-certain matters that 
arc relevant to transmission planning and expansion, such as matters -relevant to 
siting, permitting, and construction. However, nothing in this Final Rule involves 
an exercise of siting, pennitting, and constrnction authority. The transmission 
planning and cost allocation requirements of this Final Rule ... are associated with 
the processes used to identify and evaluate transmission system needs and potential 
solutions to those needs. In establishing these refonns, the Commission is simply 
requiring that certain processes be instituted. This in no way involves an exercise 
of authority over those specific substantive matters traditionally reserved to the 
states, including integrated resource planning, or authority oyer such transmission 
facilities, For this reason, we see no reason why this Final Rule should create 
conflicts between state and federal requirements. 

Order No. 1000 at ,i 107; seealsoMISO Transmission Owners v. FERC, 819 F.3d'329, 336 (71h Cir. 
2016) (it was a 0 propcr goal" for FERC ''to avoid intrusion on the traditional role of the States in 
regulating the siting and construction of transmission facilities"), cert. denied, 137 S. Ct. 1223, 
197 L. Ed. 2d 463 (2017). It makes little sense.then that the Commission would continue to have 
authority ·over the siting, pennitting; and construction of all generation and transmission 
facilities - .including for integrated resource planning purposes - but would not have the 
authority to consider all information that might impact the propriety of siting and constructing 
those facilities. 

That conclusion is also consistent with and supported by language in the Supreme Court's 
decision in Nantahala Power & Light Co, v. Thornburg, 476 U.S. 953, 90 L. Ed. 2d 943 (1986). 
Though the question now·before the Commission presents in a different procedural guise than the 
ratemaking proceedings ·that were at issue in Nantahala, Justice O'Connor's discussion of the 
distinction between a-decision to purchase power and the price at which such power is purchased 
is nevertheless pertinent. In holding that this Commission impennissibly invaded FERC's 
exclusive jurisdiction when it attempted to establish retail rates that did not recognize and accept 
the FERC-detennined allocation-of low-cost "entitlemenl power," the Court noted that such a case 
was not the same as an unconstrained decision whether or not to enter into a transaction involving 
the purchase of power in 'the first instance, stating: 

Without deciding this issue, we may assume that a particular quantity of power 
procured by a utility from a particular source could be deemed unreasonably 
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excessive if lower-cost power is available elsewhere, even though the higher-cost 
power actually purchased is obtained at a FERC-approvcd, and therefore 
reasonable, price. 

Id. at 972, 90 L. Ed. 2d at 958 (emphasis iri original). In other words, because the utilities in 
Nantahala were bound by FERC's allocation of available low-cost "entitlement power," they were 
not free-to purchase a greater amount of such low-Cost.power, in preferencc·to higher cost power 
from other wholesale suppliers, and consequently this Commission was likewise bound by such 
allocation in setting retail rates for such-utilities. 

The important distinction between the facts in Nantahala and those presented to the 
Commission here is that the decision posed.to the utilities in Nantahala-'that is, whether, and 
how much power, to purchase -was constrained by FERC determinations. In this case; however, 
the question to be decided is not so constrained. FERC has not ordered, directly·or indirectly, that 
the Friesian facility be constructed, that it be sited at any particu!ar location in the state, that its 
energy and capacity be sold to any particular purchaser, that such energy and capacity be-sold at 
any particular price, or any other of the numerous other details of the Friesian project. Whether it 
is in the public convenience and necessity that Friesian be-constructed at all is conceptually the 
same type of decision as that embodied in the above-quoted passage from Nantahala. 

Two years after the Nantahala decision, in Mississippi Power & Light Co. ·v. Mississippi 
ex rel. Moore, 487 U.S. 354, 101 L. Ed. 2d 322 (1988), the Supreme Court reiterated' that 
distinction, quoting from Nanlahala and elaborating thus: 

Appellecs seek to characterize this case as falling within facts distinguished in· 
Nantaha/a. Without purporting to determine the issue, we stated in Nantaha/a: 
"[W]e may assume that a.particl!lar quantity of power procured by a utility from a 
particular source could be deemed unreasonably excessive if lower-cost power is 
available elsewhere, even though the higher-cost power actually purchased is 
obtained at a FERC-ripproved, and therefore reasonable, price . ... " As we 
assumed, it might well be unreasonable for a utility to purchase unnecessary 
quantities of high-cost power, even at FERC-approved rates, if it had the legal right 
to refuse to buy that power. But if the integrity of FERC regulation is to be 
preserved, it obviously cannot be unreasonable for MP & L to procure the particular 
quantity of high-priced Grand Gulf power that FERC has ordered it to pay for. Just 
as Nantahala had no legal right-to obtain any more low-cost TY A power than the 
amount allocated by FERC, it is equally clear that MP & L may not pay for less 
Grand Gulf power than the amount allocated by FERC. 

Mississippi Power, 487 U.S. at 373-74, 101 L. Ed. 2d at 340 (internal citation omitted). Once 
again, the utility's decision whether, and how much power, to.purchase was legally constrained by 
FERC's determination of the wholesale power allocation and the·wholcsalc rates. Thus, in both 
Nantaha/a and Mississippi Power the matter of whether the affected utility would or would not, 
or should or should not, enter into an arrangement or agreement governed by FERC-established 
rules and orders had already been decided before the state regulatory bodies considered those 
arrangements in ratemaking proceedings. 
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The two cases stand for the proposition that a state cannot, through its'retail ratemaking, 
attempt to·nullify·or vary an action taken or cost incurred by the regulated utility in consequence 
of and in compliance with FERC rules and.detenninations. By contrast, the question now before 
this Commission is, in substance, the same as.would have been the case if the Mississippi _Public 
Service Commission, cognizant of likely or anticipated FERC policy and practice, had decided 
that a CPCN should not be_ granted to pennit Mississippi Power & Light Co. to.participate in the 
joint construction of the Grand Gulf nuclear power plant.' And, accordingly, both Nan/aha/a and 
Mississippi Power support the detennination that wheth~r or not power shall be procured at all
in this ease by means of the construction.of a new generating facility- is not limited by FERC's 
jurisdiction to detenuine the price of such power or .the assignment of the costs of procuring it. 

That ·said, no party disputes that southeastern North Carolini;i exhibits many attributes 
favorable for the development- of,solar generating facilities and that those attributes have resulted 
in significant solar development in that region. As a_ result, however, the transmission 
infrastructure.in that portion of the DEP system is approaching a.tipping point where additional 
generation in certain·portions·ofthe system will require.significant upgrades to the network. The 
Commission shares the concern of the _Public Staff regarding the appropriateness of siting 
additional generation in this region, in this manner, ·and at this time, given the ·significant cost 
implications for the provision of electric service in North Carolin_a. 

This concern is especially prudent-given a comparison of the·cost of comparable new solar 
energy facilities. To this end, the Commission views the LCOT analysis perfonned by the·Public 
Staff as a benchmark of the reasoriableness of the Network Upgrades relative to other similar 
transmission investments made to interconnect generating facilities in North Carolina.2 And ,the 
LCOT analysiS perfonned ~y the Public Staff shows just_ how unprecedented the· cost' of the 
Network Upgrades are to costs realized.on a national basis. to ·that end, the Commission accepts 
that the calculated LCOT value of the Network Upgrades is $62.94 MWh,,and far surpasses - it 
is J9.5 times higher. than- the next highest mean range value reported by the Study for solar 
generating facilities calculated in MISO, PJM, q"r more broadly by EIA.3 

1 It is of.interest that the Mississippi Public Service Commission had originally granted a CPCN lo Mississippi 
Power & Light Co. to participate in the Grand Gulf nuclear plant development before any of the matters in controversy 
in .. the case took ·place. This fact was noted by the Supreme Court' as part of the factual-background for the case, see 
Mississ_jppi Power, 487 U.S. at 358-59, 364, 101 L. Ed. 2d at 330-31, 333~34, but there is nothing· in the Court's 
decision lo sUggesl that the Mississippi commission would have been intruding on·FERC'sjurisdiction-had'il simply 
chosen to deny the CPCN due to unCCrtainties or concerns about the ultimate costs that would have been incurred by 
or assigned lo Mississippi-Power & Light Co. 

1 The Commission notes that the LBNL Study specifically states that the cost infunnation in the report is 
generalized nnd should be.used to inform high-level decisions and directives. LBNL Stud)' at 27. 

3 The Commission also rejects. as Fricsian argues, that uncertain future generation must be included when 
calculating the Fricsian Facility's LCOT value. To the contmry, thC LCOT analysis.provides a useful comparison of 
actual iiicurred costs with.the proposed transmission upgrade costs associated with specific generation resou~s. The 
LCOT analysis does not ev:i.luate thC loading of existing lines and ·whether they ore fully subscribed, but instead 
provides a high-level comparison of costs that have been incurred ar01.md the nation lo interconnect solar facilities. To 
assume that those lines can, or will certainly, accommodate additional generation resources goes beyond the scope of 
the LBNL Study. Insofar as tlie Commission were to accept DEP's estimate that the Network Upgrades will fa~ilitate 
another 1,000 MW of generator interconnections (for a total of 1,070 MW)- which, as discussed further below, is 
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The Commission has also reviewed the other North Carolina merchant plant projects 
discussed by Public Staff witne.sses Lawrerice and Metz. as well as the cost estimates for other 
Duke transmission projects as reported by the North Carolina Transmission Planning Collaborative 
(NCTPC) for the last14 yearii-ofwhich the Commission tookjudicial notice at-the hearing. See 
Tr. vol. 3, 77-78. During those 14 years, the typical Duke transmissiqn project had a-mean cost in 
the range of $20, to $42 milliOn; and the two most expensive Duke_ transmission projects were 
estimated to cost $85 million (Richmond to Fort Bragg Woodruff Street• 230 kV line) and 
$95million (Orchard Tie 230/.100 kV tie station). The NTE Reidsville combined cycle plant's 
interconnection costs were estimated at $53 million. At an estimated construction cost of 
$223.5 million, the Network Upgrades would far and away· be the sing]e costliest transmission 
project in North Carolina in recent.times, perhaps the most expensive ever. 

No party through the time of the hearing- or any time prior to_-the filing of the parties' 
proposed orders-challenged the accuracy of the estimated·$223.5 million plus interest. 1 Further, 

uncertain- the cost would still be a r_cl11tively high $208/kW, still close_ to double the highes~ average cost of any.of 
the gr_oupings studied, 

Likewise,·the Commission agrees with the Public Staff that DEP's estim11te overlooks the likelihood that these 
•future projects will themselves require additional costly upgrades. Without studying the future projects 
comprehensively as part of a group or cluster, however, how much additional generation would be able to ~nterconnect, 
and whether additional upgrade costs could impacf the LCOT calcufotions;is unecrtain. 

1 On January 8, 2020, DEP filed a late-filed exhibiL That filing describes the basis for the almost doubling of 
costs from the initial estimate of$1 !6 million: "a'more detailed understanding of llie scope and ... developed using 
the Company's [recently] updated cost and scheduling systcuis." DEP also indicates therein that-already-experienced 
increases in labor costs and costs due to environmental compliance factored into the $223;5 million estimate. In 
addition, a contingency of approximately $39.5 million was included in th11t estimate. January 8,.2020 DEP Late-Filed 
Exhibit, I. 

On April 16, 2020, DEP filed a supplemental late-filed exhibit That filing sought'to revise DEP's earlier estimate 
from $223.5 million to $187.3 million. The filing explains the basis for the $37.1 million reduction as driven primarily 
by: lowered vendor rates; material assumption variances, and the use ofa wood product matting in lieu of a composite 
materia1 in some locations; and reduction of the earlier contingency. amount-which was itself$39.5 million. 

But neither of these late-flied exhibits were subject to examination nor is it clear through what witness they might 
be introduced.'lndeed, not only did no party, includlng·DEP, choose to call an appropriate witness at the hearing to 
explain the bases for these no_w three estimates, the late-filcil exhibits themselves arc merely. leners from Duke's 
Associate General Counsel, who was neither a witness in this case nor was ever likely to be one. Rather than assuage 
the Commission, the.various swings in the estimated cost of the transmission network upgrades raise further concern. 

J\ppendix·B of,the LGIA indicates that Duke-will provide·Friesian with "Class III Bstimates"'of the project's 
costs; the January 8, 2020 DEP Late-Filed Exhibit, however, describes its estimato·as a "Class 4 estimate"; and the 
April 16, 2020 DEP Supplemental Late-Filed Exh_ibit describes its estimate •as a Class 3 Estimate. It is the 
Commission's understanding that no matter -whether the cµrrent estimate is a Class 3 or 4 type estimate, these types 
of estimates have low llCcui'acy. Even the lower of the two ~ost recent estimates allows, as a Class 3 Estim11te, for the 
possibility that actual costs could be understated as much as 30 percent In other words; the most recent estimate could 
still increase another $56 million - i.e., more than the moSt recent downward adjustment, iind to a number higher st.ill 
than the accepted $223.5 million estimate. 

All said, whether $187.3 million, $223.5 million, or more, the Commission's analysis and ultimate conclusion 
would remain the same. 
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no party presented a witness, such as a Duke transmission expert, who could credibly address the 
potential that the actual cost for the Network Upgrades could be substantially more or less than 
$223.5 million, let alone be cross-examined. As such, the Commission accepts this estimate for 
the purposes of its decision making. 

Also, the Commission is concerned about the potential for the Network Upgrades cost to 
increase further. Witness Bednar admitted this possibility. He discussed that labor competition for 
high voltage lransmission and station work might well drive various costs even higher. See Tr. 
vol. 2, 39 (noting a "dramatic incrca,;e in interconnection costs"), 41-42 ("from 2017 to today, my 
sources within the [Engineering. Procurement, and Construction] community [state] that it's not 
unusual for high voltage and transmission costs to have risen 30 to 40 percent broadly, nationwide, 
based· ... upon shortages of general construction capacity .... "), 4445. So too might an increase 
in material ·costs- witness Bednar candidly testified to a "5 to 10 percent increase ... on [the 
price of] cable and wire" every six months for "a cumulative in two and a half years of [a] 
35 percent" cost increase. Id at 45. He also acknowledged that each of Birdseye's other projects 
ha~ seen their estimated interconnection.costs increase. Id at 46. 

As such the Commission believes that the current estimated cost - already significant
could be understated. This belief also- rests upon the scale and complexity of the upgrades in 
question, which, according to witness Bednar, includes crossing the Cape Fear River four times, 
see id. at 40 & 47; the work having to occur during 12 weeks each year when the existing 
transmission lines in question can be taken out of service, where a single weather event, such as a 
hurricane or late snow or ice stonn, has the potential to substantially delay the work, id. at 66-68, 
124; and the short window-- by the 2023 in-service date- in which to complete the upgrades. 
Each concern risks driving the cost higher. 

The Commission recognizes and acknowledges the jurisdiction of the FERC with respect 
to the allocation of the costs associated with interconnecting a' merchant generating facility such 
as the Facility. Nevertheless, the cost of the Network Upgrades dwarfs the costs of the generating 
plant, and the scale of the costs associated with the Facility relative to the size and projected 
revenue from the Facility raises concerns regarding economic viability of the project. Indeed, as 
witness Bednar admitted, the Homer and Fair Bluff projects - proposed generating facilities in 
the interconnection queue.behind, and thus interdependent with, the Facility-would not be viable 
were-they responsible for paying for the Network Upgrades. See Tr. vol. 2, 137-38. 

For these reasons, the Commission concludes that siting the-Facility in this region of the 
State and at the particular point of interconnection is not consistent with the requirements of 
N.C.G.S. § 62-110.1 (d) for the provision of "reliable, efficient and economical electric service." 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.13-15 

The evidence supporting these findings of fact is found in the testimony of Friesian 
witnesses Askey, Bednar, and Wilson, and the joint testimony of Public Staff witnesses Lawrence 
and Metz. • 
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Fricsian witness Dednartcstificd that he expects ''that the Fricsian upgrades will be utilized 
by a minimum of 1,000 MW of later queued generation in the constrained area" of DEP's system 
in which the Facility proposes to interconnect. Tr. vol. 2, 42. Witness Bednar further testified that 
he believes the Network Upgrades are necessary to support significant addition of solar generation 
resources in North Carolina due to the importance of the constrained area to further solar 
development in the State. Tr. ·vol. 2, 45. He stated that the Network Upgrades represent the only 
"immediately-actionable" proposal to address transmission-related constraints in this region of the 
State. Tr. vol. 2, 43-44. 

Friesian witness Askey testified that data request responses from Duke identified 
approximately 1,561 MW that is-currently interdependent on the Network Upgrades and that DEP 
stated that the "Friesian upgrades will.at least partially facilitate the interconnection of more than 
1,000 MW of additional g~neration," Tr. vol. 2, 171-72: He conceded, however, that there may 
well be additional transmission network upgrades that arc required to interconnect those 
other projects. 

Friesian witness Wilson testified ·that the LCOT analysis conducted by the Public Staff is 
deficient in that it fails to take into consideration all of the projects that are behind Friesian in the 
interconnection queue. Witness Wilson testified that, if an additional 1,561 MW of projects that 
arc interdependent on the Network Upgrades were included in the calculation, the cost of the 
Network Upgrades would full within the range of the LIJNL Study.Tr. vol. 2, 113-16. Fricsian 
witness Askey similarly testified ~at the Ptiblic Staff's LCOT analysis failed to consider additional 
generation that would use and benefit from the Network Upgra~es. Tr. vol. 2, 91-92. 

With respect to transmission constraints, Friesian witness Askey testified that, based on 
infonnation provided by DEP, .substantial transmission network upgrades will be needed to 
accommodate any new generating resources that are planned for the southeastern region of North 
Carolina. He testified that one of DEP's two 1235-MW combined cycle plants that are being 
evaluated for siting in Cumberland .County is interdepern:lent on and would benefit from the 
Network Upgrades. Tr. vol. 2, 266. He also.stated that even if the DEP facilities being studied are 
not built, the Network Upgrades will be r~uired.to connect new generation resources in the State. 
Id. at 175. 

In their joint testimony, P_ublic Staff witnesses Lawrence ,and Metz acknowledged that 
Q399, the queue position of the second proposed· combined cycle plant under consideration by 
DEP, is interdependent upon a significant portion of the Network Upgrades, as well as upon other 
significant transmission upgrades that may be required. The Public ·Staff refused to assign 
significant weight to the potential for the Network Upgrades to reduce the upgrade costs associated 
with future planned generation, however, because such an analysis is "heavily dependent 
upon future IRPs showing a continued need for additional capacity, contingencies such as the 
completion of the [Atlantic Coast Pipeline], as well as DEP demonstrating that [the] Q399 
[project] is in the public interest in a CPCN application, as opposed to other resource alternatives." 
Tr. vol. 3, 132-33. 

Friesian witness Wilson testified that a substantial buildout of new renewable energy 
resources is in the public interest for North Carolina ratepayers, notwithstanding the cost upon 
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those ratepayers of the $223.5 million in Network Upgrades needed·to support the Facility. In her 
direct testimony, witness Wilson .cited a study In which she was a primary author entitled 
North Carolina's Clean Energy Future: An Alternative to Duke's, Integrated Re.source Plan 
(Synapse Report), included in her testimony as Exhibit RW-1. ln support ofh~r argument, witness 
Wilson testified.that the type of.generating portfolio recommended by the Synapse Report results 
in least cost energy and has additional benefits in the fonn of reduced air emissions and improved 
public heallh. Tr. vol. 2, 98. The-Synapse Report was previously presented.in Docket No. E-100, 
Sub 157 in response to the·ComiTiission's solicitation of comments on the 2018-IRPs submitted by 
DEP and Duke Energy Carolinas (collectively, Duke). The Synapse Report presents a "Clean 
Energy scenario" that models a.significant addition of solar and storage resources to the Duke 
portfolio over the 15-year IRP'planning horizc;m. Id. at 99-100. In the·Ctean Energy scenario, by 
2033, ·there are 14 gigawatts (GW).of solar capacity and almost 6 OW of battery capacity added 
in the Duke service territories. Id. at 120. 

Witness Wilson -stated that the Clean Energy scenario represents a savings of almost 
$8 billion in terms of the net present value of revenue requirements ov~r the duration of the 15-year 
planning period. Witn·ess Wilson calculated that the health benefits of the Clean Energy scenario 
range .from $195 io $440 million by 2024, due to avoided emissions of sulfur dioxide, oxides of 
nitrogen, and particulate matter. Id 

Witness Wilson also admitted that the Synapse Clean Energy scenario does not include the 
costs of any new transmission or upgrades to existing transmission required .to intercoooect 
renewables, including the Friesian project. Id at 104, 120; see also Tr. vol. 3, 22-23. Further, 
she stated: 

My study is an economic one, and it looks at'the least"~0~t resource alternative-to a 
comparison portfolio, which in this case··is DLikc's 2018 IRP, and determines that 
ad~itionai, solar and storage. resources are 'to the benefit of ratepayers. It doesn't 
look al where those renewables are sited, [or] costs that it might take'fo integrate 
them, and those c9sts are goirig to change-over time, certainly; 

Tr. vol. 3, at 25-26 (emphasis added). 

Public ,Staff .witnesses Lawrence and Metz explained that Governor Cooper's Executive 
Order 80 (EO80) states that North Carolina will strive to reduce greenhouse gas emissions (OHO) 
by 40% below 2005 levels by 2025. /d. at 133. EO80 further required DEQ to develop a Clean 
Energy Plan for the State. The Clean Energy Plan set a goal to reduce electric sector OHO 
emissions by 70% below 2005 levels by 2030 and obtain carbon neutrality by 2050. The Plan states 
that "NC's values such as electricity affordability, ,equity, and reliability should be fully 
considered." ld,,at 134-35. 

Friesian witness Wilson stated that achieving the goals of,the DEQ Clean Energy Plan to 
reduce carbon emissions by 70% ftom-2005 levels by 2030 will be difficult ifno additional solar 
resources can· be· interconnected in the areas dependent on the Network Upgrades. Tr. vol. 2, 
I 08. She also testified that in order to achieve the types of emissions reductions that are 
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being contemplated by the State of North Carolina, projects like Friesian must move forward. 
Tr. vol. 3, 26. 

However, witnesses Lawrence and Metz testified that the Clean Energy Plan stated that the 
State is already on track to meet the goals of EO80. Regarding the current trend in the State's 
emissions, the report states: 

NC has already reduced significant.amounts ofGHG emissions from the electric 
power sector: The State's Clean Smokestacks, Act, REPS, PURPA and market 
drivers have decarbonizcd the electric power sector at a'faster pace than'many other 
states. According to the mosf recent statewide inventory, GHG emissions from the 
electric power sector have declined 34% relative to 2005 levels. These reductions 
have been achieved in the absence of explicit carbon policies in the State. DEQ 
estimates that with full implementation of HB589, the GHG reduction level from 
the electric power sector will reach roughly 50% by'2025 and remain at this. level 
out to 2030. 

Id at 134.' 

Witness Metz also testified that DEP is working with the National Renewable Energy 
Laboratory (NREL) to detennine the quantity ofrenewables that can interconnec_t to the system. 
Tr. vol. 4, 83. Witness Metz explained that there are two phases of the study: 

Phase l scope quantify the amount of carbon free eleclricity, estimate a 
curtailment~ ramping,] and.system flexibility limits, evaluate its shifts, and daily 
seasonal net load timing supply. There's another phase coming-because Phase I did 
not consider unit comniitment and economic dispatch[,] system stability·cost[,] or 
transmission impacts. Phase 2 will address those concerns. 

Id at 104. 

Discussion and Conclusions 

The Commission has carefully considered the evidence presented by the Applicant as to 
secondary benefits that would follow the construction of the Facility and concludes that, at this 
time, those benefits are too speculative and uncertain to support a detennination that granting the 
CPCN is in the public interest. 

Fricsian asserts that the Network Upgrades would enable significant, additional future 
generating capacity to interconnect to-the DEP network. Friesian points to a·data request response 
received from Duke as support that the Network Upgrades would enable ·the interconnection of 
more than 1,000 MW of additional solar generation in the southeastern portion of North Carolina 
and the northeastern portion of South Carolina. See Tr. vol. 2, 122-23, 170-71; Tr. vol. 3, 136. The 
Duke data request response also states that "[b]ased on the assessment completed by DEP for 

1 See also Tr. vol. 3, Official Exhibits, Public-Staff Frisian Panel Cross Examination Exhibit 7, DEQ Clean 
Energy Plan, at 267. 
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interconnection requests received through 'September 30, 2017, there are 108 interconnection 
requests·totaling 1,561 MW that have been id_entifi.ed as belng interdependent on .. the upgrades 
assigned to Friesian." Friesian witness Wilson aJso testified that lhe Network Updates might 
facilitate the interconnection of an additional 900 MW of future solar gen_eration_,as well. See Tr. 
vol. 2, 114°15. 

But Whether the additional generation will be developed and placed.in service is subject-to 
many variables in addition io interconnection cost And,there is nothing iri the record from which 
_the Commission can conclude that any one of the proposed generating facilities, much less all of 
them, will actually be Constructed and placed in service. Without more, the Commission concludes 
that wliethe_r the Network Upgrades are or will be needed to enable significant, additional future 
generation.istoo.uncertaiTI"to be.given significant evidfntiary weight by the Commi~sion. 

Friesian's assertion alSo includes that lhe Network Upgrades would· facilitafo,andxedu_ce 
the cost of DEP-owned proposed generating capacity. While the Load, Capacity; and Reserves 
Tables in DEP's 2018 -IRP and 2019 IRP Update indicate the additi0ri of two facilities wilh 
approximately 1,300 MW of combined cycle capacjty in 2025 and 2027, these resources are 
undesignated at this time. DEP h~s not yet taken steps.to detennine•resoiirce alternatives to meet 
the undesignated.need shown in the·IRP, __ such as issuing a request for.proposals (RFP) or filing a 
CPCN application· fo_r the facilities. DEP itself did' not cite·this benefit in its December 6, 2019 
letters to the Commission, and DEP did not provide a witness irt this proceeding to explain whether 
the Network Upgrades would benefit an)' planned-DEP facilities. 

Further, DEP's interconnection q!JeUe report dated January 27~ 2020, shows that 
12 interconnection-requests are pe_nding for a.total of 14;560 MW of new, DEP~wned·gas-fired 
generating plants, while DEP's IRP shows_ that the Company j:>l~n~ to build a_ inuch smaller amount 
ofnew·gas-fired generation, 7,852 MW,.through 2034.-DEP,does not'._have a CPCN granted or an 
application for a CPCN or any such plant pending. After reviewing the queue report, lht;? 
Commission concludes that DEP has as yet no finn plans to build a gas-fired -generator in 
Cumberland County but ,is instead studying several ,alternative sites throughout- its territory, 
including sites in Wake, Wilson, Person, and Johnston ~otinties. The Commission thernfore 
concludes that whether·the Network Upgrades are or will be 'needed in the near tenn, for any 
planned or proposed DEP generating facilities to provide service to DEP customers is·likewise too 
uncert?in to be given significant evidentiary weight by the Comm_ission. 

Friesian next calls upon the Synapse.Jleporl But its Clean Energy scenario does not model 
the Friesian Facility •or the Network: Upgrades at all; making it. of limited· relevance. Also, the 
Report's Clean Energy sceriario calls for the addition of more than 14 GW .of solar generating 
capacity and almost 6 ·GW of battery -capacity -in the 'DEP 1and, DEC..teriitories over the next 
15 years. Yet, insofar as'the Commission·were:to accept DEP'.s estirriate, the Netw·ork Upgrades 
Wou!0 only.partiafly1·facilitate a small fraction,'some 1,000 MW, of the solar generating capacity 
necessary to.achieve the benefits claimed by the Synapse Report. For purposes of this proceeding, 
witness,Wilson did not-quantify.·the estimated benefits along these narrower, more-pertinent, lines. 
More concerning, her Cli;an. Energy scenario fails to include the cost of transmission network 

1 See Tr. vol. 2, 56,_ 171 _ ("'partial facilitalion Iricans that it will address tlie interdependencies, but there may be 
ad~itional upgrades associated with those projects lhat [are required] to allow them to also interconnect"). 
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upgrades in its model. If these upgrades' had been contemplated, the model iikely· would have 
p_roduced di ITerent, and less favorable, results regarding the ·benefits to ratepayers .. For each of 
these.reasons, the.Commission must afford. limitcil evidentiary weight to the benefits included in 
the.Synapse·Report and discussed by Witness Wilson. 

Friesian's reliance on the DEQ·Cleal\ ·Energy Plah exhibits siniilar shortcomings. As the 
Public Staff notes, the Clean·Energy,Plan contains several recommendations to ensure the addition 
of reliable and .. affordable energy resow-ces. These goalS are statewid~. goal_S. Importantly, 
according to DEQ, the State's electricity sector is currently on pace to meet the· Governor's 
E080 emissions reduction target in 2()75. 

The Clean Energy Plfil! also ·contains several recommendations· for stakeholder proc_esses 
and comprehensive .planning tools to achieve its g6als ·to add ·cost-effective, affordable clean 
energy resources to North Carolina's generating portfolio. ·specifically, it states: 

0EQ will enlist assistance from -academic institutions to deliver a report to ~e 
Governor-by December 31, 2020, that recommends carbon reduction policies and 
the specific design· of those. policies· to best advance core values-:--including a 
significant and timely d~line 'in greenhouse gas· emissions, aff0rdable electricity 
rates, expanded clean ·energy resources,. compliance· flexibility, equity, and'·grid 
reliability_. The report will evaluate policy designs for the following: (1) accelerated 
co~ ietiiements, (2) a market-based.carbon· reduction program, (3) clean-energy 
policies such as an updated REPS, an EER_S'Short terin and clean-:energy stand1)1li, 
and a (4) a combination of these policy options. 

Tr. vol. 3, Official Exhibits, Clean Energy Plan, Public Staff-Friesian,Panel Cross-Examination 
Exhibit No. 7,213'. Relatedly, Duke is a!So Currently working with NREL to.develop a Carbo!l
free Resource Integration Study to analyze and quantify the impact ofne~ renewables on the DEP 
and DEC systems. See December 29, 2020 Public Staff Late-Filed Exhibit No. I. 

In sum, the Commission crincludes·that the benefits alleged by the Applicant to follow the 
constructiqn of the Facility are too speculative' and uncertain to· support a .deterinination that 
granting the CPCN is in the public interest. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 16-18 

The evidence supporting.these findings off act is found in the prehearing brief of the Public 
Staff, the testimony of Friesian witness Bednar, and the joint-testimony. of Public-Staff witnesses 
Lawrence and·Met.z. 

Public Staff witnesses Lawrerice and Metz testified regarding the need for comprehensive 
system -planning, including the IRP process, the integrated systems operatio11_ planning (ISOP) 
process being developed· by the utilities, distribution system planning, and competitive bidding 
processes -Ii~e the CPRE Program or short-term tnarlcet solicitations, rather than individual 
CPCN applications;·The Ptiblic Staff believes that as rate pre,SSures on electric customers continue 
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to increase, comprehensive system planning will produce more efficient, cost-effective results.than 
the piece-meal planning and construction,approach currently being used'. Tr. vol. 3, 137-38. 

In its prehearing brief, the Public Staff noted th.it, in its June 14, 2019 Order Approving 
Revised Interconnection Standard and Requiring Reports ahd Testimony, in Docket No. E-100, 
Sub 101 (2019 Sub IOI Order); the Commission .directed the utilities, "to the greatest extent 
possible, to continue to seek to recover from Interconnection Customers all expenses (including 
reasonable overhead expenses) associated with supporting the generator interconnectiqn process 
under the NC Interconnection Standard:" Prehearing brief at 11-12; quoting from,2019 Sub 101 
Order at 18. The Public Staff noted the Commission's recognition of the arguments raised·by Duke 
and others that the current serial study process was not sustainable and that comprehensive queue 
refonn was necessary to better align the NC Interconnection ·standard and Duke's FERC QA TT 
with regard-to studying projects, assigning upgrade costs, and collecting the costs of those projects. 
As such, the Commission found that the commitment by Duke to implement a stakeholder process 
to develop a group study proposal was reasonable and appropriate. Id. 

Also in its prehearing brief, the Public Staff noted that a significant portion of the additional 
generating Capacity that would benefit from the Network Uj>grades.would-not be responsible for 
any of the network upgrade costs-and that this disparity highlights the need for the queue reform 
measures proposed by·Duke. /d. 

Friesian witness Bednar acknowledged the benefits of comprehensive system planning but 
believed that deferral of the Network Upgrad_es is "ill-advised," noting that the timing of the IRP 
and ISOP processes creates·risks of bringing.new generation online, will result in additional study 
costs, and will increase the cost of the upgrades when they are ultimately constructed. Tr. 
vol. 2, 43. He cited the statements of position filed by Duke Energy, in which Duke stated that the 
need' for the upgrades would not-go away, and that "if the Friesian Network Upgrades are not 
constructed at this time, there will be a further substantial delay of any additional generating 
facilities in this area ofDEP;"·/d. at 44, quoting from December 6, 2019, letter from Jack Jirak on 
behalf ofDEP. 

Witness Bednar testified that the Application involves unique circumstances and that the 
construction of the Network Upgrades will provide substantial benefits to the DEP transmission 
system and the State as a whole. Regarding the potential impacts of the Network Upgrades on the 
current queue refonn efforts underway by Duke, witness Bednar testified that ·the Network 
Upgrades would minimize short.;.term challenges associated with Duke's queue refonn plans, as 
well' as allow for the interconnection ofa si.Jbstantia1 amount of renewable resources in the region. 
Tr. vol. 2, 46-47. 

On cross-examination, Public Staff witness Metz stated that the Public Staff is generally 
supportive of.a transition from the current serial queue to a grouping study model, and stated that 
on a going-forward basis, the grouping study approach would help to address some of the concerns 
raised in this proceeding. Witness Metz conceded that the transition process will be complex and 
that such a transition coUld be further delayed if the Network Upgrades are not approved. But he 
further.stated that the transmission network upgrades required by the Facility are substantial and 
represent a-tipping point. Tr. vol. 4, 42-47. 
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Discussion and Conclusions 

The circumstances presented by the Facility illustrate the significant issues related to the 
continued development of renewable energy, as well as.the implications for the·.electrie systems, 
in North Carolina. As previously discussed in the Commission's 2_019 Sub, 101 Order, North 
Carolina has achieved nation-leading success in the siting and development of renewable energy 
generating facilities over the past decade, and the majority of the capacity added utilized existing 
transmission ,and distribtition capacity on the DEP, DEC, and DENC systems. However, this 
success has come at a cost with the transmission system constraints in southeastern North-Carolina 
and the system operational challenges that the _utilities have begun to experience. In enacting 
HB589, the General Assembly both recognized,these challenges and accordingly encouraged the 
siting of renewable energy resources in locations where the system could most efficiently 
accommodate them. See N.C.G.S. § 62-110.8(c). 

The Commission recognizes the-.activities underway .to consider and address the issues 
highlighted by the Facility. Both the DEQ Carbon Reduction Stakeholder Group and Phase 2 of 
the NREL Carbon-Free Resources Integration Study intend to analyze and quantify the impact of 
new renewables on the DEP and DEC. systems and both are likely to result in recommendations. 
Similarly, there exists the promise-of future queue,reform that seeks to enable Duke to perform a 
cluster study process. See Order Requiring Queue Reform Proposal and Comments, Petition for 
Approval of Revisions to Generator Interconnection Standards, Docket No. E-100, Sub 101 
(N.C.U.C. August 27, 2019). Each of these activities, in addition to the IRP and !SOP processes, 
can inform or support various long-term options being evaluated and provide a framework to 
identify the most cost-effective solutions. See N.C.G.S. § 62-110.l(d). 

The Commission is unable to find sufficient support in the record for witnes_s Bednar's 
assertion that the Network Upgrades are inevitable and that any delay in their construction will 
onl)' result in incre·ased costs to customers. TO the contrary, the Commission instead credits the 
testimony of Public Staff witnesses Metz and Lawrence that the potential to defer costs may 
provide benefits to customers, depending on the carrying cost of capital, ~hanges in· commodity 
prices, and labor rates. Tr. vol. 3, 216-20. Additionally, due to technological ehanges, there also 
may be other alternatives identified that ultimately help to defer, minimize, or avoid altogether, 
the need for costly future network upgrades. Id .. at 137. More importantly, the Commission sees 
value in deferring.any deeision related to upgrade of the system in the southeastern region of the 
State, pending the outcome of the actiVities underway. 

Relatedly, in its October 23, 2019 Order Granting Motion to Delay in Docket No. E--100, 
Sub 101 (October 23 Order), the Commission specifically directed Duke to (l) file an updated 
version of its queue reform proposal as-modified based on feedback from stakeholders, along with a 
red line version of the North Carolina Interconnection Procedures, or (2) notify the Commission that 
no modifications are needed. The October 23 Order a\so,established a further procedural schedule, 
which was subsequently extended by order of the Cpmmission in response to request by the parties, 
requiring parties _to file comments on Duke's proposal and for Duke to file reply comments. Duke 
filed its proposal on May 15, 2020. The Commission recognizes the significance of the transition 
period in this process. 

840 



ELECTRIC MERCHANT PLANTS - CERTIFICATE 

In sum, the Commission concludes that it is prudent to await the results of the work being 
undertaken in North .Carolina on these issues and to consider the results of these studies and 
proposals in the context of the IllP process. The IRP process is the more appropriate forum to 
consider ·benefits associated With upgrades -to the system, in addition to and in the context of 
reliability, resilience, and affordability. 

CONCLUSION 

After having carefully considered and_ weighed the evidence and arguments presented in 
this proceeding, the Commission;concludes tha_t··Friesian has· failed to persuade the Commission 
that granting the Application is in the public interest and required by public convenience and 
necessity and, therefore, denies Friesian's Application. 

IT IS, THEREFORE, SO ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This,the -11th day.of June, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

Commissioner Lyons Gray did,not participate in this decision. 
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DOCKET NO. G-9, SUB 743 
DOCKET NO. G-9, SUB 7.76 
DOCKET NO. G-9, SUB 777 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Piedmont Natural Gas ) 
Company, Inc., for Approval,ofBi'-Annual ) 
Adjustment of Rates Under Appendix E ) 
of its Service RegulatiOns and ) 
Authorization-to Discontinue the Rate ) 
-Decre-ment Through Its Approved Tax Rider ) 

ORDER APPROVING RATE 
ADJUSTMENTS EFFECTIVE 
DECEMBER I, 2020 

BY THE COMMISSION: On November 13, 2020, Piedmont Natural Gas Company, Inc. 
(Piedmont) filed an-application requesting authority to (I) implement its proposed Integrity 
Management (IM) rate adjustments including a true-up_adjustment to collect the October 31. 2020 
balance·iQ the IM Deferred Account in Si::hedule B, and (2) remove the rate deCremenuhrough,the 
approved provisional tax rider which was approved in Docket No. G-9, Sub 743 and extended in 
Docket No. G-9; Sub 776; shown in Schedule A (Application). 

The Integrity Management Rider (IMR) was approved by the·Commission in Piedmont's 
most recent rate case proceeding in Docket No. G-9, Sub 743, in its Order Approving Stipulation, 
Granting Part_ial Rate Increase, Line 343 Reven_u~ Rider, EDIT Riders, Provisional Re.,.enues 
Rider, and Requiring Customer Notice (Rate Case Order) .. The IMR Mechanism requires that 
Piedmont file.by Oc;fo_ber·3 t51 an annual report summarizing the Integrity Management (IM) Plant 
Investment-for the prior twelve-month period ending September 30th and the·data·substantiating 
and supporting its Integrity Management Revenue Requirement (IMRR) calculation for the next 
bi-annual IM Adjustment. 

On October 30, 2020, Piedmont filed its projected three-year plan of IM Plant Investment 
that contained the computation for the proposed IMRR biannual .rate adjustment, effective 
December I, 2020, as req!,lired by Appendix E of Piedmont's North Carolina Service Regulations. 

The proposed IM rate adjustments, expressed in dollars per dekathenn ($/dt), are 
as follows: 
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Small& Finn 
Mcd!um _General Large General Interruptible 

Destription Residential Rate 101; 142 Rate 103, 113, 12 Large Genei:al 
Rnte 101 144 152 T-10 T-12 Rate 104, 114 

Rate Class Percentage 64.78% 30.18% 2.73% 2.31% 
IMRR $19,638,811 $9,149,418 $827,631 $700,303 
IM Deferred Account Bal an~ $1,552,506 $723,288 $65,427 $55,361 
Total Amount for recoveI?' $21,191,317 $9,872,707 $893,058 $755,664 
Rate Case VolumeS (dts) 39,305,821 32,055,951 35,121,753 29,923,758 
M-Increment per dt $0.5391 $0.3080 $0.0254 $0.0253 
Rclllove Previous Increment ($0.4112) ($0.2349) ($0.0194) ($0.0!93) 
Change in IM Increment per dt $0.1279 $0.0731 $0.0060 $0.0060 

On October 16~ 2020, Piedmont filed a petition in Docket No. G..,9,Sub 776;requesting 
Commission approvaJ for (I) authorii.ation to continue the provisional tax rider that refunded 
excess federal income _taxes resulting from ,a decrease_ in the federal corporate income 'tax rate 
which was approved· in Ordering Paragraph No. 8 of the Rate Case Order, which inCluded 
correspohding inte_rest, for a one-year perioQ beginnirig November 1, 2019, and continuing through 
October 31, 2020 (T~ Rider) for an additional month, and (2) authorization to promptly deposit 
any remaining balance from the deferred regillatof)' liability account owed to ratepayeis at Hie end 
Of the one-month extension into Piedmont's All Customers Deferred· Gas· Cost Account. The 
Commission· approved this request on October 27, 2020. Schedule A, filed in Docket No. G-9, 
Sub 777, reflects the removal of decrements as approved in that Order. 

The Public Staff presented the matter at the-Commission's November 30, 2020, Regular 
Staff Conference. The Public Staff stated it has reviewed the proposed IM rate adjustments .as 
proposed on Piedmont's Schedule B; as well as the rate changes reflected on ·Schedule A, antl 
recommendetl,approval as filed. 

Based on review of ·the application and the recommendation of the Public Staff, the 
Commission is.of the opiiiion that ihe proposed IM rate adjustments as proposed on Schedule B, 
as well as the rate changes reflected on Schedule A, should be.allowed to become effective as filed. 

IT IS, THEREFORE, ORDERED as follows:. 

I. That Piedmont shall remove the decrement in rates.approved in Docket No. G-9, 
Sub 743, and extended'in Docket-No. G-9, Sub 776, used to refund the over collection of federal 
income taxes through the.appl'Oved.provisiona!,tax rider; 

2. That Piedmont shall-implement the proposed IM rate adjUStments as·-contained in 
the body of this Order, including its IM Deferred-AcCoull.t balance as of October 31, 2020,.effective 
for service rendered on and after December 1, 2020. 

3. That Piedmont shall file revised .tariffs consistent with Ordering ~aragraphs 1 
and 2 within five (5) days.of the date ofthiS Order. 
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4. That Piedmont shall give notice to •its customers of.the rate changes authorized by 
this Order. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 2nd day of December, 202Q. 

NORTil CAROLINA UTILITIES COMMISSION 
Janice R Fulmore, Deputy Clerk 
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SMALL POWER PRODUCERS - DEC LARA TORY RULING 

DOCKET NO. SP-8741, SUB 2 
DOCKET NO. SP-8748, sun I 
DOCKET NO. E-7, SUB 1156 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

DOCKET NO. SP-8741, SUB 2 
DOCKET NO. SP-8748, SUB I 

In the Matter of 
Joint Petition of Cool Springs Solar LLC 
and Lick Creek Solar LLC for Declaratory 
Ruling and Other Relief 

DOCKET NO. E-7, SUB I 156 

In the Matter of 
Petition of Duke Energy Carolinas, LLC, 
for Approval of Competitive Procurement 
of Renewable Energy Program 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

ORDER DENYING PETITION 
FOR DECLARATORY RULING 
AND OTHER RELIEF 

BY THE COMMISSION: On March 30, 2020, Cool Springs Solar LLC (Cool Springs) 
and Lick Creek Solar LLC(Lick Creek or Petitioner; together with Cool Springs, Petitioners)·filed 
a joint petition in Docket Nos. SP-8741, 'Sub 2, SP-8748, Sub I, and -E-7, Sub I 156 seeking a 
declaratory ruling from the Commission that Market Participants (MPs).shall not be required to 
tenninate exi_sting power purchase ·agreements (PPAs) as a "condition of bidding into the 
Co11JpetitiveProcurement of Renewable Energy (CPRE}Program. Further, Petitioners request that 
the Commission direct the CPRE Program Independent Administrator, Accion Group, Inc. 
(Accion or IA), to reverse its disqualification of Petitioners' proposals from Tranche 2 of the 
CPRE Program. 

On April 8, 2020; Duke Energy Carolinas, LLC (DEC; together with Duke Energy 
Progress; LLC (DEP), Duke), filed a response in opposition to ihe petition in Docket No. E-7, 
Sub 1156. 

On-April l 7,"2020, Petitioners filed a.reply in supJ):ort of the petition. 

On May 15, 2020, Petitioners. filed a, statement and amended petition noting that Cool 
Springs "no longer seeks to participate in CPRE Tranche 2 and ilo longer seeks relief from the 
Commission in this proceeding." The amended petition is identical in all respects to the original 
petition save for the removal of Cool Springs.1 

1 Orr September 25, 2020, Lick:'Creek filed a Motion'for Expedited Consideration, and on September 30, 2020,, 
Accion [i\etJ a Response.,These pleadin!.1,S raise no new substantive issues and are noted here for completeness. 
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SUMMARY OF THE PLEADINGS 

Amended Petition of Lick Creek 

ID' its petition Lick Creek identifies itself as a special-purpose entity organiz.ed for the 
development of-a solar photovoltaic (PV)_ generating facility in_ Stokes County, North Carolina, 
with a nameplate capacity of SO MW ,c (the Project). The Project is a qualifying facility (QF) 
pursuant to Title II of the federal Public Utility Regulatory Policies Act of 1978, Pub. L. 
No. 95-617, 92 Slat. 3134 (PURP A), and has been granted a certificate of public convenience and 
necessity under Commission Rule RS-64.- Lick Creek further has· a signed Interconnection 
Agreement with DEC, pursuant to whiCh it is already making payments for "Interconrie<:tion 
Facilities and Upgrades," and Lick Creek notes that the Project does not require significant 
upgrades in order to interconnect safe,y and reliably to DEC's system. 

Lick Creek states that the Project has a five-year avoided cost PP~ with DEC,pursuant to 
PURPA which was executed on or around September 6, 2019 (PURPA PPA). The PURPA PPA 
''requires Duke,to purchase the Project's energy and cap_acity at avoided cost rates calculated as of 
the date the Project established a Legally Enfu=able Obligation (LEO} under PURP A, and 
implementing regulations." Amended Petition at 3--4. Lick Creek further notes that the PURPA 
PPA "requires it to pay .substantial liquidated damages to DEC if the Project fajls to achieve 
commercial operation and commence delivering pow"er under the contract" Id. at 4. Finally, LiCk 
Creek advises·that "[t]he Liquidated Damages provisions of the PPA state that th~e damages are 
reasonably calculated to compensate the utility for any-damages that woilld result from the Project 
failing to deliver energy and capacity_ as requifed under-the contract" Id. 

The CPRE Program obligates Duke to .procure energy and capacity from renewable energy 
facilities at-a cost not to exceed-the utility's current forecast Of its avoided cost calculated over the 
term of the PPA. Bids to participate in the CPRE Program· are·ev_aluated by the independent 
third-party administrator, Accion. 

Lick Creek observes that for both Tranche I ,and 2 OfCPRE, Accion allowed a project with 
a nonconlractual LEO to su_bmit a CPRE bid. However, Lick Creek asserts that starting with the 
Tranche 2·RFP, projects with contra_ctUal LEOs are distinguished and excl~ded from participation 
in the CPRE bidding process. Lick Creek explains, "[t]his restriction on eligibility was not part of 
the Tranc_he 1 RFP and was not discussed in Dukes Program Plan for Tranche 2." Id. at 6. Lick 
Creek also states that "[i]n written and verbal comments provided -during the stakeholder 
engagement process, [Lick Greek] requested that ihe IA reconsider this requirement, arguing that 
it is unreasonable, anticompetitive, an_d not in_ the best interest of ratepayers." Id. Lick Creek 
additionally recounts that it "further clarified to the IA that it would commit in writing to terminate 
its existing PPA arid pay liquidated damages if awarded a CPRE PPA." Id. at 6-7 .However, reports 
Lick Creek, Accion "declined to reconsider this requirement., responding that 'The· Soliciting 
Entity [i.e.•, Duke] has determined that the proposed arrangement requiring default'on an existing 
legal obligation is not in tlie best interests ofits ratepayers, and therefore, respectfully disputes the 
position taken by the prospective bidder."' Id. at 7 (altera_tion in original). 
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Lick Creek states that it then sub~itted a PPA proposal to the CPRE Tranche 2 on 
March 9, 2020 (Tranche 2 proposal). Lick Creek notes that because the Project has a signed 
Interconnection Agreement with Duke, pursuant to which it is already making payments for 
Interconnection Facilities and Upgrades, the Project qualifies as an "Advanced Stage Project" 
under the Request for Proposals for Tranche 2 published by Accion on October .JS, 2019 
(Tranche 2 RFP). Accordingly, Lick Creek States that it elected to make its bid as an Advance_d 
Stage Project and '•submitted a bid substantially below avoided cost" and below "analogous pricing 
under the Project's [PURPA PPA]." Id. at 4. Also,. Lick Creek advises that because it is an 
Advanced·Stage Projcc~ it has no upgrade costs, and its bid on the Tranche 2 RFP "fully accounts 
for the cost of all Upgrades assigned to the Project, which will not otherwise be assigned to 
ratepayers." Id. Finally, Lick Creek opines that .. its bids will be highly competitive iri Tranche 2. 
The Project bid at-a significant decrement to avoided cost, even after accounting for integration 
costs .... " Id. However, states .Lick Creek, on March 11, 2020, Accion notified it that its 
Tranche 2 proposal. was "ineligible to participate in CPRE" due to its existing o~e agreement, 
the,PURPA PPA, and Accion eliminated Lick Creek's CPRE Tranche 2 bid from consideration. 
Id. at 7. 

Lick Creek contends that 

requiring-.projects with existing PPAs··to terminate their contracts with Duke in 
order to·bid into CPRE serves no legitimate policy purpose and would discourage 
such pr0jects from participating in CPRE, reducing the pool of potential 
CPRE projects and depriving ratepayers of the possible.benefits of contracting for 
energy and capacity from Petitioner's Project at rates below avoided cost. 

Id. at 2. In contrast, Lick Creek asserts that if allowed to bid into Tranche 2 of the CPRE Program, 
(1) the likelihood that DEC will meet its procurement target will increase, (2) ratepayers will 
benefit from lower aggregated Tranche 2 procurement costs if its Project is selected, and 
(3) ratepayers will further benefit from the replacement of an avoided cost-based PPA with a CPRE 
PPA priced "significantly below avoided cost." Id. Lick Creek further argues ·that "[t]he 
disqualification of Petitioner's proposal from CPRE Tranche 2 at the behest' of [DEC] (the 
counter-party to Petitioner's PPA) is·unreasonable, anticompetitive, and not in the best interest of 
ratepayers." _Id. at 7. 

Also, Lick Creek argues that if its Project were selected for a Tranche 2 CPRE PPA, it 
would be more advantageous to ratepayers than its existing PURPA PPA with DEC for a number 
of reasons,.including: 

{I) the- Project's CPRE ,bid is significantly below the avoided cost rates 
approved in the E-100 Sub 158 docket, inclusive of solar integra~ion costs, and 
below the avoided cost rates in Petitioner's existing PURPA PPA; (2) CPRE PPAs 
give Duke limited curtailment- rights that are not available Linder Petitioner's 
existing PURPA,PPA; (3)'CPRE PPAs, unlike Petitioner's existing PURPA PPA, 
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transfer renewable energy certificates to Duke; [and]. (4) CPRE PPAs, unlike 
Petitioner's existing PURPA PPA, account for solar integration costs ..... 

Id. at 8. 

Next, Lick Creek asserts that the 

deciSion not to allow projects with existing PPAs to,bid into Tranche 2 lacks any 
rational policy justification. It is also inconsistent with the !A's decision to allow 
projects with existing LE.O's to bid into Tranche 2 without compromising those 
LEOs. A PPA is a fonn of LEO under PURPA, and it is arbitrruy and capricious to 
treat PPAs and non-contractual LEO's differently for purposes. of determining 
CPRE eligibility. 

ld. (footnote omitted). Further, Lick Creek opines ''that this decision was intended to force 
Petitioner to cancel its existing,PPA or be.excluded from CPRE Tranche 2." Id. at 8-9. Lick Creek 
asserts that DEC may be motivated to discourage Lick Creek from bidding into Tranche 2 so as to 
bolster"the prospects of success of Duke's own Pioposals." Id. at 9. In addition, Lick Creek argues 
·that given DEC's eligibility to bid into Tian~he 2, it should not be-pennitted to have a voi~e. in 
limiting the participation of its competitors. Finally, Lick Creek contends that "[i]t is also 
inappropriate for DEC'to,use its influence-over CPRE policy decisions·to pressure Petitioner to 
tenninate .its PPA as a condition of partici()ating in CPRE." Id. 

Accordingly,,Lick Creek requests that the Commission-.enter an order directing Accion to 
reinstate its Tranche 2 Proposal and issue a declaratory order "clarifying that Projects with existing 
offtake.agreemehts may bid into CPRE." Id. 

DEC Response 

In its April 8 response DEC states that while it does· not dispute the basic facts set forth in 
Lick Creek's pe_tition, it opposes Lick Creek's petition. DEC notes that-Lick Creek's·PlJRPA-PPA 
"expressly ·requires" that it sell "one hundred percent (100%) qf the Capacity, output of Energy 
(including stored Energy) produced by the Facility .... " DEC Response at 2. DEC; adds,that pri0r 
to executing the PURPA P_PA, Lick Creek at ho time indic~.ted its inten_t to __ submit a proposal to 
CPRE Tranche 2 or that it believed its obligations pursuant to.the PURPA PPA ~o be Contingent 
on the,outcome of the Tranche 2 RFP process: 

Next, DEC recounts that Accion made the Tranche· 2 RFP available for comment on its 
website on August 15, 2019, in accordance with Commission Rule R8-7l(f) and that the initial 
draft contained the following language: "[a]Iso for the avoidance of doubt, [a Market Participant] 
may not submit a Proposal for a Facility. that has an existing offiake agreement" (RFP Off-Take 
Restriction). Id. _(alteration in original). DEC further states that "[t]his unambiguous statement was 
never amended in any way and was included:in.the final Tranche 2 RFP posted to the IA's website 
on October 15, 2019 in accortlance with Commission Rule RS-71(!)." Id. 
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DEC argues that the structure ofHouse.Bill 589, S.L. 2017-192 (HB 589), which enacted 
the CPRE requirement, among other solar initiatives,, supports the RFP Off-Take Restriction: 
"Nothing in HB·589 contemplated that QFs sh«;mld be pennitted to enter into a Full Avoided Cost 
PPAor [Green Source Advaptag~ (GSA)] PPA but then attempt to obtain a CPR.E PPA in parallel." 
Id. at 3. DECexplains.that "N.C. Gen. Stat.§ 62,110.S(a) establishes a CPRE procurement target 
that is adjusted based on the number ofQFs.that:have-executed.both Full Avo_ided Cost PPAs and 
[interconnection agreements]." Id. Further, "N.C. Gen. Stat.§ 62-110.S(b)(I) mandates that if a 
QF has executed both a Full Avoided Cost'PPA and !in [intercom,ection agreement], then the total 
CPRE-procurement target is adjtisted'." Id. DEC c0ncludes that "[i]nestablishing this structure, the' 
CPRE_ Statute-thus clearly contemplated that executing a Full Avoided Cost PPA or participating 
in a CPRE·RFP are mutuall}' exclusive." id. at 4. 

DEC.also contends that the.RFP Off-Take Restriction-is reasonable as a matter of policy, 
arguing that having a PURPA PPA as.a backstop will result in less aggressive and competitive 
bids and create inequity between those MPs with alternative offiakes and those without. 
Additionally, DEC. opines. that "if •future avo_ided costs decline substantially from the current 
projections,"·then the shorter tenn of the PURPA PPA may deliver greater savings to ratepayers 
than a CPRE PPA.-/d.,at 6. Further, DE_C states concern that if Lick Creek's petition is granted, 
then MPs with.GSA PP As may also attempt to·hid into the CPRE ~rogram, introducing uncertainty 
into the -GSA Program. Finally, DEC argues that ii "did agree to allow projects with a LEO 
established pursuant to the Commission-approved [Notice of Commitment (NOC) fonnJ to.bid 
into CPRE without losing such LEO in order to not unnecessarily discourage·participation. But 
contrary to Petitioners' as5ert.ion,. there i~ a su~stal_ltial difference between a LEO e_stablished 
through-a NOC-and an execute_d PPA." Id. at 7. 

Further, DEC ass_ert.s that the RFP Off-Take Restriction is necessary for the efficiency of 
administering the CPRE Program: • 

Allowing projects with pre-existing off-take arrangements·to bid into CPRE also 
introduces greater uncertainty into the overall_ procurement pro_cess, as Duke and 
the-IA have no way of-being certain that-a Market Participant will in 'fact tenninate 
such exiSting PPA and pay any at,plicable .. liquidated damages· if selected as a 
winner. The CPRE evaluation process is complex and involves evaluation ofa large 
number of projects over a short period oftirrie. Allowing a project with an·eXisting 
off-take agr_eement into the process.-introd_uces yet another element ofu_ncert.ainty 
into an already complex and contingent evaluation process. Finally, if a Market 
Participant with an eXiSting·off-take agreement were seleeted as a winner and then 
refused to execute.CPRE'PPA, other projects could be impacted (even if Duke-was 
able to recover the Step·2 Proposal Security amount), 

Id. at 7-8. 

In addition, DEC criticizes Lick Creek, stating that it could have raised this issue 
subs_tantially sooner and avoided introducing uncertainty into the Tranche 2 evaluation process. 
DEC notes that as of the date-of its comment~, April 8, 2020, Aceion "is currently proceeding 
with its Tranche. 2 .evuluation- with Petitioners' projects excluded[,] and a modification to the 
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RFP Off-Take Restriction- would' likely necessitate revaluation and could result in- a delay in 
Tranche 2 completion." Id. at 8_~ 

DEC 'Charges that Lick C_reek's allegations that DEC may have improper motivations 
behind the RFP .Off-Take Restriction are misleading,for several reasons, incll.lding that "the RFP 
Off-Take Restriction is, based on·an available evidence, only impacting Petitioners'· projects an~, 
if it ,is conferring any meaningful benefit on other Market Participants, is-doing so for all other 
Market Participants equally." Jd. at 9. DEC also not~s that Lick Creek's allegations ignore the 
communication restrictions imposed by the CPRE rule, which mandate that .no communications 
are pennitted,between DEC employees involved in "assisting the IA in the CPRE-evaluation" and 
the separate DEP/DEC or DER Proposal Teams·within Duke. Id. at 10. Final1y, DEC avers that 
"deciSionS, concerning the-contents of the RFP are made by the members of the Duke Evaluation 
Team (who• have no insight' into, the plans of the DEP/DEC or DER Proposal Teams) in 
,collab0ration-with the IA." Id. 

DEC also.dismisses Lick Creek's claims that its e1iminati9n .from Tranche 2 will likely 
lead to higher CPRE contract prices or make.it more difficult for DEC to achieve its Tranche 2 
procurement goals as "pure speculation." Id. at 11. 

With regard to the.liquidated damages referenced by Lick Creek, DEC states that "[s]uch 
liquidated damage provisions are a standard tenn in each of Duke's negotiated QF PPAs. For the 
avoidance of doubt,,any liquidated damrrg~s received under such PPAs will not benefit Duke but 
are.instead credited to customers-through fuel rates." Id. 

Finally, DEC affirms that "there is·no evidence or factual basis to suggest that the RFP 
Off-Take Restriction was imposed specifically to target Petitioners.'-' Id. at 12. 

DEC requests-that.the Commission deny Lick Creek's petition. 

Reply Comments of Lick Creek 

In its April 17 reply Lick Creek contends that DEC's arguments that eliminating the RFP 
Off-Take Restriction is inconsiStent with the CPRE statute (1) will result in less competitive·bids, 
(2) will make administration of the CPRE Program less efficient, and (3) "have no b~sis in HB 589, 
in the Commission's CPRE Rules~ or in sound public,policy.'' Lick Creek Reply at l. Lick Creek 
further asserts that DEC's position ·is "inconsistent with rational decision-making by potential 
CPRE [MPs]." Id. Finally, Lick Creek reasons that the reliefit seeks is "in the interest of ratepayers 
and would not disrupt the administration ofCPRE Tranche 2." Id. at 2. 

Lick Creek.asserts that the· following-facts are undisputed: (1) that the RFP Off-Take 
Restriction is DEC's policy, not Accion's, (2) that the RFP Off-Take Restriction necessitates that 
to bid into the CPRE Program, a QF with an existing PPA must first terminate that PPA in order 
to be eligible for CPRE, and (3) that Lick Creek's C_PRE proposal· offers ·energy and capacity at 
prices below the avoided cost rates in its existing PURPA PPA. 
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Lick·Creek disagrees that DEC's RFP Off-Take Restriction is consistent with HB 589, 
noting that "such a restriction is nowhere to be found in the text of the statute;"' and contends that 
"[i]f such a restriction did eXist, •it would also bar a project with an executed PURPA PPA from 
tcmiiriating that PPA and suqsequently bidding into CPRE - which Duke says is perfectly fine.!' 
Id. Lick Creek argues that pursuant to HB 589 it is,pem1issible t0,shifl from "one form of offiake 
aulhorized-underHB 589 to another." Id. at 3. 

Lick Creek dismisses DEC's concern that the total volume of CPRE procurement is 
dependent on the volume of PURPA PPAs aild would have to be adjusted if Petitioner were to 
tenninate its existing PURPA PPA U1 favor of a ·CPR.E PPA. Lick Creek reasons that as the 
program is "only in Tranche 2 now, ... any adjustment to the total volume ofCPRE procurement 
will not happen'until Tranche 3 or later." Id. Further, Lick Creek argues that "[e]ven in the final 
tranche ofCPRE, the [IA] could simply adjust the awarded amount to account for the number of 
selected projects with existing PURP A PP As ( or a different rule could be established for the final 
tranche)." Id. 

Also, Lick Creek expresses skepticism at DEC's stated concern that if Petitioner prevails 
in its request, the GSA pfogram could be impacted if.participants were able to terminate their GSA 
PP As in favor of CPRE PP As; Lick Creek notes·that-it is not requesting that GSA participants-be 
permitted to bid into CPRE and argues that "it would be entirely reasonable for the Commission 
to allow projects With PURPA PPAs to bid into CPRE' while not allo_wing projects with 
GSA Contracts to.do so." /d .. at 4. Finally, Lick Creek states its belief that GSA suppliers·would 
be unlikel)'.to-breach·their GSA PP As.for monetary and reputational reasons. 

Next, Lick.Creek contends that the CPRE Program is not intended to pressure MPs into 
bidding as low as possible: " 

HB 589 requires that PPA pricing under CPRE be set competitively, and that the 
resources procured be "cost-effective." The "cost-effectiveness" of a CPRE 
Proposal, according to the General Assembly and this Commission, is'judged by· 
whether the ·proposal pricing (inclusive of the cost of upgrades) is at or below 
avoided-cost- not whether the pricing is as low as possible. 

LiCk Creek Reply at 4 (citations omitted). 

Lick-Creek also responds to DEC's allegation that allowing projects with preexisting PP As 
to bid into CPRE will introduce "greater uncertainty into the overall procurement process;," bas~d 
upon the possibility tha_t an MP may elect to honor its existing PURP A PPA even if it_ is offered a 
CPRE PPA. Id. at 5. Lick Creek criticizes DEC's argument stating: 

[l]his assumes. irrational .behavior ·on the -part of MPs. A QF with an executed 
PURPA PPA would only make the substantial commitment to participate'in CPRE 
(including the posting of sizable Proposa1·security·if it selected·for the competitive 
tier) ifit decided that a CPRE PPA, at the bid price, would be more favorable than 
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.its existing PPA. Such an MP has no more reason not to sign a CPRE PPA than any 
other MP. 

Id. (footnote omitted). For these reasons; Lick Creek _states that if granted by the Commission,.its 
reqllest will not create um;ertairity or otherwise complicate adJnin_istration of the CPRE Program. 

Ill additi6n,.Lick Creek disputes DEC's ctaJrri that the five-year PURPA PPA could be 
more benef\ciaJ .to. ratepayers than ·a ·cpRE PPA. Lick Creek contends that "[i]t is also entirely 
speculative -to assume that avoided costs six years from now wiU be even lower than the 
Petitioners' ·bid -prices, which are already below avoided •COst, even after accounting for solar 
integration costs." Jd. at 6: Lick Creek also. notes that "under CPRE, the utility and the ratepayer 
Wolild have the benefits of limited diSpatchatiility and REC acquisition·for the entire 20-year tenn 
of the PP A." Id. 

Lick Creek further ·argues that DEC .. misstates the facts ·concerning the timeliness 
of Petitioners' requ~V' Id. It ,disputes DEC's claim that the draft Tranche 2 RFP posted on 
Accion's website on August 15, 2019, contained the express RFP.Qff-Take Restriction. Lick 
Creek contends: 

[ll)he Draft RFP made available for comment on August 15, 2019 ... did 1101 
include. any statement about the' RFP Off-Take Restriction. The restriction firs_t 
appeared in the final RFP published on October 15, 2019 (the date on which 
Tranche 2 opened for bids), tacke<J, on to the end of'a.footnote discussing CPCN 
requirements .... To the best of Petitioners' knowledge, the restrictio~ was not 
discussed in stakeholder meetings or Other guidance provided prior to the opening 
of Tranche 2, and was not added in response to any comments ,by 
stakeholders .... And the comment period for the Draft RFP closed on September 
5~ 2019. So potential MPs bad_no opportunity [to] comment on the restriction prior 
to it being included in the Final RFP. The addition·ofthe RFP·Off-Take Restriction 
to the RFP at the eleventh hour therefore violated Commission Rule R8-71(f), 
which .requires publication of a draft RFP .setting forth -the "guidelines and 
documents, including RFP procedures, [and] evaJuation factors" that will guide 
the process. 

Id. at 6-7 (finaJ aJteration in original). Lick Creek also notes that it "mode repeated attempts to 
resolve this issue with the IA -after- it was revealed for the first time in the Final RFP in 
October2019," including raising the issue ofthe RFP Off-Take Restriction via a comment on 
Accion's website on January 23, 2020, at a stakeholder meeting on February,_6, 2020,, through 
comment on Accion's website oil February 26, 2020, and again.on March 5, 2020. Jd. at 8. 

Lastly, Lick Creek argues that if the Commission decides in its favor, there will be no 
prejudice or delay because the Ptoject qualifies as Advanced Stage and, therefore, may forego .the 
Step 2 intercoMection study. Further, Lick Creek states that as an Advanced Stage.project, it can 
be nulKed and evaJuated solely on the ·basis of its bid pricing, then, once evaluated by Accion, 
"simply be 'slotted in' to the final ranked list of proposals to be delivered by the lA to the 
Evaluation Team at the conclusion of the Step 2 process, in keeping with Rule R8-77(f)(iv)." Id. 
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at 9. Lick Creek concludes, "[s]o long as a decision is rendered in time for Petitioners' proposa1s 
to be ranked before that list is prepared at the end of Step 2, granting" the requested relief should 
not cause any delay or disruption." Id. 

DISCUSSION AND CONCLUSIONS 

The CPRE statute, N.C.G.S. § 62-l 10.8(a), does not directly answer the question at issue 
in this proceeding: should an MP have to cancel its existing avoided cost contract to participate in 
the CPRE Program and submit a proposal in response to a utility's RFP. The Commission, 
therefore, must interpret the statute in the context of the entirety ofHB 589 to an_swer this question. 
Afl:er careful consideration the Commission concludes that Dukel was reasonable in excluding 
bidders with existing PP As from CPRE Tranche 2 and finds good cause to deny the relief requested 
by Lick Creek and to dismiss the.petition. 

Pursuant to N.C.G.S. § 62-I I0.8(a), the legislative purpose of the CPRE Program is that 
of"adding renewable energy to the State's generation portfolio in a manner that allows the-State's 
electric public utilities to continue to reliably'and cost-effectively serve customers' future energy 
needs." Under the bill, Duke is required to "issue requests for proposals to procure and shall 
procure, energy and capacity from renewable energy facilities" in the aggregate amount of 
2,660 MW over a tenn of 45 months after Commission approval. However, the'procurement target 
established in the legislatio_n for this. program adjusts automatically based on a number of 
conditions, including the amount of renewable energy procured under other programs. 

The CPRE Program is only one of the programs established or modified in HB 589. For 
example, in Part I of the bill, the legislature amended N.C.G.S. § 62-156- and the tenns and 
conditions of future standard and negotiated avoided cost contracts, while grandfathering certain 
facilities eligible for the standard offer rate schedules and power purchase agreement tenns and 
conditions approved by the Commission in prior avoided cost proceedings. Also, in Part III of the 
bill the General Assembly authorized a revised Green Source Advantage program to allow Duke 
to procure renewable energy resources on behalf of North Carolina's major military installations, 
the University of North Carolina system, and ·1arge nonresidential customers. The amount of 
renewable energy capacity contracted for under these other provisions impacts the amount of 
capacity rO<juired to be procured under the CPRE Program. N.C.G.S. § 62-I I0.8(b)(I). 

The-Commission is persuaded that to allow generators already under contract for the sale 
of their output to Duke to submit proposals to ·the CPRE Program would thwart the explicit 
legislative purpose of the CPRE Program. The Commission further agrees with Duke that 
excluding ·bidders with existing PPAs is reasonable for administrative efficiency of the CPRE 
Program. The CPRE cvaluation·proccss is complex and involves the evaluation ofa large nwnber 
of projects over a short period of time. Allowing projects with preexisting-off-take arrangements 
that may not execute a CPRE PPA even if selected as a winning competitive bid to participate in 
the CPRE Program introduces greater uncertainty into the overall procurement process. To 
reiterate, the purpose of the CPRE Program is to add new renewable energy generation, and the 

1 As envisioned by the statute, N.C.G.S. § 62~110.S(b), Duke filed a petition on behalf of DEC and DEP for 
approval ofajointCPRE Program, and the decisions herein apply equally to bidders submitting proposals in response 
to a CPRE RFP for facilities in either the DEC or DEP service territories. 
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selection of. capacity already under contract and the additional effort required to evaluate such 
proposals does nothing .to further this purpose. Therefore, for the foregoing reasons the 
Commission is persuaded that Duke acted reasonably in excluding bidders with existing PPAs 
from participating so as to effectuate the purpose of and efficiently administer the CPRE Program. 

IT IS, TI!EREFORE, SO ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 20th <jay of October, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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DOCKET NO, SP~8420 SUB 0 

BEFORE TIIE NORTH'CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of ATOOD Solar IV, LLC, 
for a Certificate of Public ·Convenience 
and Necessity to Construct a 
4.99-MW Solar Facility in Brunswick. 
County, North Carolina 

) 
) 
) 
) 
) 

ORDER ISSUING 
AMENDED CERTIFICATE 

BY THE COMMISSION: On October 31, 2016, the Commission issued an order granting 
ATOOD Solar IV,. LLC (Applic.ant), a·-certificate of public e:onvenience and necessity for the 
construction of a 4.99-MWAcSolar photovoltaic (PV) electric generating facility to be located at 
22_0I Mercantile Drive NE, Leland, Brunswick County, North Carolina. In .addition, the 
Commission accepted registration of the facility-as a new renewable energy facility. 

On August 15, 2019, the Applic.ant notified the· Commission of a change of ownership 
and control. 

On iuly 9, 2020, the Applicant filed an updated site plan with the Commission and 
requested t~at the Coqimission issue an·order arnendingJhe·.certificate·to rccogni7,,e the updated 
site plan. 

On July 17-, 2020, the Public Staff.tiled a letter recommending that the CommiSSion grant 
the requested amended certificate for the facility Without requiring republication of notice or 
further.State Clearinghouse review. 

On·August 19, 2020, the Commis.sion is.sued an Order"requiring the Applicant to·publish 
notice, file an affidavit of publication, and file an updated·certificate of service. The Order a!So 
required further State Clearinghouse review. 

On August27, 2020,"the Applic.ant filed a verified certificate of service stating that the 
application nnd the related ·public notice were provided to Duke Energy Progress, LLC on 
August 26, 2020. -

On September 22, 2020 and October 6, 2020, the State Clearinghouse. filed additional 
comments. Because of the nature of the comments, th_e co_ver letters indicated that no further State 
Clearinghouse review action by ihe Commission .was. required for compliance with the·-North 
Carolina·Environmental Policy Act. 

On September 30, 2020, the Applic.ant filed' an affidavit of publication from ,the Star-News 
(Wilmington, North Carolina) stating that the publication of notice was- .completed on 
September 20, 2020: No complaints have been received. 

!TIS, THEREFORE, ORDERED as follows: 
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I. That the application of A TOOD Solar IV, LLC, for an amended certificate of public 
convenience and necessity shaJI be, and is hereby, approved; and 

2. That Appendix A shall constitute the amended certificate of public convenience 
and necessity issued to ATOOD Solar IV, LLC, for the 4~99-MWAc solar photovoltaic electric 
generating facility located at 2201 Mercantile Drive NE, Leland, Brunswick County, 
North Carolina. 

ISSUED BY ORDER OF 11lE COMMISSION. 
This the 19• day of October, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. SP-8420, SUB 0 

ATOOD Solar IV, LLC 
c/o ARE NC A TOOD, LLC 

3414 Peachtree Road, Suite 825, Atlanta, Georgia 30326 

is hereby issued this 

APPENDIX A 

AMENDED CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
PURSUANT TO N.C. Gen. Stat. § 62-110.1 

for a 4.99-MWAc solar photovoltaic electric generating facility 

located 

at 2201 Mercantile Drive NE, Leland, Brunswick County, North Carolina, 

subject to aJI orders, rules, regulations and·conditions 
as are now or may hereafter be lawfully made 
by the North Carolina Utilities Commission. 

ISSUED BY ORDER OF 11lE COMMISSION. 
This the 19th day of October, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 
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DOCKET NO. SP-4131, SUB 2 

BEFORE THE NORTH CAROLlNA UTILITIES COMMISSION 

In the Matter of 
Application.of Legacy Biogas,_ LLC, for 
Registration of a New Renewable Energy 
Facility 

ORDER ACCEPTlNG REGlSTRATION OF 
NEW RENEWABLE ENERGY FAClLITY 

BY THE CHAIR: On August 21, 2018, asamende<l February 24, 2020 and March 2, 2020, 
Lega_cy Riogas, LL(:. {Applic;mt), fil_ed an application to register a.new renewable energy facility 
pursuant to Commission Rule R~6.for a new renewable energy facility located in Fremont, Wayne 
County, North Carolina. Applicant stated that its 4;2-MWAc biogas-,fueled facility will generate 
electricity using biogas produced from the process of swine manure, mortality, slaughterhouse and 
packing house waste. The electricity produced by Legacy Biagas will be only from swine substrate. 
The bi.ogas collection and pressurizing system was installed with.the ability to coUect an~ transfer 
biogas for.the 4 engines, and each engine bum·the biogas to produce up 1000-kWAc per engine to 
combustible gases through waste digester ·gas (biogas). The cligester gas supplies niethane to ,a. 
cogeneration genset. Applicant- stated that his facility would become operational-on or around 
September 2018. 

The filing •included certified attestations that: (1) the facility will be in substantial 
compliance with all federaJ and state laws, regulati9ns, and rul~- for the protection of the 
environment. and conservation of natural resources; (2) the facility will be operated as a new 
renewable energy facility; .(3) Applicant will nof rema~ct or otherwise resell any renewable· 
energy certificates (RECs) sold to an.electric power supplier to comply with G.S. 62-133.8; and 
(4) Applicant will consent to the auditing of its books and records by the Public Staff insofar as 
those records relate.to transactions with North Carolina electric power suppliers. 

On March 3, 2020, the Public Staff filed the recommenqation required by Commission 
Ruic R8-66(e)·stating that Applicant's registration statement as a.new ,renewable energy facility 
should be corlSidered to·De complete. No other party made _a filing with respect to these issues. 

Based upon the foregoing_and the entire record in this proceeding, including the source-of 
fuel stated in the registration statement, the Chair finds good cause to. accept oWstration of 
Applicant's biogas-fueled facility as a new renewable energy facility-. Consistent with the 
Commission~s January 20, 2010 Order Accepting Regis_tration issued in Docket No. SP-578, Sub 0, 
Applicant may earn RECs only for the electricity produced 'from the bjogas and not for the thermal 
energy that is used •as an input back into the pyrolysis process. In addition, if any organic material 
other than swine waste is used in the pyrolysis, only that portion of the electricity generated from the 
.biogas that is derived from swine waste is· eligible. to earn RECs that may be used to meet the 
respective swine waste set-aside requirements of the North Carolina Renewable Energy and Energy 
Efficiency 'Portfolio 'Standard (REPS). Applicant shall annually file the infonnation required by 
Commission Rule RS-66 on or before April I of each year. Applicant will be required to participate 
in the NC-RETS REC trackingsystem,{www.ncrets;org) in,orde,r to facilitate the issuance ofRECs. 
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IT IS, TIJEREFORE, ORDERED as follows: 

1. That the. registration by Legacy Biogas; LLC, for its biogas-fueled facility to be 
locat~ in Fremont, Wayne County, North Carolina as a new renewable energy facility shall be, and 
is hereby, accepted; 

2. That Applicant shall annually file the infonnation required by Commission 
Rule R8-66 on or before·April I.of each year; and 

3. That the Chief Clerk shall send a copy of this order to the NC-RETS Administrator. 

ISSUED BY ORDER OF Tiffi COMMISSION. 
This the 1st day of April, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 

DOCKET NO. SP-4667, SUB 0 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Railroad Solar Fann, LLC, 
for- a Certificate of Public Convenience ani:I 
Necessity for a 4-MW Solar Facility in 
Robeson County, North Catalina 

) 
) 
) 
) 

AMENDED ORDER REQUIRING 
PUBLICATION OF NOTICE 
AND FURTHER STA TE 
CLEARINGHOUSE REVIEW 

BY IBE COMMISSION: On November 4, 2014, the·Conup.ission issued an Order-in the 
above-captioned docket granting Railroad Solar Farm, LLC (Applicant)~. a certificate of public 
convenience and necessity (CPCN) pursuant to N.C.G.S. § 62-110.1 (a)for construction ofa 4-MW 
solar generating facility to be located at 409 East Railroad Street in Pembroke, Robeson County, 
North Carolina. In addition; the Commission accepted registration of the facility as a new 
renewable energy facility. Applicant ·stated· that it plans to sell the electricity to Duke Energy 
Progress, LLC. 

On July 9, 2020, Applii;:ant filed' an amendment to its application. In summary, Applicant 
stated that the facility \V3S constructed and be~_' operations in 2017, b~ during a recent routine 
review of the project it was discovered that there are minor inconsistencies between.the site's final 
constructed footprint and what is on file with the Commission. Applicant enclosed an updated 
layout showing the facility's final constructed footprint and marked as Railroad Solar·Farm, LLC 
- Final Constructed Layout Exhibit Applicant stated that the material infoi"mation within the 
CPCN and registration remains the same, and tbat,it \V3S providing the final layout based on an 
abundance of caution. Applicant opined that no further public notice or State Clearinghouse review 
on the constructed and operational facility is requif!!rl, and cited the Commission's decision in 
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Application of Rock Farm, LLC, for a Certificate of Public Convenience and Necessity to 
Construct a 4.975-MW Solar Photovoltaic Electric Generating Facility in Richmond County, 
North Carolina in Docket No. SP~l659, Sub 0 (Rock .Fann Order), in support of its position. 
Finally, Applicant requested that the Commission issue an order"amending the CPCN to recognize 
the final, constructed layout. 

. On July 17, 2020, the Pu_blic Staff filed a letter stating that it reviewed Applicant's updated 
site layout, that it' shifts the project onto a new parcel, and that the amended layout differs from the 
original site layoi.Jt provided in compliance with Commission Rule R8-64(b)(2), which requires a 
map or aerial photo.showing the location·ofthe facility and the proposed location of the facility's 
major equipment. Further, the Public StatT stated that R8-64(d)(3) requires applicants "[b]oth 
before the time construction is completed and after," to advise both the Commission and the utility 
involved of any material changes to the information in the application. In addition, the Public Staff 
cited the Commission's Order Issuing Amended Certificate of Public Convenience and Necessity, 
Approving Transfer of Certificate and.Accepting Registration· in Docket Nos. SP-3096, Subs 0 
and I, and SP-11559, Sub 0, (Aug. 21, 2018) (CPCN Amendment Order), and stated that the 
Commission's usual practice in response to a change in a facility's site plan that involves the 
addition-of new land is to issue an order requiring the applicant to publish notice of.the amended 
application, and.also send the amended application to·the State Clearinghouse for further review, 
based on the rationale "thiit the addition of new land likely affects new adjoining landowners, and 
that those new adjoining landowners should have notice and the opportunity to file· a complaint 
regarding the potential effects of the proposed faqility on the enjoyment of their property." CPCN 
Amendment Order, at 6. The Public.Staff stated that the-Commission further noted, however, that 
it "must review each amendment and exercise its discretion to order such m~asures as it finds 
appropriate under the circumstances." Id at 7. 

Moreover,.the Public Staff stated that Applicant's amendment herein.was not filed with the 
Commission until after construction was completed on the site and the facility commenced 
operations,.providing no meaningful opportunity for review of the·proposcd amended·site layout, 
as would nonnally be preferred: The Public Staff noted Applicant's reliance on the Commission's 
2013 Roe.~ Farm Order, but stated that the Rock FannOrdershould.be given limited weight based 
on the different factual circumstances involved in that docket, and, rather, should be viewed as an 
exception to the Commission's standard practice over the past seven years. Nonetheless, the Public 
Staff stated that it would not appear that any additional public interest would be served•by requiring 
Applicant to republish notice orto send the application back to the State Clearinghouse for further 
review. With regard to the Rule.R8-64(d)(3) requirement to provide notice of material changes to 
the site layout- after construction is completed, the Public Staff stated that the purpose of this 
provision is: (1) to address subsequent modifications to facilities; and (2) to ensure that the 
infonnation med in the docket system and·the infonnation on file with the•utility reflects the actual 
system as constructed. In the present case, the filing helps fulfill this latter requirement. As a result, 
the P.ublie Staff recommended that the Commission grant the requested amended CPCN for the 
facility without requiring republication of notice or further State Clearinghouse review. 

859-



SMALL POWER PRODUCERS - FILINGS DUE PER ORDER 

DISCUSSION AND CONCLUSION 

Commission Rule R8-64(d)(3) states: 

Both before the time construction is completed· and after, all certificate 
holders must advise boll:! the Commission and the utility involved of any plans to 
sell, transfer, or assign the certificate or the generating facility or of any significant 
changes in the information set forth in subsections (b)(l) thru (b)(S) of this Ru!~. 
and the Commission will order such proceedings as it deems appropriate to deal 
with such.plans or changes. The·follOwing changes in infonm1tion are exemplary 
of changes that require an amendment to the certificate issued for the facility: a 
transfer of the certificate or the facility, a change in the facility owner's name, a 
change'in the fuel source, or a change in the generating capacity of the facility. The 
following changes in infonnation are exemplary of changes that require notice to 
the Commission, but do not require an amendment to the certificate: a change-in 
facility owner's contact information, or a change in-the.upstream ownership of the 
facility owner. 

The required information set forth in subsections (b)(I) thru (b)(S) of the Rule includes a 
color map or aerial photo showing the facility's site boundaries and the-proposed location of major 
equipment. Rule R8-64(b )(2)(i). 

As the Commission stated in the CPCN Amendment Order, the Commission's general rule 
is that the addition ofnew land to a facility's·site triggers the requirement to republish public notice 
so that reasonable notice is provided to landowners whose property may not have been adjoining 
or otherwise affected by the land that was included in ·the original site. Likewise, the addition of 
new land or the repositioning of major· equipment on segments of the property not initially 
identified for such use requires further revicw·by the.State Clearinghouse to determine whether 
the facility's amended use of the property comports with the guidelines of the North Carolina 
Environmental Policy Act. The· fact that a facility has been constructed and is operating has no 
bearing on the applicability of these requirements. 

Therefore, on the basis of the amended application the Commission concludes that 
Applicant should be required (I) to publish notice Of the application in the manner required by 
N.C.G.S. § 62-82(a) and file an affidavit of publication with the Commission, and (2) to mail a 
copy of the application and notice, no later than the first date that such notice is published, ·10 the 
electric utility to which Applicant plans to sell and distribute the electricity and file a,signed and 
verified certificate of service that the application and notice have been provided.to the utility. The 
Chief Clerk of the Commission will deliver copies of the notice to the Clearinghouse Coordinator 
of the Office of Policy and Planning of the Department of Administration for distribution by the 
Coordinator to State agencies having an interest in the application. 

If a complaint is received within ten days after the last date of the publication-of the notice, 
the Commission will schedule a public hearing to determine whether an amended certificate should 
be awarded, will give reasonable notice of the time and place of the hearing to the Applicant and to 
each complaining party, and will require the Applicant to publish notice of the hearing in the 
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newspaper in which the notice of the application was published. If no complaint is received within 
the time specified above, the Commission may, upon its own initiative, order and schedule a hearing 
to determine whether an amended certificate should be awarded. If the Commission orders a hearing. 
upon its own initiati\le,. it will require notice of the hearing,,to be published· by Applicant in the 
newspaper in which the notice of the application was published. Ifno complaint is received within 
the time specified and"·the Commission does riot order a: hearing upon its own initiative, the 
Commission niay enter an order awarding the amended certificate. 

The Commission cannot take any action until after Applicant has filed both the affidavit of 
publication and the Certificate of service. Pursuant to Commission Rule R8-64{1?)(i), the 
Commission will automatica.lJy,_dismiss the .application, without prejudice to· refile, if Applicant 
does not file the affidavit of publication and certificate of service withiri twelve months of the date 
of this Order. 

IT IS,THEREFORE, ORDERED as follows: 

1. That Applicant sha11 publish the Public Notice, attached as Atta_chment A'_ he~o, 
once each week for four-successive weeks-in the manner required by N.C.G.S. § 62-82(a) and shall 
file an affidavit of publication-with the Commissio·n; 

2. That Applicant sha11 mail a COpy of the amended application and notice, no later than 
the first daie that such notice is publiShed, to the electric utility to which.the A,pplicant plans to sell 
and distribute the electricity and file a signed and verified certificate of service that the.application 
and notice have been provided-to the,utility; 

3. That the Chief Clerk of the Utilities Commission·wiU:delivcr copies of the notice to 
the Clearinghouse Coordinator of' the Office of ·Policy and Planning of the Deparbnent of 
Administration for distribution by. the Coordinator to State agencies having an interest in 
the application; 

4. That Applicant may continue operation of the facility pursuant to the authority 
granted by the Commission under the· originaJ CPCN, unless and until the Commission orders 
otherwise; and 

5. That the Commission will proceed as it deems appropriate after the filing of the 
affidavit of publication and the certifiCate of service. 

ISSUED BY ORDER OFTHE,COMMISSION. 
This the 19th day of August, 2020. 

NORTI-1 CAROLINA UTILITIES COMMISSION 
.Janice H. Fulmore, Deputy Clerk 
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PUBLIC NOTICE 

DOCKET NO. SP-4667, SUB 0 
APPLICATION OF RAILROAD SOLAR FARM, LLC 

ATTACHMENT A 

FOR A CERTIFICATE,OFPUBLICCONVENIENCE AND NECESSITY 

NOTICE IS HEREBY GIVEN that on October 31, 2014, Railroad Solar Fann, LLC 
(Applicant), filed an application, as amended oil July ·9, 2020,. seeking a certificate of public 
convenience·and necessity:pursuant to'N.C.G.S.-§ 62-110.}(a) for the CQIL'itruction ofa 4-MW 
solar generating facility to be located at 409 East Railroad Street in Pembroke; Robeson Couniy, 
North: Carolina. Applicant's Site layout illustrating the footprint of the facility may change to some 
degree based on government land use requirements, interconnection requirements, or similar 
factors. Applicant stated that it phms·to sell the electricity to Duke Energy Progress, LLC. 

Details of the application may be obtained from the Office of the Chief Clerk of the North 
Carolina Utilities Commission, 430 N. Salisbury Street, 5th Floor, Dobbs Bi:Jilding, Raleigh, No_rth 
Carolina 27603 or 4325 Mail Service Center, Raleigh, North Carolina 27699-4300 .or on the 
Commission's website at www.ncuc.nel 

If a complainl'is received within ten days after the last date of the publication of this notice, 
the CommiSSion will schedule.a public·hearing to deterniine whether an amended ~rtificate should 
be awarded, will.give reasonable notice of the time and place of the; hearing to the Applicant and.to 
each complaining party, and will require the Applicant to publish notice of the hearing_ in this 
newspaper. Ifno complaint-is-received within the time specified above and if the Commission does 
not·order a hearing upon its own initiative, the Commission may enter an-order awarding_ the 
amended certificate sought by the Applicant. 

Persons desiring to lodge -complaints may file statements to that effect with the 
Commission. Such statements should reference Docket No. SP-4667, Sub 0°and be addres.sed as 
follows: Chief Clerk, North Carolirl.a Utilities· Commission, 4325 Mail Service Center, Raleigh, 
North Carolina 27699-4300. 

Statements-may also be directed to Christopher J. Ayers,.Executive Director, Public Staff 
-North Carolina Utilities Commission, 4326-Mail Service Center, Raleigh, North Caroliria 27699-
4300 or to The Honorable Josh' Stein, Attorney Genera] of North Carolina, c/o ·Consumer 
Protection-Utilities, 9001 Mail Service Center, Raleigh. North Carolina 27699-9001. Written 
statements may be e-mailed to utilityAGO@ncdoj.gov. 

NOTE TO PRINTER: Advertising cost shall be paid by the Applicant. It is required that the 
Affidavit of Publication be filed with the Commission by the Applicant. 
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DOCKET NO. SP-1103, SUB 0 
DOCKET NO. SP-25630, SUB iJ 

BEFORE TIIE NORTH CAROLINA UTILITIES COMMISSION 

DOCKER NO. 1103, SUB 0 

In the Matter of 
Application of RES Ag-DM 2-1, LLC, 
for Registration of a New Rene'wable 
EnergyFacility 

DOCKET NO. SP-25630, SUB 0 

In-the Matter-of 
Application of Align RNG Magnolia, 
LLC, forRegistrati0n·ofa New 
Renewable Energy Facility 

ORDER CANCELING REGISTRATION 
OF NEW RENEWABLE ENERGY 
FACILITY ANU ACCEPTING 
REGISTRATION OF NEW 
RENEWABLE ENERGY FACILITY 

BY THE CHAIR: On June 20, 2011, in Docket No. SP'II03, Sub 0, the Commission 
issued an order accepting registration of a new renewable -energy· facility for a 750-kWAC 
biomass-fueled combined_heat and power (CH}>) facility located in·Magnolia, in Duplin County, 
North Carolina 

On August 19, 2020, as _amended September 1, 2020, September 3, 2020, and 
October 30, 2020, Align RNG Magnolia, LLC (Applicant) filed;an application to register a 
new r~new~ble energy facility pursuant Commission Rule R8-~6 for the.same biomass-fueled 
CHP facility. In the application, the Applicant provides updated information that_ the facility 
became operational on October 5, 2013 and has 0.5 MWAC capacity. 

The Applicant's filing included certified attestations .that: (I) the facility will be in 
substantial compliance with all federal and state laws, regulations,:and rules for the protection 
oflhe environment·and conservation.of natural resources; (2)'the facility will'be ~perated as a 
new renewable energy facility; (3) the Applicant will not remarket or otherwise resell any 
renewable energy certificates (RECs) sold to an electric power supplier to comply with N.C. Gen. 
Stat.§ 62-133._8;,and (4) the Applicant will consent to.the auditing of its.books an4 recordS,by 
the Public Staff insofar as those records relate to liansactions with, North Carolina electric 
power suppliers. 

On September 4, 2020, the Public Staff filed. the recommendation required by 
Commission Rule R8-66(c;:), stating that the Public Staff has completed its ,review of the 
Applicant's registration statement. Based upon its review, the PUblic Staff recommends th'at the 
Applicant's regiStration statement be ~onsidered complete and that the facility be considered a 
new renewable energy facility. No other party made a filing with respect to these issues. 
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Basechpon the.foregoing and the entire record in this proceeding. including the source of 
fuel stated in the registration statenient, the Chairman finds good cause to. accept registration of 
Applicant's biogas-fueled facility as a new renewable energy facility. Consistent with the 
Commission's January -20, 2010 Order Accepting Regi;:;tration issued in Docket No. SP-578, 
Sub 0, Applicant.may earn RECs only for the electricity produced from the biogas and not for the 
thermal energy that is used as an input back into the pyrolysis.process. In addition, if-any organic 
material other than swine waste is• used in the pyrolysis, only that portion ·of the electricity 
generated from the biogas that is·derive4 from swine·waste is eligible t9 earn RECs that may be 
used to meet the respective swine.waste set-aside requ~ments of the North Carolina Renewable 
Energy and Energy Efficiency Portfolio Standard (REPS). Applicant shall annually file the 
infonnation-required by Commission Rule R8-66 on or before April 1-of each- year. Applicant 
will be required to participate iffthe NC-REfS REC !;racking system (www.ncrets.ofg) in order 
to faciHtate the issuance ofRECs. 

IT IS, THEREFORE, ORDERED as.follows: 

1. That the registration as a new renewable energy facility ofthe750-kWAC-biomass-
fueled combined heat and p6wer facility·located in Magnolia, Duplin County, North Carolina and 
owned by RES Ag-DM2-l, LLC, accepted in DocketNo.SP-1103, Sub 0, shall be, and is hereby, 
canceled; 

2. ThatDocket No.'SP-1103, Sub 0, shall be, and is hereby, closed; 

3. That the application -for registration as a new renewable energy facility filed by 
Align RNG Magnolia, LLC for its 0.5 MWAC biomass0fueled combined heat and power facility 
located'in Magnolia,in Duplin County, North Carolina;shall be, and is hereby, accepted; 

4. That Align RNG Magnolia, LLC shall annually file. the infonnation required 
by Commission-Rule R8-66 c;m or before April l of each year; and 

5. That the Chief Clerk sha11.s.end a copy of this order to the NC-RETS-AdminiStrator. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 6th day of November, 2020 

NORl1l CAROLINA UTILITIES COMMISSION 
JaniceH. Fulmore, Deputy Clerk 
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DOCKET NO. SP-9590, SUB 0 
DOCKET NO, E-2, SUB 1159 
DOCKET NO; E-7, SUB 1156 

BEFORE TIIE NORTH CAROLINA UTIUTIES COMMISSION 

DOCKET NO. SP-9590, SUB 0 

In-the Matter of 
Application of Stanly Solar, LLC, fora 
Certificate Of Public Convenience and 
Necessity to Corutruct a 50-MW Solar 
Facility in Stanly County, North'Carotina 

DOCKET NO. E-2, SUB H59 
DOCKET NO. E-7, SUB 1156 

In the Matter of 
Joint Petition ofDuke'Energy Carolinas, 
LLC, and Duke Energy Progress, LLC, for 
Approval of Competitive Procurement of 
Renewable ·Energy Program 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

ORDER DENYING MOTION 
FOR RETURN OF CPRE PROPOSAL 
SECURITY 

BYTIIECOMMISSION: On January 14; 2020, Stanly Solar, LLC (Stanly), filed a Motion 
for Return ofCPRE Proposal.Security in the above-cipLloned dockets (Motion) requesting that the 
Commission compel Duke Energy Progress, LLC (DEP), to return the $1 million- surety bond 
provided-~y Stanly as Proposal' Security for its bid in Tranche 1 ~f the C0mpetitive Pro~urement 
ofRenewable Energy (CPRE) Program authorized by House Bill 589 (S.L. 2017-192). 

On February 20; 2020, Accion-.Group, LLC, the Independent AdrTlinistrator for the CPRE 
Program (hereinafter IA or Accion),filed a response to Stanly's motion (Accion's First Response) 
in Docket Nos. E-2, Sub 1159 and E-7, Sub 1156 (CPRE Dockets). 

On February 24, 2020, DEP and Duke Energy Carolinas; LLC (DEC; together with· DEP, 
the Companies or Duke), filed- a joint response to Stanly's motion (Duke's Response) in the 
CPRE Dockets. 

On March 13, 2020, Stanly filed a reply in support ofits motion (Reply). 

Finally,.on April 21, 2020, Accion filed a response·to StanJy's reply (Accion's Second 
Response) in-the CPRE Dockets. 
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SUMMARY OF THE PLEADINGS 

Stanly's Motion 

Stanly states that'it owns·a 50-MW solar project under·development in Stanly Com1ty, 
North Carolina, that it' submitted as a proposal for a CPRE Tranche 1 Power Purchase·Agrcement 
(PPA). Pursuantto asystem.impat;:t_study from Deecmber2017, Stanl)'-n~tes thatitwas designated 
as a late-stage project, 1 meariing that_ it was not included in the Tranche 1 grouping study and 
would be required to bear the cost of its own network upgrades. Also, Stanly explains that the 
Commission-approved Tranche 1 CPRE Program·Guidelines-require,that ~ Market ParfoJipant's 
(MP) facility must be in-service prior to January 1, 2021. 

•On December 6, 2018, the IA notified Stanly that it was selected to proceed _to Step 1 of 
the CPRE selection process. The Tranche I' RFP required.third-party· ~s, i11.cluding Stanly, to 
"provide Proposal Security in the am6wit of$20/kW·in order to proceed to Step 2 of the evaluation 
process." Motion at 3. Arow,d that time, Stanly recalls that 

based- on the rough interconnection timelines set out in Stanly's System .Jmpact 
Study as well as correspondence with Duke's interconnection_ tcrun, it appeared that 
the project probably would'not be able to achieve interconnection by the January 1, 
2021 in-service deadline, depending on how quickly 'Duke was.able to issue the 
Interconnection Agreement and complete construction un0er the agreement. In 
addition to potentially impacting Stanly's eligibility for Tranche l, a late 
inte~nnection collld negatively impact the economics of the project due to 
increased·canying costs, expiration of project agreements, and increased exposure 
to changes in·available financing. 

Id. at4-5. However, Section VI(A)ofthe CPRETranche I ·RFP provides that in the event that during 
the Step 2 evaluation process the· T&D Sub-Team detennines that "any required IntercoMection 
Facilities or·System Upgrades cannot be completed ·by January I, 2021, but can be completed by 
July 1, 2021t the I_A must notify the MP, and the MP has the election to either remain in the RFP or 
withdraw. Id. at 3.,In addition, Stanly notes that Accion's responses to Frequently Asked Questions 
by MPS states: 

SectionVI{A) ~rovides the MP with the oppc;ntunity to withdraw a proposal in the 
event thatthe projected completion date for Interconnection Facilities and System 
Upgrades cannot be completed by January I, 2021, but can be completed by 

1 Pursuant to the Tranche 1 Request for Proposals (RFP). a project that executa:I a state-jwisdictional Facilities Soily 
Agreement and committed to ·fund any Network Upgrades identified in ilS Syru:m Impact Study would b: designated a "Late 
Stage Proposal." Proposals designated a5 "Late Stage" wm: not to b:ewluatcd ~ part.oflhe System Impact Grouping Study. 
Instead, La1e Stnge PropcGlls wm: studied urxl_erthe defunlt inte1tOnneciion study procec..s and bad to bear !he cost of their own 
Netwolk Upgrades. 
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July I, 2021. In such a case, if the MP decides to withdraw the Proposal, the 
Proposal Security would be released." 

Stanly asserts that "in reliance on the RFP's assurance that Stanly would be allowed to 
withdraw from CPRE without penalty ifit was ultimately detennined that the project could not be 
interconnected by January 1, 2021, Stanly opted to proceed to Step 2." Id. at 5. Stanly states that 
it posted a $1 million surety bond as Proposal Security on January 4, 2019, which was rcjected,by 
Duke due to fonn. Stanly states that it posted a revised surety bond on February 5, 2019. 

Stanly recalls that after posting the Proposal Security in January of 2019, it received 
additional infonnation tending to indicate that the project would not be in service by the Tranche I 
deadline of January l, 2021; however, Stanly asserts that it "did not receive any notification from 
the IA during Step 2 that its-interconnection date might be later than January I, 2021, and it was 
not provided the option to withdraw in Step·2 of the selection process." Id. 

Stanly states that the IA notified it on April 10, 2019, that its bid had been selected 
to participate in the CPRE Program and that it would forfeit its Proposal Security if it did not 
execute a PPA. 

Stanly states that it infonncd the IA on May 6, 2019, that "because of significant changes 
in project economics due to an increase in solar panel prices ·after Stanly posted its Proposal 
Security in January 2019, its construction costs had increase~ and Stanly likely would not be able 
to post PPA security at the completion of Stage 2." Id. at 5 Q.3. At that time, Stanly requested 
pennission to withdraw from-Tranche 1 without forfeiting its Proposal.Security, but the IA dCnied 
the request. Stanly asserts that other MPs were not required to post Proposal 'Security until March 
or April 2019, at which time the panel price increase had already occurred. Further, Stanly 
speculates that "[a] significant proportion of those projects opted not to post Proposal Security and 
proceed to Step 2, and it appears that the price increase· was a significant factor· in those MPs' 
decisions to withdraw." Id. Stanly argues: 

Id. 

This created an unintended but nonetheless unfair advantage for the later selected 
MPs, as they had more current market knowledge at the time they were asked to 
post their Proposal Security. If Stanly had·.been given the same opportunity to post 
in Mari:::h/April, with knowledge of the iricrease in module prices, it would have 
elected not to do so. 

Stanly asserts that it infonned the IA on June.26, 2019, that "based on the most recent 
information received from Duke," the project would be unable to make the in-service deadline of 
January I, 2021. Id. at 5. Accordingly, pursuant to Section Vl(A) of the RFP, Stanly states that it 
again requested to withdraw ils proposal and have its Proposal Security return~, but that on 
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July 5, 2019, the JA again denied Stanly's request. Stanly·furthcr alleges that the IA justified its 
denial as follows: 

(I) The IA has not infonned the MP that interconnection cannot be completed by 
January 1., 2021; (2) Duke Transmission has yet to-establish a date for completion 
of associated system upgrades, and, ergo, there has not been a detennination that 
the.system upgrades will.not be completed W1til at least July 2021; and (3) Should 
Duke Transmission· fail to complete its responsibilities necessary for the MP to 
interconnect'by the established COD, that would be a contract dispute pursuant to 
the tenns ofthePPA and not something to be adjudicated before the fact. 

Id. at 6..(internal quotations removed). 

Stanly explains lhat it contacted the IA on July 8, 2019, to clarify that Duke's Transmission 
Group had ,consistently told Stanly that "the project's interconnection facilities and upgrades 
would not be completed until at least April 2021," ind to deny that a delay in interconnection until 
after the in-service deadline would give rise to a contract.dispute. Id. at 6-7. 

Stanly states that it received a final lnterconnectio_n Agreement from Duke on July 11, 
2019, confinning that "the projected in-service for the project would not occur until May 31, 
2021." Id. at 7. 

When the IA did not respond to Stanly's July 8; 2019 communication, on July 16, 2019, 
Stanly contacted Duke and asserted that it had "improperly been denied the opportunity to 
withdraw' during Step 2 based on its projec!ed in-service date being after January 1, 2021,".and 
requested return of its Proposal Security. Id. Stanly asserts that Duke has failed to provide a 
substantive response to its July 16, 2019 request, and that on November 25, 2019, without notice, 
Stanly's surety received a demand from Duke for payment on the surety bond within ten days. 
Stanly further alleges that "[t]o this day, Duke has not provided any rationale.for refuSing Stanly's 
request to return the Proposal Security,, and the IA has not explained why the infonnation 
Stanly provided in its July 8, 2019 correspondence does not justify return of Stanly's Proposal 
Security." Id. 

In support of its Motion, Stanly argues: 

By the time the Step 2 analysis was perfonned, Duke's T&D Team knew the extent 
of Stanly's required upgrades [and] knew that Stanly could not be interconnected 
by January I, 2021. Whether the IA was not infonned of this fact or simply ignored 
it, the IA did not give.Stanly the option to withdraw during Step 2 as required by the 
RFP. Thus the procedures set forth in the Tranche 1 RFP were not followed, and.as 
a result Stanly was denied the opportunity to withdraw during Step 2. Given the 
changes in project economics after Stanly was required to post Proposal Security, 
Stanly would have taken the opportunity•to withdraw if it had been available. 

Id. at 8-9. Stanly contends that "[t]o remedy the IA's failure to follow the procedures set forth in 
the Tranche I RFP - procedures upon which Stanly and other MPs relied - the Commission 
should require the release of Stanly's Proposal Security." Id. at 10. 
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Stanly next alleges that it is inequitably disadvantaged by having to pay the Proposal 
Security compared to a Duke-sponsored asset acquisition project in OrlSiow County that was 
selected for-a PPA but later cancelled for economic reasons and which was not required to post 
Proposal Security. Stanly-notes that the lA 's finaJ Tranche I report "noted this disparity'' by stating 
"in effect, the DEP/DEC Team and the developer [of the-asset acquisition proposal] had a free 
option.to withdraw at any time, which the IA believes.was an.un_anticipated result."_/d.{<?iting to 
final Report at 6). Stanly -further contends that for it to forfeit $1 million for withdrawing from 
Tranche 1 compared to a Duke-sponsored proposal being allowed to withdraw without·financial 
penalty violates Commission Rule R8-71(~)(5)(ix) "that all proposals were treated equitably 
through the CPRE RFP Solicitation." 

Finally, Stanly contends that if the Commissi_on orders Duke to• refund its Proposal 
Security, such an action would not cause hann to any party. Stanly further states that' "[i]f Duke 
were.to r'etain·Stanly's.Perforrnan~ Security it would simply be a one million dollar windfall for 
the company." Id. at 11. As such, Stanly requests that the Commission direct Duke to release and 
return its Tranche 1 Proposal Security. 

Accion's First-Response 

As a preliminary. matter Accion "notes that the tenns of the Surety ·Bond expressly 
identified that aJl disputes were to be:'reso!Ved in the State and FederaJ courts in North-Carolina"' 
and that Stanly agreed to the forum selection clause of the bond. Accion's First Response at'-2. 

Accion opposes Stanly's motion.on two primary bases. First, Accion contends that Stanly's 
reason for not executing the CPRE PPA offer was economic (due to the increased price of solar 
PV modules) and not related to a projected in-service date past-the January I, 2021 deadline. 

Second, Accion argues that Stanly misstates Section VI(A) of.the CPRE Tranche I RFP. 
As background. Accion notes: 

RFP Section VI(A) was intendecl'to provide the opportunity to pennita Proposal to 
move forward'ifthe Duke T&D Evaluation Team detennined and infonned.the'lA 
that necessary .system upgrades for a .Project could be completed withifl' a few 
months of January I, 2021, rather than having a 'bl'lght line' that would eliminate 
a viable Proposal based on a strict enfo~ement of the January I, 2021 COD. 

Id. at 5. Accion-denies that pursuant to Section VI(A), the Duke T&D Team and the·JA were 
required to determine whether necessary system upgrades might not be completed by the 
January 1, 2021 in-service deadline but could be made by July 1,-2021. Rather, Accion contends: 

During the Step 2 evaluations the T&D Sub-Team did not determine a specific in
service date for• Stanly ,and therefore had no basis .to inform the lA regarding a 
specific interconnection timeline. In· fact, ·the IA first learned of this claim when 
Stanly posted a message in the IA Website on June 26, 2019, a full 78 days 
after completion of the Step 2 evaluations and after Stanly was informed on· 
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April 9, 2019[,] that their.Proposal was selected as a.winner. Accordingly, Stanly's 
assertion that ·the IA failed to comply with the tehns of the RFP is erroneous. 

Id. Accion further denies that Step 2 of the CPRE-process includes an estimate of"a finn in-service 
date."·Jd. at 6. Rather, Accion contends that the CPRE Tranche 1 required,each MP-to prove the 
ability to complete their Proj~ by the January I; 2021 in service d.ite. Per Accion, "a specific in
service date is only established:at_the.time.the Interconnection Agreementis executed." Id. at 6. 

ln·conclusio~ Accion reque~~ that the Commission ·"require MPs to stand by Proposals, 
as set forth in the approved RFP,"'and asserts that "[t]he Proposal Security is,a way to make sure 
th~t the MP will staJld by their Proposal, if selected as a winner, and not withdniw for business 
reasons at the eleventh-hour." id. at H. 

Duke's Response 

Like Accion, as a preliminary matter Duke questions·· whether the Commission is the 
appropriate forum for settling the dispute over .the return of Stanly's Proposal Security. Duke cites 
to Paragraph 12 of the surety bond, which slates: 

AII disputes relating to the execution, interpretation, construction,.perfonnance,.or 
enforcement of the Bond and·the rights and,obligations thereto will be governed by 
the laws of, -and resolved in the State and Federal courts in North Carolina The 
rights.and remedies.of Duke Energy herein are c_umulative and in addition to any 
and all rights _and·remedies that may be provided by:law or equity. 

Duke Response at 2. 

Duke opposes Stanly's motio_n, primarily asserting that Tranche 1 was conducted in 
compliance with the RFP tenns, including Section Vl(A). Duke clarifies that "the Step 2 
,evaluation process is not intended nor can 'it identify a· specific interconriectiori date." Id. at 3. 
Rather, Duke states that "3 winning CPRE project cannot be pr9vided a firm in-service date until 
completion oftlie interconnection process bec.iuse that is the point in time.at which the fully
.scoped work .is identified ~and the number of non-CPRE transmission-corµiected ,projects with 
,executed Interconnection Agreements is definitively known:" Id. at 3-4. Specifically, regarding 
Stanly, Duke first notes that because .Stanly was. not dep~ndent on. any major transmission 
upgrades, it was "not notified pµrsuant to Sec!ion Vl(A) of the RFP." Id. at 4. Second, Duke states 
that because Stanly was a Late Stage Proposal,-it was n6t included in the Step 2 grouping study, 
not specifically evaluated by the T~D-Silb-Team, and ''therefore the provision of Section VI(A) 
are inapplicable" to Stanly. Id. 

Duke,also addresses Stanly's.allegation· regarding the. Duke-sponsored Asset Acquisition 
project in Onslow County, distinguishing the Asset Acquisition component of CPRE, which allows 
third parfa;:s _tQ bid in assets for acquisition by Duke, from the PPA bid process in. which Stanly 
submitted a proposal, and noting that "Stanly is not alleging that any vio1ati6n of the RFP occurred 
with respect:to the DEC/DEP Proposal Tcam'withdrawal." 1d. at 6. 
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Next, Duke states that it has worked with the IA and stakeholders, consistent with the 
Commission's direction, to implement lessons learned into Tranche 2. Duke notes that such 
improvements include, revising the· RFP to clarify that no finn in-service date will ,be pro_vided 
during the Step 2,evaluation and-modifying the Asset Acquisition process to require third-party 
Asset Acquisition bidders to post Security When the bid is made. 

Finally~ Duke rebuts Stanly's allegations regarding the purpose and function of the security· 
bOnd. Duke clarifies·that "the intent of the Step 2'surety bond is not-to cover study costs. Instead, 
the surety bond is intended to protect integrity .of the RFP process by·ensuring that·projects that 
are moved into the Step 2 evaluation actually- inqve forward to PPA if selected as a winning 
projceL" Id. at 7. Also, Duke disagrees with Stanly's assertion that_·ifDuke draws,on•the bond it 
Will be a windfall for Duke. Rather, Duke notes.that "the amounts would be crei:lited tO customers, 
including to North Carolilla ~tail customers ihrough-the CPRE.tariff." Id; 

Duke concludes that "in tight of the totality of the circums~ces, it was appropriate to draw 
on.the Stanly surety bond." Id. at 8. 

Stanly'S Reply 

In 'its reply S_tanly· first denies that its motion, relates to '"the execution, interpretation, 
construction, perfonnance, or.enforcement' of the-Surety Bond'~ and contends that its Motion,is 
therefore not subject to the forum selection clause of the bond. Reply at 3. Instead, Starily contends 
that.its Motion arises from the failure of Accion to follow the RFP rules. 'Stanly. argues that the 
dispute is within the Commission's purview,citing to N;C.G.S. §§ 62-110.8 and -~73, which 
authorize the Commi_ssion to .. administer all aspects of the CPRE Program, to supervise the 
Independent Administrator, and to hear complaints arising out of the acts or omissions of public 
utilities." Id. at 3. 

Next, Stanly disagrees with Duke~s assertion that the Step 2 date was not intended to 
determine a finn in-service date. Stanly also contends that even if it is "difficult to det~nnine a 
precise in-service d_ate for a project with no Interconnection Agreement, knowing a project's exact 
in-service date generally is not necessary to detennine.whether it will-be able to go in-service by 
a·particular deadline:" Id. at 6-7. 

Stanly again asserts tha! Accion: failed to follow Section Vl(A) of the RFP and opposes 
Duke's position tha_t Section VI(A) ofihe RFP was inapplicable to Stanly because as a i,ate Stage 
Proposal it was not included in the Step.2 Grouping Study. Stanly notes that"neither Section Vl(A) 
of the Tranche I RFP nor Section Vl(C), which describes the treabnent of Late Stage Proposals, 
says that Late.Stage Proposals are treated any differently for purposes·of detennining in-service 
dates." ld. at 9. Stanly further alleges that that during Step 2 Duke 'had "ample infonnation" to 
determine that Stanly's project would not.make the in-service deadline of January 1, 2021. Jc!. at 
7. Building ori thiS assumption, Stanly contends that because Duke knew during Step 2 that 
Stanly's project could' not make the January 1, 2021 in-service date and Stanly conveyed this 
information to Accion, Section VI(A) was violated and "Stanly was deprived of its right to 
withdraw frOIJl Tranche I, as set forth in the.RFP." Id. at 8. 
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Accion 's Second Response 

In-filing its second response Accion seeks-leave to "submit additional observations and to. 
seek guidance of the [Commission] on issues that could have sigriificant imp?-ct oil CPRE Trariche 
2 and Tran~he 3." Accion's Second Response at· 1. Particularly, Accion seeks-~e Commission~s 
review of the following issues: (1) Whether an established proforma Surety Bond is subject to 
review after the conclusion ofa CPRE Tranche, and (2) at what point a CPRE Tranche is final and 
no longer.sutiject to,challenge. • 

With regard to the first issue, Accion objects to what it characteri~ as Stanly's request to 
revise the terms of.the ·surety Bond, which it states "were full)" vened with stakeholders and subject 
to the commen_t proces.s required by the Commission."· Id. at 2 [pages unnumbered]. Acc\on 
contends that "[t]his approach would neuter the.ability.to hold MP~ responsible for their bids and 
open the door for MPs to withdraw at any point up until the·execution ofa PPA." Id.· 

On the second issue, Accion.stateS'lhat "the Commission's.guidance,on when·each CPRE 
Tran~he is final and no longer s$ject to challenge will assist the IA in-the administration of the 
Program."·1d. Accion further star.es that the "establishment ofa finn deadline" is needed "to bring 
certainty to the decision.;.making by. the IA and Duke." Id. at 3. Accion notes that "in some 
jurisdictions the finality of PP As.is ~tablished as ofwheri the period for challenges and appeals has 
tolled." Id. 

DISCUSSION AND CONCLUSIONS 

As a preliminary matter, the Comrriission is ,tasked with implementation of the 
CPRE program.pursuant to N.C.G.S. § 62-110.8. Stanly's·Motion·concerns implementation of the 
CPRE Program-particularly whether Accion reasonably implemented Section VI(A) of the 
Tranche I RFP-not enforcement of the Proposal Security, and, therefore, is properly before 
the Comrriission. -

The Commission has carefully considered a,11 of the. pleadings filed in this matter and is 
persuaded that the provisions of Sections ll(F) and VI(A) of the Tranche I RFP providing for the 
return of Proposal Security upon withdrawal are inapplicable to Stanly because Stanly, as a Late 
Stage Proposal, was not specifically,evaluated by the T&D Sub-Team during Step·2. 

As Stanly states in its Motion, Section II(F) Of the Tranche 1 RFP requires that Proposal 
.Security be posted by,third-party MPs upon notification by the IA that its proposal has been selected 
to move into Step'2,ofthe evaluation process .. Section Il(F)•ofthe RFP further provides that this 
Proposal Security will be released "if the W elects to wiil!drilw the·Proposal purs11anl lo Section 
Vl(A)." (emphasis added), and Section Vi(A) allows an MP to withdraw from the RFP under specific 
limited'circumstances: 

In the ,event thaJ the T&D Sub-Team determines during the Step 2 evaluat_ion 
process that any required Interconnection Facilities or System Upgrades cannot be 
completed by January !, 2021, but can be completed by July !, 2021, the IA will 
notify the MP of the projected completion date of the Interconnection Facilities and 
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System Upgrades and lhe MP Will have lhc option to elect to either allow the 
Proposal to remain in the RFP or withdraw the Proposal from the RFP. If the T&D 
Sub-Team determines that any required Interconnection Facilities or System 
Upgrade cannot be completed by July l, 2021, the IA will remove the Proposal 
from further consideration. 

RFP at VI(A) (emphasis added). Stanly·argues that Section Vl(A) applies because it notified the 
IA thal based on the latest information received from Duke by Stanly that the project would be 
unable to make the in-service deadline of Jarrnary I, 2021, and therefore it was electing to withdraw 
pursuant to .Section VI(A) and have its Proposal Security released pursuant to Section II(F). 
However, the right to withdraw provided in Section Vl(A) is only available to projects that.have 
undergone the Step 2 evaluation by the T&D Sub-Team. As a Late Stage Proposal, Stanly's 
proposal was not included in the Step 2 grouping study and not evaluated by the T&D Sub-Team 
but evaluated in the nonnal course of the interconnection application process. Thus, an essential 
element of Section Vl(A)- that the MP find out .during the Step 2 evaluation that necessary 
upgrades required for its project cannot ,be comple.ted before the in-service deadlirie - is not 
present in this case. 

Stanly compl_ains that it did not receive notification from the lA during Step 2 that its 
interconnection date might be later than January I, 2021,.and that it was not provided the option to 
withdraw in Step 2 of the selection process. However, Stanly's proposal was evaluated under 
Section VI(C) of the RFP, which has no similar provision for withdrawal. Further, Stanly admits 
in its Motion that it knew at the time Accion notified Stanly that it had been selected to proceed to 
Step 2 that "based on the rough interconnection timelines set out in Stanly's System Impact Study 
as well as correspondence with Duke's interconnection team, it appeared that the project probably 
would not be able to achieve interconnection by the January l, 2021 in-service deadline .... " Motion 
at 4. Thus, the Commission finds that Stanly assumed the risk inherent with opting to proceed to 
Step 2 and posting the Proposal Security de.5pite having knowledge at the time that its project would 
likely not make the in-service deadline. The provisions of Section VI{A) of the RFP allowing certain 
MPs to withdraw "[i]n the event that the T&D Sub-Team detennines during-the Step 2 evaluation 
process that any required Interconnection Facilities or System Upgrades cannot be completed by 
January I, 2021, but can be completed by July 1, 2021,"·did not apply to the evaluation of Stanly's 
proposal as a Late Slate Proposal under Section VI(C). 1 

Second, Section U(F) of the RFP provide.5 that the Proposal Security will be released "if the 
Proposal is eliminated by the IA due to failure to meet any required RFP criteria or action." In this 
case, however, the fact that the project's in-service date was projected to be afier the Tranche I in
service deadline of January I, 2021, did not preclude Stanly from being selected as a winning bid. 
Only projects for which upgrades were not expected to be complete by July I, 2021, were removed 
from further consideration. Stanly slates .that Duke infonned it- that its upgrades would likely be 
completed in April 2021, id. at 7, and Stanly was notified by the rA that its proposal had been selected 
as a winning bid. Id. at 5. Thus, Stanly's proposal was not eliminated by the IA for failure to meet 

1 While the Commission reoop,nizes that Section VI(A) of the Tranche 1 RFP was amenderl ror Tranche 2 to clarify 
that no firm in-service date will be provided during the Step 2 evaluation, the Commission does not find this fact to be 
outcome determinative in this dispute. 
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any required RFP criteria or action- rather, Stanly requested to withdraw- and lhis provision of 
the RFP potentially allowing the release of Stanly's Proposal Security is similarly unavailable. 

The facts asserted in Stanly's Motion reveal that it was motivated to withdraw from CPRE 
Tranche I by a change in project Cconomics rather than the project's in-service date, which, as stated 
above, Stanly knew would likely be after the Tranche I in-service deadline prior to posting the Step 2 
Proposal Security. Stanly states that it infonned Accion that "because of significant changes in 
project economics due to an increase in solar panel prices after Stanly posted its Proposal Security 
in January 2019, its construction costs had increased and Stanly likely would not be able to post PPA 
security at the completion of Stage 2." Id. at S n.3. Stanly again explicitly states in its Motion that 
it "was selected as a winning bid in CPRE Tranche I, but was unable to execute_ a PPA because of 
changes in project economics after it posted Proposal Security in January 2019:'' Id. at 2. 

Further, the CPRE Program was enacted in part to give utilities more control over purchases 
from solar facilities ihan allowed under the federal' Public Utility Regulatory Policies Act of 1978, 
Pub. L. No. 95-617, 92 Stat. 3134 (PURPA). As such, utilities should be allowed to include 
reasonable guidelines for participation in the CPRE Program. The Commission is persuaded that 
Duke acted reasonably in requiring the Step 2 Proposal Security with ''the intent ... to protect 
integrity of the RFP process by ensuring that projects that are moved into the Step 2 evaluation 
actually move forward to PPA if selected as a winning project." Duke Response at 6. 

For the foregoing reasons, the,Commission, therefore, concludes that Duke was reasonable 
in not releasing Stanly's Proposal Security pursuant to the CPRE Tranche 1 RFP and finds good 
cause to deny the relief requested by Stanly and ,to dismiss. Stanly's Motio_n. Contrary to Stanly's 
assertions, the forfeited Proposal Security does not result in a windfall to Duke but is credited to 
Duke's customers. Lastly, in dismissing St!lflly's challenge in this proceeding, the Commission 
declines at this time. to establish the firm deadline for the frnality of CPRE tranches requested 
by Accion. 

rr IS, THEREFORE, so ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 20th day of October, 2020. 

Commissioner Daniel G. Clodfelter dissents. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Crunpbell, Chief Clerk 

Commissioner Kimberly W. Dufficy dissents. Commissioners Clodfelter and Jeffrey A. Hughes 
join in Commissioner Duilley's dissent. 
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DOCKET NO. SP-9590; SUB 0 
DOCKET NO .. E-2, SUB 1159 
DOCKET NO. E-7, SUB 1156 

Commissioner Daniel G. Clodfelter, dissenting: 

I join in the dissent by Commissioner Duffiey. I do not contend that the majority misreads, 
misunderstands, or misapplies the procedures adopted for and applicable to bidders in Tranche I. 
However, as the circumstances of this petition demonstrate, those procedures created a structural 
inequity, unintentional though it may have been, between utility-sponsored proposals and those of 
market participants such as Stanly Solar. That inequity played itself out when Stanly Solar was 
required to forfeit its Proposal Security while a utility-sponsored proposal was allowed to withdraw 
after being selected as a winning bidder, all without having had to post any lYPC? of security along 
the way. This structural disparily has now been resolved· for Tranche 2. Because the rights or 
obligations of no other part)' would be affected by the relief sought in the petition, I believe the 
equilable result would be to require the return of Stanly Solar's Proposal Security. 

Isl Daniel G. Clodfelter 
Commissioner Daniel G. Clodfelter 

DOCKET NO. SP-9590, SUB 0 
DOCKET NO. E-2, SUB 1159 
DOCKET NO. E-7, SUB 1156 

Commissioner Kimberly W. Durney, dissenting: 

I dissent from the majority because the majority ignores the Independent Administrator's 
inequitable treatment of proposals. SpecificaUy, Stanly Solar was required to forfeit a previously 
submitted Proposal Security when it withdrew its Third~Party Market Proposal, while an Asset 
Acquisition Proposal sponsored by the DEC/DEP Proposal Team withdrew without consequence. 
This inequitable treatment of proposals-that results from a strict enforcement of the structure of 
Tranche I dictatcs,my dissent from the majority. Based upon this inequitable treatment and the 
fact no party, including the majority, suggests that a return .of Stanly's Proposal Security would 
cause actual;harm, I would allow Stanly's Motion for RetumofCPRE Proposal Security. 

North Carolina General Statute§ 62-I I0.8(d) states, 

The third party entity [Accion] shall develop and publish the methodology used to 
evaluate responses received pursuant to a competitive procurement solicitation and 
to ensure that all responses are,treated equitably. 

N.C.G.S. § 62-I I0.8(d). Further, Commission Rule R8-7l(d)(iv), (viii), and (ix) state that the !A's 
duties shall include: 

(iv) Develop and publish the CPRE Program Methodology that shall ensure 
equitable review between an electric public utility's Self-developed Proposal(s) as 
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addressed in subsection (f)(2)(iv) and proposals offered by third-party 
market participants. 

(viii) Evaluate the electric public utility's Self-developed Proposals. 

(ix) Provide an independent certification to the Commission in the CPRE 
Compliance Report that all electric public utility and third ,party proposals were 
evaluated under the published CPRE Program methodology and that all proposals 
were treated equitably through the CPRE RFP.Solicitation(s). 

No party disagrees that under the initial construct of Tranche l, a Third Party MP was 
required to provide Proposal Security after being selected as a competitive bid and an Asset 
Acquisition Proposal sponsored by the DEC/DEP Proposal Team was not required to provide a 
similar Proposal Security or any functional equivalent. In fact, in its Updated CPRE Tranche 1 
Final Report of the Independent Administrator filed on July 23, 2019 (Final Report), the IA 
indicates this fact, stating "[t]hat based· upon the experience of Tranche l, the IA recommends 
revising the Proposal security requirements ... [finding that a] proposal security or some 
functional equivalent should be; required in the case of both Duke self-developed projects and 
Asset Acquisition projects that the DEC/DEP team elects to sponsor." Final Report at 5-7. The IA 
followed through on its recommendation and revised the Tranche 2 RfP,which now requires·both 
the Asset Acquisition Proposals and the Utility Self-Developed Facilities to provide such Proposal 
Security or a functional equivalent. See Verified Petition for Declaratory Ruling and Other Relief, 
Attachment A, pp. 7-8, Docket No: E-7 Sub 1156 (March 30, 2020). 

The !A's owp statements and its actions to revise Tranche 2 as outlined above support 
Stanly's claim that the Stanly proposal and the Asset Acquisition Proposal sponsored by the 
DEC/DEP Team in Tranche I were not treated equitably. The cure for this inequitable-treatment 
is to return Stanly's Proposal Security. 

Finally, in light-of the fact that in its CPRE Tranche I Final Report, the IA labels Tranche I 
as a "beta test" of the CPRE Program, the IA and the Commission shouJd·aUow for flexibility and 
not require the strict enforcement oftenns. Some nexibility in the administration of Tranche I is 
especially true under the circumstances of the present case in which two proposals were not treated 
equitably and where no party claims actual harm. The only "harm" claimed is by the.Companies 
stating that "the surety bond is intended to protect the integrity of the RFP process by ensuring that 
projects that arc moved into Step 2 evaluation actually move forward to PPA if selected as a 
winning project." Duke Response at 7. This harm to the process is illusory where the IA calls 
Tranche l a "beta test" and thereafter changes the process for Tranche 2. Although I do not 
remember any .party making this claim, the other possible claim of harm may be the threat Of not 
fulfilling the targeted MWs. However, Tranche 2 and· a possible Tranche 3, as well as other 
potential non-dispatchable PPAs, exist to accomplish the procurement goal. Because I find that 
the majority requires strict compliance for compliance's sake and that such strict compliance is 
not in the public interest, I dissent and would instead allow Stanly's motion for a return of the 
CPRE Proposal Security. 

/s/ Kimberly W. Dufficy 
Commissioner Kimberly W. Dufficy 
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DOCKET NO. T-4772, SUB I 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Manco Carriers, LLC, d/b/a Manco Property 
Maintenance, P.O. Box 1082, Lewisville, 
North Carolina 27023 -Tennination of 
Liability Insurance Coverage 

RECOMMENDED ORDER 
CANCELLING CERTIFICATE 
OF EXEMPTION 

HEARD IN: Commission Hearing Room 2115, Dobbs Building, 430 North Salisbury Street, 
Raleigh, North Carolina, on-Friday, February 7, 2020 at 10:00 a.m. 

BEFORE: Nicholas C. Jeffries, Hearing Examiner 

APPEARANCES: 

For the Respondent: 

None 

JEFFRIES, HEARING EXAMINER: On January 7, 2020, the Commission issued an 
Order in this docket requiring Manco Carriers, LLC,. d/b/a Manco Property Maintenance, 
(Respondent) to appear before the Commission on February 7, 2020, and show.cause, if any it had, 
why its certificate of exemption s_hould not be cancelled for willful failure to maintain on file with 
the North Carolina Division of Motor Vehicles evidence of liability insurance coverage as required 
by N.C. Gen. Stat.§ 62-268 and Commission Rule•R2-36. ' 

At the call of the matter for hearing, Respondent was neither present nor represented 
by counsel. 

Based upon the entire record in this docket, the Hearing Examiner makes the following 

FINDINGS OF FACT 

1. The Respondent holds Certificate of Exemption No. C-2936 issued by 
this Commission. 

2. The North Carolina Division of Motor Vehicles, For-Hire Section, is the official 
custodian of the insurance filings on behalf of all motor carriers under the jurisdiction of this 
Commission including Respondent's liability insurance filing. 

3. The Respondent's certificate of liability coverage was canceled effective 
December 2, 2019. 
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4. By Order dated November 26, 2019, in Docket No. T-100, Sub 108, the 
Commission·suspended Respondent's certificate of exemption effective December 2, 2019. 

5. By Order dated January 7~ 2020,. in this docket, the Commission difected 
Respondent to appear before the Commission on February 7, 2020, and show cause, if any it had, 
why-its certificate of exemption should not be cancelled for willful failure to maintain appropriate 
evidence of insurance on file. 

6. The Respondent did not appear at the hearing,on February 7, 2020, nor did anyone 
appear on its behalf. 

7. The required liability insurance filing had not been made on Respondent's behalf at 
the time of the hearing. 

WHEREUPON, -the Hearing Examiner reaches the following 

Conclusions 

N.C.G.S. §·62-268 provides that no certificate or permit shall be issued or remain in force 
until the applicant shall have procured arid filed with the Division of Motor Vehicles such 
insurance for the protection of the public as the Commission shall require. N;C. Gen. Stat.§ 62-112 
provides for the revocation of a-franchise, after notice and hearing, for failure to·provide and keep 
in force at all'times insurance for the protection of the public. 

IT IS, THEREFORE, ORDERED as follows: 

l. That Certificate of Exemption No. C-2936 heretofore issued to Manco Carriers, 
LLC, d/b/a Manco Property Maintenance, be, and.the same is hereby, revoked and cancelled; and 

2. That a copy of this Order sha11 be sent to Respondent by Certified Mail, Return 
Receipt Requested. 

ISSUED BY ORDER OF THE COMMISSION. 
This the IO" day of Fcbruary,2019 [2020]. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberly A. Campbell, Chief Clerk 
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DOCKET NO. W-1302 SUB 4 

BEFORE THENORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by YES AF Utilities EXP, LLC, 
For Approval ofa Financing and Pledging 
of Assets 

ORDER DENYING 
REQUEST TO PLEDGE ASSETS 

BY THE COMMISSION: On March 13, 2020, YES AF Utilities EXP, LLC (YES AF 
Utilities),.filed a verified Application pursuant to N.C. Gen. Stat..§ 62-160 et. seq. and Commission 
Ruic Rl-16 requesting Commission approval to pledge its utility assets in order to be. a 
co-borrower on a $286 million,credit facility, with an allocated loan amount of $8.l million, in.a 
proposed financing transaction· as described in the Applic!ltion and certain confidential loan 
documents·filed thereto. 

On April 8, 2020, the Commission issued an order pursuant to N.C.G.S. § 62-164 
continuingJhis proceeding for the specific rcasons·set forth therein. Among other things, lhe order 
requested-that the Public Staff investigate this matter and file the results of its investigation with 
recommend~tions as soon as the Application was sufficiently supplemented. YES AF .Utilities 
filed infonnation to.supplement the-Application on May 21, August 6, and October 21, 2020, and 
it filed a-proposed order on November 6, 2020. 

On November 30,-2020, the Public Staff filed its report stating that it has carefully reviewed 
the complex financing transaction anc;I believes that the filings by YES AF Utilities provide the 
infonnation to comply with Commission Rule R l-16 and N.C.G.S. § 62-161 (b) and ( c ). Therefore, 
the Public Staff recommends that the Commission issue an order approving the proposed financing 
plan and- pledging of assets. 

Based·.upon the verified Application as supplemented and the·Commission's entire files 
and records in this matter, the Commission now makes the following 

FINDINGS OF FACT 

I. YES AF Utilities is a Delaware limited liability company authorized to provide 
water and sewer utility service.in the Autumn Forest Manufactured Housing Community (Au~umn 
Forest) in Guilford County, North Carolina, pursuant to a certificate of public convenience and 
necessity granted by the Commission in Docket No. W-1302, Sub O on August 1, 2012. YES AF 
Utilities currently provides water ·and sewer service to approximately 300 customers and only 
serves Autumn Forest. Atlantic EnvironlJlental is the certified operator for YES AF Utilities. 

2. The- revenues and total assets of YES AF Utilities for the year ending 
December 31, 2019, were $80,987 and'$! 02,948, respectively. 
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3. YES AF Utilities is .wholly owned by YES Investors EXP, LLC, which in turn is 
wholly owoed by YES Communities OP; L.P. (YES). YES is a privately held REIT that owns and 
manages over 21 0 manufactured housing communities in 18 states. 

4. Autumn Forest is currently owned·by YES Companies EXP, LLC, which is also 
owned by YES,Investors EXP, LLC,.and in tum, YES. Therefore, YES AF Utilities and Autumn 
Forest arc affiliates and ultimately owned by YES. 

5. The Application requests Commission approval to include YES AF Utilities as a 
co-borrower on a $286' million credit facility with the Federal Home Loan Mortgage Corporation 
(Freddie Mac). YES AF Utilities will be required to pledge its utility assets and will be jointly and 
Severally liable with·othei"_co•bqrrowers, which are all affiliates of YES. The credit facility will be 
secured by 26 manufactured home communities in multiple states, including Autumn Forest. 

6. The credit facility includes an allocated loan in the amount of$8.1 million for YES 
AF Utilities and Autumn,Forcst (the Loan), with 1.1et proceeds of$7.5 million. The Loan will be 
evidenced by a Loan and Security Agreement and secured'by, among other things, a Multifamily 
Deed of Trust, Assignment of Leases and Rents, Security Agreement and Fixture Filing to .be 
recorded against YES AF Utilities and Autwnn Forest. 

7. YES is-the sole guarantor of the $286. million credit facility and the sole guarantor 
of the Loan to Autumn Forest and YES AF Utilities, 

8. YES,believes it is in the best'intercst of the company to enter'into the Loan, and 
Freddie Mac requires that YES AF Utilities be a·co-borrower under the Loan because it would not 
be feasible to own Autumn Forest without also owning YES AF Utilities. The Application states 
that YES AF Utilities is integral to the operation of Autumn Forest. 

9. According to the Application as supplemented, proceeds from the Loan of 
approximately $8.l milliori, with net proceeds of approximately $7.5 million, will be used for 
working capital and operating needs, including those in Autuma Forest and improvements to YES 
AF Utilities. For example, a portion of the net proceeds of the Loan to are anticipated to be used 
over the next couple of years to fund improvements and upgrades to the water and sewer systems, 
including a lift station upgrade;and.to also complete roadwork and add a·new pier and-pavilion on 
the pond. 

IO. Pursuant to N.C.G,S. § 62-160 et. seq. and Commission Rule Rl-16, YES AF 
Utilities.asserts that the pledging of assets and· financing plan applied for in the Application is (i) 
for some lawful object within th~•corporate purpc;,ses of the public utility, (ii) is compatible with 
the ptiblic interest, (iii) is riecessary or appropriate for or con~istent with the proper perfonnance 
by such utility of its service to the public and will not impair its ability to perfonn that service, and 
(iv) is reasonably necessary and appropriate-for such purpose. 
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Discussion and Concltisions 

The Commission must decide lhe matters presented in the Application pursuant to 
N.C.G.S. §§ 62-160 and -I 61(a)-(c).Section 62-160 provides: 

No public utility shall pledge its faith, credit, moneys or property for the benefit of 
any holder of its preferred or common stocks or bonds, nor for any other business 
interest with which it may be affiliated through .agents or holding companies or 
otherwise by the authority of the action of its stockholders, directors, or contract or 
other agents, the compliance or result of which would in any manner deplete, 
reduce, conceal, abstract or dissipate the earnings or assets thereof, decrease or 
increase its liabilities or assets, without first making application to the Commission 
and by order obtain its pennission to do so. 

Section 62-161 further provides: 

(a) No public utility shall issue any securities, or assume any liability .or 
obligation as lessor, lessee, guarantor, indorser, surety, or otherwise, in respect to 
the-securities of any. other person unless and until, and then only to the extent that, 
upon application by such utility, and after investigation by the Commission of the 
purposes and uses of the proposed issue, and the proceeds thereof, or of the 
proposed assumption of obligation or liability in respect .of the securities of any 
other person, the Commission by order authorizes such issue or assumption. 

(b) The Commission shall make such order only ifit finds.that such issue.or 
assumption is (i) for some lawful object within the corporate purposes of the public 
utility, (ii) is compatible with the public interest, (iii) is necessary or appropriate 
for or consistent with the proper performance by such utility of its service to the 
public and will not impair its ability to perfonn that service, and (iv) is reasonably 
necessary and,appropriate for such purpose. 

(e) Any such order of the Commission shall specify the purposes for which any 
such securities or the proceeds thereof may be used by the public utility making 
such application. 

The Application requests Commission approval to pledge the assets of YES AF Utilities, a 
public utility providing essential water and sewer service in North Carolina and regulated under 
Chapter 62 of the North Carolina General Statutes, for both a $28.6 million credit facility, as a 
co-borrower jointly and severally liable with other affiliates·ofYES, and the Loan of approximately 
$8. l million allocated to Autumn Forest and YES AF Utilities. YES, the ultimate parent company 
of YES AF Utilities, which owns and manages numerous manufactured housing communities in 
several states, has arranged this financing for its affiliates and regards the YES AF Utilities as an 
integral part qfAutumn ForesL In addition, according to the Application, the lender requires that 
YES AF Utilities pledge its assets and be a cCrborrower under the Loan, as it would not be.feasible 
to own Autumn Forest without also owning YES AF Utilities. The total assets of YES AF Utilities 
are only approximately $100,000. According to the Application, proceeds of the $8.l million Loan 
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allocated to Autumn Forest and YES AF Utilities would be used for working capital and operating 
needs fo[' not only the water and sewer systems of YES AF-Utilities but also for Aulwnn Forest, such 
as roadwork and a new pier and pavilion on the pond. The only examples provided by the Application 
for which the proceeds would be used for the public utility purpose of YES AF Utilities were 
upgrades to the water and sewer systems, including a lift station upgrade, and no dollar figures or 
timetable were provided. 

The Commission finds, contrary to the findings required by N.C.G.S. § 62-I6I(b) for 
approval, that the request of YES.AF Utilities to pledge its utility assets for both the $286 million 
credit facility and $8.1 million Loan (i) is not for some.lawful object within the corporate purposes 
of YES AF Utilities, (ii) is not compatible with the public interest, (iii} is not necessary or 
appropriate with the proper performance by YES AF Utilities of its service to the public and could 
impair its ability to perfonn that service, and (iv) is not reasonably necessary nor appropriate for 
such purpose. YES AF Utilities provides regulated and essential Water and utility services to 
customers in North Carolina with approximately $100,000 of assets necessary to provide that 
service. The assets used by YES AF Utilities cannot'be pledged to secure a loan for the benefit of 
nonregulated affiliates, including Autumn Forest and other affiliates operating in numerous states. 
Should default on the credit facility or Loan occur, both of which are far greater in amount than 
the assets or future needs of YES AF Utilities, the ability of the utility to operate·could be placed 
in.jeopardy. The Commission also notes that proceeds from the,Loan are-to be used by both YES 
AF Utilities and Autumn Forest, and no specific amounts or-timetable were provided for any 
proceeds to be used only by YES AF Utilities. 

The Commission understands that the ultimate parent company of YES AF Utilities, YES, 
has arranged a proposed financing which would appear to provide its subsidiaries with access to 
additional capital at reasonable rates. Further, the Commission understands that a lender wants to 
provide itself with all the security that it.can obtain. However, the requested pledge·Of assets by 
the North Carolina regulated utility, ·YES AF Utilities, to be held jointly and severally liable for 
the credit facility and the Loan comingled with nonregulated affiliates of YES located in other 
states in amounts far greater_ than the capital needed by YES AF Utilities, is not permitted under 
N.C.G.S. §§ 62-160 and -I60(a)-(c). The Commission, therefore, shall not approve and does not 
authorize the pledge of assets requested in the Application. 

IT IS, THEREFORE, SO ORDERED. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 15th day ofDecember, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 
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DOCKET NO. W-218, SUB 497 A 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by Aqua North Carolina, Inc., 
202 MacKenan Court,. Cary, North Carolina 
275 I I, for Approval of Semiannual 
Adjustments to Water and Sewer System 
Improvement Charges ·pursuant to 
N.C. Gen. Stat.§ 62-133.12 

) ORDERAPPROVINGWATERAND 
) SEWERSYSTEMIMPROVEMENT 
) CHARGES ON A PROVISIONAL 
) BASIS AND REQUIRING 
) CUSTOMER NOTICE 
) 

BY THE COMMISSION: On November I, 2019, Aqua North Carolina, Inc. (Aqua), filed 
an application r~qucsting authority to adjust its Water System Improvement Charges (WSIC) and 
Sewer System Improvement Charges (SSIC) effective January I, 2020, pursuant to Commission 
Rules R7-39 and RI0-26 (Application). 

On December 20, 2019, the Public Staff - North Carolina Utilities Commission (Public 
Staff) filed a Notice of Public Staff's Plan to Present Comments and Recommendation (Notice) at 
the Commission's January 6, 2020 Regular Staff Conference. This Notice is incorporated by 
reference herein. 

On January 6, 2020, Public Staff presented this matter to the Commission at Staff 
Conference. 

On the basis of the verified Application, the records· of the Commission, and the comments 
and recommendations of.the Public Staff, the Commission makes the following 

FINDINGS OF FACT 

1. Aqua is a corporation duly organized under the laws of and is authorized t.o do 
business in the State of North Carolina. Aqua is·a franchised public utility providing-water and/or 
sewer utility service to customers in North Carolina. 

2. Aqua's WSIC and SSIC percentages were reset to zero as of December 18, 2018, 
the effective date of Aqua's new base rates in its general rate case, Docket No. W-218, Sub 497 
(Sub 497 Rate Case). This is Aqua's second filing to implement charges under the.WSIC and SSIC 
mechanism since the Sub 497 ,Rate Case. 

3. The implementation of the WSIC .and SSIC for Aqua was first approved by the 
Commission on December 22, 2014, effective January 1, 2015. The WSIC and SSIC procedures 
allow for semiannual adjustments to Aqua's rates every January 1st and July 1st based upon 
reasonable and prudently incurred investment in eligible system improvements completed and 
placed in service prior to the filing of the request. This is Aqua's ninth semiannual adjustment to 
its WSIC and SSIC. 
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4. Aqua is requesting the following increases/decreases to. the WSIC and SSIC 
percentages previously approved by the Commission on July 1, 2019: 

Previously Net, 
Approved Change To 

WSIC/SSIC WSIC/SSIC 
Percentage Percentage 

Unifonn water 1,26% 1.37% 

Unifonn sewer 0.39% 0.85% 
Fairways/Beau Rivage water 0.00% 0.00% 
Fairways/Beau Rivage sewer 0.18% -0.01% 
Drookwood/LaGrangc water 1.92% 1.61% 

Cwnulative 
WSIC/SSIC 
Percentage 

2.63% 

1.24% 
0.000/4 
0.17% 
3.53% 

5. The WSIC and SSIC percentages above do not include the Experience Modification 
Factor (EMF) adjustments from the 2018 annual WSIC and SSIC revenue review that went into 
effect on July I, 2019. The impact of the 2018 EMF on Aqua's requested WSIC and SSIC 
percentages are as follows: 

2018 
Experience Cumulative 

WSIC/SSIC Modification WSIC/SSIC 
Percentage Factor Percentage 

Uniform water 2.63% 0.06% 2.69% 

Unifonn sewer 1.24% -0.09% 1.15% 
Fairways /Beau Rivage water 0.00% -0.24% -0.24% 
Fairways/Beau Rivagc sewer 0.17% -0.11% 0.06% 
Brookwood/LaGrange water 3.53% 0.04% 3.57% 

6. The cumulative WSIC and SSIC revenue requirements after Aqua's proposed 
increases/decreases are as follows: 

Previously Net 
Approved Change to Cumulative· 

WSIC/SSIC WSIC/SSIC WSIC/SSIC 
Revenue Revenue Revenue 

R~uiremcnt R~uirement R£guiremcnt 

Unifonn water $433,865 $484,479 $918,344 
Unifonn sewer $58,207 $134;186 $192,393 
Fairways/Beau-Rivage water $0 $0 $0 
Fairways/Beau Rivage sewer $3,834 $0 $3,834 
Brookwood/LaGrange .water $104,769 $89,912 $194,681 

7. Aqua is proposing the above increases/decreases in the WSIC and SSJC in order to 
recover the incremental depreciation and capital costs .associated with the following WSIC and 
SSIC. projects completed and placed in service from April 1, 2019, through September 30, 2019: 
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Secondary drinking water standards 
Main replacement 
Primary drinking water standards 
NCDOT water main relocate 
Valves and hydrants 
Service line replacement 
Total WSIC plant additions 

Replace blowers and motors 
Replace lift station and sewer plant pumps 
Total SSIC plant additions 

$2,753,660 
1,804,019 

247,560 
237,426 
196,423 
62 573 

$5.301-661 

$887,475 
405,216 

$1.292 691 

8. Under N.C. Gen. Stat. § 62-133.12(c), eligible water system improvements include 
"equipment and infrastructure installed at the direction of the Commission to comply with 
secondary drinking water standards." During the six months ended September 30, 2019, Aqua 
installed·eight iron and manganese filter projects in the following subdivisions at a total cost of 
$2,753,660: 

The Barony, Well #5 
Woodvalley, Welt.#9 
Georges Grant, Well #1 
Carlyle Manor, Well #4 
Forest Glen, Well #2 
Snow Creek Heights, Well #2 
Kensington Manor, Well #2 
Trappers Creek, Well #2 
Total iron and manganese filter projects 

$386,963 
261,471 
430,080 
360,167 
322,148 
282,967 
396,083 
313 781 

$2 753 660 

The Commission authorized the implementation of these filtration projects in its Order 
Approving Secondary Water Quality Improvement Projects issued on April 3, 2018, Novemb_cr 
20, 2018, and December 17, 2018 in Docket No. W-218, Sub 363A and on May 20,2019 in Docket 
No. W-218,Sub497A. 

9. Pursuant .to N.C. Gen. Stat. § 62-133.12(g), the cumulative WSIC and SSIC 
percentages are capped at 5% oftotaJ·annual service revenues approved by the Commission in·the 
Sub 497 Rate Case, resulting in the following maximum revenue requirements for water and 
sewer operations: 

885 

,, /,, 



WATER AND SEWER - FILINGS DUE PER ORDER 

Sub497 Maximum 
Annual Maximwn WS!C/SSIC 
Service WSIC/SSIC Revenue 
Revenues Percentage Reguirement 

Uniform water $35,345,847 X 5% = $1,767,292 
Uniform sewer $14,330,238 X 5% = $716,512 
Fairways /Beau Rivagc water $1,077,223 X 5% = $53,861 
Fairways/Beau Rivage sewer $2,084,779 X 5% = $104,239 
Brookwood/LaGrange water $5,575,470 X 5% = $278,774 

As shown above, Aqua's proposed WSIC and SSIC revenue requirements do not exceed 
the maximum WSIC and 'SSIC revenue requirement-for water and sewer operations. 

10. As stated by the Commission in its June 6, 2014, Order Adopting Rules to 
ImplementN.C. Gen. Stat.§ 62-133.12, in Docket No. W-100, Sub 54, !he Public Staff is to review 
all infrastructure improvements proposed for recovery for eligibility and reasonableness prior to 
making its recommendation to the Commission on WSIC or'SSIC rate adjustments. Furthermore, 
any WSIC or SSIC rate adjusfments will be allowed to become effective, but not unconditionally 
approved. These adjustments shall be further examined for a determination of their justness and 
reasonableness in a utility's next genera] rate case. At that time, the adjustments may be rescinded 
retroactively if the Commission determines that the adjustments were not prudent, just 
and/or reasonable. 

t l. Based on the Public StafT's investigation to date, the WSIC and SSIC projects 
included in Aqua's request are eligible water and sewer system improvements as·defined in N.C. 
Gen. Stat. §-62-133.12(b), (c), and (d). 

12. The Public Staff recommends the following adjustments to the WS[C and 
SSIC percentages: 

(1) Revisions made to Uniform water project cost - In response to Public Staff data 
requests, Aqua provided to the Public Staff, a revised Appendix B for Uniform water 
operations reflecting a reduction of the total cost of several projects listed in the original 
filing. The combined reduction of these project costs is $9,193. 

(2) Correct accumulated deferred income tax (ADIT) - Aqua inadvertently calculated 
tax depreciation on land acquired as part of the 2019 projects costs for Uniform water 
operations. This error was Subsequently corrected by Aqua in the revised Appendix B 
provided to the Public Staff. 

(3) Adjustment to Brookwood/LaGrange project cost - The Public Staff is 
recommending an adjustment to decrease the cost of the Strickland Road water main 
relocation project from $237,426 to $236,737 based on responses provided by Aqua to 
Public Staff data requests. 
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The effect of the adjustments discussed above reduces the overall revenue requirement for 
Uniform water and· Brookwood/LaGrange water. operations, however, Aqua's proposed WSIC 
per~ntages did not change.based on·the projected 2020 non-WSIC-revenues. 

13. Based on lhe adjustments above, lhe Public Staff recommends the following 
adjustments to the WSIC and SSIC revenue requirements and.percentages proposed by Aqua: 

WSICJSSIC 
Revenue WSICJSSIC 

WSICJSSIC Requirement Impact of Per~entage 
Percentages Per Public Public StaIT Per Public 
Per Agua Staff Adjustments Staff 

Uniform water 2.69% $481,459 0.00% 2.69% 
Uniform sewer 1.15% $134,186 0.00% 1.15% 
Fairways/Beau Rivage ~ater -0.24% $0 0.00% -0.24% 
Fairways/Beau _Rivagc sewer 0.06% $0 0.00% 0.06% 
Brookwood/LaGrange water 3.57% $89,852 0.00% ~.57% 

14. Based·on the Public Staff's.investigation-to date, the·Public Staff recommends lhat 
Aqua be allowed to implement lhe proposed WSIC and SSIC percentages effective for service 
rendered on or after January I, 2020, subject- to true-up. The Public Staff will.continue to review 
the justness, prudency, and reasonableness· of lhese improvements during its review of Aqua's 
future WSIC and SSIC- filings and in Aqua's next general rate.case. 

CONCLUSIONS 

Based ._upon the foregoing, the Commission- concludes that Aqua should be allowed to 
implement. the .proposed increases/decreases in the WSIC and SSIC' percentages effective for 
service rendered on and after January 1, 2020. These WSIC or SSIC rate adjustments, while 
allowed to become effective, are not unconditionally approved, and will be ·subject to further 
examination for justness ,and reasonableness in the WSIC and SSIC annual review and 
reconciliation and Aqua's next general rate case. 

IT IS, THEREFORE, ORDERED as follows: 

I. That Aqua is authorized to implement the recommended Water and Sewer System 
Improvement Charges set forth in the attached AppendixA-4 to Aqua's Schedule of Rates effective 
for service rendered on and after January 1, 2020, subject to true-up. The rates contained therein. 
arc provisional and subject to review in Aqua's next gericral rate case; 

2. That the attached Appendix A-4 is approved and is deemed f1)ed with lhc 
Commission pursuant to N.C. Gen. Stat§ 62-138; and 
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3. That Aqua ,shall mail to each of its customers with the next regularly scheduled 
customer 'hilting the Commission-approved customer notice1 and Aqi.Jrt shall file the attached 
Certificate of Service, properly signed and notarized, not ·later than 45 days after the issuance of 
this Order. 

ISSUED BY ORDER.OF THE COMMISSION. 
This the 6~ day of January, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

Commissioner Jeffrey A. Hughes did not participate in this decision. 

APPENDIX A-4 

AQUA NORTHCAROLINA, INC. 
WATER AND SEWER SYSTEM IMPROVEMENT CHARGES 

WATER SYSTEM IMPROVEMENT CHARGE 

Aqua NC ~nifonn water systems 

Water systems in Brookwood and LaGrange service.areas 

Water- systems in Fairways aJld'Beau Rivage service areas 

SEWER SYSTEM IMPROVEMENT CHARGE 

Aqua NC unifonn sewer systems 

Sewer systems-in Fairways.and Beau Rivage service areas 

2.69%11 

3.57% ll 

-0.24%11 

1.15% 11 

0.06%" 

1 Three separate customer notices are attachcd"hereto as A11achments A, 8, and C, respectively. The separate 
customer notices are.intended to minimize customer confusion. Aqua shall mail the appropriate customer notice to 
each of its customers with the next regular customer billiag. 
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11 The Water System Improvement Ch~ge.will be applied to the total water utility bill of 
each customer under the Company's applicable rates and charges. 

Y The Sewer System Improvement Charge will ·be app,lied to the total sewer utility bill of 
each customer under the Company's applicable rates and charges. 

Issued in Accordance with Authority Granted by the North Carolina Utilities Commission in 
Docket No. W-218, Sub 497A on this the 6~ day of January, 2020. 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-218, SUB 497A 

BEFORE THE NORTI! CAROLINA UTILITIES COMMISSION 

In the Matter of 

ATTACHMENT A 
PAGEIOF2 

Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North Carolina 
27511, for Approval of Semiannual 
Adjustments to _Water and Sewer System 
Improvement Charges pursuant to N.C. Gen. 
Stat.§ 62-133.12 

) 
) 
) 
) 
) 
) 

NOTICE TO CUSTOMERS IN 
BROOKWOOD/LAGRANGE 
SERVICE.AREAS 

NOTICE IS HEREBY GIVEN that the North Carolina Utilities Commission 
(Commission) has issued an Order dated January 6, 2020, pursuant to N.C. Gen. Stat. § 62-133.12 
and Commission Rules R?-39 and RI0-26, authorizing Aqua North-Carolin~ Inc. (Aqua), to adjust 
its Water System Improvement- Charge (WSIC) effective for service rendered on and after 
January l, 2020, in Aqua's Brookwood/LaGrange service areas in Cumberland- and Hoke 
Counties, in North Carolina. 

Dy Order entered in Docket No. W-218, Sub 363, on May 2, 2014, the Commission 
approved Aqua's request, pursuant to N.C. Gen. Stat. §-62-133.12, for a_uthority to implement a 
semiannual water and sewer system improvement charge (WSIC/SSIC) adjustment mechanism 
designed to recover the incremental costs associated_ with eligible-investments in certain water and 
sewer infrastructure improvement-projects completed and placed in service between general rate 
case proceedings. TheWSIC/SSIC mechanism is subject to Commission approval and.to audit and 
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refund provisions. Any cumulative system improvement charge recovered pursuant to the 
WSIC/SSJC mechanism may n0texceed 5% ofthe·total annual service revenues approved by the 
Commission in Aqua's last general rate case. WSIC and SSIC charges for Aqua were first approved 
by the Commissiori on December 22, 2014, effective January l, 2015. The WSIC and SSIC 
procedures allow for semiannual adjustments to Aqua's rates every January l and July l. 

The Public Staff - North Carolina Utilities Commission (Public Stall) has 
carefully reviewed Aqua's stated WSIC improvements, including reviewing in detail 
construction: work in progress ledgers and transactions, invoices, work orders, .engineering 
certificati_ons arid other accounting records. On December 20, ,2019, the Public Staff filed 

ATTACHMENT A 
PAGE2OF2 

a Notice of Public.Staff's Plan to Present Comments and Recommendations.at the Commission's 
January 6, 2020 Regular Staff Conference (Notice). 

Based on the application filed by Aqua and the·Public Staff's Notice and recommendations, 
the Commission has approved the following WSIC charge for the Brookwood and LaGrange 
service areas, effective for Service rendered on and after January 1., 2020: 

Previously Net 
Approved Change To Cumulative 

WSIC WSIC WSIC 
Percentage Percentage Percentage 

WSIC 1.96% 1.61% 3.57% 

The approved WSIC percentage-of 3.57% will be applied to the water utility bill of each 
customer under Aqua's applicable service rates and'charges. • 

The 3.57% WSIC percentage resu_lts in a $1.21 increase to the mon!hly average residential 
bill for a customer using the average of 5,306 gallons per month. 

Additional infonnation regar~ing the WSIC/SSIC mechanism is contained in the 
Comrilission's Order dated May 2, 2014, in-Docket No. W-218, Sub 363, the Commission's Order 
Adopting Rules to Implement N.C. Gen. Stat. § 62-133.12, dated June 6, 2014, in Doeket 
No. W-100, Sub 54, the Aqua NC WSIC and SSIC Application filed November 1, 2019, the 
December 20, 2019, Public Staff Notice, and the January 6, 2020 Commission Order in Docket 
No. W-218, Sub 497A, all of which can be accessed from the ·commission's website at 
www.ncuc.net, under Docket Portal, using the Docket Search feature for the docket numbers stated 
above (i.e., for Docket No. key: W-218 Sub 497A). 

Parties interested in receiving notice of these filings may subscribe to the Commission's 
electronic notification system through the Commission's website at www.ncuc.net. 
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ISSUED BY ORDER OF THE COMMISSION. 
This the 6" day of January, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-218, SUB 497A 

IlEFORE THE NORTH CAROLINA UTILI11ES COMMISSION 

In the Matter or 

ATTACHMENT Il 
PAGE I OF3 

Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North Carolina 
27511, for Approval of Semiannual 
Adjustments to Water and Sewer System 
Improvement Charges pursuant to N.C. 

NOTICE TO CUSTOMERS IN 
FAIRWAYS AND IlEAU RIV AGE 
SERVICE AREAS 

Gen. Stat.§ 62-133.12 

NOTICE IS HEREBY GIVEN that the North Carolina Utilities Commission 
(Commission) has issued an Order dated January 6, 2020, pursuant to N.C. Gen; Stat. § 62-133.12 
and Commission Rules R7-39 and RI0-26, authorizing Aqua North-Carolina., Inc. (Aqua),,to adjust 
its Water System Improvement Charge (WSIC) and· Sewer .System Improvement Charge (SSIC) 
effective for service rendered on and after January 1, 2020, in Aqua's Fairways and Beau Riv age 
service areas in New Hanover County, North Carolina. 

By Order entered in Docket No. w.218, Sub 363, on May 2, 2014, the Commission 
approved Aqua's request, pursuant to N.C. Gen. Stat. § 62•133.12, for authority to implement a 
semiannual water and sewer system improvement charge (WSIC/SSIC) adjuslrnent mechanism 
designed to recover the incremental costs associated with eligible investments in certain water and 
sewer infrastructure improvement-projects completed and placed in service between general rate 
case proceedings. The WSIC/SSIC mechanism is subject to Commission approval and to audit and 
refund provisions. Any cumulative system improvement charge recovered pursuant to the 
WSIC/SSIC mechanism may not exceed 5% of the total annual service revenues approved by the 
Commission in Aqua's last general rate case. WSIC and SSIC charges for Aqua were first approved 
by the Commission on December 22, 2014, effective January I, 2015. The WSIC and SSIC 
procedures allow for: semiannual adjustments to Aqua's rates every January I and July I. 
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ATTACHMENT 8 
PAGE2 OF 3 

The Public Staff - North Carolina Utilities Commission (Public Stall) has carefully 
reviewed Aqua's stated WSIC and SSIC improvements, including reviewing in detail construction 
work in progress ledgers and transactions, invoices, work orders, engineering certifications and 
other accounting-records. On December 20, 2019, the Public Staff filed a Notice of Public Staff's 
Plan to Present Comments and Recommendations at the Commission's January·6, 2020 Regular 
Staff Conference (Notice). 

Based on the application filed by Aqua and the Public S!aff's Notice and recommendations, 
the Commission has approved the following WSIC and SSJC charge for the Fairways and Beau 
Rivage service areas,.effective for service rendered on and after January I, 2020: 

Previously Net 
Approved Change To Cumulative 

WSIC/SSIC WSIC/SSIC WSIC/SSIC 
Percentage Percentage Percentage 

WSIC -0.24% 0:00% -0.24% 
SSIC 0.07% -0.01% 0.06% 

The WSIC percentage of -0.24% will be applied to the water utility bill of each customer, 
and the SSIC,percentage of0:06% will be applied'to the sewer utility bill of each customer, under 
Aqua's·applicable service-rates and charges. 

The approved -0.24% WSIC percentage results in a $0.05 decrease to !,he monthly average 
residential bill for a customer using the average of 7,042 gallons per month. The -0:24% WSIC 
percentage also.will apply to the.monthly bills for the customers on water systems where Aqua 
purchases bulk water. 

The 0.06% SSIC percentage results in a $0,94 increase to the monthly residential customer 
flat rate sewer bill. 

Additional information regarding the WSIC/SSIC mechanism is contained in the 
Commission's Order dated May 2, 2014, in,Docket No. W-218, Sub 363, the Commission's Order 
Adopting Rules to Implement N.C. Gen. Stat. § 62-133.12, dated June 6, 2014, in Docket 
No. W-100, Sub 54, the Aqua NC WSIC/SSICApplication filed November I, 2019, the December 
20, 2019, Public Staff Notice, and the January 6, 2020 Commission Order in Docket No. W-218, 
Sub 497A, all of which can be accessed from the Commission's website at www.ncuc.net, under 
Docket Portal, using the Docket Search feature for the docket numbers stated above (i.e., for 
Docket No. key: W-218 Sub497A). 
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AITACHMENTIJ 
PAGE3 OF3 

Parties interested in receiving notice of these filings may subscribe to the Commission's 
electronic notification system through the Commission's website at www.ncuc.net. 

ISSUED IJY ORDER OF THE COMMISSION. 
This the 6th ·day of January, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-218, SUB 497A 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by Aqua North Carolina, Inc., ) 

ATTACHMENT C 
PAGE I OF3 

202 MacKenan Court,,Cary, North Carolina ) NOTICE TO CUSTOMERS 
27511, for Approval of Semiannual ) 
Adjustments to,Water and Sewer System ) 
Improvement Charges pursuant to N.C. ) 
Gen. Stat.§ 62-133.12 ) 

IN AQUA NORTH CAROLINA 
UNIFORM RA TES SERVICE AREAS 

NOTICE IS HEREBY GIVEN that the North Carolina Utilities Commission 
(Commission) has issued an Order dated January 6, 2020, pursuant to N.C. Gen .. Stat. § 62-133.12 
and Commission Rules R7-39 and Rl0-26, authorizing Aqua North Carolina, Inc. (Aqua), to adjust 
its Water System Improvement Charge (WSIC) and Sewer System Improvement Charge (SSIC) 
effective for service rendered on and after January 1, 2020, in its service areas in North Carolina. 

By Order entered in Docket No. W-218, Sub 363, ·on May 2, 2014, lhc Commission 
approved Aqua's request, pursuant to N.C. Gen. Stal § 62-l33.12, for authority to implement a 
seriliannual water and sewer system improvement charge (WSIC/SSIC) adjustment mechanism 
designed to recover the incremental costs associated with eligible investments in certain water and 
sewer infrastructure improvement projects completed and placed in service between general rate 
case proceedings. The WSIC/SSIC mechanism is subject to Commission approvaland to audit and 
refund provisions. Any cumulative system improvement charge. recovered pursuant to the 
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WSIC/SSIC mechanism may not exceed 5% of the total annual service revenues approved by the 
Commission in Aqua's last general rate case. WSIC and SSIC for Aqua were first approved by,the 
Commission on December 22, 2014, effective January 1, 2015. The WSIC and SSIC procedures 
allow for semiannual adjustments to Aqua's rates every January 1 and July 1. 

ATIACHMENTC 
PAGE2OF3 

The Public Staff - North Carolina Utilities Commission (Public Staff) has carefully 
reviewed Aqua's stated WSIC and SSIC improvements, including reviewing in detail construction 
work in progress ledgers and transactions, invoices, work orders, engineering certifications and 
other accounting records. On December 20, 2019, the Putilic Staff filed a Notice of Public Stairs 
Plan to Present Comments and Recommendations at the Commission's January 6, 2020 Regular 
Staff Conference (Notice). 

Based on the application filed byAquaand the Public Stairs Notice and recommendations, 
the Commission has approved the following WSIC and SSIC charge for the Aqua's W1ifonn service 
areas, effective for service rendered on and after January I, 2020: 

Previously Net 
Approved Change To Cumulative 

WSICISSIC WSICISSIC WSIC/SSIC 
Percentage Percen~e Percentage 

WSIC 1.32% 1.37~ 2.69% 
SSIC 0.30% 0.85% 1.15% 

The WSIC percentage of 2.69% will be applied to the water utility bill of each customer, 
and the SSIC percentage of 1.15% will be applied to lhe sewer utility'bill of each customer, under 
Aqua's applicable service rates and charges. 

The approved 2.69% W~IC percentage results in a $1.30 increase to the monthly average 
residential bill for a customer using the average of 4,971 gallons per month. The 2.69% WSIC 
percentage also will apply to the monthly bills for the customers on water systems where Aqua 
purchases bulk water. 

The approved 1.15% SSIC·percenlage results in a $0.83 increase to the monthly residential 
flat rate seWCr bill. The 1.15% SSIC percentage will also apply to the monthly bills for metered 
sewer customers, including metered sewer custo_mers on sewer systems where Aqua purchases 
bulk sewer treatment. 
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AITACHMENTC 
PAGE3OF3 

Additional information regarding the WSIC/SSIC mechanism is contained in the 
Commission's Order dated May 2, 2014, in Docket No. W-218, Sub 363, the Commission's Order 
Adopting Rules to Implement N.C. Gen. Stat.§ 62-133.12, dated June 6, 2014, in Docket No. W
l00, Sub 54, the Aqua NC WSIC/SSIC Application filed November I, 2019, the December 20, 
2019, Public StafTNotice, and the January 6, 2020 Commission Order in Docket No. W-218, Sub 
497 A, all of which can be accessed from the Commission's website at www.ncuc.net, under Docket 
Portal, using the Docket Search feature for the docket numbers stated above (i.e., for Docket No. 
key: W-218 Sub 497A). 

Parties interested in receiving notice of these filings may subscribe to the Commission's 
electronic notification system through the Commission's website at www.ncuc.net. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 6~ day of January, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 
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CERTIFICATE OF SERVICE 

I, __________________ J mailed with sufficient postage 

or hand delivered to all affected customers lhe attached Notices to Customers issued by the North 

Carolina Utilities.Commission in Docket No. W-218, Sub 497A, and the Notices were mailed or 

hand delivered by the date specified in the Order. 

This the __ day of _______ ~ 2020. 

By: 

Signature 

Name of Utility Company 

The above named .Applicant, personally 

appeared before me this day and, being first dllly sworn, says that the required. Notices to 

Customers were mailed or hand delivered.to all affected customers, as required by the Commission 

Order dated _______ in Docket No. W-218, Sub 497A. 

Witness my hand and notarial seal, this the __ day of ______ ~ 2020. 

Notruy Public 

Printed Name 
(SEAL) My Commission Expires: 

Date 
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DOCKET NO. W-354, SUB 364A 

BEFORE TI-IE NORTH CAROLINA UTILITIES·COMMISSION 

In the Matter.of 
Application by Carolina Water Service, "Inc. 
of North Carolina, 4944 Parkway Plaza 
Boulevard, Suite 375, Charlotte,.North 
Carolina 28217, for Authority to Implement 
Water and Sewer System Improvement 
Surcharge Rate'Adjustments Pursuant to 
N.C. Geri. Stat.§ 62-133.12 

) 
) ORDER APPROVING WATER AND 
). SEWER SYSTEM IMPROVEMENT 
) CHARGES ON A PROVISIONAL BASIS 
) AND REQUIRINGc·usTOMER NOTICE 
) 
) 

BY THE COMMISSION: On July 31, 2020, Carolina Waler Service, Inc. of North 
.Carolina (CWSNC or Company), filed an Application·for approval ofW3.ter Syst~mJmprovement 
Charge and Sewer System Improvement Charge (Application) rate ~djustments effective 
October 1,2020, pursuant to N.C. Gen. Stat.§ 62-133.12, Commission Rules R7-39 and RI0-26, 
and the WSIC/SSIC mechanisms, whiqh-were approved .in CWSNC's general rate case, D0cket 
No. W-354, Sub 336 (Sub 336,Rate Case) and in the Commission's prior orders approving Water 
System Improvement Charge (WSIC) and Sewer System Improvement Charge (SSIC) 
mechanisms for CWSNC. 

On September. 27, io20, the Public Staff - North Carolina Utilities Commission (Public 
Staff) filed Notice of Public Staff's Plan to Present Comments· and Recommendations at the 
Commission~s October 5 Regular -Staff'Confcrence. Qn October l, 2020, the Public Staff filed 
Request for Approval Letter and Proposed Order, wherein-it requested1the·Commission-decide.the 
matter on the plead_ings. CWSNC,agreed with that protocol, requested tiriie to respond, and on 
October 6, 2020, filed_ Response 'to Public Staff Recommendations Concerning Petition for 
Approval of Water.and;Sewer System-Improvement Siircharge Rate Adjustments. 

On November-3, 2020, the Commission-issued an Order requiring CWSNC'and.the Public 
Staff to.appear-at Staff Ctmference ·on-November 9, 2020, arid co_ntaining,written Questions from 
the Commission·in the attached Appe_ndix A. On November 6, 2020, CWSNC and the-Public Staff 
filed their respectiVe responses to the Commission's written.questions. On NOverriber 6, 2020, 
CWSNC and the-Public Staff filed their respective responses to the Com.mission's question~. On 
November 9; 2020, representatives for both the Company and the Public Staff appeared at Staff 
Conference and answered-the·Commission's questions as ordered by the Commission. 

On the basis of CWSNC's verified Application, historical records of the Commission, 
responses ofCWSNC and the Public.Staff,.and the eiitire record herein, the Commission makes 
the.following 
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FINDINGS OF FACT 

1. CWSNC is a corporation· dilly organized under the laws of and is authorized .to do 
business-in the State ofNorth Carolina. CWSNC is a franchised public utility provi~ing waler and 
sewer utility service to customers in NortlrCarolina 

-2. In the Sub 336 Rate Case Order dated March 10, 2014, the Commission approved 
CWSNC's request to utilize a WSIC/SSIC mechanism pursuant to N.C.G.S. § 62-133. 12, 
concluding the- mechanism is in the public interest, and established WSIC/SSIC procedures for 
CWSNC which allow for semiannual adjustments to CWSNC's rates every April lst and October 
1st based upon reasonable.and prudently incurred investment in ·eligible system improvements 
completed.and placed iri service prior to the filing of the request. 

3. CWSNC's WSIC/SSIC percentages were re~et to ,zero as of March 31, 2020, the 
effective date ofCWSNC's new base rates in its last general rate case in Docket No. W-354, Sub 
364 (Sub 364 Rate Case). 

4. The Applicaticm represents CWSNC's first filing to implement charges under the 
WSIC/SSIC mechanism since the Sub 364 Rate Case. CWSNC's request includes WSICISSIC 
improvements in the amount 0f$1,083,972 and $443,344, respectively, completed and placed in 
service during the six months ell.ding June 30, 2020. 

5. CWSNC's •initial1y proposed WSIC and SSIC percentages for implementation on 
October 1, 2020, were as follows: 

WSIC/SSIC Projected Pr6posed 
Revenue Service WSIC/SSIC 

Reguirements Revenues Percent~ 
Uniform Water $116,046 $19,271,785 0.60% 
Uniform Sewer $54,827 $15,904,852 0.34% 
BF/FHffC Water $2,734 $1,402,009 0.20% 
BF/FHSewer $7,116 $2,243,027 0.32% 

6. Pursuant to N.C.G.S. § 62-133.12(g), the cumulative WSIC/SSICpcrcentages are 
capped at 5% of the total annual service revenues approved by the Commission in the Sub 364 
Rate Case, resulting in.the following maximum revenue requirement for CWSNC's water and 
sewer operations whiCh could be Collected using WSIC/SSIC: 
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Uniform Water 
Uniform Sewer 
BF/FH/fC Water 
·BF/FH Sewer 

Service 
Revenues 

$19,271,785 
$15,904;852 
$1,402,009 
$2,243,027 

Cap 
Percentage. 

XS% 
XS% 
XS% 
XS% 

WSIC/SSIC 
~ 

$963,589 
$795'243 
$ 70,100 
$112,151 

7. CWSNC's proposed revenue ,requirement does not exceed the maximum 
WSIC/SSIC r~venue requirement listed above. 

8. The Public Staff conducted its review of CWSNC's submitted WSIC/SSIC 
improvements, including a detailed review of construction work in progress ledgers and 
transactions;invoices, work orders, engincering_certificiltions~and other accounting reCordS. Based 
on its review, t,tie Public Staff recommends adjustments to remove entries it has determined are 
non-eligible water and sewer system improvement costs from CWSNC's WSIC/SSIC 
revenue requirement. 

9. In it:irOctober I, 2020 filing seeking,a-decision on the pleadings, the Public Staff 
recommends the following adjustments to the Company's proposed WSIC/SSIC'_percentages to 
reflect removal of costs it has determined are·non-eligible for WSIC/SSIC recovery: 

WSIC/SSIC 
WSIC/SSIC Revenue WSIC/SS!C 
Percentages Requirement<; Impacts of Percentages 

Including EMF Per Public Public Staff Pcr,-Public 
PcrCWSNC Staff Adjustments Staff 

Uniform Water 0.60% $80,346 (0.18%) 0.42% 
Uniform Sewer 0:35% $38,152 (0.10%) o:2s% 
BF/FH/fC 
Water 0.20% $1,253 (0.11%) 0.09% 
BF/FH Sewer 0.32% $6,321 (0.04%) 0:28% 

10. The WSJC/SSIC percentages recommended by the Public Staff result in the 
following increase to the,average monthly,metered and flat rate Customer bill; 
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.Public Staff Monthly 
Recommended Average Average BillWith 
WSIC/SSIC Gallons Monthl)' Monthly WSIC/SSIC 
Suicharges Pi;;r Month Bill Surcharge Surcharge 

Uniform Water -
Metered 0.42% 3;608 $58.76 $0.25 $59.01 
Unifomi Water-
Flat 0.42% NIA $58.54 $0.25 $58:79 
Unifonn'Sewer-
Metered 0.25% 3,569 $75.29 $0.19 $75.48 
Uniform Sewer.-
Flat ,0.25% NIA $73.73 $0.18 $73:91 
BF/FH/fC Water-
Metered 0.09% 4,128 $34.64 $0.03 $34.67 
BF/FH Sewer.-
Flat 0.28% NIA $5391 $0.15 $54.06 

11. CWSNC agrees with a small portion of the adjustments recommended by the Public 
Staff but maintains that the p]ant costs .excluded as ineligib_le by the Public Staff are eligible 
improvement costs appropriate for WSICJSSIC recovery. CWSNC agrees ~th the Public Staffs 
adjusunent to remove ineligible plant.costs in the amount of$Sl,070 included in its Application, 
but maintains that additional plant costs in the amount of$433,902 disputed and-disallowed by the 
Public Staff meet the criteria for eligibility set forth in both the WSIC/SSIC statute and in 
Commission Rules R7 ... 39 and Rl0-26 for inclusion as eligible improvements. 

12. The revised· WSIC and SSIC percentages requested by ,CWSNC result in the 
following increase to the average monthly metered and nat rate customer bills: 

Commission Monthly 
Approved Average Average Bill Wilh 
WSIC/SSIC Gallons Monthly Monthly WSIC/SSIC 
Surch~es Per Monlh Bill Surct!!!!Se Surcharg·e 

UniFonn Water-
M_et.ered 0.60% 3,608 $58.76 $0.35 $59.11 
Unifonn Water-
Flat 0.60%' NIA $5854 $035 $58.8~ 
Uniform Sewer-
Met.ered 0.30% 3,569 $7529 $0.23 $75.52 
Unifonn Sewer-
Fial 0.30% NIA $73.73 $022 $73.95 
BF/FI-VfC Water-
Metered 0.20% 4,128 $34.64 $0.07 $34.71 
BF/FH Sewer-
Flat 0.29% NIA $53.91 $0.16 $54.07 

13. TI1e water.and sewer improv~ents recommended by the Public Staff for approval 
are appropriate for recovery using the WSIC/SSIC mechanism pursuant to N.C.G.S. § 62-113.12 
and Comniission Rules R?-39 and RI0-26. The water and sewer improvements disputed by the 
Public Stuff have not been shown to be appropriate for recovery using the WSIC/SSIC mechanism. 
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14~_ It.is reasonable and appropriate that CWSNC retrospectively. charge customers for 
the: WSIC/SSIC surcharges approved herein through the eX:perience modification fiict~r (EMF)for 
the period October I, 2020 through the date of this Order. 

DISCUSSION AND CONCLUSIONS 

When a utility·fiJes an application with the Commission for authority to impose a charge 
for water and· sewer improvements pursuant-to N.C.G.S. § 62-133.12, the Public Staffis required 
to review the application and make a recommendation.,to the Commission to either apJ)iove, 
modify, or reject the utility's proposed improvemeht charge. Or_der Adopting Rules to Implement 
62-133.12, Pelilionfor Rulemaking lo Implement G.S. 62-133.12, No. W-100,Sub 54 (N.C.U.C. 
June 6, 2014)(Rulemakirig Docket); Order Grariting Partial Rate lnCrease, Approving -Rate 
Adjustment Mechanism, and Requiring Customer Notice, Applica_lion by Carolina Water Service, 
lnc. of North Carolina for Authority to Adj11st and Increase Rates for Water and Sewer Utility 
Service in All Areas of North Carolina, Excluding Nag,Head,,No. W-354, Sub 336 (N.C.U.C. 
March 10, 2014); Commission Rule R7-39(f);,and Commission Rule RI 0-26(!), In the' matter at 
hand, the Public Staff revieWed the Application and recommended by its filiilgs of 
September 22, 2020 ,and OCtober I, 2020, that the Commission approve certain costs submitted 
for WSIC/SSIC recovery and deny certain other costs for improvements the Public Stafic0nsiders 
non-eligible for recovery-using the·wsIC/SSIC mechanism. With re~pect t<;> the costs it found non• 
eligible, the Public Staff stated that "the non-eligible WSIC and SSIC.projects were not system 
improvement projects, but were either routine maintenance and repairs Or single service 
connections to CWSNC's water and sewer- systems, which are not. water and sewer system 
improvements as defined in N:C.G.S. § 62-133:12(b), (c) and (d)." Notice of Public Staff's Plan 
to P~ent Comments and Recommendatioru,;, App/icalion by Carolina Water service, inc. of North 
Carolina for Authority to lmp/emenl Water and Sewer System Improvement Surcharge Rate 
Adjustments Pursuant, to N.C. Gen. Stat. §62-133.12, No. W-354, Sub364A (N.C.U.C. 
Sept. 22; 2020). 

On October 6, 2020~ C_WSNC responded to the Publie Staff's recommendatioJl stating that 
the items disputed by the Public Staff are related tO" asset• categories such as meters, meter 
installations, water service lines;: water transmissiori, and distribution.mains, sewer gravity mains, 
and sewer services/laterals as are certain of the items recommended by the Public Staff for 
approval. The.Company explained that the-disputed improvements adarCss issues.that arise in the 
Company's water and sewer- systems, such as main breaks, service line leaks, and 
stuck/slow/damaged or leaking meters and,assemblies which are understood to be an inevitable 
part of operati_lig ·a utility. CWSNC argued that these improvements. rep_resent investment in 
WSIC/SSIC-eligible replacements of assets that were required to enable' the provision of safe, 
reliable, and efficient service in accordance with applicable water.quality and effluent standards. 
As suc}l, CWSNC maintained that the· WSIC-eligible water system improvements included in its 
application were made pursuant to N.C.G.S, § 62-133.12(c)(l) and. are qualifying in-kind 
replacements. CWSNC contended that the Public Staff is not jUStified in drawing distinctions 
between improvements falling in the same asset categories and finding some of them WSIC/SSIC
eligible and_.0therS non.eligible. The Company pc:,inted out that WSIC/SSIC statutory eligibility 
criteria do not differentiate between .. routine" or.non-routine, nor between "project" or non-pr9ject 
improvements, and thus concluded that the Public Staff's reliance on these bases for eligibility is 
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inapplicable under the law. According to CWSNC, "by a straightforward and reasonable reading 
of the WSIC/SSIC statute, these [disputed] investments meet the ·eligibility criteria of 
subsections (b), (c) and (d) of G.S. § 62-133.12." 

Th~ dispute.between the Putilic Staff and the Company presents the Commission with the 
question of whether water an~ sewer systein improvements that are properly capitalized oh the 
utility's books as depreciable, used and useful assets and that are characterized as ~utine, 
unplanned or single customer service connections are eligible fqr investment recovery through the 
WSIC/SSIC mechanism. In accordanc~ with the discussion to follow, the Commission detennines 
that whether a water or sewer system improvement is routine or .unplanned is not alone 
detenninative of WSIC/SSIC eligibility, while an improvement benefitting •only -a single 
customer, as opposed to ·benefitting !he -utility's system, is not eligible for recovery using the 
WSICISSIC surcharge. 

In decidirig this matter, the Commissio·n has reviewed the Application, the Public Staffs 
recommendation as filed on.September 22, 2020 and October l, 2020;·CWSNC's-resp0nse to the 
Public Staff's recorrimendation filed on October 6, 2020, the responses.to Commission questions 
filed by the parties onNovember 6, 2020, the comments and representations made by the·parties 
at the November 9, 2020 Staff Conference, N.C.G.S. § 62-133.12, Commission Rule R7-39, 
Commissi01_1 Rule Rl0-26 and·certain pri0I' dockets and·orders of the Commission with respect tci_ 
the establishment of the existing Commission ·rules in effect for the WSIC/SSIC mechanism. 
SpeCific orders the Commission-finds pertinent to the current WSIC/SSIC mechanism are: Order 
Adopting Rules to Implement 62-133.12, Docket No. W-100, Sub 54, dated lU11e·6, 2014 
(Rulemaking Order); Order Granting Partial Rate Increase, Docket No. W-354, Sub 336 dated 
March 10, 2014 (Sub 336 Rate Order); and Order Granting Partial Rate Increase, Docket No. W-
218, Sub 363 dated May 2,'2014 (Aqua Rate Order). In the Rulemaking Dock•~ Aqua NC and 
Cori>c: Regulated Utilities, Inc. (Cori>c:), fonnerly known as Utilities, Inc. (col_lectively, the Utiliti_es) 
filed joint comments on the Public Staff's propos~d'WSIC/SSIC rules, and ultimately, the Public 
Staff and the Utilities worked together to jointly recommend proposed WSIC/SSIC rules •to" 
implement the objectives ofN.C.G.S. § 62-133.12. The Public Staff and the Utilities stated that 
they believed the recommended rules would ensure that.the objectives 0fN.C.G.S. § 62-133.12. 
are maintained and provide for effective implementation, continued stringent regulatory review 
-and oversight, and appropriate consumer protections. Further, the Public Staff and the Utilities 
noted that ·the semiannual adjustments they propoSed-wotild reasonably reduce. regulatory ·lag, 
provide for efficient administration·of these rate adjustments, and potentially increase the-interval 
between general rate cases. 

The Commission agrees with the Statements made by the Public Staff and-the Utilities in 
the Rulemakirig Docket The rules they recommended, as. well as the rules as adopted by -the 
Commission, were designed to provide for stringent regulatory review and oversight, appropriate 
consumer protections, .efficierit administration of WSIC/SSIC rate adjustments, reasonably 
reduced regulatory lag with respect to WSSlC/SSIC-<:ligib!e. investments, and the potential for 
greater intervals between general rate cases. 

Moreover, in the Rulemaking Order adopting the rules to implement the WSIC/SSIC 
mechanism,. the Commission referred tci the Aqua Rate Order and-stated as follows: 
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The Commission believes that the primary purpose of G.S. 62"-133.12 was to 
encourage and accelerate investment in needed water artd sewer infrastructure by 
means of a mechanism which will alleviate the effects of regulatory lag by allowing 
for earlier recovery of some portion, not to exceed 5% of approved service 
revenues, of the incremental depreciation and capital costs,associated with eligible 
investments made between general rate _case proceedings. In accordance with 
G.S. 62-133.12, eligible water system.and sewer system improvements would be 
installed, for example, to comply with primary drinking water standards, t_o 
implement solutions to wastewater problems, and to comply with State and federal 
law and regulations. Further, G.S; 62-133.12 allows, upon the Commission's 
specific direction, for the utility to implement solutions to comply with o_therwise 
non-mandatory secondary water quality standards.-

The Rulemaking Order further emphasized- by referring to the Aqua Rate Order that the 
Commission considered the WSIC/SSIC mechanism to be a regulatory tool that would smooth the 
effect of rate increases stemming from needed infrastructure investments and could result in less 
frequent rate.cases, which would have the effect ofsubstanlially reducing rate case expense. The 
Rulemaking Order also·directed that the Public Staff would review and.scrutinize improvement 
expenditures-proposed-to be recovered through the WSIC/SSIC surcharge. The Commission was 
clear in its statement from the Aqua Rate Order referenced ih the Rulemal<lng Order that the Public 
Staff was charged with reviewing projected WSIC/SSIC costs prior lo the utilities spending funds 
and requesting recovery from ratepayers using the WSIC/SSIC mechanism. The Public· Staffs 
review would begin with the uiility's filing of a three-year plan of propos~d eligible system 
improvements. The Commission stated its expectation ihat-the Public Staffs scrutiny and· review 
of the ongoing three-year plan and the diSCussion of the plan with the utility between general rate 
cases would "provide the Public Staff with detailed information concerning eligible system 
improvement projects ... and should also keep the Public Staff more informed [than it otherwise 
would be] regarding matters concerning the quality of service provided by [the utility] to 
its customers." 

In adopting the rules to implement WSIC/SSIC recovery, the Commission included 
Commission Rules R7-39(c)(l)(a), (c)(l)(b) and (m) and RI0-26(c)(l)(a), (c)(l)(b) and (m), 
which set forth the detailed requirements for the three-year plan required in a general rate case 
proceeding for the approval of a WSIC/SSIC mechanism and ,for the ongoing three-year plan 
requirement. In particular, Commission Rule R7-39 states· that n utility seeking approval of a 
WSIC mechanism shall include in its application for a general rate increase a three-year plan. I 
Commission Rule R7-39(c)(l) requires a three-year plan that includes the·following: 

a. A detailed description of all proposed eligible water (sewer) system 
improvements.expected to·be completed in the initial WSIC (SSIC) Period and an 
estimate of the cost·ofthe improvements and dates when the improvements will be 
placed into service; and 

1 Commission Rule RI0-26 related to the SSIC has the same language. 
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b. A brief ,des~ription of the proposed eligible water (sewer) -systerri 
improvements, estimated costs, and completion dates for improvements that the 
utility p_lans to complete during the two years following the initial WSIC 
(SSIC) Period. 

While Commission Rule R7-39(m) provides: 

Ongoing Three-Year Plan. - Within 60 days following the end of each WSIC 
(SSIC) Period,- the utility shall file an updated three-year plan containing ,the 
infonnation prescribed in Section (c)(I) of this Rule and any other information 
required by the Commission. 

Hence, the current WSIC/SSIC rules requiring the filing Qf a three-year plan provide-the 
Public Staff with advance n6tice of the types of improvements, corresponding dollar amounts, and 
the timing of the,'improvements prior tO the inclusion of such improvemerits in a WSIC/S~IC 
surcharge application. Additionally, the rules allow the Public Staff time to.conducra thorough 
review of the documentation provided in support of a recovery requesL Further; the .. quarterly 
reports required pursuant to Commission ·Rules R7-39(n) and R10-26(n) include a Construction 
Status Report, which provides the Public Staff detailed infonnation regarding WSIC/SSIC 
improvements that may potentially result in a future request for surcharge recovery. 

For the semiannual.surcharge application process to be a fluid process as intended by the 
WSIC/SSIC rules; ·tlJ,ere must be ~onable correlation between the improvements submitted by a 
utility ill its application and the improvements included in its three-year plan. While the three-year 
plan is merel)' a planning tool and is subject·to modifications by the utility for-good cause, the 
Corilmission expects the.utilities to apprise the Public Staff of any deviations between the eligible 
improvements included.in its WSIQ'SSJC application and the eligible improvements presen_ted in 
its latest three-y~ plan•on file with the Commission. 

With regard to the pending Application,. the Commission recognizes that CWSNC has 
presented a broader scope ofiinprt>vements for WSIC/SSIC recovery following the Commission's 
encouragement in CWSNC 's last general rate case that the Company make better use of the 
WSIC/SSIC mechanism as a tool for reducing regulatory lag for all system improvement projects 
allowed by N.C.G.S. §62-133.12.1 Further, the Commission observes that CWSNC has added 
categories to its three-year plan filed on. May 28, 2020, such ·as, for example, "Gene_ral Wliter 
Syst~m Replacements{Mains,.Valves, Service-Lines, Meters).'-'·ln taking Steps to make better use 
of the WSIC/SSIC tool and· adding a new category such as general system replacements, the 
Commission reminds CWSNC thai it is required to provide the-same level of specificity for all 
improvements for which· it seeks,sun:IJarge recovery,_ including at a minimwn, the information 
required by Commission Rule R7-39 orRl0-26, as appli~le. More specificaUy, the utility must 
provide the Public Staff with .a sufficient level of detail to enable the Public Staff to evaluate 
improvements planned by the utility. A failure to· provide a ·sufficient level. of detail regarding 

1 Order Granting P;u:tial Rate Increase and Requiring.Customer Notice, Applicalion by.Carolina Waler 
Service, Inc., of North Carolina for AuJlwrity to Adjust !U'd Increase Rates for Waler tJnd Sewer Utility Service _in All 
ofil!l Service Areas in North_Carolina,-No . .W-354, Sub 364'(N.C.U.C. Mar. 31, 2020). 
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improvements added to the·three-year plan would undennine the streamlined WSIC/SSIC process 
approved by the Commission. 

The Commission agrees with the: Company that N.C.G.S. § 62-133.12 docs not limit 
recovery to· non-routine or pl.inned system improvements. Rather, as further explained herein, 
certain system improvements that are unplanned or are replacements of existing. or _aging 
infrastructure could be WSIC/SSIC-eligible, if they are necessary to enable the provision of safe, 
reliable and efficient service-in accordance with water quality and effiuent-standards and.fall-into 
one of the five categories of eligible system improvements enumerated in N.C.G:S. § 62-l 33.12(c). 
Moreover, with regard to improvements made in response t9 emergency situations, when larger 
infrastructure issues are discovered· or cause the utility to accelerate a more comprehensive 
infrastructure improvement invo!Ving considerably more work than merely remedying· the 
emergency situation, the WSIC/SSIC mechanis.m may be the;proper route for revenue recovery. 

The Commission n6tes, that eligible system imp,rovements must' be of a magnitude or 
character such· that recovery through the WSIC/SSIC mechanism continues to serve the public 
interest. The Commission notes ;that N;C.G.S. § 62-133.l2(a) provides that a rate adj!,!Stment 
mechariism may only be approved upon the Commission's finding that such·a mechanism is in the 
public interest. -In the Sub 336 Rate Case Order, the:Commission .found that a WSIC/SSIC 
mechanism for use by CWSNC was in the public interest and to,customer benefit,,poiniing.out 
(1) that it would incentiviz.e and encourage accelerated investment-in infrastrilcture improvement 
allowing recovery, not exceeding 5% of approved service revenues, of incremental d-epreciation 
expense and capital cost. -associated with reasonable and prudent investment' in eligible 
infrastructure improvements; (2) that it would incentiviz.e the Company to undertake more 
extensive improvements to address secondary water quality issues making-funds available where 
limited capital budget funds. would otherwlse be spent first- on primary water quality 
improvements; (3) that the availability o_ffuJ!dS copected·through the use of the mechanism would 
encourag~ the Company to make improvem_ents addressing secondary water quality standards 
sooner than it otherwise-would; (4) that use of the mechanism would have a rate-smoothing effect. 
minimizillg the impact of sharp rate increases experienccd·by custome~ when improvements are 
recovered at one time in general rate•,cases; and {5) that it .could expand the interval between 
gencr.lrate case filings, alleviating.the effects ofregUlatory lag and lessening rate case expense, 

-Thus, ·WSIC/SSIC-eligible system improvements should be.consi_stent with the bases of 
the Commission's reasons set fortQ in the Sub:336 Rate Case Order for finding the WSIC/SSIC 
mechanism to·be in.the public'interest. Otherwise, whether the-use of the mechanism by the utility 
·remains in the public interest would be called into question, To .remain• consistent With .the 
Commission~s,detennination that'the use of the mechanism is in,public interest, -the·.CommisSion 
clarifies that an eligible water or sewer system improvement, routine or not, planned or not, must 
(1) be capitalized on· the uti!ity's books as a depreciable us~d and useful asset otherwise 
recoverable in a general rate case; (2)-be included among the eligible system improvements listed 
in N.C.G.S. § 62-l33.12(c) and (d); and (3) serve the purpose of potentially avoiding sudden sharp 
.r;ate increases, aeeelerating infrastructure investments that would otherwise be delayed due to 
limited capital budgeffunds and' foreseen lengthy regulatory lag, and· increasing.the time interval 
between general rate cases and, lessening rate case expense. Moreover, the improvement must 
benefit the system. Certain improvements that benefit only a single c1,1stoiner may provide no 
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benefit the system. To the extent an improvement benefits a ·sole customer or relatively few 
customers, it is not an eligible improvement unless the utility can demonstrate that the 
improvement provides some benefit to the systeTQ. Thus, not all spending, even on improvements 
that might be enumerated in N.C.G:S. § 62-133.12(c) and (d), necessarily meets the stated criteria 

The WSIC/SSIC mechanism was noUntended'to,be a gene(1'11,replacement for recovery of 
all rate case eligible improvements. ·If all improvements were eligible for recovery using the 
WSIC/SSIC.mechanism, it would be unlikely that the-mechanism would encourage investment in 
improvements that are often,delayed due.to regulatory lag or due lo the absence of sufficient funds 
to address discretionary issues _such as secondary water quality. For example,. if all rate case 
eligible improvements, without regard to the costs, at issue, could be recovered using the 
WSIC/SSIC, the 5% service revenue cap quickly could be reached, leaving the mechanism 
unavailable as a tool to accelerate investment in- the major improvements and also resulting in more 
frequent general rate cases. 

Regarding the disputed improvements included in ·the Application representing $434,000 
in investment, the Commiss\on finds that CWSNC'S Application and the supplemental information 
provided are not sufficient to establish that eligible system improvements are appropriate for cost 
recovery through·the WSIC/SSIC mechanism. While the·Company argues that the improvements 
at issue are capitalized and .arc among the type qf improvements enumerated in 
N.C.G.S. § 62-133.12(c) and (d),.the Public Staff maintains that some of the improvements would 
likely be considered maintenance and repairs expense in a ·general rate case proceeding. In its 
response,to questions from-the Commission.filed on November 6, 2020, the Public Staff states that 
"[tJhe majority of the costs that were excluded by.the Public Staff were low cost.items, less than 
$1,000." As previously stated, the Commission would not expect a utility to utilize the WSIC/SSIC 
rriechanism simply to·minimize all ·possible regulatory lag on any and all improvements. In the 
present docket, the Commission has not received suffi~iently detailed descriptions of the 
improvements in .dispute and the corresponding dollar- amounts such that the CoJnmission can 
determine whether all or some ofthe,diSputed costs are in fact eligible for recovery through the 
mechanism;. Rather, the Commission was provided only the general description of the asset 
category and the corresponding total dollar amounts. In the future, should the Company bring 
specific improvements disputed by_the Public Staff to the CoITlJ!lission for decision, the Company 
must provide the Commission with detailed ·descriptions of the improvements and supporting 
documentation it considers sufficient to demonstrate eligibility in accordance with the 
·determinations and guidance set forth in this Order. 

Going forward, to facilitate the Pi.Jblie Staff's and the Commission's review for 
WSIC/SSIC. eligibility, the Company must present its newly added system improvement 
categories, such as, "General Water System Replacements" and "General Sewer System 
Mechanical Replacements" with the requisite specificity to satisfy Commission Rule R?-39 or 
Rule Rl0-26 as applicable and,also include such,specificity for these improvements in its three
year plan and surcharge applications. Further, CWSNC and the Public Staff should work 
cooperatively to determine the specific additional infonnation that is necessary for ·the Public 
Staff's review, as well as how that infonnation should be organized, in order to keep. the 
WSIC/SSIC process operating efficiently. 
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Accordingly, for the reasons set forth herein, the, Commission concludes that the 
WSIC/SSIC surcharges.as proposed by the Public Staff in its October I, 2020 letter filed-with the 
Commission should be approved, effective for service rendered on and after the date of this Order. 
Further, the Commission- concludes that._CWSNC should be ·allowed to retrospectively charge 
customers for Ute approved surcharges through the EMF calculation as.proposed.by th_e Company 
in its November -12, 2020 filing and agreed to by Ute Public Staff for the period October I, ·2020 
through the date of this order. 

The,Commission's decision herein does not in any way relieve CWSNC Of its burden to 
prove that its investments are reasonable and prudently incurred- as required ~y 
N.C.G.S. § 62-133.12 and Commission Rules R7-39 and RI0-26. Moreover, these WSIC and 
SSIC rate adjustments, while.allowed·to'become.effective, are not unconditiohally approved ·and 
will be·subject to further e_xamination for reasonableness and prudence in the WSIC and-SSIC 
annuaJ review and reconciliation and in CWSNC's-nextgeneral rate case: 

IT IS, THEREFORE, ORDERED as follows: 

I. That CWSNC i~ authorized to implement the Water and ,Sewer System 
Improvement Charges set forth·'in the attached Appendix A-3 to CWSNC's Schedule- of Rates 
effectivi;_ ·ror service retiden;:d on and after the date of Utis .Order, ,subject t6 .true-up. The rates_ 
contained therein·are provisional and subject'to review in-the·WSIC and SSIC annuaJ review and 
reconciliation- and CWSNC!s next general rate case; 

2. That CWSNC shall be allowed to retrospectively charge customers for Ute approved 
surcharges through the EMF calculation- for the period October 1,'2020 Utrough the date of 
Utis Order; 

3. That the attached Appendix A-3' is approved and is deemed filed with the 
Commission pursuant to N.C:G.S. § 62-1-38; and 

4. That the Notice to Customers, attached hereto as Appendix 8-3, shall be· mailed 
with sufficient ,postage or hand delivered to all affected custoITlcrs with the next regularly 
scheduled billing process. 

ISSUED BYORDER OF TilE COMMISSION. 
This the 17th day ofDecember,·2020. 

NORTH CAROLINA UTIL!T!ES COMMISSION 
Joann· R Snyder, Deputy Clerk 
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APPENDIX A 

CAROLINA WATER SERVICE, INC. OF NORTH CAROLINA 
WATER AND SEWER SYSTEM IMPROVEMENT CHARGES 

WATER SYSTEM IMPROVEMENT CHARGE 

All CWSNC Uniform water systems 

Bradfield Fanns/Fairfield· Harbour/Treasure Cove 

SEWER SYSTEM IMPROVEMENT CHARGE 

All CWSNC Uniform sewer systems 

Bradfield ·Fanns/Fairfield Harbour 

Notes: 

0.42%J/ 

0.25% Ynnd'J/ 

0.28%-Y 

J/ The Water System Improvement Charge will be applied to the total water utility·bill of each 
customer under the Company's applicable rates nnd charges. 

'l/ The Sewer System ImproVemerit Charge will be applied to the total sewer utility bill of each 
customer µnder the Company's,applicable.rates and charges. 

JI These Water and Sewer Improvement Charges include the Experience Modification Factors 
that went into effect On October I, 2020, and will cease on September301 2021. 

Issued in Accordance with Authority Granted by the North Carolina Utilities Commission in 
Docket No. W-354, Sub 364A on this the 17th day ofDecember,,2020. 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-354, SUBS 364A 

BEFORE 1llE NORTH CAROLINA VTILITIES COMMISSION 

In the Matter of 
Application by Carolina Water Service, 

APPEND/XS 
PAGE 1 OF2 

Ille. ofNorth'Carolina, 4944 Parkway Pla,,a 
Boulevard, Suite 375, Charlotte, North 
Carolina 28217, forAuthority to IiTiplement 
Water and Sewer System Improvement 
Surcharge.Rate Adjustments Pursuarit to 
N.C. Gen. Stat§ 62-133.12 

) 
) 
) 
) 
) 
) 
) 

NOTICE TO CUSTOMERS 

NOT!CE IS HEREBY GIVEN that the North Carolina Utilities Commission 
(Commissiqn) has issued an Order dated December 17, 2020, pursuant .to N.C. Gen. 
Stat § 62:.133.12 .µ-id Commission Rules R7-39 and RI0-26, authorizing Carolina Water Service, 
Inc. of North Carolina (CWSNC) to implement a Water System-Improvement Charge (WSIC) and 
Sewer System Improvement Charge (SSIC) for service rendered, on and after the date or this 
Notice, in aJI its s·ervice areas in North Carolina FU.rthcr, CWSNC is.authorized to retrospectively 
charge' customers for the approved surcharges through· the EMF ·calculation for the period 
October 1, 2020 through the date or this Notice~ 

By Order entered in Docket No. W,..354, Sub 336 on March 10, 2014, the Commission 
approved CWSNC's reques~ pursuant to N.C.G.S, § 62-133.12, for authority to implement a 
semiannual water and sewer system improvement charge (WSIC and SSIC) adjustment 
mechanism d!!;Signed to recover the incremental co~ts associated· with eligible investments in 
certain water and sewer infrastructure improvement projects completed· and placed in service 
between general rate case proceedings. The WSIC fil!d SSIC mechanism is subject to Commission 
approval and fo audit and refund provisions. Any cumulative system improvement charge 
recovered pursuant to the WSIC and SSIC mechanism may not exceed 5% or the total annual 
service revenues approved .by the Comm_ission in CWSNC's last general rate case. CommiSsion 
Rules R7-39(h) and RI0-26(h)specify that the WSIC and SS!Gshall be applied to the total utility 
bill of each customer under the utility's'applicable service rates and charges. 

The Public Staff carefully ·-reviewed CWSNC's ·WSIC and SSIC improvements, 
including, reviewing in detail construction work in progress ledgers and transactions, 
invoices, work orders, and other accounting records and recommends approval or .certain 
or the a"djustments proposed by CWSNC_. Other adjustments, disputed between· the 
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APPEND/KB 
PAGE20F2 

Public Staff and CWSNC, have been thorough]y reviewed and evaluated by the Commission'and 
were resolved ·by the appro_val o(the charges shown ,below. The WSIC and SSIC percentages, 
including experience modification factors, approved by the.Commission.result in the following 
increase to the.average monthly-metered·and-flat rate customer bills: 

Commission Moilthly 
Approved Average Average Bill-With 
WSIC/SSIC ·G~Jlons Monthly ¥onthly 'WSIC/SSIC 
Surcharge Per Month Bill Surch;gge Surcharge 

Uniform Water-
Metered 0.42% 3,608 $S8.76 $0.2S $S9.01 
Unifonn Water.-
Flat 0.42% NIA $S8.54 $0.2S $S8.79 
Unifonn Sewer-
Metered 025% 3,S69 $7S.29 $0.19 $7S.48 
Uilifonn Sewer-
Flat 025% NIA $73.73 $0.18 $73.91 
BF/FH/fC Water-
Me~red 0.09% 4,128 $34.64 $0.03 $34.67 

BF/FH Sewer - Flat 0.28% NIA $S3.91 $0.1S $S4.06 

Additional infonnation regarding the WSIC ·and_ SSIC mechanism is contained in the 
Commission's Order-dated March 10, 2014, in Docket No. W-354, Sub 336; the Commission's 
Order Adopting Rules to Implement N.C.G;S. § 62-133.12, daied JWJe 6, 2014, in Docket 
No. W-100, Sub 54; the CWSNC WSIC and SSIC Application filed. July 31, 2020; the 
September 22, 2020 Public Stajl'Notice; the October 6, 2020 Response by CWSNC; the responses 
to Commis5:ion questions filed by CWSNC and the Public Staff.on November 6, 2020; and· Vie 
December 17, 2020 Commission Order in Docket No. W-354~ 'Sub 364A, all of which can ·be 
accessed from the Commission's Website at www.ncuc.net, widernocket Portal, using the Docket 
Search feature for"the do~ket nwnbers stated above (i.e., for Docket No. enter: W-354 Sub 364A). 
Parties interested in receiving notic.e of these filings may subscribe to the Commission's electronic 
notification system through the Commission's website; 

ISSUED BY ORDER OF TilE COMMISSION. 
This the 17th day of December, 2020. 

NORTH CAROLINA UTILffiES COMMISSION 
Joann R. Snyder, Deputy Clerk 
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CERTIFICATE OF SERVICE 

I, --------------~ mailed with sufficient postage or hand 

delivered to_ all affected customers the attached Notice to Customers issued by the North Carolina 

Utilities Commission in Docket No. W-354, Sub 364A, and the Notice was mailed or hand 

delive~d by the date specified in the Or<Jer. 

This the __ day of _______ ~ 2020. 

By:------------
Signature,· 

Name ofl:Jtility Company 

The above named Applicant, _____________ ~ personally appeared 

before me this day and, being first duly sworn, says that the required Notice to Customers was 

mailed or hand delivered to all -affected customers, as required by the. Commission Order dated 

------~2020, in Docket No. W-354, Sub364A. 

Witness my hand and notarial seal, this the __ day of _________ ~ 
2020. 

Notary Public 

Printed Name 

(SEAL) My,Commission Expires: 
Date 
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DOCKET NO. W-354, SUB 363 
DOCKET NO. W-354, SUB 364 
DOCKET NO. W-354, SUB 365 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

DOCKET NO. W-354, SUB 363 ) 
) 

In the Matter of ) 
Application by-Carolina Water S~rvice, Inc. ) 
of North Carolina, 4944 Parkway Plaza ) 
Boulev:ud, Suite 375, Ch_arlotte, North ) 
Carolina, 28217, for an A~9ounting Order.to ) 
Defer Incremental Storm Damage Expenses ) 
Incurred as a Result of Hurricane Florence ) 

DOCKET NO. W-354, SUB 364 

In the Matter of 
Application by Carolina Water Service, Inc. 
of North Carolina, 4944 Parkway Plaza 
Boulevard, Suite 375, Charlotte, North 
Carolina, 28217, for.Authority to Adjust and 
Increase Rates for Water and Sewer Utility 
Service in All of its Service Areas iJJ North 
Carolina 

DOCKET NO. W-354, SUB 365 

In the Matter of 
Application by Carolina Water Service, 'Inc. 
ofNorth Carolina, 4944 Parkway Plaza 
Boulevard, Suite 3751 Charlotte; North 
Carolina, 28217, for an Accounting Order to 
Defer Post-In-Service DepIT!Ciation and 
Financing Costs Related to M8.jor New 
Projects That Are or Will Be fa-Service 
Priorto the Date of An Order in Petitioner's 
Pending Base Rate Case 

) 
) 
) 
). 
) 
) 
) 
) 
) 
) 
} 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

ORDERGRANTINGPARTIALRATE 
INCREASE AND 
REQUIRING CUSTOMER NOTICE 

HEARD: Thursday, September 5, 2019, at 7:QO p.m., in Courtroom 5350, Mecklenburg 
County Courthouse, 832 East 4th Street, Charlotte, North Carolina 

Tuesday, September. IO, ,2019, at 7:00 p.m., in Courtroom .A, Dare County 
Courthouse, 962 Marshall C. Collins'Drive, Manteo, North Carolina_ 
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BEFORE: 

WATER AND SEWER - MISCELLANEOUS 

Tuesday, October 8, 2019, at 7:00 p.m., in Courtroom #1, Watauga County 
Courthouse,-842 W. King-Street, Boone, North Carolina 

Wednesday, October 9, 2019, at 7:00 p:m., in Courtroom IA, Buncombe County 
Courthouse,-60 Court Plaza, Asheville, North Carolina 

Monday, October 14, 2019, at 7:00 p.m., in Coµimission Hearing Room 2115, 
Dobbs Building, 430 North Salisbury Street, Raleigh, North Carolina 

Tuesday, October 22, 2019, at 7:00 p.m., in the Superior Courtroom, Onslow 
County Courthouse, 625 Court Street, Jacksonville, North Carolina 

Monday, December 2, 2019, at 2:00 p.m., in Commission Hearing Room 2115, 
Dobbs Building, 430 North Salisbury Street, Raleigh, North Carolina 

Commissioner ToNola D. Brown-Bland, Presiding; Chair Charlotte A. Mitchell; 
and Commissioners Lyons Gray, Daniel G. Clodfelter, Kimberly W:Duffiey, and 
Jelfrey A. Hughes 

APPEARANCES: 

For Carolina Water Service, Inc. of North Carolina: 

Jo Anne Sanford, Sanford Law Office, PLLC, Post Office Box 28085, Raleigh, 
North Carolina 2761 I 

Robert H. Bennink, Jr., Bennink Law O_ffice, 130 Murphy Drive, Cary,North 
Carolina 27 513 

Mark R. Alson, Ice Miller LLP, One American Square, Suite 290, Indianapolis, 
Indiana 46282-0200 

Christina D. Cress, Nichols, Choi & Lee, PLLC, 4700 Homewood Court, Suite 220, 
Raleigh, North Carolina 27609 

For Corolla Light Commwiity Association, Inc.: 

Brady W. Allen, The Allen Law Offices, PLLC, 1514 Glenwood Ave.,Suite200, 
Raleigh, North Carolina 27608 

For the Using and Consuming Public: 

Gina C. Holt, William E. Grantmyre, John Little, and William E. 1-1. Creech, Staff 
Attorneys, ·Public Staff - North Carolina Utilities Commission, 4326 Mail 
Service Center, Raleigh, North Carolina 27699 
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BY THE COMMISSION: On January 17, 2019, in DocketNo. W-354, Sub 363 (Sub 363) 
Carolina Water Service,_Inc., of North Carolina (CWSNC or Company) filed· a Petition for an 
Accounting Order to Defer Unplanned -Incremental Hurricane Florence Stonn Damage EXpenses, 
Capital Investments, and Revenue.Loss. 

On May·24, 2019,_pi.Jrsuant to Commission Rule-Rl-17(a), CWSNC submitted-notice of 
its intent to file a general rate case application in Docket No. W-354, Sub 364 (Sub 364). 

On June 6,-2019, lhe Commission entered an order consolidating Sub 363 and Sub 364. 

On June 28, 2019, CWSNC filed its verified application for a general rate increase 
(Application) in'Sub 364 seeking authority to: (1) increase and·adjust its rates for water and sewer 
utility service in all.6fits service areas in North Carolina, including the service areas 9fRiverbend 
Estates and Pace Utilities Group; Inc., which have been recently transferred to CWSNC; (2) 
Consolidate rates for the Corolla Light/Monteray Shores (CLMS) service area with the Uniform 
Sewer Rate Division rates; and (3) pass through any increases in purchased bulk water rates and 
any increased costs of wastewater treatment performed by third parties and billed to CWSNC, all 
subject to CWSNC providing sufficient proof of such increa.,;;es. In addition, lhe Company·included 
as part of its rate case filing certain information and data required by-NCUC Fonn W-1. 

As part of the its Application CWSNC filed direct testimony-oflhe following witnesses: 
Calherine E. Heigel, President ofCWSNC, Tennessee Water Service; Inc., and Blue Granite Water 
Company; 1 Dante M. Destefano, Director of Financial Planning and Analysis for CWSNC; 
Gordon R. Barefoot, President and ~EO ofCorix Infras\ructure, Inc.;2 J. Bryce Mendenhall, Vice 
President of Operations for CWSNC;_Anthony Gray, Senior Financial and Regulatory Analyst, 
CWSNC; and Dylan -W. D' Ascendis, Director at ScottMadden; Inc. 

The Company stated in its Application that it.presently has approximately 34,915 water 
customers and 21,403 sewer- customers in North Carolina (including water and-sewer availabiJity 
customers).3 The present rates for water and sewer service have been in effect since February 21, 
2019, pursuant to the Commission's 'Order Approving Joint Partial Settlement Agreement and 
Stipulation, Granting Partial Rate Increase •and Requiring Customer Notice issued in CWSNC's 
last general rate case in Docket No. W-354, Sub 360 (Sub 360 Order). 

On June 28, 2019, in DocketNo. W-354, Sub 365 (Sub 365), CWSNC also filed a Petition 
for an Accounting-Order to Defer Post-In-Service Depreciation and Financing Costs Relating to 
Major New Projects. 

1 On November I, 2019,-CWSNC liled notire that Donald H. Denton would adopt the prefiled direct 
testimony ofCatherine E. Heigel. 

;. On November 8,_2019, CWSNC filed notice that Shawn Elicegui would adopt the prefiled direct 
testimooy ofGordon R. Barefoot. 

1 The Company did not indicate the specific date related to its present number of customers statedin the 
Application. The number of customers presented in Finding of Fact No. IJ herein is based on the detailed billing 
analysis prepared by Public· Staff wilness Casselberry for the 12-mof!th period ended March Jl,"2019, and is not 
dispute.d by the Company. 
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On July 15, 2019, the Commission issued an Order Establishing Genera] Rate•Case and 
Suspending Rates. By that order, the Commission ,declared the matter to be a general rate case 
pursuant to N.C. Gen. Stat.§ 62-137, susp~nded the proposed new rates for up to 270 days pursuant 
to N.C.G.S. § 62-134, and established the test year period for this case as the 12-month period 
ending March 31,2019. 

On August 2, 2019, the Commission issued an Order Scheduling Hearings.and Requiring 
Customer Notice (Scheduling Order) which required the,parties to prefile testimony and exhibits, 
scheduled the matter for hearing, and required notice to all affected customers. That order 
scheduled customer hearings to be held in Charlotte, Manteo, Doane, Asheville, _Raleigh, and 
Jacksonville, _North Carolina, and set the expert witness hearing to be held in Raleigh, 
North Carolina. 

Also on August 2, 2019, CWSNC witness DeStefano filed supplemental testimony, and on 
August 23, 2019, CWSNC filed an amended exhibit to witness DeStefano's 
supplementaJ testimony. 

On August 21, 2019, CWSNC filed a certificate of service demonsLrating that the Company 
provided notice of this general rate case proceeding to customers as required by the Commission's 
Scheduling Order. 

On August 22, 2019, .Corolla Light,Community Association, Inc. (CLCA), filed a Petition 
to Intervene, which the Commission.granted by order dated September'S, 2019. 

The Public Staff- North Carolina Utilities Commission's (Public Staff) participation in 
this proceeding is recogniz.ed pursuant to N.C.G.S. § 62-15(d)-and·Commission RUie Rl-19(e). 

Public witness hearings were held as scheduled. A total of23 Company customers testified 
as public wilnesses.at the public witness hearings held in this p_roceeding. 

CWSNC-responded to public witness testimony by its filings ofSeptember.25 (combined 
Charlotte and Manteo), October 24 (combined Boone and Asheville); October 30 (Raleigh),.and 
November 8,.2019 (Jacksonville). 

On-October 4, 2019, CWSNC liled its rate case updates, schedules, and supporting data as 
required by Ordering Paragraph No. 6 of the C6mmis_sion's Scheduling Order. 

The Public Staff filed ·its direct testimony on November 4, 2019, consisting of testimony 
and exhibits of Public Staff witnesses Gina Y. Casselbeny, Utilities.Engineer, Water, Sewer, and 
Telephone Division; Charles.M. Junis, Utilities Engineer, Water,.Sewer, and Telephone Division; 
Lindsey Q. Darden, Utilities Engineer, Water, Sewer, and Teleplione Division; Windley E. Henry, 
Manager, Water, Sewer, and Telephone Section, Accounting Division; Michelle M. Boswell, Staff 
Accountant, Accounting Division; Lynn L. Feasel, Staff Accountant, Accounting Division; and 
John R. Hipton, Director, Economic Research Division. 
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The ·Public Staff filed the supplemental testimony of witness Casselberry on 
November 15, 2019. 

On November 15, 2019, the·Company filed a request to consolidate Sub 365 with this rate 
case. The Commission issued an order consolidating Sub 364 and Sub 365 on Novembe_r 19, 2019. 

The Public Staff filed revised exhibits of -Public Staff witnesses Feasel and Henry on 
November 18, 2019. 

On November 18, 2019, CWSNC withdrew its request for consideration of the Company's 
proposed Consumption Adjustinent Mechanism and Conservation Rate Pilot Program proposed 
for The Point Subdivision. 

CWSNC filed the rebuttal testimony of Company witnesses DeStefano, Mendenhall, and 
D' Ascendis on November 20, 2019. 

0n November 26, 2019, Public Staff witness_ Hi_nton filed supplemental testimony and 
exhibits, revising his recommended rate of re_tum on common equity and updating four exhibits 
filed with his testimony on November 4, 2019. 

On November 27, 2019, CWSNC and the,Public Stalf(Stipulating Parties) filed a Joint 
Partial Settlement Agreement and Stipulation (Stipulation). On that date, the Public Staff also filed 
exhibits and supporting schedules for the Stipulation. 

On December 2, 2019, CLCA filed a resolution opposing CWSNC's rate increase 
Application but requesting that CLMS' rates be set as part of CWSNC's uniform rate division. 

The expert witness hearing was held as scheduled beginning on December 2, 2019. All 
prefiled testimony and exhibits filed in the consolidated dockets were admitted into evidence 
without objection. All parties agreed to waive cross-examination on all prefiled directtestim_ony 
with respect to the issues,the,parties resolved by St_ipulatioil. 

During the hearing the Commissioners requested certain additional information in the form 
of late-filed exhibits. The Public Staff filed the late-filed exhibits of Public Staff witnesses 
Casselberry and Henry-on December 9 and 11, 2019, respectively. CWSNC filed the late-filed 
exhibits of Company witnesses Destefano, D'Ascendis, and Mendenhall on December 13, 2019. 

On January 10, 2020,, CWSNC filed· the affidavit of its Financial Planning and Analysis 
Manager, Matthew Schellinger, providing-the updated amount of regulatory commission expense 
agreed to by CWSNC and the Public Staff. 

On January 13, 2020, the Public Staff filed Revised Settlement Exhibits I and 11 providing 
the final expense information ofCWSNC and the Public Staff's final revised recommendation. 
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Based upon the foregoing, including the verified Application and accompanying NCUC 
Fonn W-1, the testimony and exhibits of the public witnesses appearing at_ the hearings, the 
testimony and exhibits of the expert witnesses received into evidence, the Stipulation, and the 
entire record herein, the Commission makes the foJlowing: 

FINDINGS OF FACT 

General Matters 

I. CWSNC is a corporation duJy, organized under the laws of and is authoriz.ed to do 
business in the'State ofNorth·.Carolina: It is.a franchised public.utility providing wa{er and sewer 
utility service to customers in 38 counties in North Carolina. CWSNC is a ·wholly-owned 
Subsidiary of Corix Regulated Utilities, Inc. (Corix), 1 previously known as Utilities, Inc. 

2. CWSNC is properly before the Commission pursuant to Chapter 62 of the.North 
Carolina General Statut_es for a detenninatioi:i of the justness and reasonableness ofits,proposed 
rates and charges for the water and sewer utility service it provides to customers in North Carolina. 

3. The appropriate test year for use in this proceeding is the 12-month.period ending 
March 31, 2019, updated for known· and measurable changes through the close of the expert 
witness hearing. 

4. CWSNC's present rates for water and sewer service have been in effect since 
February 21, 2019, pursuant to the Commission's Sub 360,Qrder. 

The Stipulation 

5. On November 27, 2019, the Stipulating Parties fifod the Stipulation, resolving,all 
but two of the contested issues between CWSNC and the Public Staff in this matter. 

6. The Stipulation is thC product of give-and-take in negotiations between the 
Stipulating Parties, is material ~vidence in this proceeding. and is entitled to be given appropriate 
weight in this case along with the other evidence of record, including that submitted by the 
Company, the Public Staff, and the public witnesses who testified at the·publiC witness hearings. 

7. The Stipulation is a settlement of matters in conlroversy in this proceeding as 
between the Stipulating Pmties and was not joined in nor objected to by CLCA, the other party to 
the·proceeding. 

8. The two remaining contested issues (Unsettled Issues),which were·not resolved by 
the Stipulation between CWSNC and the Public Staff are: 

1 Pursuant to the Articles of Amendment filed with the Illinois Secretary of State, Department of 
Business Services on July 25, 2019, Ulilities Inc, changed ils corporate name to Corix Regulated Utilities, Inc. 
Corix owns regulated utilities which provide water and sewer utility service to approximately 190,000·customers 
in 17 states, with primary service areas in Flori.da, North Carolina, South Carolina, Louisiana, and Nevada 
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a. Rate of return oh common equity; and 

b. CWSNC's request for deferred accounting treatment of Certain costs related 
to the Automatic Meter Reading (AMR) meter installation projects in the 
Fairfield Mountain and Connestee Falls systems. 

Acceptance orSP,pulatioo 

9. The Stipulation will provide CWSNC and its ratepayers just and reasonable rates 
when combin_ed-with the rate effects of the Commission!s decisions regarding the Unsettled Issues 
in this·proceeding. 

10. The provisions of .the Stipulation are just and reasonable to all parties to this 
proceeding,.as well as the CWSNC ratepaying customers, and serve the public interest. 

1-1. It is appropriate to approve the Stipulation 'in its entirety., 

Customer Concerns and'Servicc 

12. As of the 12-month period ended March 31, 2019, CWSNC served· approximately 
30,724 water customers and 20,105 wastewater customers, including CLMS. For the same period, 
CWSNC also.had 3;532'.water availability customers in Carolina Forest, Woodrun, Linville Ridge, 
Sapphire Valley, Connestee Falls, and Fiiirfield Harbour; and 1,274 sewer availability customers 
in Sapphire Valley, Connestee Falls, and Fairfield Harbour. CWSNC operates 96 water utility 
systems and 37 sewer utility systems. 

l 3. A total of 23 witnesses testified at the ·six public Witness hearings held for the 
purpose of receiving customer testimony.1 ln_general, public witness testimony at those,hearings 
primarily dealt with objections to the rate increase with some customers· raising concerns about 
quality of service, including, but not limited to, old equipment, delays in attention to meter repair, 
hardness of'the water, digital meter boxes installed below the water table, boil water notices 
(including incidents and related communication), sewer spills in the lake at Conriestee Falls, 
fluoride in the water, the ratio of base to fixed charges, response.time to some inquiries, mineral 
content, the proposed Consumption Adjustment Mechanism, and the requirement of paying-sewer 
charges while a home was unoccupied due to hurricane-damage. 

14. As of November 15,2019, the Public Staff had received approximately 316 written 
customer statements of position from CWSNC customers. The service areas represented by those 
submitting such statemehts are: Belvedere (1), Brandywine Bay (2), Carolina Pines (1), Carolina 
Traee (11), Corolla LighVMonteray Shores (1), Connestee Falls {48), Fairfield Harbour (33), 
Kings Grant (1), Sapphire Valley (2), The Point (161), Treasure Cove (1), Ski Mountain 

1 As no_ted above in the procedural history, there were no witnesses in Manteo, four in Charlotte, none in 
Boone, nine in Asheville, four in Raleigh, and six in Jacksonville. 
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(I) Waterglyn, (I) Woodhaven (I), and unspecified service areas (51). 1 All of the customers 
objected to the magnitude and frequency of the Company's rate increases. ·Their primary concern 
was that CWSNC's n;:quest for'another rate increase was so,soon after the mo~t recent increase 
was granted in February 2019. Customers were also concerned about the rate of return on common 
equity.requested, the-increase in rates compared to inflation, the impact of recent fedcra1 corporate 
income tax reductions, arid.the ratio oflhe base facility charge to.volumetric charges. The majOrity 
of the customers in The Point Subdivision opposed CWSNC's proposed Pilot Pfo~.2 

l 5. CWSNC- filed four verified reports with the Commission addresSing the-.service-
related concerns llfld other comments.by witnesses who testified at the public·witness hearings. 
The reports·described each of the witnesses' specific service-related.concerns and comments, the 
Company's response; arid how each concern and comment was resolved or addressed, 
if applicable. 

16. The·Companis·customers in the-Bradfield Fanns Subdivision, Brandywfoe Bay, 
an~ the Fairfield· Harbour Service Area testified to hardness of the· water and unpleasant .taste, 
conditions _that are ·not reglllated by the North Carolina Department of Environmental 
Quality (DEQ). 

17. It is appropriate for CWSNC to.pfovide an_ estimate of the cost ofinstalling a central 
water filter system for Bradfield Fanns Subd_ivision and the Fairfield Harbour Service Area, for 
the homeowners' association's consideration, within 60 days of the final order in lpis .cru.e, 8$ 
recommCrided by'the PubliC.Staff.3 

18. CWSNC has continued its course, of increased attention to the communications 
component of service _to customers·sincethe Company's last rate case, with a positive emphasis 
,on-more proactive communications and the expansion of sev~raj_ social media platforms. 

19. The Public Staff's description· of the quality of Service provided· by CWSNC as 
•'good"'is supported.by the record in this case. 

20. The·overall quality-ofservice provided by CWSNC is adequate. 

1 Approximately 80% of the customer statements came from four subdivisions or.systems. Public Staff 
wilness Casselberry testified that nearly all of the customers.in lbe·Point Subdivision·oj)posed CWSNC's prriposed 
Pilot Program, 

2 Publie Staff _wilness Casselberry testified that the primary objections of. customers at The Pciint 
Subdivision were·that: (1) customers in The Point SubdiV~ior_i were being·penalized and that the block rates should 
apply to all CW_SNC customers, (2) the average consumption did not take into account customers who live on th_e lake· 
and u~ lake water for irrigation, (3) the covenants do not allow individual well~ for irrigation, and,(4) the c~mditions 
and rules fof landscaping Would increase the average bill by approximately 30% if- the block tiered rates were 
approved.. 

3 ·Public Staff witness Casselberry. testified that in CWSNes previous rate case, Sub 360, filed in 2018, the, 
Publie Staff investigated whether installing a central water filter system for Fairfield Harbour wli:sa prudent 
inveStment. In that pf!)Ceeding the Public Staff detennined it·was not a prudent-investment because most customers 
had individual water softeners and filter systems in their homes and ~e cost 'i!i· 201 I to ,install the sys~m· was 
approaching $1 millio'n dollars. However, since it still remains an issue withcustomers at Fairfield Harbour and 
Biadfield Fllmls, the Public Staffrecommended that if the majority of homeowners want a central water filler system, 
a monthly surcharge could be added to customer bills in those service areas to recover the costs for the systems. 
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Rate Base 

21. The appropriate level of rate base used and useful in providing service is 
$132,897,368·for CWSNC's combined operations, itemized·as follows: 

Item 
Plant in service 
Accumulated depreciation 
Net plant in service 

Cash working capital 
Contributions in aid of constnu;tion 
Advances in aid of c6nstructiori 
Accumulated deferred income taxes 
Customer.deposits 
Inventory 
Gain on·sale and flow back taxes 
Plant acquisition adjustment 
Excess book value 
Cost-free capital 
Average tax accruals 
Regulatory liability for excess deferred.taxes 
Deferred charges 
Pro fonna plant 
Original Cost rate b~e 

Operating Revenues 

Amount 
$238,212,084 
(57 897,943) 
180,314,141 

2,404,800 
(40,270,675) 

(32,940) 
(5;995,444) 

(315,447) 
271,956 

(417,811) 
(837,878) 

(0) 
(261,499) 
(143,198) 

(3,941,344) 
2,122,707 

0 

$132 897368 

22. The appropriate level of operating revenues under present rates for use in this 
proceeding is $33,968,582; consisting of service revenues of $33,852,232 and miscellaneous 
~venues of$387,492, reduced by uncollectibles of$27l,142. 

Maintenance and General Expense 

23. The appropriate level of maintenance expense and general· expense for combined 
operations for use,in this proceeding is $14,897,501 and $6,560,142, respectively. 

24. It is appropriate for CWSNC to recover total rate case expenses of $519,416,related 
to the current proceeding and $649,806 Of unamortized rate Case costs related to the prior 
proceedings in DocketNos. W-354, Sub 356 (Sub 356).and W-354, Sub 360 (Sub 360). 

25. It is appropriate to amortize the total rate case costs for the current and prior 
proceedings over five years and to include an annual level of costs in the amount of$73,91 l related 
to miscellaneous regulatory matters, resulting in an annual level of rate case expense of$307,755, 
as agreed to by the Stipulating Parties. 
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Storm Reserve Fund and Normalized Storm Damage Expense 

26. It is reasonable and appropriate for CWSNC to include in rates an annualized level 
of storm expenses in its maintenance and repair expense. based on a ten-year average of the 
Company's actual storm costs. This is the first general rate case proceeding in which CWSNC has 
sought Commission approval of_a normalized level of storm expenses to be included in base rates. 
As part of the Stipulation CWSNC and the Public Staff agreed that CWSNC would rescind its 
request for a storm rescr:ve fund and that the calculation of normalized storm damage expense 
would be based o·n a ten-year average of the Company's actuaJ storm costs.rather than utilizing the 
Company'S requested·three-year average. 

27. Toe appropriate annual amount of normalized storm costs that should -be included 
in the Company's rates in this case is $34,?67, as set out in the Stipulation. 

Hurricane Florence Expense 

28. It is reasonable and appropriate for CWSNC to include in rates the incremental 
operating and maintenance (O&M) costs-amounting to $146,773 incurred by the Company related 
to Hurricane Florence. 

29. The Company and the Public Staff have agreed to use defetral accounting treatment 
for Hurricane Florence·stmm-related expenses, which will be.amortized over three years. 

30. It is appropriate to include in the Company's maintenance and repair expense 
Hurri~ane Florence storm-related costs,in the amount of$48;924,,as set out in the Stipulation. 

Deferral.of Wastewater Treatment Plant ai1d AMR Meter Installation Projects 

31. In its-Petition for an Accounting Order to Defer Post-In-Service Depreciation and 
Financing Costs Relating to Major New Projects in Sub 365 CWSNC requested deferral 
accounting treatment for post-in-service depreciation-expense and financing c6stS (carrying costs) 
related.to the Connestee Falls wastewater treatment plant (WWTP) project in Buncombe County; 
the Nags Head WWTP project in Dare County; the Fairfield Mountain AMR meter installation 
project irf Transylvania ·county; and the Connestee Falls AMR meter installation project, also in 
Buncombe County. 

32. During the test year for this rate case CWSNC earned a return on equity per books 
of 1.63%·on a consolidated basis. The Company's current rates were set in the Sub 360 rate case 
effective for service.rendered on and after February 21, 2019, based upon an authorized rate of 
return on common equity of9.75%. CWSNC invested approximately $22 million-of additional 
capital-in its North Carolina water and.sewer systems·since the Sub 360 rate case, which served to 
depress its post-test year earned rate of return on common equity. 

33. Each of the four capital projects covered by the Petition requesting deferral 
accounting treatment waS'completed and placed in service prior to the expert witness liearing in 
these proceedings. As evidenced-by the Stipulation, CWSNC and the Public Staff agreed to the 
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Company's deferral ofincremcntal post-in-service depreciation expense and financing costs of the 
two WWTP projects.and to the amount of the costs to be included in·the rate case. 

34. The Public Staff did not agree to-deferral accQunting treatment for ~e incremental 
post-in-service depreciation expense and return on capital expenditures.relating to·the two AMR 
meter installation projects. 

35. In this·case the two WWTP projects subject to•the Company's deferral request were 
prudent and necessary ·to the provision· of service, and the costs for each of those projects were 
reasonable and prudently incurred. CWSNC and the Public Staff agree that the Company should be 
authorized to defer post-in-service costs of $1,098,778 for 'the two WWTP projects ($520,144 for 
Connestee Falls and $578,634 for Nags Head). CWSNC and,the Public Staff also agree that the rate 
of return on common equity impact is 434 basis·poilits for the Uniform Sewer Rate Division. 

36. The project costs for each of the two WWTP projects, considered·both collectively 
and singularly, are unusual or extraordinary in that they represent major capital investments in the 
Company's infrastructure;·they are non-routine projects:which are of considerable complexity and 
major significance; and they are necessary to CWSNC's provision of safe, adequate, reliable, and 
affordable utility service in this state. The WWTP costs- are of a magnitude that would have an 
adverse material impact on the Company's financial condition if they are not afforded deferral 
accounting treatment. 

37. It is reasonable and appropriate for CWSNC to receive deferral accounting 
treatment for the post-in-service depreciation expense and carrying costs related to the Company's 
capital investments'in the WWTPs placed in Service at Nags Head and Connestee Falls during the 
pendency of this proceeding. 

38. The Company should be authorized to defer and amortize post-in-service 
depreciation expense and carrying costs· in the -amount of $1,098,778 related to its capital 
investments in the Nags Head and Connestee Falls WWTPs for the ten- and eight-month.periods, 
respectively, from·theidn-service dates until the projects are· included for. recovery in base rates, 
as stipulated between'CWSNC and the Public Staff. These costs should be amortized over a period 
of five years. 

39. CWSNC expects significant ongoing capital needs at levels comparable to the 
$22 million additional capital it invested in its North Carolina water and sewer systems since the 
Sub 360 rate case. Deferral accounting- treatment. for the'post-in-service costs related to the two 
WWTPs is appropriate to support the Company's ability to earn its authorized return and, as a 
result, could impact CWSNC's ability to finance needed investments on reasonable terms. 
Accordingly, deferral accounting treatment fo_r the two WWTP costs will have a favorable impact 
on CWSNC's earnings and financial standing in general thereby enhancing-the Company's ability 
to access and obtain capital on-favorable terms and such results will accrue to the benefit of the 
Compally's·customers.as well as to its investors. 

40. The two AMR meter installation projects included in CWSNC's deferral 
accounting.request were prudent and the.costs for the installation were reasonable and prudently 
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incurred. CWSNC and the Public-Staff agree that the'rate ofieturn on common·equity impact is 
24 basis points for the Unifonn Water Rate Division.1 CWSNC and the Public Staff also.agree that 
the requested cost deferral amount related to the AMR meter installation coSts is $64,736 for the 
eight-month period from their in-service dates until the.projects are included' for recovery in base 
rates in this case. 

41. The two AMR meter installation projects in the Fairfield Mountain and Connestee 
Falls service areas are not unusual or extraordinary, and thus the incremental post-in-service 
depreciation experise and carrying-costs related to the two projects are not appropriate for deferral 
accounting treatment. 

Depreciation and Amortization Expense 

42. The appropriate level of depreciation and amortization expense for combined 
operations for use in this proceeding is $5,026,554. 

Franchise, Property, Payroll, and Othei' Taxes 

43. The appropriate level of franchise, property, payroll, 8.fld other taxes for use in this 
proceeding is $795,507 for combined operat_ions, consisting of ($655) for franchise and other 
taxes, $268,734 for property taxes, and $527,428 for payroll taxes. 

Regulatory Fee and Income Taxes 

44. It is reasonable and appropriate to calculate regulatory fee expense using the 
regulatory fee rate of0.13% effective July J, 2019, pursuant 'fo the Commission's June 18, 2019 
Order issued in Docket No. M-100, Sub 142. The appropriate level of regulatory fee for use in this 
proceeding is.$44,159. 

45. Jt is.reasonable and appropriate to use the current North Carolina corporate income 
tax rate of 2;50% to calculate CWSNC's revenue requirement. The appropriate- level of.state 
income taxes for use in this proceeding is $75,474. 

46. It is reasonable and appropriate to use the federal corporate -income tax rate of 
21 .00% to calculate CWSNC's revenu~ requirement. The appropriate level of federal income taxes 
for use in this proceedirig is $618,133. 

47. It is appropriate to calculate income taxes for ratemaking purposes based on .the 
adjusted level of revenues arid expenses and the tax rates for utility operations. 

1 Calculated on a rate division basiS; per·Public StaffDeSlefano Cross-Examination Exhibil-2. Thelotal 
company ROE impact is 13 ~is points as shown on Public Slaff witness Henry Late-Filed Exhibit 4,Line 9. 
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The Federal Tax Cuts nnd Jobs Act 

48. CWSNC's federal protected EDIT should continue to be flowed back in accordance 
with the Reverse South Georgia Method (RSGM) as ordered.by the Commission in the Sub 360 
Order. 

49. It is reasonable and appropriate; for purposes of this proceeding, for CWSNC to 
refund its remaining federal wiprotecfod EDIT balances over 24 months instead of the remaining 
35 months as originally ordered.by the Commission in the Sub 360 Otcler. 

50. CWSNC's North Carolina EDIT recorded pursuant to the Commission's May 13, 
2014 Order Addressing the Impacts ofHB 998 on North Carolina Public Utilities issued•in Docket 
No. M-100, Sub 138 should continue to be amorti7ed in accordance w{th the Commission's 
Sub 356 Order. 

Capital Structure, Cost of Capital, and Overall Rate of Return 

51. The cost of capital and revenue increase approved in this order is intended to 
provide CWSNC, through sound management, the opportunity to earn an overall rate ofretum of 
7.39%. This overall rate of return is derived from applying an embedded cost of debt of 5.36%, 
and a rate of return on common equ_ity of9.50%, to a capital.structure consisting of 50.90% long
tenn d_ebt and 49.10% common eqllity. 

52. A 9.50% rate of return on common equity·for CWSNC is just and reasonable in this 
general rate case. 

53. A 49.10% equity and 50.90%, debt ratio is a reasonable and appropriate capital 
structure for CWSNC in this.case. 

54. A 5.36% cost of debt for CWSNC iHeasonable and appropriate for the purpose of 
this case. 

55. Any increase in the Company's rate for service will be difficult for some of 
CWSNC's customers to pay, in particular for those considered.to be low-income customers. 

56. Continuous safe, adequate, reliable, and affordable water and wastewater utility 
service by CWSNC is essential to CWSNC~s customers. 

57. The rate of return on common equity and capital structure approved by the 
Commission appropriately balances the benefits received by CWSNC's customers from 
CWSNC.'s provision of safe, adequate, and reliable water and wastewater utility service with the 
difficulties that some of ,CWSNC's customers will experience in payirig the Company's 
increased rates. 
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58. The 9.50% rate of return on common equity and the 49.10% equity capital structure 
approved by the Commission balance CWSNC's need to obtain equity and debtfmancing with its 
customers• need to pay the lowest possible rates. 

59. The authoriz.ed levels of overall rate of retwn and rate of return on·commonequity 
set forth above are ~upported by competent, material, and substantial record evidence; are 
consistent with the requirements ofN.C.G.S .. § 62-133; and are fair to ·CWSNC'S custoiners 
generally and in light.of the impact of changing economic conditions. 

Revenue Requirement 

60. CWSNC's rates should be changed by amounts which, after all pro forma 
adjustments, wiU produce the following increases in revenues: 

Item 
CWSNC Unifonn Water 
CWSNC Unifonn Sewer 
BF/FH/fC Water 
BF/FH Sewer 
Total 

Amount 
$ 1,778,015 

2,929,386 
96,561 

141,797 
$4,945 759 

These increases will allow CWSNC the-opportunity to earn a 7 .39% overall rate of return,which 
the Commissiori has found to,be reasonable upon consideration of the findings in this order. 

Rate Design 

61. Regarding the CLMS sewer service area, CWSNC has. maintained the CLMS 
system at the same rates for the last four general rate cases (Docket No. W-354, Subs 336,344, 
356, and 360) in order to allow the remainder of the Unifonn·Sewer RateDivision to move toward 
parity with,the CLMS sewer rates. In this proceeding,the Company proposes to consolidate the 
CLMS sewer service area rates with the Uniform Sewer Rate Division-rates, as the total Uniform 
Sewer revenue requirement is currently sufficient to allow for such consolidation ofrate structures. 
It is reasonable and appropriate at this time to consolidate the CLMS sewer service area.rates with 
the Company's Uniform Sewer rates. This rate design is supported by both the Public Staff 
andCLCA. 

62. It is reasonable and appropriate for CWSNC's rate design for water utility service 
for its Uniform Water and Bradfield Farms/Fairfield Harbour/freasure Cove (BF/FH!TC) Water 
residential customers to be based on a 50/50 ratio of base charge to usage charge, and- to use an 
80/20 l'atiO of base charge to.usage charge for-CWSNC's Uniform Sewer residential customers, as 
set out in,the Stipulation. 

63. The rates and charges included in Appendices A-I afld A-2, and the Schedules of 
Connection Fees for Uniform Water and Unifonn Sewer, attached hereto asAppendices D-1 and 
8-2, are j ust'and reasonable and should be approved. 
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Water and Sewer System Improvement Charges 

64, Consistent with Commission Rules R7-39(k) and Rl0-36(k), CWSNC's WSIC and 
SSIC surcharges will reset to zero as of the effective date of the approved rates in·this proceeding. 

65. Pursuant to N:C.G.S. ,§ 62-133.12, the cumulative maximum charges that -the 
Company can recover between rate·cases cannot exceed 5% of the total service revenues approved 
by the Commission in this rate.case. 

Recommendations,or the Public Staff 

66. It is reasonable and appropriate for the Company, in its next general rate case filing, 
to ensure that its NCUC Form W-1, Item 26 has been carefully reviewed so that the filing does not 
include double bills, that the Company accounts, for multi-unit customers, and· that other bills 
produced, such as final bills, late notices, re-bills, or.other miscellaneous bills, are not included in 
the filing. 

67. It is reasonable to approve an increase in the-Company's reconnection fee from 
$27.00 to $42.00. 

68. The connection charge of $1,080 for water and $1,400 for sewer for Winston Pointe 
Subdivision, Phase IA, recommended by th~ Public·Staff is reasonable and.appropriate. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.1-4 

General Matters 

The evidence supporting these findings of fact-is found ·in the verified Application and the 
accompanyingNCUC Fotm·W-,l, the testimony and exhibits of the witnesses,and the entire record 
in this proceeding. These findings -:lfe informational, procedural, and jurisdictional in nature and 
are not contested by any party. 

EVIDENCE AND CONCLUSIONS-FOR FINDINGS OF FACT NOS. 5-11 

The Stipulation·and Acceptance of Stipulation 

The evidence supporting these findings of fact is found in the Stipulation, the testimony of 
both CWSNC's and-the Public Staff's witnesses, the affidavit of Matthew Schellinger, and Revised 
Settlement Exhibits I and II. 

On November 27, 2019, CWSNC and the Public. Staff entered into and filed a Partial 
Settlement Agreement and Stipulation, Which memorializes their agreements on some of the issues 
in this proceeding. Attached. to the Stipulation is Settlement, Exhibit 1, which demonstrates the 
impact of the Stipulating Parties' agreements On the.calculation 0fCWS}fC's gross revenue for 
the.test year ended March 31, 2019. Thus, the Stipulation is based upon the same test period as the 
Compaiiy's Application, adjusted for certain changes in plant, revenues, and costs that were not 
known at the time the case was filed, but are based upon circumstances occurring or bec9ming 
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known lhrough the close of the expert witness hearing. In addition to the Stipulating Parties' 
agreements on some of Lhe issues in this proceeding, the Stipulation provides, thal CWSNC and 
the Public Starr agree that the Stipulation reflects a give-and-take partial settlement of contested 
issues, and that Lhe provisions of the Stipulation do not reflect any position asserted by either 
CWSNC or the Public Staff, but instead reflect compromise an~ settlement between them. The 
Stipulation provides that it is binding as between CWSNC' and the, Public Staff, and that it is 
conditioned upon Lhe Commission's acceptance ofthe,Stipulation in its entirety. No party filed a 
fonnal statement or presented testimony indicating opposition to the Stipulation. During the expert 
witness hearing in response to a question from the Commission, CLCA indicated that it has no 
objection to the Stipulation. Tr. vol. 9:, 200---01. There are no other parties to this proceeding. 

The key aspects of the Stipulation are as follows: 

• Tariff Rat{! Design - The Stipulating Parties agree that rate design in this case should be 
based on a 50/50 ratio of fixed/volumetric revenues for the Unifonn Water and BF/FHrrC 
Water residential customers and an 80/20 ratio of fixed/volumetric reveriues for the 
Unifonn Sewer residential customers. 

• Capital Strucfure-The Stipulating Parties agree that the capital.structure-appropriate for 
Use in this proceedi~g is a capital ··structure consisting of 49.10% common equity and 
50.90% long-term debt at a cost of 5.36%. 

• Property /11surance Expe11se - The. Stipulating Parties agree to the Company's rebuttal 
position of $279,912. 

• Treatment of Water Service Corporatio11 (WSCJ Re11t E~e,1se-The Stipulating Parties 
agree to the Public Staffs calculation ofWSC's rent expense for its Chicago, Illinois office 
lease as reflected in Revised Feasel Exhibit I, Schedule 3-ll. 

• Water Loss Adjust,ne1it for Purcltased Water Expe11se - The, Stipulating Parties agree 
upon a· 20% water loss threshold for Whispering Pines, Zemosa Acres, Wood.run, High 
Vista, and Carolina Forest subdiVisions. 

• P11rcltase Acquisition Adjustment (PAA) Amortizatioli RTpe1,se Rates - The Company 
agrees to the Public Staff's PAA amortization rates per Revised Feasel Exhibit I, 
Schedule 3-15. 

• Storm Reserve Ft111d a11d Storm Expense -The Company agrees to rescind its request to 
implement its proposed Storm Reserve Fund, and to utilize the PuDlic.Stafrs position per 
Revised Feasel Exhibit-I, Schedule 3-4. 

• Applicatio11 of Hurrica11e Flore11ce lllsurance Proceeds - The Public Staff agrees to the 
Company's rebuttal position removing-insurance overpayments to date from the i~surer. 

927 

. ·.1 



WATER AND SEWER- MISCELLANEOUS 

• Accumulated-Deferred /11come. Taxes (ADI'/) -The Company agrees to the.Public Staff's 
proposed caJculations of ADIT regarding unamortized rate case expense. The Stipulating 
Parties agree to revise ADIT for any updates made to rate case expense deferrals. 

o DeferraJAccou11ting for Capital Investme11ts in WWTPs - The Stipulating Parties agree 
that deferral accounting treatment 'for post-in-service depreciation expense and catrying 
costs l'elated·to the Company's capital investments in WWTPs-pfaced in service at Nags 
Head and Connestee Falls during the pendency of this proceeding is reasonable 
and appropriate. 

• Regulatory Commissio11 Expense - The Stipulating Parties agree .to a methodology for 
calculating regulatory commission expense, also ·known as rate case expense, and agreed 
to update the riumber in Settlement Exhibit 1, Line 41, for actual and estimated costs once 
supporting documentation is provided by the Company. The Stipulating Parties agreed to 
amortize rate case expenses for a five-year period. 

o Reve11ue Requirement- The Stipulating Parties agree to certain other revenue requirement 
issues designated as "Settled Items" on Settlement Exhibit 1, which was attached to the 
Stipulation and.is incorporated by reference therein. 

As the Stipulation has not been adopted by ~l of the parties to 'this docket, its acceptance 
by the Commission is governed by the·standards set out by the North Carolina ·supreme Court in 
State ex rel. Utils. Comm 'n v. Carolina Util. Customers Ass 'n, Inc., 348 N.C. 452,500 S.E.2d 693· 
(1998) (CUCA I), and State ex rel. Utils. Camm';, v .. Carolina Util. Customers Ass'n, Inc., 351 
N:C. 223, 524 S.E.2d lO (2000) (CUCA II). In CUCA 1, the Supreme Court.held that: 

a stipulation entered into by less than all of the parties·as to any facts or issues in a 
contested case proceeding.under Chapter 62 should be accorded full consideration 
and weighed by ,the Commission with all other evidence presented by any of the 
parties in the proceeding. The Commission must consider the nonunanimous 
stipulation along with all the evidence presented and any other facts the. 
CommiSsion·firids,relevant to the fair and Just detennination of the proceeding. _The 
Commission •may ev_en adopt the recommendations or provisions of the 
nonunanimous stipulation as long as the Commission-sets forth its reasoning and 
makes "its own independent conclusion" supported by substantial evidence on the 
record that the proposal is just and reasonable to all parties in light of all the 
evidence presented. 

348 N.C. at 466, 500-S.E:2d at 703. However, as the Court made clear in CUCA II, the fact that 
fewer than all of the parties have adopted a settlement does not pennit the Court to subject the 
Commission's order adopting the provisions of a nonunanimous stipulation to a "heightened 
standard" of review. CUCA II, 351 N.C. at 231,524 S.E.2d at 16. Rather, the Court said that 
Commission approval of the provisions of a nonunanimous stipulation "requires only that the 
Commission ma[k]e an independent detennination supported by-substantial evidence on the record 
[and] ... satisfly] the requirements Of [C]haptcr 62 by independently considering an_d analyzing 
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all, the evidence and any other facts relevant to a determination that the proposal is just and 
reasonable lo all parties." Id. at 231-32, 524 S.E.2d al 17. 

Based upon the foregoing and the entire record herein, the Commission finds that the 
Stipulation was entered into .by the Stipulating Parties after full discovery and extensive 
negotiations, that the Stipulation 'is the product of give-and-take in settlement negotiations between 
CWSNC and th_e Public Staff, and that the Stipulation represents a reasonable and appropriate 
resolution of certain specific matters in dispute in this proceeding. In making this. finding the 
Commission gives substantial weight to the testimony of CWSNC witness DeStefano and the 
testimony and supporting exhibits of Public Staff witnesses Henry and· Feasel which support the 
Stipulation, and notes that no party expressed opposition to the provisions of the Stipulation. In 
addition when the provisions of the Stipulation arc compared to CWSNC's Application and the 
recommendations included in the testimony,ofthe Public Staff's-witnesses, the·Stipulation results 
in a number of downward adjustments to the expenses-sought to be recovered by CWSNC, and 
resolves,issues, some of which were more-important-to CWSNC and,.others of which were more 
important to the Public Staff; Therefore, the Commission further finds that the Stipulation is 
material evidence to be given appropriate weight in this proceeding, along with all other evidence 
of record, including that submitted by CWSNC, the Public Staff, CLCA, and the public witnesses 
who testified at th_e hearings. 

In ,addition, the Commission finds lhat lhe Stipulation is a nonunanimous settlement of 
matters in controversy in tJ:iis proceeding and that the Stipulation resolves only .some of the 
disputed issues between CWSNC and' the Public· Staff. The Stipulation leaves the following 
Unsettled Issues to be resolved by the Commission: (I) rate of return on common equity; and (2) 
the deferral of expenses related to the installation of AMR meters in the Company's Fairfield 
Mountain.and Connestee Falls service areas. ·,~ ,. 

After careful consideration the Commission finds.that when combined with the,rate·effec~ 
of the Commission_~s decisions regarding the foregoing Unsettled Issues, the Stipulation strikes a 
fair balance between the· interests of CWSNC tb maintain its financial strength at a level that 
enables it to ·auract sufficient capital on reasonable tenns, on the one hand, and its customers to 
receive safe, adequate, reliable, and affordable water and sewer service at-the lowest reasonably 
possible rates, on the other. The Commission finds that the r~ulting ratcs-arejust.and reasonable 
to both CWSNC and its ratepayers. In addition, the Commiss-ion finds that the provisions of the 
Stipulation are just and reasonable-to-all .parties to this proceeding and serve the public interest,, 
and that it is appropriate to approve the Stipu-lation in ilS entirety. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 12-20 

Customer Concerns and Service 

The evidence supporting these findings of fact is found in the testimony of the public 
witnesses appearing at the hearings, -in the testimony of Public Staff wilne_ss Casselberry, in the 
testimony and· exhibits of CWSNC witnesses Destefano and Mendenhall, and in the verified, 
reports filed by CWSNC in response to the concerns testified to by the public Witnesses at hearings. 
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'On June 28, 2019, CWSNC fil~d.an a:pp!icalion for.a general rate increase, which was 
verified by CW~NC's Financial Planning ·and Analysis Manager. The Application state_d that 
CWSNC presently serves approXim3tely34;.915 water customers and 21,403 sewer customers in 
North Carolina. The 'Company's ,service territory .spans 38 counties in North Carolina, from 
Corolla in Currituck County to Bear Paw in _Cherokee Courity. 

The Commission· hel~ hearings throughout CWSNC1s-service territory-for _the purpose of 
receiving testimoriy from members of'the public, .and particularly from CWSNC's water and 
wastewater customers;as follows: 

Hearing Date l.ocation 

September 5,·2019 Charlotte 

September 10, 2019 Manteo 

October 8, 20_19 Boone 

October 9, 2019 Asheville 

October 14, 2019 Raleigh 

October 22, 2019 JacksollVille 

Public Wilnesses· 
William Colyer Rachel Fields, William 
Michael Wade, and James Sylvester 

None 

None 

Chuck Van Rens, Jack Zinselmeier, Jeff 
Geisler, Phil Reitano, Jeannie'Moore; Linda 
Huber, Brian McCarthy, Ron Shuping, 
and Steve Walker 

Alfred Rushatz, Vince Roy, Mark Gibson, 
andD.ivid·Smoak 

Danny C_onner, Ralph Tridico, James C. 
Krafl.,John. Gumbel, David Stevenson, and 
Irving Jaffee 

Public Staff witness Casselberry .testified that her- invest"igation included a review of 
custOmer complaints, con tac~ with the DEQ Divisiori Of Water Resources mWR) and Public Water 
Supply Section (PWSS), reView ·of Comp~y records, arid analysis of revenues at existing and 
pro.Posed_ rates. Tr. vol. 8, 78. Wi_tness·Casselberry testified that'she·.contaC:ted the·seven r_egional 
offices in·North Carolina. The PWSS-identified four water systems --Riverwood, Meadow Glen, 
Wood Tiace, and Sapp_hire Vall_ey - which required action by. ·CWSNC; DWR identified three 
wastewa_ter treatment plants·-CLMS, Carolina Traci:,.and Asheley Hills -which required action 
by CWSNC. Witness COSSelbe_rry _investigated each concern and testified that CWSNC has taken 
the necessary a(?tions·and that the Public Staff is satisfied.that the concerns reported by PWSS and 
DWR have beeO'addressed or are-in the process Of being resolved. Tr. vol. 8,.81. 

In addition, witness Casselberry testified that she had reviewed approximately 
316 consumer statements or·position from CWSNC customers received by the.Public Stuff as a 
result of this proceeding. Witness·Casselberry stated that the·service areas represented by those 
submitting statements are Belvedere (I); Brandywine' Bay (2), Carolina Pines (!), Carolina 
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Trace.(11), Corolla Light!Monteray Shores(!), Connestee Falls (48), Fairfield Harbour (33), 
Kings Grant (I), Sapphire Valley .(2), The Point (161), Treasure Cove {I), Ski Mountain (I), 
Wateiglyn (1), Woodhaven (I), and unspecified service areas (51). Tr. vol. 8, 96. She testified that 
all customers objected to the IT!agnitude of the rate increase. She indicated that public witnesses' 
primary concern was that CWSNC's request for another rate increase was filed just four months 
after it had been granted an incr~ase in rates in February 2019. Most of the customer.s in·Connestee 
Falls said there was no justification for such a large increase, that they had to-pay the base charge 
for service wheffthey were not occupying their homes, and that they experienced numerous leaks 
and boil water advisory notices over the summer. The customers in- Fairfield Harbour said that 
they were still recovering from,J-Iurricane Florence and that they could not afford an increase. They 
also stated that the water quality was poor and that they had to install individual softeners and filter 
systems. N~arly all of the customers in The Point Subdivision opposed CWSNC's proposed Pilot 
Program. Their primary objections were that (l) customers in The Point were being penalized, and 
that the block rates should apply to all CWSNC customers, (2) the average consumption did nol 
take into account.customers who live on the lake and use lake water for irrigation, the covenants 
do not allow individual Wells for irrigation, and (4) the conditions and rules for landscaping would 
increase.the average bill by approximately 30 percent if the block tiered rates were approved. Tr. 
vol. 8, 96-IOL Customer concerns were addressed in Public Staff witness Casselberry's 
supplemental testimony filed on November 15, 2019. 

Witness Casselberry also testified regarding service and water quality complaints registered 
by customers at each of the five public hearings. Tr. vol. 8, I I I. She stated that she had-read each of 
the four reports filed.by CWSNC in response to the customer concerns and COmplaints which were 
included in testimony at the public hearings. Witness Casselberry testified that .there were a few 
isolated service issues which the Company had addressed or was in the process of resolving. 

After reviewing the testimony and·complaints of the customers regarding water quality and 
hardness in the Fairfield Harbour and Bradfield Fanns service areas, witness Casselberry stated 
CWSNC should provide an estimate of the· cost of installing a central water filter system for 
Bradfield Fanns Subdivision, Tr; vol. 8, I 02--03, and the Fairfield Harbour Service Area, Tr. 
vol. 8, I 09--1 l 0, for the homeowners'' associations' consideration. 

With the exception of her recommendation for Bradfield Fanns Subdivision and .the 
Fairfield Harbour Service Area, witness Casselberry had no additional comments or 
recommendations. Tr. vol. 8, 111. She festified that CWSNC's quality of ,service is good. 
Tr. vol. 8, 111. Witness Casselberry also testified that the quality of water meets the standards set 
forth by the Safe Drinking Water ACt and iS satisfactory. Tr. vol. 8, 111. 

With regard to the concerns.expressed by customers about the Company's proposed Pilot 
Program· to test conservation ra,es in The Point Subdivision, the Commission acknowledges that 
this matter is no longer an- issue in this proceeding because CWSNC withdrew its request for 
authority to implement its proposed Pilot Program on November 18, 2019. CWSNC stated its 
withdrawal of the Pilot Program was based on the Public Staffs opposition to CWSNC's proposed 
Pilot Program in the present case and the existence of the- Commi:Ssion's generic rate design 
proceeding in Docket No. W-100, Sub 59 (Sub 59). CWSNC noted that the Company will continue 
to.actively participate in the CommiSsion's'Sub 59 generic rate design proceeding to explore and 
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consider rate design proposals that .may better achieve the Company's desire for reve_nue 
sufficiency and stability, while also sending appropriate signals· to conswners that ·support and 
encourage water efficiency and·conservation. 

Additionally, in CWSNCs November 18; 201_9'filing, the Company withdrew its request 
for the conswnption·adjustment mechanism (CAM) proposed in this proceeding. CWSNC stated 
its withdrawal for the CAM was prompted by the Commission's initiation of a rulemaking 
proceeding in Docket No. W-100, Sub 61 on November 14, 2019; the Public.Staff's testimony in 
this matter recommending that the Commission deny CWSNC's request to1 implement a CAM; 
and the Company's expectation that other water and wastewater providers will ·seek to-have input 
on the implementation of.any CAM, guidelines. CWSNC maintained that the contested issues 
concerning the requested CAM are more suitable for resolution in the generic proceeding than in 
this rate case proceeding. 

Based upofl the foregoing, and after care_ful review of the testimony of the customers at the 
public hearings,.the Company's reports on customer comments, the Public Staff's engineering and 
service quality investigation, and the late-filed ~xhibits submitted by CWSNC and the Public Staff, 
the Commission concludes that, consistent with the statutory requirements of 
N.C.G.S. § 62-13 l(b), the overall quality of service provided by CWSNC is adequate, efficient, 
and reasonable. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 21 

Rate Base 

The evidence supporting this finding of fact iS found in the verified Application and .the 
accompanying NCUC Form W-1,_the testimony of Company witness DeStefano, the testimony of 
Public Staff witnesses Feasel.and Henry;. the Stipulation, and Revised SettlementExhibits·J and II. 

The following table·summarizes the differences between-the·Company's level of rate base 
from its Application and the amounts recommended by the Public.Staff: 
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Company Per Amount Per 
Item A1m:lication. Difference Public Staff 

Plant in service $217,460,239 $20,751,845 $238,212,084 
Accum\Jlated depreciation ($55 739 157} ($2,158 186) ($57 897 943) 
Net plant in service 161,720,483 18,593,659 180,314,141 

Cash working capital 2,467,676 (62,876) 2,404,800 
Contributions in aid of construct. (40,91~,105), 645,430 (40,270;675) 
Advances in aid of construction (32,940) 0 (32,940) 
Accum. deferred income.taxes (6,699,939) 704;495 (5,995,444) 
Customer deposilS (304,114) (11,333) (315,447) 
Inventory 271,956 0 271,956 
Gain on sale and flow'back taxes (131,695) (286,116) (417,811) 
~!ant acquisition adjusbnent' (873,734) 35,856 (837,878) 
Excess book value (331) 331 0 
Cost-free capital (261,499) 0 (261,499) 
Average tax accruals 125,013 (268,211) (143,198) 
Regulatory-liability for EDIT (3,941,344) 0 (3,941,344) 
Deferred·ch!'lrges 2,252,645 (129,938) 2,122,707 
Pro forma plant 17 195 228 (17,195,228) 0 
Original cost rate b~e SlJQ ~11 Jgg $2"026 068 i1J2 ~z J6R 

On the basis of the Stipulation and revisions niade by the PiJblic Staff in its Revised 
Settlement Exhibits I and II, the Company and the Public Staff are in agreement.concerning all 
components of rate hase except for the amount of cash working.capital.'Therefore, the Commission 
finds that the uncontested adjustments to rate base recommended by the Public Staff are 
appropriate adjustments to.be made in this proceeding. 

'CWSNC and the Pilblic Staff disagree on the amount of cash working capital.to include-in 
rate 'base for :use in this proceeding due te> the urise~led issue concerning the·deferral accounting 
treatment of the AMR meter iristallation projec~ in Fairfiel_d·Mountain and Connestee Fa_lls. Based 
on ·the testimony of Company witness DeStefano,. CWSNC disagrees with the ·Public Starrs 
recommendation :to deny· deferral acco_unting treatment for the tWo AMR meter installation 
projects. As a result .of•their differing -positions concerning this issue and its effect on their 
respective "recommended level of maintenance and repair·expenS:e,.CWSNC and the Pliblic Staff 
recommen~ different amounts for cash working capital 'to include in rate base, $2,406,4 I 8 and 
$2,404;soo1 respectiVely. 

Based on the conclusions reached elsewhere in this order concerning the deferral 
accoµnting treatment for AMR meter installation projects in Fairfield Mountain and Connestee 
Falls, th,e CommiSsion concludes that the appropriate amount for cash working capital is 
$2,404,800. Consequently, the appropriate level of rate base for combined operations for use in 
this proceeding-is,as follows: 
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Item 
Plant in service 
Accumulated depreciation 
Net plant in service 
Cash-working capital 
Contributions in a.id of construction 
Advances in aid or construction 
Accumulated deferred income taxes 
Customer deposils 
Inventory 
.Gain on saJe and flow back taxes 
Plant acqu.isitioll adjustment 
Excess book value 
Cost-free capital 
Average tax accruals 
Regulatory liability for excess deferred taxes 
Deferred·charges 
fro forma plant 
Original cost rate base 

Amount 
$238,212,084 
($57,897,943) 

[80,314,141 
2,404,800 

(40,270,675) 
(32,940) 

(5,995,444) 
(315,447) 

271,956 
(417,811) 
(837,878) 

0 
(261,499) 
(143,198) 

(3,941,344) 
2,122,707 

0 
$132 897'368 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 22 

Operating Revenues 

The evidence supporting this find!ng of fact is· .found in the testimony of Public Staff 
witnesses Feasel and Casselberry, and Company witness· DeStefano. The following .table 
summarizes the differences between the CompanY's level of operating revenues under present 
rates from its Application and the amounts recommended by the Public Staff: 

Company per Amount per 
Item Agglication Difference Public Staff 

~crating Revenues: 
Service revenues $33,269,517 $582,715 $33,852,232 
Miscellaneous revenues 353,280 34,212 387,492 
Uncollectible accounts (246 348) Q4.1W mu.ru 
Total opernting revenues $33.ll6M2 ~ $33 268.5.82 

Based on the Stipulation and the revisions made by the Public Staff in its Feasel Revised 
Exhibits I and II, the Company does not dispute the following Public Staffadjustments to operating 
revenues;lrnd~r present rates: 
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Item 

Reflect proforma level of service revenues 
Adjustment to-forfeited discounts 
Adjustment to sale of utility property 
Adjustment to uncollectible accounts 
Total 

Amount 

$582,715 
10,128 
24,084 

(24 794) 

~ 

For reasons. discussed elsewhere· in this order, the Commission has found lhnt the 
adjustments listed above are appropriate adjustments to be made to operating revenues under 
,present rates in this proceeding. 

Dused on the.foregoing, the Commission concludes that the.appropriate level of operating 
revenues under present rates for combined operations for use in this proceeding is as follows: 

Item 
Service revenues 
Miscellaneous revenues 
Uncollectible accounts 
Total operating revenues 

Amollflt 
$33,852,232 

387,492 
(271 142) 

$33 968..5.82 

EVIDENCE AND CONCLUSIONS,FOR FINDINGS OF FACTNOS. 23-25 

Maintenance _and General Expenses 

The evidence for these· findings of fact is found in- the verified Application and· the 
accompanying NCUC Fbnn W~l; the testimony of Public Staff witnesses Feasel, Henry, and 
Darden; th~ testimony of Company witnesses DeStcfano and Mendenhall; the affidavit ofMattliew 
Schellinger; and the Revised Settlement Exhibits I and II. 

The following table summarizes the differences between the Company's requested level of 
maintenance and general expenses and the amounts recommended by the Pllblic Staff: 
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COmpanyPer Amount Per 
Item Application Difference Public Staff 

Maintenance E~nses: 
Salaries and wages $5,143,430 ($193,719) $4,949,710 
Purchased power 2,110,722 (7,679) 2,103,043 
Purchased water & sewer 2,171,965 47,278 .2,219,243 
Maintenance and repair 2,955,315 165,620 3,120,935 
Maintenance testing 546,264 (1,832) 544,432 
Meter reading 206,176 0 206,176 
Chemicals 713,452 (19,856) 693,596 
Trans~rtation 539,115 (4,915) 534,200 
Operating expenses 
charged to plant (615,663) (49,470) (665,133) 

Outside services - othe-r 1 219715 (28 417) 1,19[299 

Total maintenance 
expenses $)4'990 492 LW.m.l $14 897 501 

General Exgenses: 
Salaries_ and wages "$2,386;901 ($382,491) $2,004,409 
Office supplies lllld other 
office expense 569,400 (536) 568,864 

Regulatory commission 
expense 303,485 4,269 307,754 

Pension and other benefits 1,531,096 69,062 1,600,158 
Rent 392,552 (62,244) 330,308 
Insurance 664,043 118;519 782,562 
Office utilities 751,728 (4,058) 747,670 
Miscellaneous 355 931 (137,513) 218 417 
Total genernl expenses $6 955 135 ($394 993) $6 560 142 

Regulatory Commission Expense 

In his January 10, 2020 affidavit, Matthew Schellinger proVided-an amount of$519,416 for 
the actual costs incurred to date and the estimated expense to be incurred related to this rate case. 
Affiant Schellinger requested that the Commission approve total rate case costs of $1,!'69,222 to be 
amortized over five ye.ms. He stated th.it the $1,169,222 includes $649;806 for unamortized rate case 
expens~ from prior proceeding.5 plus $519,416 related to this case. Affiarit Schellinger commented 
th.it the annual amortization expense for rate .case costs for this pro·ceeding' total $233,844 
($1,169,222 amortized over five year,i). Affiant Sch_e1linger also requested thai the Commission 
include in regu13.tory commiSSion expense an annual amount of$73,911 in miscellaneous regulatory 
costs for filings.and compliance~ activities not directly related to rate case costs_. He maintained 
that these expenses are· a. direct cost of service, are not disputed, and were agree5f upon between 
CWSNC and the Public Staff in.the Stipulation. In sum, Affiant Schellinger requested that the 
Commission include a total annual amount of$307,755 in_ regulatory commission expense in 
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this proceeding, consisting of rate case costs of $233,844 and miscellaneous regulatory costs of 
$73,91 I. 

The Public Staff stated that it has reviewed the invoices and other supporting documents 
along with the rate case expense spreadsheet provided by CWSNC and found that the types of rate 
case expense in this rate case matched'the nature of the expense in prior rate cases·and the amount 
of these·expenses in the current proceeding are appropriate and reasonable to be included in this 
rate case. The Public Staff and lhe Company are in agreement that the miscellaneous regulatory 
malters costs in the Company's·books as provided in the affidaVit of Matthew Schellinger should 
also-be included as regulatory commission expense to be recovered in this rate case as a reasonable 
cost of serv_ice incurred by CWSNC. Therefore, in light of the foregoing the-Commission finds 
that it is appropriate and reasonabJe·to amortize the sum of the to1!)1 rate case costs of$5 I 9,416 for 
the current proceeding and the unamorti:2ed rate case cost balance of$649,806 from the prior rate 
cases over five years and to-include an annuaJ level of costs in the amount-of $73,911 related to 
miscellaneous regulatory matters, resulting in an annual level of regulatory commission expense 
of-$307,755 to.be recovered in this proceeding. 

On the b~!s of the Stipulation-and revisions made by the,Public Staff in Henry Revised 
Exhibit I, Feasel Revised Exhibits-I and II, and Revised Settlement Exhibits land II, the Company 
and the Public Staff are in agreement concerning all adjustments recommended by the Public Staff 
to· maintenance and general expenses except for maintenance and repair expense. Therefore; the 
Commission finds that the uncontested adjustments to maintenance and general expenses 
recommended by the Public Staff are.appropriate adjustments to.be-made in this proceeding. 

CWSNC and the Public.Staff disagree on the amount of maintenance and repair expense 
to include in maintenance and general expenses in this proceeding due to the unsettled issue 
concerning the deferral accounting treatment of the AMR.meter installation projects in Fairfield 
Mountain and Connestee 'faJls. Based on the testimony of Company witness DeStefano, CWSNC 
disagrees with the Public Staff's recommendation to deny deferral accounting treatment for the 
two AMR meter installation projects. As a result of their differing positions concerning this issue, 
CWSNC and the Public Staff recommend-differing amounts for maintenance and repair expense, 
$3,133,8821 and $3,120,935, respectively. The Company included an amountof$12,947 ($64,736 
amortized over five years) in maintenance and repair expense related to .its requested· deferral 
accounting treatment for the two AMR meter inslallation projects wliereas the Public Staff did not. 

Based on the conclusions reached elsewhere in this Order concerning the deferral 
accoimling treatment for the AMR meter installation projects in Fairfield Mountain and Conncstee 
Falls, the Commission concludes that·the appropriate level' of maintenance.and repair expense for 
combined,operations for use in this proceeding is $3,120,935. 

1 See page 160 Of the Company's proposed order fded on January: I 0, 2020, in these dockets which includes 
the agreed-upon pro fonna adjustments per the Stipulation and CWSNC's recommendations oonceming- the two 
unsettled issues in this rate case. 
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Based upon the ·foregoing, .the Commission concludes that the appropriate. level of 
maintenance .and .general expenses for combined oper0.:tfons for use in this proceeding are 
as follows: 

Item 
Maintenance Expenses: 
Salaries and wag~ 
Purchased power 
Purchased sewer 
Maintenance and repair 
Maintenance testing 
Meter reading 
Chemicals 
Tr~portation 
Operation exp. charged to plant 
Outside services - other 
Total maintenance.expenses 
General Expenses: 
Salaries and wages 
Office supplies aJ!d other ofliceµpense 

Regulatory commission expense 
Pension and-other benefits 
Rent 
Insurance 
Office utilities 
Miscellaneous 
Total general expenses 

Amount 

$4,949,710 
2,103,043 
2,219,243 
3,120,935 

544,432 
206,176 
693,596 
534,200 

(665,133) 
I 191 299 

$14-&97 so· 

$2 004 409 
568;864 

307,754 
1,600,158 

330,308 
782,562 
747,670 
218'4i7 

$6"560 142 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 26-27 

Storm R~~rve Fun_d and Normalized Storm Damage Expense 

The evidence for these fif!dings of fact is .found. in the verified Application and the 
accompanying NCUC Form W-1, the testimony of Public Staff witnesses Feasel·and Henry, and 
the Stipulation and Revised Settlemerit Exhibits I !ind II. 

In the Company's AppliCation,. it requested to establish a stonn reserve fund to support 
extraordinary O&M costs resulting from damages sustained in severe storms such as HUJTicane 
Florence. CWSNC witness DeStefano testified that CWSNC proposesto create a monthly, flat 
surcharge for each active customer's water and' Sewer service bi_ll until the reserve threshold of 
$250,000 is reached. Witness DeStefano commented that CWSNC proposed to collect a:monthly 
surcharg~ of $0.42 per customer per month based on the threshold of $250,000. In addition, this 
is the first general rate case proce_eding in which CWSNC seeks Commission approval of a 
nonnalized level 0fstonnexpenses to be included in base rates. In NCUC'Fonn W-1, Item 10, 
Schedule 24, tJ:ie Company used three years (2016--2Q18) to calculate the overage stonn cost 
requested to be recovered in this rate·case. Witn.ess_DeStefano maintained that the storm reserve 
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fund would only be utilized if the Company's storm costs for the last 12 months exceed the level 
of normalized storm expenses included in the·base rate revenue requirement. 

Public Staff witness Henry testified that in addition to the storm reserve fund, CWSNC 
applied to include in rates a normalized level of stonn expense calculated using a three-year 
average of actual storm expenses incurred, excl_uding Hurricane Florence expenses. Witness Henry 
stated that ten years has historically ~een used to calculate the average storm cost because a ten
year time period would include some years in which storm costs were high and others in which 
they were low, resulting in a more reasonable average than that which would result from using 
only the three most recent years. Additionally, witness Henry stated that using a ten-year time 
period has been approved by the Commission in prior·decisions. For the reasons set forth in his 
prefiled testimony, witness Henry recommends that lhe Commission deny CWSNC's request for 
a storm reserve fund. In the Stipulation the Company agreed to rescind-its request to implement its 
proposed storm reserve fund and also agreed to the Public Stairs use of a ten-year average for 
storm costs. The Stipulating Parties have agreed to a normalized level of storm expenses in the 
amount of $34,567, to be included in maintenance and repair expense. 

Therefore, in light of the foregoing the Commission concludes-that it is appropriate and 
reasonable to continue its historical p·ractice. of using a ten-year time period as the standard for 
calculating average annu;ilized storm costs to be recovered in the·Company's.rates as an.ongoing 
level of expense. Consequently, the appropriate annual level of normalized storm _costs that should 
be included in CWS_NC's rates in this proceeding is $34,567, as·set out in the Stipulation. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 28-30 

Hurricane·Florcnce Expense 

The evidence supporting these findings -of fact is found in the' Company's Petition for 
Accounting Order in Sub 363, the testimony of Company witness DeStefaflo, the testimony of 
Public Staff witnesses Henry and Feasel, the Stipulation, Settlement Exhibit I, and Revised 
Settlement Exhibits I and II in Sub 364. 

On January 1-7, 2019, CWSNC filed a Petition for an Accounting Order to Defer Unplanned 
Incremental Hurricane.Florence Storm Damage Expenses, Capital Investments, and Revenue Loss 
in-Sub 363 requesting an accounting order authorizing it to establish a regulatory asset and defer 
until the Company's next general rate case costs incurred in connection with damage to the 
Company's water and wastewater systems resulting from the impacts of Hurricane Florence. 
Additionally, the Company sought Commission approval to defer O&M c6sts, lost'revenues, and 
depreciation expense on its capital investments. According to the Sub 363 Petition, CWSNC's 
facilities suffered extensive damage due to the storm, particularly in the coastal region of the 
Company's service territory. 

CWSNC stated that it incurred extraordinary, unplaflned operating and· capital costs, as 
well as. lost revenues from customers·who were forced to-disconnect their service due to damage 
to their homes. Additionally, the Company provided invoices to the Public Staff showing that it 
has incurred, to date, $146,773-in stonn-relatcd incremerital O&M expense~, $582,570 in capital 
investments, and $46,320 in estimated revenueiloss. In its comments filed on.April 4, 2019, the 
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Public Staff did not object to CWSNC's recovery of a substantial portion of its 2018 verified stonn 
O&M costs and deferral accounting treatment for the incre[!lentrrl O&M costs related to Hurricane 
Florence; however, it opposed CWSNC'.s request to defer _depreciation expense associated with 
the Company's capital investments and lost revenues. Additionally, the Public Staff recommended 
that the amortiz.ation period begin as of October 2018,-the date of the storm, and not begin with 
the effective date of the Company's next general rate case, which is the instant case, Sub'364, filed 
on June 28, 2019. 

After considering prior-cases and the' tests applied by the Commission, the, Public Staff 
determined that "the damage to CWSNC's system from Hurricane Florence was greater than that 
caused by any other stonn in' the Company's history, which will affect the Company's rate of 
return on common equity. The Public Staff co_ncluded that this is an exceptional circumstance 
justifying some defenal of costs." Pub_lic Staff's Sub .363 Comments. However, ,in opposing 
CWSNC's request to defer depreciation expense associated with the Company's capital costs and 
lost revenues, the Public 'Staff cited the COmmisSion's ·oi'der in the last Duke Energy Progress, 
LLC. (DEP), general rate-case; Docket No. E-2, Sub 1142, where,DEP's request for deferral of 
depreciation expense, return on the,undepreciated balance Of capital costs, and the carrying costs 
on the entirety ofthe·deferred costs was denied. 

The Public Staff, therefore, I'ecommends·the following: 

(a) that the Commission approve a deferral of $146,773 in 2018 Hurricane Florence 
storm O&M expenses, but no deferral of CWSNC's depreciation expense or lost 
revenues; 

(b) that CWSNC be required to amortize,the costs deferred Over a_three-year period 
beginning in October 2018; 

(c) that upon final determination of the-actual amount of costs of Hurricane Florence 
the Company be required to file a final accounting of .said costs with the 
Commission for review'and approval; 

(d) that approval of this accounting procedure is without prejudice to the right of any 
party to take issue with- the amount of of the ratemaking treatment accorded these 
costs in any future regulatory proceeding; and 

(e) that any applicable insurance·proceeds received by CWSNC will be used to offset 
the defetred O&M expenses. 

As shown in Settlement Exhibit I, w_itness Feasel calculated a total deferraJ amount of 
$146,773 for the incremental O&M costs related to the 2018 storm costs with-an amortization 
period of three years beginning in October 2018,. using the procedure recommended by witness 
Henry. The Company. and the Public Staff agree to the amount of Hurricane Florence storm-related 
costs included in Settlement Exhibit I as noted in the Stipulation. 

The Commission finds and concludes that it is just and reasonable for the Company to 
receive deferral accounting treatment for the incremental O&M costs amounting to $146,773 in 
HUITicane -Florence- stonn costs and that these costs should be amortized over three years. 
Consequently, it is appropriate to include in CWSNC's maintenance and repair expense Hurricane 
Florence stonn-related costs in the amount of$48,924, as set out in the Stipulation. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 31-41 

Deferral of WWTP ·Projccts and AMR Meter Installation Projects 

The evidence .for these findings of fact is found in the record of Sub 365, including the 
initial comments of the Public Staff and the reply comments of the Company; the testimony of 
Company witnesses Destefano and Mendenhall; 'the testimony and exhibits of Public Staff 
witnesses Henry, Feasel, and Junis; the Stipulation, and Revised Settlement Exhibits I and fl. 

S111n!'1ary of die-Evidence 

On June 28, 2019, contemporaneously with the Sub 364 rate ~ase applicatii;,n, the Company 
filed a Petition for an Accounting Order to Defer Post-In-Service Depreciation and Financing 
Costs Relating to Major New Projects in Sub 365. 

On September 20, 2019, the Public Staff filed comments, and on October 21, 2019, 
CWSNC filed reply comments. On Ncivember'l5, 2019, the Company filed a motion to consolidate 
the Sub 365· docket with the Sub 364 rate case proceeding, wliich was granted by Commission 
order dated November 19, 2019. 

In its Sub 365 petition, CWSNC describes four major new projects that were in progress 
and would be placed in service after the close of the test year but ·during the pendency of this 
general rate case proceeding. The Company requests authority to defer the incremental post-in
service depreciation expense and financing costs of those projects and_ then to recover those costs 
in the rates approved in Sub 364, amortized over a five-year period. The four projects are: 

(a) Connestee Falls WWTP in Buncombe County; 
(b) Nags Head WWTP in Dare County;, 
(c) Fairfield Mountain AMR meters installed in Transylvania County; and 
(d) Connestee Falls AMR meters installed in Buncombe County. 

CWSNC witness DeStefano's testimony explained that the accoW1ting and cost recovery 
treatment of these projects would have a material impact on the Company's ability to ,earn its 
authoriied return from its last rate case. The Company requests deferral of incremental post-in
service depreciation expense and financing costs on these four projects from their respective in
service dates until the projects are included for recovery in base-rates in this-case. 

Company witness Mendenhall described the four projects. He stated .that the Con·n~stee 
Falls WWTP project involved the installation of a «sequencing batch reactors" treatment facility 
which replaced a 300,000 gallons per day (gpd) concrete plant installed in the early 1970s. He 
noted that the plant is located in the moW1tains and exposed to winter weather, including cold, ice, 
and snow. These conditions led to the serious erosion of exposed areas of concrete, most 
significantly the above-the-waterline walls and walkways, due tq years of "freeze/thaw" cycles. 
Witness Mendenhall maintained that the.concrete deterioration had reached the poinl:of"end of 
life" of the asset and that the old plant presented a high risk of failure. He.stated that the build-out 
needs of the.community require 460,000·gpd of wastewater treatment capacity and that the new 
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plant was .built adjacent to µie existing plant. He commented that the cost of ,the project was 
$7,177,326 and that it was placed,in-service on July 31,.2019. 

Witness Mendenhall testified' that the Nags_ Head WWTP project consisted of the 
installation of.a new membrane treabnent-facility to allow for effluent clis.PosaJ below pennitted 
nitrate le','.els in groundwater mo~itori_ng ·wens. He explained that: the purpose Of this project was 
to modify the existing Aeromod 0.400 million gallon per.day (mgd) plant w_ith membrane filtration 
to provide reuse-quality effluent to meet groundwater ,nitrate and total dissolved· solids (IDS) 
compliance testing limits. Witness· Mendenha11 noted that in- 2018, the Division of Water 
QuaJity, DEQ, issued a Notice of Violation requiring tpe plant to comply with current groundwater 
testing limits ·or 500 mg/L_ fot TDS and 5 'mg/L for nitrates. He stated that the previous plant rilet 
the. wastewater .treatment_ plant effluent limits- but was unable to meet the newly 
imposed groundwater limits for the moriitoring wells. Witness Mendenhall maintained that had the 
new facility not'been constructed, the risk of imposition of severe penalties or a consent decree 
was· high. He.noted.that the cost of the project was-$6,876,116, and it was placed in-service-on 
May31,2019. 

Witness Mendenhall further stated that in 2019, CWSNC;continued to.expand-its AMR 
meter footprint in its-mountain systems. He commented that approximately 2,500 AMR rtjeters 
were installed in the CoMestee Falls and Fairfield Mountain S,ubdiviSions. Witness,Mendenhall 
testified, that benefits of AMR meter te_chnology to Custorilers and 'the Company include: .(1) 
customer satisfaction with data and billing accuracy; (7) improved customer service; (3) reduction 
in re-read/re-billing; (4) employee safety, especi81ly during haiardous weather events_; (5) 
replacement of inaccurate meters-which can improve n_on-reveriue wa~er percentages; and (6) 
customer interaction with respect to.personal consumption habits and trends. He noted that while 
AMR technology would be beneficial to CWSNC.Customers·.across the state, the mountain area 
systems, in particular, benefit due to the extreme weather events.and related safoty hazards that are 
comm6n in- this region. Witness Mendenhall testified that the •CoMestee Falls and Fairfield 
Mountain AMR meter installatioQ projec_ts were· complei~d· by July 31, 2019, at a -total cost 
of 880,209. 

At the time this rate case and CWSNC's·deferral accounting Petition were filed Company 
witness DeStefano estimated that implementing_these foUr projects would create a'material drag 
on the··consolidated COmpany.'s eame_d rate of return on common equity of 193 basis points. 
Witness Destefano testified-that the Company included in its rate case·filiri.g both a calculation Of 
the deferral balances and proposed amortizations of the deferrals, as well as a pro fonna adjusbnent 
relating to O&M savings that will result from the implementation of the· AMR meter projects 1 . 

Public Staff witness Dardeh confinned in her-testimony that the-Company included in .this rate 
case proceeding a pro fonna adjustment of:$21,000 to remove th~ meter reading expense for.the 
Fairfield Mountain and Connestee Falls water systems because AMR meters,do not require ah 
operator to read each meter individually. 

1 See NCUC Fonn W-1, Item 10,Schedutes i6 and 34, filed June 28,2019. 
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According to Public Staff witness Henry, all of the foregoing projects were completed and 
in service as of the date of the expert witness hearing as verified by Public Staff witness 
Casselbeny, and final invoices were reviewed by the Public Staff. Tr. voL8, 172. 

In its Sub 365 comm~nts, the Public Staff recommended that the requested deferral 
accounting treatment with respect to the cost of the WWTPs at Nags Head and Connestce Falls be 
granted and that the requested deferral accounting lreatment with respect to the AMR meters 
installed in Fairfield Mountain and Connestee Falls be deni_ed-in its entirety. 

The Public Staff commented that in its Order Approving Deferral Accounting with 
Conditions in Docket No. E~7, Sub 874, the Commission stated: 

[T]he Commission has historically treated deferral accounting as a tool to be 
allowed only as an exception to the general rule, and its use has been allowed 
sparingly. That is due, in pfil\ to the fact that deferral accounting, typically, 
provides -for the future recovery of costs for utility services provided to ratepayers 
in the.past.; and ... the longer the deferral.period, the greater the likelihood that the 
ratepayers who are ultimately required to pay rates including the deferred charges, 
which are related to resources consumed by the utility in ·providing services in 
earlier periods, may not be the same ratepayers w_ho received Ute services. The 
Commission has also been reluctant to allow deferral accounting because it, 
typically, equates to single-issue rate making for the period of deferral, contrary to 
the well-established, general ratemaking p~nciple that all items of revenue and 
costs germane tO"th~ ratemaking and·cost-recoveryprocess should. be examined. in 
their totality in determining the appropriateness of Ute utility's existing rates.and 
charges. 

Order Approving Deferral Accounting with Conditions, Petjtion·_o/Duke Energy Carolinas, LLC, 
for an Accounting Order to Defer Certain Environmental Compliance Costs and the Incremental 
Costs Incurred From the Purchase of a Por/ion of Saluda River's Ownership in the Catawba 
Nuclear Station, No. E-7, Sub 874, at 24 (N.C.U.C. Mar. 31, 2009) (DEC Sub,874 Order). 

In addition the Public Staff noted Utat in its Order Approving in Part and Denying in Part 
Request for Deferral Accounting in Docket No. E-7, Sub 1029, the Commission stated; "In 
determining whether to allow deferral requests, Ute Commission has consistently and appropriately 
based its.decision on whetjier, absent deferral, the costs in question would have a material impact 
on the company's financial condition, and in particular, the company's achieved level of earnings." 
Order Approving in Part and Denying:in Part Request for Deferral Accounting, Petilion·ofDuke 
Energy Carolinas, LLC, for an Accounting Order to Defer Certain Capital and Operaling Costs 
lncurr(fdfor the AdvanCed Clean Coal Cliffside Unil 6 Steam Generating Plant, the Dan River 
Natural Gas Combined Cycle Generating Plant, and the Capacity-Related Modifications at the 
McGuire Nuclear Generating Plant, No. E-7, Sub 1029, at 12-13 (N.C.U.C. Apr. 3, 2013). 

Thus, the Public Staff maintained Utat the Commission's receptivity to deferral requests-is 
not unlimited or without regard for traditional ratemakingprinciples. Rather, the Public Staff stated 
that Ute Commission requires a clear arid convin,cing showing that the costs in question were of an 
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unusual or extraordimuy nature and that, absent deferral, the costs for which deferral was requested 
would have a material impact on the CoIIJpany•s·financial condition. 

In detennining whether to gr!lflt a deferral request the Public Staff noted that the 
Commission analyzes the impact the costs would have on currently achieved earnings of the utility. 
The Public Staff stated that the appropriate te:st·and criteria are as follows: 

The impact on earnings, typically, ·has been measured· and assessed in terms of 
ROE, considered in conjunction with (I) the return on equity (ROE) realized and 
(2) the company's currently authorized ROE. Also ... current economic conditions; 
the Company's need for new .investment capital; and the impact -that the 
Commission decision will have on foture.availahility and cost of such capital are 
also relevant to the appropriate resolution of matters of this nature. Additionally, 
whether the company has requested or is con_teri1plating requesting a general rate 
increase and the-timi[].g, or proposed timing, of the filing of such a request is also 
pertinent. 

DEC Sub 874 Order at 26. 

The Public Staff stated in its Sub 365 comments that it had evaluated the deferrals requeste4 
in CWSNC's petition against the ·above criteria Based on these criteria and other Commission 
decisions, the· Public Staff'supported deferral accounting treatment for the costs related to the 
WWTP projects at Nags Head and Connestee·Falls; The Public Staff based its recommendation·on 
the fact that(!) costs for the wwrPs were related·to major construction projects that, at the time 
the Sub .365 comments were filed, were not yet in service but expected to be completed and in 
operation prior to the date of the expert witness hearing in this general rate case; (2) the deferral 
accqunting request was made contemJ)oraneoUSly with the filing of the rate case-application; and 
(3) the deferral period would not be so long as to cause undue concern that the ratepayers who pay 
rates including the deferred WWTP costs duririg the deferral period may not be the same ratepayers 
who receive service from the WWTPs. Sub 365 Comments at 6-7. Additionally, the Public Staff 
stated that "the impact of the-costs, if not deferred, on the Company's rate of return on common 
equity of 9.75% approved in the Sub 360 Rate ·case, will be significant. Without deferral, the 
Company's earnings can be expected.to decline due to the WWTPs becoming plant in service." 
.Jd. at 7. Thus, the Public Staff Contended that the WWTPs at Nags Head and Connestee Fails 
presented the kind of circumstances· in terms of n_ature, impact, and timing for which deferral 
accounting treatment is appropriate. 

Moreover, as evidenced by the Stipulation filed on November 27, 2019, the Company and 
the Public Staff are in agreement that the Company's request to defer incremental post~in~service 
depreciation expense and financing costs of the WWTPs at Nags Head and Connestee Falls is 
appropriate and have agreed that the Company should be authorized to defer its costs of$1,098, 778 
related to its WWTPs, and these costs should be amortized over five years, for an annual amount 
to be included in rates of$219~756. 

With respect to the Public Staff's recommendation that the Commission deny deferral 
accounting treatment for the AMR meters installed in Fairfield Mountain and Connestee Falls, the 
Public Staff stated it used the same criteria for evaluating the· Company's request for deferral of 
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the WWTPs and th~ AMR meter costs and concluded that·CWSNC's request for 4eferral of the 
AMR meter costs should be denied. Witness Henry _contended that CWSNC failed to make a,clear, 
complete, and convincing sh Owing, in view of the entire record; that the Costs of tht? AMR meters 
are·of an unusual or-extrao_rdinary nature and, absent deferral, will have a material impact on the 
Company's financial condition.-ln his direct-testimony, .witness Heriry referred the COmmission to 
the Public Staffs init_ial comments filed on September 20, 2019 in Sub 365. 

In its Sub 365 initial comrilents, the Public ·staff contended ttiat meter replacement of any 
kind (AMR, AMI, traditional, etc.) is ilot an e~traordinary or unusual proje9t but .should be 
considered rou_tine and as part of a properly planned- and managed meter replacement program. 
The Public Staff stated that water meters have an industry recogniz.ed 10- to 20-year useful life 
before degradation of functionality arid accuracy necessitate replacement. Additionally, the Public 
Staff stated thatCWSNC has water meters in service that-range in age and.condition, and that it is 
not unusual for a water and seWer utility to undertake, di.iring.one time,period, to replace.a large 
number of aged meters in an entire subdivision or. service area because doing so promotes 
efficiency of time ;µid cost. Due to,the nature of meter replacement being an expected and usual 
occurrence, ·the Public Staff stated that.,the only different or unusuaJ aspect of the Company's 
replacement.project is the increased cost of the nevi AMR meters over the cost of analog meters. 
The ·Public Staff further noted that although the Company stated that the upgraded technology Will 
benefit the·Company-and .the.custQmers, the Company's decision'to upgr.ide does not chailge the 
nature of the typical and expected meter replacement project The Public Staff maintained ·that the 
increased cost of_AMR-meters and the number of meters replaced is the- result•of management
decisions within CWSNC's control and a failure of the Company to implemeq.t a system;itiC and 
measured meter replacement program. 

On cross-examination witness Henry confiil!le.~ t~at. the Public 'Staffs accounting 
investigation did not raise.any prudency issues with-respect to the costs incurred by the Company 
to complete the AMR meter installation projects, that the-Public Staff did not recommend any 
significarit-disallowance of any•part of these costs for-ratemaking purposes, that this is the third 
rate·ease·in which the Company has'included costs-for AMR metCrs.for its mo!,Jritain_ systems, and 
that the Public Staff did not t:aise any objections. or questions about the p_rudency of the installations 
or of the costs of prior AMR meter installations in the previous two cases. He also agreed that 
deferred·accOunting is one way to address the issue of regulatory lag faced by a utility. 

Further, witness Henry agreed that-the $22 million in "additional investment ma:de by the 
Company since its last rate case is a significant amount ofinvestment of capital forn company the 
size ofCWSNC.and that those investments result in regulatory lag; depending on the timing·ofthe 
investrnents·and when those investments are incorporated for recovery in rates. He.also updated 
his estimate of earnings erosion that would occur if CWSNC's-request for deferral of costs related 
to AMR meter installation projects iS denied based upon the COmpBily's updated project costs. He 
testified thai the Company's rate of return on common·equity,.for the Unifonn Water Rate Division 
would be negatively impacted by 24 basis points if the Commission denies deferral accounting 
treatment for the AMR meter installation projects. Witness Henry testified that he added i:he AMR 
meter installation-projects to·the rate case model that-was used·to calculate the gross revenue and 
Overall-rate of return aJiowcd by the Commission in the Sub 360.Rate On:ler. With~ss Henry stated 
that by including the AMR meter installation projects in that model for the Unifonn· Water Rate 
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Division the rate of return on common equity granted in .the Sub 360 case was decreased from 
9.75% to 9.51%, a decrease of24-basis points. Tr. vol. 8, 180. Witness Henry maintained that it 
was appropriate to evaluate the rate of return on common equity•impact at the Rate Division level 
because •CWSNC has four separate rate divisions: Unifonn Water, Uniform Sewer, BF/FH/fC 
Water, and BF/FH Sewer. He stated .that each of these rate diyisions has a separate rate base, 
revenues, expenses, and· rate of return. Tr. ·vol. 8, 217-18. Witness Henry further stated that rates 
have not been estaQ!ished on a total company bUSis in this rate case nor in prior rate cases filed 
byCWSNC. 

Witness Henry agreed that, in addition to the basis point impact on rate of return on 
common equity, the Commission has considered the actual earned rate of return on common equity 
of the utility requesting deferral accounting when addressing whether non-deferral of project costs 
would have a materiill negatiVe impact on a company's financial condition. Further, he agreed that 
the Commission considers _deferral requests on a case-by-case basis. 

On cross-examination Public S~tf witness Junis expanded upon witness Henry's 
conclusion that the Company's-AMR meter installation projects did not meet the Commission's 
criteria for deferral accounting. He maintained that the projects were not'unusual or.extraordinary 
because they were the result of a business choice by the Company to insta11 AMR meter 
technology. Tr. vol._ 8, 191. He stated that the Company cot.ild have installed traditional..meters 
rather than AMR meters. Witness Jun is testified that meter replacement should be a part of nonnal 
business. Further, he stated tbat AMR meters are not providing service to customers or improving 
service to customers and thus they are not'integral'to providing,service. Tr. vol. 8, 198. Witness 
Junis distinguished AMR meters from new electricity generation investments or wastewater 
tre_atment plant investments, ~tating- that the latter are integral to providing quality service. Id. 

Witness Junis discounted CWSNC's claim that the Company is undereaming because the 
undereaming took place primarily under previously set' rates, before the current' rates were 
established by the·last rate order in SubJ60. Tr. vol. 8,205. Witness Junis contended that for this 
reason, the test period would not be .the "proper window to locik at when con_side:ring are they 
under-earning or over-earning''· for purposes of the Commission's test to determine whether 
deferral accounting is appropriaJe. Tr. vol. 8, 20$--06. He-testified that the-utility decides when it 
files rate cases; the Company's management decides how much consequence of regulatory lag it 
can accept and financially tolerate between rate cases. Tr; vol. ·8, 195. 

On cross-examination, witness Junis acknowledged that the Public Staff's position is that 
AMR meter installation projects are not eligible for cost recovery in WSIC proceedings because 
the WSIC statute calls for "in-kind" replacements. Witness Juriis testified that the Public Staff does 
not consider AMR meters as in-kind with-regard to differing kinds of meters. Tr. vol. 8, 195-96. 
He further testified that both deferral accounting and the WSIC and SSIC statute minimize 
regulatory lag for cost-recovery purposes. He agreed that the fact that the AMR meter installation 
projects do nQt qualify for WSIC treabnent is worth considering in the context of a deferral 
accounting-request. However,.he testified that it should not be a major. factor in the determination 
and ultimfltely this fact did not change the Public Staff's position that deferral should be denied. 
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Witness DeStefano presented rebuttal testimony explaining the appro"priateness of deferral 
accounting trealment for th_e Company1s two AMR meter insu.illation projects .. First, .he testified 
that major technological upgrades such as the Company's AMR meter projects are the type of 
projects for which deferral accounting is appropriate. He noted that the _Company's AMR meter 
program involves the mass replacement and technological upgrade ofaged analog meters in-certain 
targeted geographical areas, as opposed to the typical individual meter replacements that occur due 
to aging ·or damaged individual meters. He emphasized that this AMR meter program differs 
dramatically from individual and routine meter replacements in scope, scaJe, purpose, and financial 
impact. Witness Destefano genera11y testified that the large-scale meter_ replacement at issue was 
undertaken to improve service.through efficiencies, safety, and advanced technology, and that the 
project benefitted customers by saving some costs associated with manual meter reading and 
reducing system water IOss. He further testified that the Company would face significant adverse 
impact if either-the four projects subject to the petition to defer or the AMR meter projects alone 
were not afforded deferral accounting treatment. He explained that the Company's current overall 
rate of return of7.75% authorized by the Commission'in Sub 360 was not being achieved.and that 
the Company's consolidated actual earned overall return during the test year for the instant rate 
case was only 3.69%. 

Witness DeStefano maintained that the Public Sta.frs proposed rejectiop of deferral 
accouriting for the two AMR meter installation projects, as well as the inability of the Company to 
recover the costs of depreciation and a return on the full investment of AMR meters in a WSIC 
filing, has the effect of significantly penalizing the Company through denial of timely cost 
recovery for. investments in modernizing its water system operations. Witness DeStefano 
contended that iFthe Company's cost-recovery for AMR nieters is,Jimited solely to a final decision 
in a genera] rate case, with no interim deferral accounting, the Company's earnings will be 
materially affected to its detriment. He reported that ~th,~r state regulatory commissions have 
authorized deferral accounting in connection with meter replacemen_t projects although he did not 
state whether such deferrals related specifiCally to the deferral oF post-in-service depreciation 
expense and carrying costs from the AMR meter replacement projects in-service dates ·until the 
projects are.included for recovery in base·rates as requested by CWSNC in its petition. 

Witness Destefano-urged the Commission to consider the collective financial impact of 
the four projects, noting that the Commission has· previously considered projects on a collective 
basis when making deferral accounting detenninations. Witness DeStefano commented that in the 
DEC SUb ·874 Order, the Commission authorized a utility to use deferred accounting combining 
costs for two projects, wherein it allowed deferral accounting, for both an environmental 
eompliance cost project and the purchase of a-portion of a nuclear facility on the grounds that the 
authorized rate of return on common-equity would be eroded due to the rate of return on common 
equity impact of costs of 114 basis points - 67 for the environmental costs apd 47 points for the 
facility purchase. In,its reply comments CWSNC maintained that when considering the four major 
new Projects together, the financial impact to the total Company ·earnings would be materially 
adverse, having a rate of return on common equity impact of 187 total basis points. 1 

1 See updated Schedule I attached to CWSNC's reply comments filed on October 21, 2019 in Sub 365. In 
its Petition filed on June 28, 2019 CWSNCcalculated a rate or return on common equity impactofl93 basis points for 
the four major new projects on a total Company basis. 
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Finally, witness DeStefano- argued that_-even if the Commission were to evalilate the 
WWTP and the AMR ITl_eter projects separately, the rate of return on common equity.impact of the 
AMR meter costs-would still have an adverse material effect on the Company's earnings, and, 
thus, deferral accounting for the meter· projects is merited - .particularly given the Company's 
current undereaming position. Witness DeStefano stated·thatgiven the Company's size and cwrent 
underearning status, a 20::-basis point AMR meter impact fOr the Uniform Water ~ate Division1 is 
unquestiom;1.bly material to the Company. 

During cross-examination Company witness DeStefano w~·questioned about Pi,i.blic Staff 
DeStefano Cross-examination Exhibit·l, Which cohtained witnessneStefano!s responses to Public, 
Staff Data Request No. 81. Witness DeStefano confirmed that the Company had sought and, 
received rate recovery in its Docket No. W-354, Sub 344 (Sub 344) rate· case for AMR meter 
installation projects that.occurred in 2015 in seven-systems. The cvidence·presented corifirrned 
that the Company's Sub _344'rate increase inc!Uded the costs of 1,157 AMR meters for a total cost 
of over $1-.2 million,,and in the CciiTipaily's·Sub-356 rate case, CWSNC received rate recovery for 
AMR meter installation projects in_ ~ee systems, including·2,440 meters, for a total,~Ost of over 
$1.8-million. Tr. vol. 9, 158-59. Witness DeStefano also confim1ed that the Company planned to 
complete eight similar piyjects over the next four years, including nearly 4,000 AMR meter 
replacements. -Witness DeStefano -~her·confirmed that the•Company has already completed ten· 
AMR meter ptojects, including-3;597 ineters at a total capital cost Of over $3·million,.prior to the 
-two projects presented in-this·case at a cost ofless,than $900,000. 

Upon further questioning by the PubJic Staff witness DeSt~fario explained why CWSNC 
requested deferral accounting for two AMR meter projects at issue, but_not for its previous.AMR 
meter projects.He explained·that the AMR meter proje_cts Currently being made are.part of a much 
larger overall capita] investment by the Ci:,mpany. He noted thilt in prior years overaJI capital 
investments· made by the Company were in the $10· Illillion- per year range, versus $20 million 
invested in the current year. As.a result, according·to witnes~ DeStefano, the deferral· accounting 
request is due in part to the additional regu]atory Jag impact being-experienced by the Company 
beyond the impact of the AMR meter projects alone. Additionally, fo~ testified thlit-the two AMR 
meter·fostallation projects for which: deferral accounting !)'eatment is cwrently n;:quested are larger 
than every meter system previously installed. 2 He explained that installing AMR meters in these 
two systems in lhis one year and trying to gain the efficien_cies of completing lhe projects this year 
increases the. financial implications to the Company.'·and-the significance of the projects to the 
Company. In summary witness DeStefano testified th3!-with th~ magnitude of the" capital spending 
CWSNC anticipates over the next few years .to ·ajdress_ aging system needs, the Company is 
looking.for ways to mitigate th_e effect ofregu}iitoiy lag on'eamed retutns. 

1 During the expert-witness hearing. witness DtStefano agreed with Public Staff witness Henry's calCulation 
ofa 24-basis point negative impact oil CWSNC's earned raie ofretti:m on common equity for the Uniform Water Rate 
Di vi Si on if deferral accounting treatnient for the AMR meter projects is not approvedby the Commission. 

2 Company witness Mendenhall added that the 2,500,AMR·meters al issue representabout40% of the total 
AMRmeters'installed and-about 8% ofCWSNC's tota1 meters in service·in the State. 
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Discussioti a11d Co1'clusions 

In its Sub 365_ Petition CWSNC has requested· that the Commission enter an' accounting 
order allowing the Company·to defer certain post-in-service costs that were incurred.in connection 
with two WWTP·projects and two AMR meter installation projects. The related costs.for which 
the Company seeks deff:rral include the incrementaJ post-in-service _depreciation expense and·cost 
of capital (financing costs) from-their respective in~service dates until the projects are'included for 
recovery in base rates in this case. According to the evidence of record, the amounts ofsuch•costs 
with respecuo the WWTP projects and the AMR ineter installation projects are $1',098;778 and 
$64,736, respec;tively. The·Company contends.that the.financial impact of these costs is material 
and would, ·absent deferral, equate to a significant basis point reduction .in·.the,Company's rate.of 
return on conimon equity. EVidence submitted by the Public Staff confmned ,th~t.such projects 
when included in plant in sel'Vice,would individually equate to a 434-basis point rate of return on 
common-equity teduction for the WWTPs and-a ~-basis point.rate of return on comm_on equity 
reduction for the AMR meter-installation projects for the·Unifonn Sewer Rate Division and the 
Uniform ·Water Rate Bivision, respectively. No party has Suggested that either: the WW.IP projects 
or the AMR meter installation projeC:ts·are impri.Jd~nt in any way. Moreover, the Company and-.the 
Public. Staff are in .agreement regarding the amount of costs incli.Jded in plant in service in this 
proceeding'for the WWTP·p_tojects:and the AMR meter installation proj~cts. 

Under the Company1s·proposal the costs.in question1would not be Charged against reveriues 
realized during the accounting period-in which the costs were actually incurred: Rather, such costs 
would be deferred and·.accumulated in a regulatory asset account.-As-a result, the deferred costs, 
in effect, would be specifically resetved for recovery prospectiVely ., The period over which the 
costs would be accumulated-in a regulatory asset account "".Ould begjn when the assets were placed 
in service and end on the date the Company is authorized to, begin chargirig rates\reflecting _the 
inclusion of the, WWTPs and the AMR _meter installatiOn projects in CWSNC?s water and 
wastewater cost of service. Consequently, approval of CWSNC's deferral ·and -cost recovery 
proposal would ultimately result in a level of rates, to be charged ·prospectively, that' would 
specifiCally inclutle an alfowance,providing for the recovery of the present'deferred costs. On the 
other hand; if the request for deferral is denied, the COmpany would then Pe required to recognize 
the costs.for which·it seeks deferral as items of expense iirthe.period in which they were incurred. 
In this instance, the·Company-would then be required to recognize those costs during a period in 
which it coniends-it-is already significantly-under-recovering-its Commission-authorized return. 

Deferral accotintjng should o'nly be used sparingly as an,_exception to the general ru_le that 
all items of revenue and costs gcnnane to the ratemaking and· cost-recovery process should, be 
examined in their totality in detennining the appropriateness of the utility11> ex:isting rates and 
charges. DEC Sub 874.0rd_er at 24. Defe_rral is not favored, in part,-:1:?ecause.defcrral accounting 
typically provides for the future recovery of costs for utility services.provided to ratepayers in.the 
past. The Commissioff has· also been reluctant to allow defenaJ accounting because it- typically 
equates to-single-issue ratemaking for the period of defenaJ. -Id The Commission-acknowledges 
that considering an increase in one or a few expense items in isolation, without considering 
reductions in other costs, brings with it the increased risk of over-recovery; However, the 
Comm_ission gives significant weight in this instance that the consolidation of the Sub 365-petition 
for defenaJ accounting, wi¢ the- Sub- 364 general rate case means that the concern regarding 
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single-issue ratemaking and the related risk oFsuch over-recovery should be reduced and oFlcsser 
concern bi;cause aJI revenues and expenses will have been examined close in time to any 
possible deFerral. 

While.deferral accounting must not be used routinely or frequently, the Commission has 
found that an exception can be made when the costs at issue '"were reasonably and prudently 
incurred, untisuaJ or extraordinary in nature, and of a magnitude that would result in a material 
impact on the Company's financia1 position (level or i;aming.s)." Order Denying, Request to 
Implement Rate Rider.and Schedule Hearing to Consider Request_.for Creation oFRegulatoiy As~et 
Account, Application of Duke Energy Carolinas, LLC.for Approval of Rate Rider to Allow Prompt 
Recovery of Costs Relaled to Purchases of Capacity Due lo Drought Conditions, No. E-7, Sub 
849, at 19 (N.C.U.C. June 2, 2008) The Commission has, over the years, on infrequent but 
appropriate occasions, approved ~quests proposing the use of deferral accounting. Such requests, 
by .necessity, must be examined and resolved on a case-by-case fact-specific basis and will be 
approved·only where.the Commission-is persuaded by clear and convincing evidence that the costs 
in question are unusual or extraordinary in nature and that,.absent deferral, would have a materia1 
impact on the utility's financial condition. Id. See also, Order Approving Deferral Accounting with 
Conditions, Petition of Duke Energy Carolinas, UC, for cm Accounting Order to Defer Certain 
Ei-zvironmental Compliance Cosls'andthe Incremental Costs Incurred From the Purchase ofa 
Portion oJSC1/uda River's Ownership in the Catawba Nuclear Station, No. E-7, Sub 874 (N.C.U.C. 
Mar. 31, 2009); Order Approving Deferral Accounting, Petition of Duke Energy Carolinas, UC; 
for an Accounting Order to Defer Certain Capital and Operating Costs Incurred for the Buck 
,Natural Gas Combined Cycle Generating Plant.and the Bridgewater Hydro Generating Plant, No. 
E-7, Sub 999 (N.C.U.C. June 20, 2012) (DEC Sub 999 Order); Order Approving Deferral and 
Amortization, Request by Duke Power, A Division of Duke Energy .Corporation for Approval. of 
Accounting Treatment, No. E-7, Sub 776 (Dec. 28, 2004). 

In detennining whether the ·costs sought to 'be deferred or the events or circumstances 
leading to the costs are of such an unusual or extraordinary nature as-to justify an exception to the 
rule against allowing deferral accouliting treatment, the Commission historically examines the 
record for clear and convincing evidence that-the costs in question represent major non-routine, 
infrequent, non.;.regularly occurring investments or considerable complexity and significance or 
were beyond the control oFthe utility such as stonn costs or new operating requirements/standards 
imposed by newly-enacted legislation or other governmental action. See, Order Approving 
DeFerral Accounting, Petition. of Duke Energy Carolinas, LLC, for an Accounting Order to Defer 
Certain Environmental Compliance.Costs at Unit 5°0/the Cliffside Steam Station, No. E-7, Sub 
966 at IO (N.C.U.C. June 27, 2011); Order Ruling on Petition, Petition of Duke Energy Carolinas, 
LLC, for an Accounting Order to Defer 2009 and 2010 Non-Fuel Energy Costs Excluded from 
Cost Recovery in ~e·Commission's August 6, 2010 Order in Docket No. E-7, Sub 934, No. E-7, 
Sub 967, at I 4-15 (N.C.U .C. June 14, 2011 ); Order Approving in Part and Denying in Part Request 
for Deferral Accounting, Petition of Duke Energy Carolinas, LLC for an Accounting Order to 
Defer Certain Capital and Operating Costs Incurred for the Advanced Clean Coal Cliffside Unit 6 
Stearn Generating Plant, the Dan River Natural Gas Combined Cycle Genera~ng Plant, and the 
Capacity-Related Modifications at the McGuire.Nuclear Generating Plant, No. E-7, Sub 1029, at 
13, 15 (N.C.U.C. April 3, 2013); Order Adopting and Amending Rules, Ru/emaking Proceeding 
to Implement G.S. 62-II0.8. No, E-100, Sub 150,at 22 (November 16, 2017). 
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In certain circumstances the Commission may find that the magnitude or level of the costs 
requested for deferral· make the costs major, non-routine, or extraordinary. In some cases, the 
Commis_sion has looked to .detennine whether costs were unanticipated, unplanned, beyond the 
control of the utility, and of an infrequent, non-recurring nature; that is, whether the,costs and the 
circumstances of the costs are sufficiently unusual or extraordinary to warrant deferral accounting 
treatment - a tool not to. be used ,routinely but sparingly as discussed above. Order Approving 
Amended Schedule NS and Denying Deferral Aceountin& Application by Virgifiia Electric and 
Power Company, dlb/a Dominion North Carolina Power, for Approval of Amended Schedule NS, 
No: E-22, Sub 517, at 11-12 (N.C.U.C. Mar. 29,'2016). A finding that !he magnitude of the costs 
supports a detennination that they are unusual or extraordinary may not, in some circumstances 
also support a finding that.these.costs, if not deferred, will have a material adverse impact on-the 
company's financial condition to warrant deferral accounting treatment. In determining whether 
deferral or non-deferral will have a malerial impact on lhe company's financial condilion while 
the'Commission may consider other matters, it often examines whelher and to what extent lhe 
costs incurred will have a Significant.'impact on the level of company earnings and the company's 
ability to achieve its _currently authorized rate of return on common equity. DEP Sub 874 Order at 
25~26. In determining materiality, while the Commission may consider oihcr matters, it often 
examines whether and to what extent the costs incurred will have a significant impact on the level 
of company earnings and the company's ability to achieve its currently authorized rate of return 
on common equity. id. 

With regard to-the WWTP projects~ the Commission is persuaded that the costs are of-an 
unusual, extraordinary nature. Both the Company and the Public Staff also agree that-the costs 
associated with the WWTP projects are unusual or extraordinary in nature, as the Commission-has 
used those tcnns in previous. deferral accounting orders and as those tenns are commonly 
understood. The Commission observes as stated in a previous deferral accounting case, "[t}he 
costs in question are unusual or extraordinary in the se,lSe that they are associated with the 
incorporation of the costs of two {WWTPJ facilities- representing major investments- into the 
Company's rate structure; which is not a simple, regularly occurring, inconsequential event, but 
rather, is a major non-ro_utine matter of considerable complexity and major significance." DEC 
Sub 999 Order, at 18. In the present proceeding, the evidence demonstrates that the WWTP 
projects were not an everyday,.regular-occurrence but were in fact non-routine, complex, and of 
major significance and that the associated costs are similarly. unusual or extraordinary. The WWTP 
projects involved the- installation Of new treatment facilities that were integral to providing 
wastewater utility service and that were necessitated by conditions causing the old facilities. to 
present unacceptable- risks of failure and inability to comply with environmental requirements 
exposing the company to the further high risk of severe penaJties and imposition of a consent 
decree. Such circumstances and replacement of such major facilities that are at risk of both 
functionaI,and environmental compliance failure do not occur on a frequent basis. 

The Commission is likewise persuaded that absent deferral, the costs will have a material 
impact on the Companyis.financial condition. The evidence demonstrates that the Company is not 
meeting its currently authorized rate of return on common equity and-that even if the Sub 360 rate 
increase.had been in effect for !l' full year,,the rate of return on common equity impact of the costs 
of the WWTP prcijects would have an adverse impact on the Company's financial condition. The 
Commission gives significant weight to the undisputed testimony of witness Destefano that 
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CWSNC's consolidated actual earned rate of return on common equity during the test year for this 
rate case (the 12-month period ended March 31, 2019) was 1.63%. The Commission further finds 
credible the evidence that-the rate•increase in the.last rate case .was approximately $1.1 million, 
which would not make up the difference from an actual rate·of return on common equity of 1.63% 
to 9.75%, CWSNC's authorized rate of retumon common equity granted in the Sub 360 Rate 
Order. Further, the evidence shows that the WWTP investments of approximateJy $14 million 
would result in a 434-basis point rate of return on common equity reduction for the Uniform.Sewer 
Rate Division. The Commission concllides that if the-requested deferral for the WWTP projecls is 
not ·allowed, it would appear that the Company's already low rate of return on common equity 
would be further eroded and that the Company would not have a reasonable opportunity to earn 
ils authorized rate of return on common·equity. 

Furthermore, given the· Company's depressed level of current earnings and its expected 
near-tenn significant financing needs, the Commission determines that deferral of the WWTP 
costs as requested by CWSNC will have a favorable impact on CWSNCs earnings and financial 
standing in general. As such, the.deferral will-enhance the Company's ability to access and obtain 
capital on more favorable terms, as it will help assure investor confidence in.the Company. Such 
results will ultimately accrue to the benefit ofCWSNC's customers. 

Moreover,: the Company and the Public Staffhave agreed by Stipulation that the Company 
should be allowed to defet the incremental post-in-service depreciation ,expense and financing 
cosls of the WWTPs at Nags Head and-Connestee Falls as requested by CWSNC.because they are• 
both unusual in nature· and material to the Company's financial condition. In light .of the 
Commission's having accepted the ~tipulation in its entirety and -in light ·of the foregoing 
independent determination based on the evidence of record.that the.costs at issue are both unusual, 
non-routine, and material to the Company's financial well-being, the Commission finds the 
Company's request to defer post-in-service depreciation and financing costs for the. WWTP 
projects is just and reasonable and should be approved. 

Thus, as provided in the Stipulation, Revised Settlement Exhibits I and JI, and the 
testimony. of witness Henry (as revised 90 the stand) a·nd in Henry Late-Filed Exhibits 2, 3, and 4, 
the Commission finds and concludes that'the Company should be authorized to defer its WWTP 
costs of $1,098,778 related to ils WWTPs ( consisting of incremental post-in-service depreciation 
expense and financing costs from their respective in-service dates until the WWTPs are included 
for recovery in base rates in this case), and these costs should be amortized over five years, for an 
annual amount to be included in rates of$219,756. 

Unlike _the deferral accowiting request related to the WWTP projects, the Public Staff 
opposed deferral accounting treatment of the costs associated with the two AMR meter installation 
prcijects. The Commission agrees with the Public Staff. The Commission finds that the Company 
provided insufficient evidence that the projects and their associated costs are unusual or 
extraordinary such as to warrant deferral accounting. While a mass replacement of meters in an 
entire subdivision is not an everyday occurrence for CWSNC, the Commission is not ·convinced 
that such an event is sufficiently unusual or extraordinary to justify special deferral accounting 
treatment. The need to replace meters on a planned schedule is an anticipated need of the business 
and·the timing and manner-ofimplementation of such replacement, at least as was the case in this 
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proceeding, is entirely within the control of the Cqrilpany. Further, the Company did not-establish 
by clear and convincing evidence th_at the.meter installation costs sought to.be.deft::rred support-a 
finding.that the projects or. said costs are-unusual or extraordinai'y. On cross-examination witness 
DeStefano confirmed that the Company had sought and receiv·ed rate recovery'in _its Docket No. 
W-354, Sub 344 (Sub 344) rate case for AMR meter installation projects that occurred in 2015 in 
seven systems. The evidence presented- confirmed that the -Company'S Sub 344 .rate increas_e 
included lhe costs of 1,157 AMR meters, for a totol cost of over $1.2 mi!lion, and in the Company's 
Sub 356 rate case, CWSNC received rate;recovery for AMR meter installation projects in thiee 
systems, including 2,440 meters,-for a total cost-of over $1.S·mi_llion. Ctmsid~ringthat-sillce·20I 5 
CWSNC·has completed ten AMR meter.projects, including 3,597 meters.at a total capital costo'f 
c;,ver $3 million, the. Commission .determines that the two AMR meter installation projects for 
Fairfield Mountain and Connestee Falls in the amount of $880,209 are not-major non-routine, 
infrequerit, non-regularly occurring investments of considerable-complexity and significance for 
CWSNC. Rather, the Commission-finds that the two AMR meter installation projects are:routin~ 
arid regularly ocCurring and are not unus\1-alor extraordinary in·nature. 

Having determined 'that the Company failed to establish ,that its·,AMR meter installation 
project and.the related costs were unusual or extraordinary such as to justify alloWing exceptional 
deferral'accounting,treatmei1t, the Commission does not reach the issue of whether the AMR costs 
sought to·be deferrefhave a material adverse impact on the·Company's financial condition or 
stability. The determination-that-this project and its related costs are not unusual 'or extraordinary 
_is dispositive: Tuerefqre, the Company's petition-to defer these costs is·notjust and-reasonable and 
is denied. However, the Commission emphasizes· that decisions such as this.one are made on a 
case~by-case,basis, and this diecision should not be construed to s_uggest that costs relating to-a 
meter,project can never be allowed·deferral accounting treatm_ent The Commission acknowledges 
that every .request for deferral accounting is shaped by its .o\Yii unique .factual .circwnstan_ces, and 
whether an event and its related costs,are,sufficiently unusual or extraordinary in nature to merit 
an exception to the general- rule against deferral accounting treatment is a determination for the 
Commission that wil_l be based on the ~pedfic-facts of each such request. The Commission notes 
that'the Company's reques~·for deferral accounting treatment for costs related to.the WWTPs and 
the two AMR installation projects is·9etiermined within the context-ofthis,general rate case where 
the Commission is setting just and_ reasonable rates on a going-forward.basis. The Commission's 
decision either granting,or denying deferral accounting treatment-in,the present case is made from· 
the Standpoint of faimess·and equity to both·consumers and the Company. 

Although deferral accounting ·is .. to be employed sparingly; the Commission finds that 
CWSNC .has another·optfon ,available to use to recover costs associated with future AMR-meter 
deployments. Recognizing the challenges confronting North Carolina's water" and wastewater 
industries in needing to, make high cost .capital investments to install and replace aging 
infrastructure, the,General Assembly has provided the Commission with a tool specific to water 
and sewer utilities to alleviate the effects of regulatory lag. Section 62-133.12 authorizes the 
Comrriission to approve a rate adjustment- rriechanism in a general rate case to allow a-water or 
sewer utility to recover the incremental depreciation expense and capital costs associated with 
reasonable and prudently-incurred investment.in eligible system 'improvement projects through-the 
collection from customers ofa water or sewer system improvement charge.(WSIC or SSIC)'. The 
Comrr:iission approved such a mechanism-for CWSNC in Docket No. w~354, Sub 336 pursuant to 
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an order issued on March 10, 2014. Eligible·water system improvements to be·recovered by use 
of WSIC include "distribution.systeni mains; valves, utility service lines (including meter boxes 
'and appurtenances), meters, .;md hydrants installed as in-ldnd replacements." 
N.C.G.S. § 62-133.12(c)(I). 

Notwithstanding this tool created to help utilities better manage regulatory lag, both Public 
Staff witness Junis and CWSNC witness Destefano testified that, other than deferral, there is 
currently no rate mechanism such as the WSIC or SSIC mechanism available lo the Company to 
mitigate: the -regulatory lag and resultant adverse earnings impacts associated With the mass 
replacement of traditional meters with AMR meters because, accordiQ.g to them, the WSIC and 
SSIC statute only allows recovery for "in-kind" replacements. Tr. vol. 8, 61-62; 195-96. As is 
clear from the testimony and CWSNC's stated position in its proposed order, the Company has 
accepted the Public Staff's interpretation.that replacing an analog meter with an AMR meter is not 
an "in-kind" replacement. Tr. vol. 8, 61'--62. The CommiSsion does not agree with this 
interpretation. Although this question ·has not' previously been brought to the Commission for 
decision, the Commission holds that the exchange of one type of meter reading device for 
another type of meter reading.device is an "in-kind" replacement as that term is used in N.C;G.S. 
§ 62-133.12(c)(I). The Public Staff appears to read the words "in kind" to mean"'like kind and 
quality• or perhaps "like gr~de and quali~" but this amounts to an impermissible rewriting of the 
statute. Such an interpretation would defeat the purpose of providing water and sewer utilities with 
the opportunity to seek recovery under an approved rate adjustment mechanism. Black's I,,aw 
Dictionary defines "in kind" as "of the same species or category'' or ''in the same kind, class or 
genus." Black's- Law Dictionary (5th ed. 1979) BouVier Law Dictionary defines "in kind" as 
"[p]roperty in its physical form, or.property similar to property in issue. In kind refers to specifiC 
property, either the property itself in-issue or similar property ofthe sam-e form, quality, and value 
as the property in issue." Bouvier Law Dictionary (Desk ed. 2020) The Commission concludes an 
"in-kind"· replacement can be. an identical-replacement or one that is a reasonable alternative to 
serve the same purpose. If the General Assembly's• use of "in kind" limited replacement. to the 
exact identical equipment, upgrade replacements could never be eligible improvements for WSIC 
or SSIC recovery. A utility seeking to replace a non-functioning obsolete item of equipment with 
the then-current industry standard equipment woufd be.stymied, and·the Commission is not able 
to conclude that such an outcome was.intended by a statute that was meant to facilitate repair and 
replacement of basic items of utility plant and equipment. Accordingly, with regard to AMR meter 
installation projects planned· for the future, CWSNC and the Public StalT should work together 
pursuant to Commission Rule R7-39 to mitigate regulatory lag using WSIC,recovery. However, 
the Commission's decision herein does not in any way relieve the Company of its burden to prove 
its investments are reasonable arid prudently incurred as required.by N.C.G.S. § 62-133.12 and 
Commission Rule R7-39(a). Moreover, in its Order Adopting Rules to Implement G.S. § 62-
133.12, Petition for Rulemaking to Implement G.S.62-133. 12, North Carolina Session Law.2013-
106(House Bill 710), No. W-100, Sub 54 (N.C.U.C. June 6, 2014), the Commission concluded 
that 

any rate adjustments authorized-under the WSIC and SSIC mechanisms·outside of 
a general rate case will be allowed to become effective, but not unconditionally 
approved. In other words, the adjustments will be provisional, will not be deemed 
prima facie just and reasonable, and, thus,. may be rescinded retroactively in the 
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utility's subsequent general rate case, at which time the adjustment may be further 
examined for a determination of its justness and reasonableness. 

Id. al 5. 

The Commission also notes the Company's testimony and evidence regarding ongoing 
improvement projects and'the·need and plans for substantial capilal-investment in the near future. 
In consideration of this continuing and anticipated increase in capital spending to address aging 
infra,;tructure, the Commission recommends that CWSNC seek to make better use of the WSIC 
and SSIC mechanisms as a regulatory tool to mitigate the negative effects of regulatory lag for all 
statutorily allowed system improvement projects. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 42 

Depreciation and Amorti7.ation Expense 

The evidence supporting this finding of fact is found in the :verified· Application and the 
accompanying NCUC Fonn W-1, lhe testimony of Public Staff witnesses Feasel and Henry, and 
the testimony of Company witness Destefano. The following table summarizes the differences 
between the Company's level of depreciation and amorti1.ation expenses from its Application and 
the amounts recommended by the Public Staff: 

company Amount per 
Item per Difference Public Staff 

Application 
Depreciation expense $6,399,241 $181,470 $6,580,71 I 
Amortization exp. - CIAC (1,485,664) 8,710 (1,476,955) 
Amortization-exp. - PAA (85,341) 8,718 (76,623) 
Amortization oflTC (579) ___ o (579) 
Total $.4,821,,65Ji $198.828 $5 026 554 

With respect to CWSNC's depreciation expense, in light of the agreements reached in the 
Stipulation and revisions recommended by the PU.blic Staff in its testimony and reflected in Henry 
Revised Exhibit I and Feasel Revised Exhibits I and II, the Company does not dispute the 
adjustments recommended by the Public Staff to depreciation expense. As detailed elsewhere in 
this Order, the Commission finds that the adjustments recommended -by the Public Staff to 
depreciation expense, which are not contested, are appropriate adjustments to be made to operating 
revenue deductions in this proceeding. 

Based on the foregoing, the Commission concludes that the appropriate level of 
depreciation-and amortization expense for use in this procee<ling is as follows: 
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ltem 
Depreciation expense 
Amortization expense-CIAC 
Amortization expense- PAA 
Amortization of ITC 
Total 

Amount 
$6,580,711 
(1,476,955) 

(76,623) 
/579) 

$5 026 554 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 43 

Franchise, Property,,Payroll and Other Taxes 

The evidence supporting this finding of.fact is 'found in the verified Application and the 
accompanyingNCUC Form W-1, and in the testimony of Public Staff witness Henry and Company 
witness DeStefano. The following table stimmarizcs'the differences between the Company's level 
of franchise, property, payroll, and other taxes from its Application and the amounts recommended 
by the Public Staff: 

Company Amount per 
Ttem Ap9lication Difference Public Staff 

Franchise and other taxes ($789) $135 ($655) 
Property taxes 268,734 0 268,734 
Payroll taxes 596 JOO (68 672) 527,428 
Total $864 045 $(68 532) $125 502 

With the Stipulation and revisions made.by the Public Staff in its Feasel Revised Exhibits I 
and II and Henry Revised Exhibit I, the Company does not dispute· adjustments recommended by 
the Public Staff to franchise and other truces and property truces. Therefore, the Commission finds 
that the adjustments recommended by the Public Sta(f to franchise and other taxes and payroll 
truces, which are not contested, are appropriate adjustments to be made to operating revenue 
deductions-in this proceeding. 

Based·on the foregoing, the Commission concludes that the appropriate.level of franchise, 
property, payroll, and other truces for use·in this-proceeding is as.follows: 

Franchise and olher taxes 
Property tax 
Payroll taxes 
Total 

956 

Amount 
($655) 

268;734 
527428 

$]95 507 
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EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 44-47 

Reguh1tory Fee and 'Income Taxes 

The evidence supporting these findings.of fact is found in ,the testimony of Public Staff 
witnesses Boswell and Henry, and of Company witness Destefano. The following table 
summarizes the differences between the Company's level of regulatory fee and income taxes from 
its Application and the amounts recommended by the Public Staff: 

Item 
Regulatory fee 
State income taxes 
Federal income taxes 
Deferred income taxes 
Total 

Regulatory Fee 

Company per 
Application 

$56,361 
218;982 

1,793,462 
0 

$2'068 805 

Difference 
($12,202) 
(143,508) 

(I, 175,329) 
{69,128) 

($1400167) 

Amount per 
Public Staff 

$44,159 
75,474 

618,133 
{69 128) 

$668 638 

The difference in the level of regul~tory fee is due to the· differing levels of revenues 
recommended, by the Company and the PubliC Staff. Based on conclusions reached elsewhere in 
this Order regarding the levels of revenues, the Commission concludes that the appropriate level 
of regulatory fee for use in this proceeding-is $44,159. 

State /11come Taxes 

The difference in the level ofstate,income taxes is due to the differing levels of revenues 
and expenses recommended by the Company ·and the Public Staff. Based· on the conclusions 
reached elsewhere in the Order regarding the levels· of revenues and expenses, the Commission 
concludes that the appropriate level of state· income taxes for use in this. proceeding is $75,474 
based on the current state corporate income tax nite of 2.50%. 

Federallncome Taxes 

The difference in the level of federal income taxes is due to the differing levels of revenues 
and expenses recommended by the Company and the Public Staff. Based on the conclusions 
reached elsewhere in the Order regarding the levels of revenues and expenses, the Commission 
concludes that the appropriate level Off ederal income taxes for use in lhis proceeding is $618; 133 
based on the current federal corporate income tax rate of21.00%. 

Deferred /11come Taxes 

With the Stipulation and revisions made by the Public Staff in its Feasel Revised Exhibits I 
and II, and Henry Revised•Exhibit I, and in the testimony of witness Boswell and Boswell Exhibit 
I, the ·Company ·agreed with the Public' Staff adjustment to deferred income tax of $69,128 to 
reflect the annual amortization of protected and unprotected federal, EDIT. 
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Based on the foregoing, the Commission concludes that the appropriate level of regulatory 
fee and income taxes for use in this proceeding is as follows: 

Item 
Regulatory fee 
State income taxes 
Federal income taxes 
Deferred inCome t!)Xes 
Total 

Amount 
$44,159 
75,474: 

618,133 
(69 128) 

~ 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 48-50 

The Federal Tax Cuts and Jobs Act 

The evidence supporting these finding·s of fact is found in the verified Application and the 
accompanying NCUC Fann W-1,.the testimony of Company witness DeStefano,the testimony of 
Public Staff witness Bo.Swell, and the Stipulation and Settlement Exhibit I. 

In its Application and in the direct testimony ofCWSNCwitness Destefano, the Company 
proposes to include adjustments to the reserve bal;mces for bcith federal protected EDIT and federal 
unprotected EDIT based upon the Company's fiilal 2017 federal income tax return· filed in late 
2018. For federal protected EDIT the Company recommends that the Commission conclude that 
it is appropriate .for CWSNC to continue to return the federal protected EDIT balance maintaining 
the amorti.zation period approved by the Commission in the Sub 360 Order. In addition, in witness 
DeStefano's testimony, ttie Company recommends reducing the term of the federal unprotected 
EDIT rider approved in the Sub 360 Order (originally·48 months with 35 months now remaining) 
to a two-year (or 24-month),terrn as of the effective date of the current proceeding. 

Public Staff witness Boswell stated In her direct testimony that certain adjustments to book 
,balances and reserves related to EDIT were recorded to CWSNC's books, adjustments that were 
not reflected in the Company's most recent rate case. She noted that these adjustments affect the 
balance of both federal _protected EDIT and federal unprotected_ EDIT. Wiiness Boswell further 
stated that the adjustments to the federal protected EDIT and federal unprotected EDIT balances 
are primarily because: (I) the Company took advantage·of a late IRS notice stating that regulated 
utilities were allowed I 00% bonus depreciation for those assets placed in service during the period 
of September 28, 201-7, to Decerhber 3 I, 2017, without ,a binding contract in place- before 
September 28, 2017, and (2) the Company adjusted amounts utilized in the prior rate case to the 
actual amounts on its final tax return for 2017. Witness Boswell recommended one adjustment to 
co~t mismatched_ calculations. She proposed calculating both federal protected- EDIT and 
federal unprotected EDIT amortiz.ations with the adjustments effective as of April -1, 2020. Finally, 
the Public Staff does not oppose the Company's request to refund the reinaining federal 
unprotected EDIT balance over 24 months instead of the remaining 35 months as originally 
ordered in Sub 360. 
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Settlement Exhibit I filed with the Stipulation in the current -proceeding reflects the 
correction to the caJculation of federal unprotected EDIT proposed -by Public 'Staff witness 
Boswell, the reduction of the rider period for the federal-unprotected EDIT from 35 months to.24 
months, and includes the rate base impact of the flow backoffederal protected EDIT in·accordance 
with the RSGM, as approved in Sub 360, in the revenue requirement. In addition, the revenue 
requirement depicted on .Settlement Exhibit I also includes the flow back of state. EDIT in 
accordance with previous-Commission orders in Sub 356 and Sub 360. No other party presented 
evidence on these matters. -

Based on the foregoing, the Commission concludes that it is reasonable and appropriate for 
purposes of this proceeding to accept the Stipulation between CWSNC'and the Public S~ff on the 
tax- issues. Therefore, the Commission concludes that.CWSNC should continue to flow !Jack the 
federal protected EDIT in accordance with the RSGM as ordered in S_ub 360, and· the Company 
shall refund its remaining federal unprotected EDIT balances over 24 months instead of the 
remaining 35 months as originally ordered by the Commissio_n in Sub 360. Further, CWSNC 
should Continue to flow back the state EDIT (which was originally over a three-year period) in 
accordance with the Commission's Sub 356 Order as confinned in the Commission's 
Sub 360 Order. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 51-59 

Capital Structure, Cost ofC:i.pital, aod Overall Rate or Return 

The evidence supporting-these findings of fact and.conclusioru. is contained in the verified 
Application and·the accompanying NCl.JC Fonn W-1, the testimoriy and·exhibits of the public 
witnesses, the direct and rebuttal testimony and exhibits of Company witnessD'A_scendis, and the 
direct and supplemental testimony and exhibits of Public Staffwitness,Hinton. 

RaJe of Return·o1J Equity 

The Commission's consideration of the evidence and decision on this issue is set-out below 
and is organized into three sectioru.. The first is a summary of the record evidence on rate of return 
on common e.quity. The seco·nd is a summliry.6fthe law applicable to the Commiss_ion•~ decision 
on rate-of return on common e.quity. The third is.an application of the law to the evidence and a 
discussion and explanation of the Commission's ultimate ,decision on rate of return on 
common equity. 

Summary of Record Evidence OIJ Return on Equity 

ln•its Application,·.the Compariy requested approval for its rates to be-set using a rate of 
return on common e.quity of 10.75%. This re.quest was based upon and supported by the 
direct testimony of CWSNC witness D'Ascendis. In his rebuttal testimony, witness D' Asce·ndis 
reduced his recommended rate of return on common ,e.quity to I 0.20% based upon his 
updated·analyses. This rate of return on common equity compares to a 9.75% rate.bf return on 
commori equity underlying CWSNC's current rates. Public Staff witn_ess ·Hinton; in his direct 
-testimony, recommended a rate •of retwn on common equity for CWSNC of 9.00%. In his 
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supplemental testimony, witness Hinton revised and increased- his recommended, return on 
common equity to 9.10%. 

Direct and RebuJJal Testimony of Dyla11 W. D'Ascendis (CWSNq 

Company witness D'Ascendis recommended i_n his direct testimony a rate of return on 
common equity of 10.75%. This 10.75%-was based upon his i_ndicated_ cost of common equity·of 
10.35%, plus a recommended size adjustment of 0.40%. In. his rebuttal testimony, Witness 
D' Ascend.is provided an updated analysis reflecting ~urrent investor expectations and reduced 
hiS recommended-rate of return on common equity to 10.20%, including his recommended 0.40% 
size adjustment. 

CWSNC witness D' Ascend is'- recommendatiori was based upon his Discounted Cash Flow 
(DCF) model, his Risk Premiwn Model (RPM), and his C.pital Asset Pricing Model (CAPM), 
applied to market data ofa proxy group.of six water companies (Utility Proxy Group). He also 
applied the DCF, RPM, and CAPM to a proxy group of domestic, non-price regulated companies 
(Non-Price.Regulated Proxy Group) which he described as comparable.in total risk to his Utility 
·Proxy Group. 

The results derived from witness D'Ascendis' analyses in his direct and rebuttal testimony 
are as follows: 

Summmy of D' Ascendis Pre-Filed Testimony on Common Equity Cost Rate 

Direct Rebuttal 
Testimony Testimony 

Discounted Cash Flow Model 8:70% 8.81% 
Risk Premiwn Model 10.62% 10.12% 
Capital Asset Pricing Model 10.21% 9.35% 
Cost of Equity Models Applied to 

Comparable Ris~ Non-Price 
Regulated Proxy Group I 1.78% -11.29% 

Indicated Common Equity Cost 
Rate Before Adiustment 10.35% 9:80% 

Size Adjustment 0.40% 0.40% 
Recommended Common Equity 

10.75% Cost Rate After Adiustment 10.20% 

He concluded that a common equity cost rate of9.80% for CWSNC is indicated before any 
Company-specific adjustments. He then adjusted ·this indicated rate upward by 0.40% to reflect 
CWSNC's smaller relative size as compared with the members ·of his Utility Proxy Group, 
resulting in a size-adjusted indicated common equity cost rate of 10.20%. 

CWSNC witness D'Ascendis testified the six-compani~·in his Utility Proxy Group were: 
American States Water Co.; American Water-Works Co., Inc.; Artesian Resources, Inc.; California 
Water Service Group; Middlesex Water Co.; and York Water Co. 
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CWSNC witness D'Ascendis testified he used the. single-stage constant growth DCF 
model. He testified his unadjusted dividend yields~ based on.the proxy companief dividends 
as of October 18, 2019, divided by the average of closing market prices for the 60 trading days 
ending October 18, 2019.1 He made an adjustment to the dividend yield because dividends are paid 
periodically, usually quarterly. 

For CWSNC witness D' Ascend is' DCF growth rate he testified he only used analysJs'· five
yearforecasts of earning per share (EPS) growth. He testified the mean result of his application of 
the single-stage DCF model is 8.73%; the median·result is 8.88%, and.the average of the two is 
8.81% for his Utility Proxy Group as shown on D'Ascendis Rebuttal .E,µIibit 1, Schedlile 
DWD-IR, page]; He testified in arriving-at a conclusion for the DCF-indicated common equity 
cost rate for.his Utility·Proxy Group, he relied on an average of the mean and the median results 
oftheDCF. 

Witness D' Ascendis used two risk premium methods. He testified his first method is the 
Predictive Risk Premium Model (PRPM), while the second method is a Risk Premium Model 
Using an Adjusted Total Market Approach. He testified the PRPM estimates the risk/return 
relationship directly, ·as the pfe9icted equity risk premium ,is generated by the prediction of 
volatility or risk. He testified the inputs to his ·PRPM are the historical returns on the common 
shares ·of each company in the Utility Proxy Group·minus the historicaJ monthly yield· on long
term U.S. Treasury securities through April-2019. He testified he added the forecasted 30-year 
U.S. Treasury.Bond yield, 2.64% to each company's PRPM-derived equity risk premitim to.arrive 
at an indicated cost of common.equity. His rebuttal-mean PRPM_ indicated common equity cost 
rate for the Utility Proxy Group is 11.30%, and the median is 10.38%. He relied on the average of 
the mean and median results Of the Utility Proxy Group PRPM to caJculate a cost of common 
equity rate of 10.~4% as shown on D'Ascendis Rebuttal Exhibit 1, Schedule DWD-lR, page 11, 
column (5). 

CWSNC witness D' Ascendis testified his total market approach RPM- adds a-prospective 
public.utility bond yield to an average of( 1) an equity risk premium that is derivedJrom a beta_
adjusted total market equity risk premium,. and (2) an equity risk premium based on the S&P 
Utilities Index. He caJculated in-his rebuttal testimony the adjusted prospective bond yield for the 
Utility Proxy Group to·be4.01% asshown·on D'Ascendis Rebuttal Exhibit I, Schedule DWD~IR, 
page 12,.line 5,- and the average equity risk premium to be 5.38% resulting in risk premium derived 
common equity to-be 9.39% for his RPM using his Total Market Appr'o.ich. 

For his CAPM, witness Q' Ascendis testified he applied both the tra_ditional' CAPM and the 
empirical CAPM (ECAPM) to the companies in his Utility Proxy Group and averaged the results. 
He testified the model -is .applied· by adding a risk-free rate of return to a market risk premium, 
!'r'hich 'is adjusted proportionately.to reflect the systematic risk of the individual security relative 
to the total market as measured. by the beta coefficient For his· CAPM beta coefficient, he 
considered two methods ofcalculation:.the average of the beta_ coefficients of the. U!ility Proxy 
Group companies reported by Bloomberg Professional Services, and the ·average of the b~ta 

I See Schedule DWD-IR, page], rootnole I 
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coefficients of the Utility Proxy Group companies as reported by Value Line Investment Survey 
(Value Line). 

CWSNC witness D'Ascendis in his rebuttal testified the risk-free rate adopted for both 
applicatiorn of the CAPM at 2.64%. This risk-free rate of 2.64~ is based on the aveqige ·or the 
Blue. Chip cornensus forecast Of the expected yields on 30-year U.S. Treasury bonds· for ,the six 
quarters beginning with the fourth calendar quarter of2019 and ending with the first quarter in 
2021, and long-term projections for,the years 2021 to 2025, and 2026 to 2030. D' Ascend is Rebuttal 
Exhibit!, DWD-IR, page 22, column (5), and page 23, column (2). 

Witness D' Ascendis t~stified on rebuttal that .the mean result of nis CAPMJECAPM 
analyses is 9.39%, the median is 931%,and the average of the two is 9.35%. Witness D~Ascendis 
testified that, ~ons_istent with his reliance on the average of his mean and median DCF results, the 
indicated common equity- costs rate using the CAPM/ECAPM is. 9.35%. 

Witness D'Ascendis aJs0- selected 11 domestic, non-price regulated companies for his 
Non.:.Price Regulated Proxy Group that he believes are comparable in total risk to his Utility ·Proxy 
Group. He calculated common equity cost rates using the DCF, RPM, and CAPM for the Non
Price Regulated Proxy Group. In his rebuttal testimony, witness D' Ascendis' DCF result was 
11.63%, his RPM.cost rate was 11.41%, and his CAPMJECAPM cost rate was 10.44%. Witness 
D'Ascendis testified that the average of the mean and median of these mod~ls was H .29%, which 
he used as-the indicated common equity cost rate for the Non-Price Regulated Proxy Group. 

Based ori the results of the application of multiple cost of common equity models to the 
l'Jtility Proxy Group and the Non-Price Regulated Proxy Group, witness D' Ascendis testified that 
the reasonable, a·ppropriate·and indicated cost of equity for CWSNC before-any ,adjustJnent for 
relative risk Was 9.80%. 

Witness D' Ascendis also made a 0.40% equity cost rate a_djustment due to CWSNC's small 
size relativeto.the.Utili_ty Proxy Group. He testified·that the Company has greater relative risk than 
the'average company in the Utility Proxy Group because,of its smaller·size compared with the 
group, as measured by an estimated marlce_t capitalization of common-equity for CWSNC (whose 
common stock is not ,publicly traded). 'This resulted in a size-adjusted cost of common equity for 
CWSNC of 10.20%. 

Additionally, witness D'Ascendis stated that he had reviewed the Commissiori's Sub 360 
Order regarding the-issues of.the use _of the PRPM, the ECAPM; the-use.of a non-price regulated 
proxy ,group, and the applicability of-a Size adjusted cost of common equity fo-r CWSNC. In 
resporne to these concerns, witness D' Ascendis provided testimony further supporting the 
inclusion of such factors-in determining lus recommended return on equity. 

SpecificaJly, in terms of the PRJ)_M, he addressed the Commission's concerns about using 
a specific statisticaJ package to calculate the PRPM results, which made the Commission skeptical 
that investors would place significant weight on the model. He explained that the general 
autoregressive conditional heteroskedasticity (GARC:H) model used for the PRPM has been in the 
public domain -~ince the 1980s and is available in several statistical packages which are not 
financially prohibitive for investors. 
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In response.to the Commission's concerns regarding the ECAPM, which were that there 
was not enough evidence in the record as to why the ECAPM was.superior to the CAPM, witness 
D'Ascendis provided substantia11y more infonnation on the subject than what was presented in 
Sub 360. 

In' response to the Commi~Sion's concerns regarding the use of non-price regulated 
companies, which were that the non-price regulated companies were not of similar risk to the 
utility proxy group, witness D'Ascendis provided an additional measure Of risk to sh_ow .that, 
indeed, his noll-price regulated proxy group was similar in,total risk to the utility proxy-group. The 
study showed that-tl!e non-price regulated proxy group's mean and median coefficient of variation 
(CoV), of net profit were within the range of Co Vs ofriet profit set by the utility proxy group. The 
coefficient ofvari~tion is often used by investors and economists to detennine volatility (i.e. risk) 
and the use of net profit directly ties to·eamings and stock prices. 

Finally, witness D'Ascendis responded to the Commission's concerns-regarding the size 
adjustment which were whether the size studies presented in the record were applicable.to utilities, 
and that the selection of a 40-basis point adjustment from an indicated 461 basis point risk premium 
was rather arbitrary. In order to provide ~ore information to 1.JJe Commission in this case, witness 
D' Ascendis conducted·a study on whether the size effect is in fact applicable to utilities. His study 
i~cluded. the universe of water, gas, and electric companies included in- Value Line Standard 
Edition. From each of the utilities' Value Line Ratings & Reports, witness D' Ascendjs calculut~d 
the 10-year CoV of net profit (a measure of risk) and current market capitalization-(a measure of 
size) for each company. After ranking the companies by size (largest to smallest) and risk (least 
risky to.most risky), be made a scatter Plot of the data, as shown on Chart.I in his direct testimony. 

Witness D' Ascendis testified that, as shown in his Ctiart· I of his.direct testimony, as 
company.size decreases (increasing size rank), the CoV increa5es, linking size and-risk for utilities. 
The R-Sqi:mred Value of 0.0962 means that approximately 10% of the change in risk rank is 
explained by the siz.e rank. While a 0:0962 R-Squared value does not appear to have strong 
exJ)lallatory power, the average R-Squared va]ue of the Utility Proxy Group~s.beta_coefficient is 
0.0794. The selection-of a 40-basis point-µpward adjustment b~ on'its differen~ in size given 
an indicated risk premium of approximately 400 basis poirits is consistent with the:approxiinate 
0.10 R-Squared value of-the size ·study applicable to utilities. With this additional infonnc.1tion, 
witness P' Ascend is stated that he hoped the Commission would revisit this concern in its Order 
in thls case. 

Witiless :O'Ascendis' rebuttal testimony criticized the testimony of witness Hinton's 
approach to estimating CWSNC's requited return• on equity for a number of perceived 
shortcomings, includirig_Hin!mi's: 

(a) Inclusion ofa gas proxy group to determine a rate of return on common equity for 
a water utility; 

(b) Mis::ipplicatfori of the discounted cash flow model; 
(c) Misapplication of the risk premium model; 
(d) Misapplication of the capital asset pricing model; 
(e) Misapplication of the Comparable: Earnings Model; 
(f) Failure to account for. size-specific ·nsks; and 
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(g) Opinion that the approval of ihe Company's reques~ed conswnption adjustment 
mechanism (CAM) in this proceedlllg requires a downward adjustrnenlto the·rate 
of return on common.equity. 

Tr. vol. 8, 267.,68. 

CWSNC Witness D'Ascendis CrOss-Examina.ion 

CWSNC witness D' Ascend is testified on cross-examination that in the Middlesex Water 
Company, New Jers_ey genera] rate case decided in July 2015; he r~com·mended·a specific rate of 
retunron common equiiy ofl0.40%, but that a rate of return on common equity of9.75% was 
approved_ which was 65 bilsis points less than his recommendation. Witness D' Ascendis testified 
that in the Carolina Water Service, Inc. South Carolina 2015 general rate case where his 
recommended rate of return on common equity range w.is 10.00% to 10.50%,.lhe approved rate of 
return on common equity was 9.34% which was 91 basis points below the midpoint of'tiis 
recommended range. 

CWSNC witness D1 Ascendis_ further testified On cross-examination that in the Middlesex 
Water Company, New Jersey-general rate case decided in March 2018, his recommended specific 
rate.of retum·ori common equity was -10.70%, and a 9.60% rate ofrettim on common equity was 
approved whereby his•recommended rate of return off common equity was 110 basis poirits.above 
the approved rate of return o-n common equity. He testified that ihe 2018 South Carolina decision 
for Carolina·wate_r Service, Inc. of South Carolina was the only one of the fifteen listed return on 
equity decisions, that a commission·approved,an aJlowed rate ofre_tum on common equity within 
his recommended range. H~ aJso testified that In the recent CWSNC general rate case, Order dated 
February 21, 2019, his recommended rate of return on common equity range_ was 10.80% to 
11.20%, with a midpoint of l l.00%, which·was 125 basis points above the Commission approved 
rate of return on common equity of_9.75%. 

Witness D'Ascendis·testified on cross-examination that the authorized·rates of return on 
eqtiity f0r aJl 15 decisions averaged 12·1 basis points below his recommended rat_es·ofretum on 
equity, and after removing a 2016-oLitlier case in Missouri where he was 360 basis.poirits above 
ttie approved rate of return on common equity, :the average differen_ce between falls to 110 J>asis 
points. He further testified on cross-examination that his rebuttal specific return on equity 
recommendation of 1020% less the 110 basis points, would be-the·same-number as Public Staff 
witness Hinton'S recommended 9.10% rate of return.on common equity. 

Witness D'Ascendis aJso testified -that Public Staff D'As_cendis Cross-Examination 
Exhibit I, page 2'listed the RRA approved rates Of return on equity for the last three years for his 
Utility Proxy Group companies with appn;>ve4 average rates.of return on equity of 9.42%. 

Witness D'Ascendis testified that as shown on Public StaffD'Ascen9is Cross-Examination 
Exhibit 2, which ·was a RRA swnmary of commission approved rates of-re.tum on equity from 
January 2014 through June 30, 2019, the average approved return on equity was 9.50% for 30 
~turn on equity decisions in the q1ost recent three- year-period July I, 2016 through June 30, 2019. 
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With respect to his recommended 40 basis point size a~justment, witness D'Ascendis 
testified on,cross-examination that he knew CWSNC served approximately 50,000 customers in 
North Carolina, was the second largest Commission regulated water and wastewater utility in 
North Carolina, and the two next largest companies serve approximately 7,000 customers each. 

Witness D' Ascend is testified he was aware CWSNC did not have any industrial customers, 
and that more than .99.5% of its customers were residential plus some small stores and some 
schools. He testified that CWSNC was geographically diversified in North Carolina with systems 
along the Non,h Carolina coast, the Piedmont and throughout the mountains. 

Witness D' Ascendis further testified on cross-examination that CWSNC obtains all.its debt 
through its parent, Utilities, Inc., and that-CWSNC does not go into the debt market. He testified 
that Utilities Inc. is owned by Corix. Witness D' Ascendis read into the record sections oft~e pre
filed testimony of Corix CEO and President Gordan Barefoot, which stated Corix provides to 
CWSNC a full suite of support services, and Corix provides access to favorable tenns for debt 
financing in capital markets. Do_th the Public Staff and CWSNC used the Utilities, Inc. capital 
structure and debt costs for CWSNC in this general rate case. 

Witness D' Ascendis testified that based on Public Staff D' Ascendis Cross-Examination, 
Exhibit 4, that the Utilities, Ille. has common equity of $280.2 million. When multiplied by the 
D'Ascendis Utility Proxy Group market to book ratio of 347.3%, the result is a market 
capitalization for Utilities, Inc. of $973.3 million. Witness D'Ascendis testified'that this market 
capitalization of three of th~ companies in the D' Ascendis Utility Proxy·Group; those companies 
being Artesian Resources Corporation at $316.0 million, York Water Company at $440.0'million, 
aild Middlesex Water Company at'$95 I .O million. 

CWSNC witness D' Ascendis on ~ross-examination further testified Public Staff 
D' Ascendis Cross-Examination Exhibit s·was·a comparison of the growth in dividends and stock 
market prices of the D' Ascendis Proxy Group of companies from April 15; 2011 to November 29, 
2019. During that.period dividend and stock price movements were as follows: 

Company Dividend Growth Share Price Appreciation 
American States.Water 126% 378% 
American Water Works 127.% 419% 
Artesian Resource Group 32¾ 91% 
California Water Service 27% 173% 
Middlesex Water Company 29¾ 243% 
York Water Co. 36% 163% 
Six Company Average 59% 245% 

Witness D' Ascendis testified that he agreed that stock market prices have increased 
materially since April 2011, and dividend amounts have lagged way behind. He further testified 
that dividend yields are one of the two major components of the DCF. 

During cross-examination CWSNC witness D' Ascendis also testified as to the stock price' 
increases subsequent to the California Public Utilities Commission Order dated March 22, 2018 
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which approved.a 9.20%-raie of return on common equity for California American Water Co., a 
wholly-owned subsidiary of American Water Works; a 9.20% rate of return on common equity for 
Califc,mia Water Service Co.; an 8.90%-rate of return on common equity for Golden State Water 
Co., a wholly-owned stibsidiary of American States Water; and an 8.90% rate of return on common 
equity fur San Jose Water Co. The Stock market percentage increases for the period March 22, 
2018 to-November 29, 2019, were: American Water Works 51.0%, American States_ Water 56.6%, 
California Water Service 36.3% and San Jose Water 33.-1%, as shown on Public-Staff D' Ascendis 
Cross-Examination Exhibit 6. 

Witness D' Ascendis also testified on cross-examination about the significant decrease in 
the yields of30-year '.Treasury Bopd and A-Rated Public Utility Bonds as shown on Public Staff 
D'Ascendis Cross-Examination Exhibit 7. During the one-year period September 2018 to 
September 2019, the yiel~ on A Rated Public Utility Bonds decrease4, frorri 4.32% to'3.37%, a 
decrease of-95 basi~ points from the previous CWSNC general rate ea5e expert witness hearing 
heard before ·the Commission on October 16, 2018. Witness D'Ascendis' risk free 30-year 
Treasury Bond projected yield in this current case, shown in rebuttal exhibits filed on 
November 20, 2019, Schedule DW°' IR, page 22 was 2.64% compared to the 3. 74% in September 
2018, as.stated in his prior Su0 360 CWSNC case testimony in D'Ascendis·Rebuttal Exhibit 1, 
Schedule DWD-lR, page 11, colwnn 6, and page 22, footnote 2, resulting in a bond-yield decrease 
between his two rebuttal testimonies of 110 basis points. He further testified that as·ofNovember 
29, 2019, the actual 30-year Treasury Bond yield was 2.19% compared lo the October 16, 2018 
actual 30-year Treasury Bond yield of3.32%, a decrease of 113 basis points. 

With respect to the non-price·regulated companies in witness D'Ascendis' testirnoriy for 
which he performed DCF, Risk Premiwn and C_.I\PM analyses, ~e.testified on cross-examination 
that these-companies had competition unlike CWSNC, which has franchises protecting it from 
competition·by o!}ier investor owned waler utilities. Witness D' Ascendis testified,that each time 
he has presented the non-priced regulated company analyses, the.Commission has-rejected and 
given no weight to these analyses. 

Witness D'Ascendis testified that the Commission in CWSNC's February 19, 2019, 
Sub 360 Order found credible, probative, .and entitled to substantial weight to his DCF, Total 
Market Risk Premium, and Traditional CAPM. He testified that his rebuttal exhibits in this,case 
for these same analyses stated DCF 8:81 %, Total Market RiSk. Premium 9.39%, Traditional CAPM 
8.90%, with the average.of.these three of his models·,being 9.63%, all as shown on Public Staff 
D' Ascendis Cross-Examination Exhibit 10. 

In response to a request by'Cbair Mitchell, CWSNC witnCSSD'AscendiS,filed a Lale Filed 
Exhibit on December p, 2019, showing the effect o_n each of his rpodels.using witness Hinton's 
2.53% interest- rate as the current yield for 30-year Treasury Bonds rather than the projected yields 
in witness p• Ascendis' rebuttal exhibits. This D!Ascendis On-the-Record Data Request provided 
the following results: 
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D'Ascendis Late-
Filed Exhibit #1 

Discounted Cash.flow Model 8.81% 
Risk Premium Model 10.00% 
Capital Asset Pricing Model 9.29% 
Cost of Equity Models Applied to ComparableR.isk, 

Non-Price Regulated Proxy Group 11.16% 
lndi_cated ·common Equity Cost Rate Before 

Adjustment 9.75% 
Size Adjustment 0.40% 
Recommended Common Equity Cost RateAfter 

Adjustment 10.15% 

PuhlicStaff Witness Hinton -Testimony 

Public Staff Director of Ec~momic Research John ·R Hinton testified the Public Staff 
recommends an overall rate of return of-7.20%, based on a capital structure consisting of 50.90% 
long-tenn debt at a cost rate of-5.36% and 49.10% common equity at a cost rate Of ,.19%, He 
testified his recommendations result in pre-tax intei:est·coverage equaling-3.I times and-a funds 
flow to.debt ratio of 25.0%, which should qualify for a single "A" bond rating. 

Witness Hinton described the current finanCial market conditions, testifying-that the cost 
of financing is much lower today than in the more inflationary period of the 1990s. More recently, 
the continued-low rates ofinflation and expectations of future low inflation rates have contributed 

• to even lower long-tenn interest rates. He testified that according to.Moody's Bond Survey, yields 
on long-tenn "A" rated public utility bonds have fallen 88 basis J}Oints from 4.25% on February 
21, 2019, the date of the order in Sub 360; as compared to.3.37% for September 2019. He testified 
that by the close of this pn::,ceeding, CWSNC will have receiv·ed five rate increases,over the last 
six years•in Docket Nos. W-354, Sub 360, Sub 356, Sub 344, and Sub 336'. He-further testified 
relative to the filing of the cost ofcapitaJ ·settlement in the CWSNC Jariuary 2014 rate case in 
Docket No. -W-354, Sub 336, yields on Moody's A-rated utility bonds are 126 basis pQints lower 
than the average 4.63% yield observed during the CWSNC January 2014, as iUuslrated by Hinton 
Exhibit JRH-1. 

Witness Hintoa,testified that interest rates·on varioi.Js loans have fallen as the yields on 
treasury securities ·have declined since the Commission issued its order on February 2i, 2019. 
The graph on page 15 of witness Hintori's direct testimony shows the lower yields that on average 
are·over 100 basis points lower for,all durations.except for a minor, increase in 90-day treasury 
bills. He testified that the average decrease in treasury bonds of 5-, 7-, 10-, 20-, and 30-year bonds 
is 111 basis· points. He testified while Utilities, Inc., Corix, and its_ ultimate parent, the British 
Columbia-Investment Management Corporation (BCIMC) generally cannot obtain capita] at these 
interest rates, the falling yields are indicators of the declining ccist of debt capital. 

Public Staff witness Hinton testified that the current lower interest rates, especially for 
longer-term securities, and stable inflationary environment of today indicate that borrowers are 
paying less for the time-value of money. -He testified that this is significant since utility stocks 
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and utility capital costs are high1y interest rate-sensitive relative to most industries within the 
securities markets. He testified that given that investors often view purchases of the common 
stocks of utilities as substitutes for fixed income investments, the reductions in interest rates 
observed over the past ten years or more has parnll~led the decreases in• investor required rates of 
return on commop.·equity. 

PuDlic Staff witness Hinton testified that he does not rely on interest rate forecasts. Rather; 
he believes that relying.on. current lllterest rates; especially in relation to -yields on long-tenn 
bonds, is more appropriate.for ratemaking in·that it is reasonable to expect that as investors in the 
marketplace price bonds based upon expectations on c;(emand and supply of capital, future.interest 
rates, inflation rates,_etc. He testified that while he-has.a healthy respect for forecasting. he 'is 
awar; of the risk Qf relying on predictions:of rising interest rates to ·detennine utility rates. He 
presented a portion o'r the testimony of Aqua North C_aro1ina, -Inc. witness Pauline Ahem in the 
2013 Aqua rate case, Docket NO. W-218, Sub'363. In that case she identified·several interest rate 
forecasts by Blue Chip Financial Forecasts of30-year Treasury J3ond yields that were predicted 
to rise to 4.3% in 2015, 4.70% in 2016, 5.20% in 2017, and 5.50% for2020-2024; He presented 
the graph 30-Year US Treasury Bonds Oh page 18 of his direct testimony, which shOwed in 2015, 
th~ range .was approxiinately 2.50% to 3.i0%, in 2016. the range was.approximately 2.50% to 
3.10%, and-in 2017 the range Was approximately·2.25% to 3.10%. Witness Hinton testified that 
similar overestimated forecasts can be identified in witness D' Ascendis' Exhibit DWD-4 in the 
CWSNC's 2018 rate case where the Blue-Chip consensus forecast predicted the 30-yearTreasury 
Bonds would rise to 3.80% by the third quarter.of 2019. According to the Federal Reserve, the 
highest observed .yield on 30:..year Treasury Bonds for the th_ird quarter of2019 is 2.6~%, and the 
average for the quarter was 2.29%. He testified that these types of errors make these interi:strate 
forecasts-inappropriate for ratemaking. 

_ Public Staff witness HintoQ testified that he used the discounted cash flow (DCF) model 
and Jhe Risk Premium model to detennine the cost of equity for CWSNC. He testified that the 
DCF model is,a method of,evaluating the•expected cash flows frorri an investment by giving 
appropriate consideration to the time value of money. Witness Hinton testified' that the, DCF 
model.is based on the theory that the price of the investment will equal the discounted cash.flows 
of returns. The.ret_um to an equity ihvestor comes in the fonn of expected future.dividends and 
price appreciation. He testified that as the new price.will again be the sum of the discounted cash 
flows, price appreciation is ignored, and attention focused on the expected stream of dividends. 

Witness Hinton testified that he applied the DCF method to a comparable group of seven 
water utilities followed by Value Line Investment Survey. He testified that the standard edition 
of Value Line covers eight water companies. He excluded Consolidated Water Co. due to its 
significant overseas operations. Witness Hinton included a gn;,up of- nine. natural gas local 
distribution companies (LDCs) in his DCF analysis stating these LDCs exhibit risk measures 
similar to his pr6xy group of water companies. 

Public Staff witness Hinton calculated the dividend yield component of the DCF by usillg 
the Value Line estimate of dividends to be declared over the next 12 months divided by the price 
of the stock as reported in the Value Line Summary and Index sections for each' week of the 
J.3-week period July 26, 2019, through October 18, 2019. He testified that a 13-week ~veraging 
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period tends to smooth out short-tenn variations in the stock prices. This process resulted in an 
average dividend yield of I .7% for his proxy group of water utilities and 2.6% for the LDC group 
utilities. 

To calculate the expected growth rate component of the DCF. Public Staffwithess Hinton 
employed the growth rates of his proxy group in earnings per share (EPS), dividends per share 
(DPS), and book valuc·per share (BPS) as reported in Value Line over the past ten and five years. 
He also employed the forecasts of the growth rates of his water and LDC proxy groups in EPS, 
DPS, and BPS as reported in Value Line. He testified that the historical and forecast growth rates 
arc prepared by analysts of an independent advisory service that is widely available to investors 
and should also provide an estimate of investor expectations. He testified that he includes both 
historical known growth rates and forecast growth rates, because it is reasonable to expect that 
investors consider both sets of data in deriving their expectations. 

Public, Staff witness Hinton testified that he also incorporated the consensus of various 
analysts' forecasts of five-year EPS growth rate projections as reported in Yahoo Finance. He 
testified the dividend yields and growth rates for each of the companies and for the average for 
his.comparable proxy groups.are shown in Exhibit JRH-4. 

Public Staff witness Hinton concluded that based upon his DCF analysis that a reasonable 
expected dividend yield is 1.7% with an expected growth rate of6.0% to 7.0%. He testified that 
his DCF analysis. produces a cost of common cqt.iity for his comparable proxy group of water 
utilities of 7.7% to 8.7%. Based upon the DCF analysis for the comparable group of LDCs, he 
determined that a reasonable expected dividend yield is 2.6%, with an expected .growth rate of 
5.7% to 6.7%, which yields a range of results of8.3% to 9.3% for the cost of equity. 

' ,. 
He testified that his ultimate DCF based cost of equity is based on the average estimates 

for the two groups of companies, which he summarized in his Hinton Exhibit 8 that quantifies an 
approximate range of DCF based cost of equity estimatcs·of 8.48%,to 8.80% for his DCF based 
cost of equity estimate of 8.64%. 

Witness Hinton testified that the equity risk premium method can be defined as the 
difference between the expected return on a common stock and the expected return on a debt 
security. The differential between the two rates of return are indicative of the return investors 
require in order to compensate them for the additional risk involved with an investment in the 
company's common stock over an investment in the company's bonds that involves less risk. 

Witness Hinton testified that his method relies on approved-returns on common equity for 
water utility companies from various public utilities commissions that is· published by the 
Regulatory Research Associates, Inc. (RRA), within SNL Global Market Intelligence. In order to 
estimate the relationship with a representative cost of debt capital, he regressed the average annual 
allowed equity returns with the average Moody's A-rated yields for Public Utility Bonds from 
2006 through 2019. His regression analysis which incorporates years of historical data is 
combined with recent monthly yields to provide an estimate of the current cost of common equity. 
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Witness Hinlon testified that the use of allowed returns as the basis for the expected equity 
return has two strengths over other approaches that involve various models that estimate the 
expected equity return on common stocks and subtracting a representative cost of debt. He 
testified that one strength of his approach·is that authorized returns on equity are generally arrived 
at through lengthy investigations by various· parties with opposing views on the rate of return 
required by investors. He testified that it is reasonable to conclude that the approved allowed 
returns are good estimates of the cost of equity. 

Public Staff witness Hi!}.ton testified that the summary data of risk premiums shown on his 
Exhibit JRH-5, page I of 2, indicates that the average risk premium is 5.00%, with a maximum 
premium of 5.78%, and minimum premium·of 3.73%, which when combined with the last six 
months of Moody's A-rated utility bond yields produces yields•with an average cost of equity of 
8.70%, a maximum cost of equity of 9.48%, and a minimum cost of equity of 7.44%. To better 
estimate the current cost of equity, he perfonned a statistical regression analysis as shown on 
Exhibit JRH 5, page 2 of2 in order.to quantify the relationship of allowed equity returns and'bond 
costs. He testified that by applying the risk premium to the current utility bond cost of 3.71 %, 
resulted in a current estimate of the equity risk premium of equity of9.57%. 

Public Staff witness Hinton concluded that based on all of the results of his DCF model 
that indicate a cost of equity from 8.48% to 8.80% with a central point estimate of 8.64%, and the 
risk premium model that indicates a cost of equity of 9.57%, he determined that the investor 
required rate.of return on common equity for CWSNC is between 9.1'1% which he rounded to 
9.10% as shown on Hinton Exhibit 8. 

Public Staff witness Hinton testified as to the reasonableness of his recommended return, 
that he considered the pre-tax interest coverage ratio produced by his cost estimates for the cost 
equity. He testified that based on his ·re9ommended capital structure, cost of debt, and equity 
return of9.I0%, the pre-tax interest coverage ratio is approximately 3.1 times. He testified that 
this tax interest covel'age and a funds flow to debt ratio of 25.0%, as shown on Supplemental 
Hinton Exhibit 10, should allow CWSNC to qualify for a single "A" bond rating. 

Witness Hinton also perfonned a comparable earnings analysis and a CAPM analysis 
solely as-checks on the results of this DCF and Risk Premium Regression Analysis. He testified 
that his comparable earnings analysis ror·a group of eight water utilities and nine LDC companies 
produced·a five-year average return on equity of9.83%. He testified that a weakness is that actual 
earned rates of return can be impacted by factors outside.the company's control, such as weather, 
inflation, and tax changes, including deferred income taxes. These unforeseen developments can 
cause a company's earned rate of return to exceed or fall short of its cost of capital during any 
certain period making-this method somewhat less reliable than other cost of capital methods, and 
it suffers from circular reasoning. In addition, he testified th.it earned rates of return on equity 
may often include non-regulated income. He testified that his CAPM analysis utilizing his 
preFerred geometric mean return produced return on equity estimates of 7.65% and 7.68% that 
arc at the low end ofCWSNC's cost of equity. As such, he testified his CAPM provides a limited 
check on his recommended cost or equity. 
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Witness Hinton in his direct testimony had a recommended a rate of return on. common 
equity of9.10% with a downward 10 basis point adjustment to reflect reduced risk due to the 
consumption adjustment mechanism CWSNC applied for in this proceeding. His resul~ing 
recommended allowed rate return on equity was thus 9.00%. After CWSNC withdrew its request 
for a consumption adjustment mechanism, witness Hinton filed supplemental testim_ony 
withdrawing this 1 Q.:.basis p0int d_ownW?rd adjustmenL 

Witness Hfnton testified that his recommended return on common equity takes into 
consideration the impact of the water and sewer system improvement charges (WSIC and SSIC) 
pursuant to N.C.G.S. § 62-113.12 on CWSNC's financial risk. He testified that the WS!C and 
SSIC mechanisms provide the ability for enhanced cost recovery of the eligible capital_ 
improvements which reduces regulatory lag through incremental and timely -rate increases. He 
testified he believes·this mechanism is·seen by debt arid equity investors as supportive regulation 
that mitigates business and regulatory risk. Witness Hinton testified -that he believ_es that this 
mechanism is noteworthy and.is supportive of his 9.10% return on equity recommendation. 

Witness Hinton testified that it is not appropriate to add a risk premium.to the cost of equity 
due.to the size of the company. He testified that CWSNC is owned by Corix Infrastructure, Inc. 
(Corix), which is owned by BCIMC. Corix has a· significant influence over the balances of 
common equity and long-term debt'ofUtilities, Inc. and CWSNC. Corix determiries.the amounts. 
of dividend payments to BCIMC and the frequency of those payments. He testified that from a 
regulatory policy perspective; ratepayers.should not be required to pay higher rates because they 
are.located in the franchise area of a utility of a size which is arbitrarily considered to be small. He 
further testified.that if such adjustments were routinely allowed, an incentive would exist for"large 
existing Utilities.to form subsidiaries when merging or even to s~lit-up into subsidiaries as to obtain 
higher allowed returns. He further testified-that CWSNC operates fo,a·franchise environment that 
insulates the company from competition and it operates-with-procedures in place that allow for 
rate adjustments for eligible capital improvements, cost increases, and other 1:1nusual circumstances 
that. imp!J,ct its earnings. Witness Hinton testified that CWSNC operates in the. water and sewer 
industry, where expensive bottled; water provides the only alternative to Utility service. It is 
factually correct that rating agencies and investors add a risk factor for small companies with 
relatively limited capital resources; however, the inherent protection from competition removes, 
this risk that would otherwise·be a concern to investors. • 

Witness Hinton noted that'he also testified to these same.size adjustment coricems in the 
last:.CWSNC rate case, Sub 360, where the Commission found that a size adjustment was· not 
warranted. He-testified that similar arguments were made·in,a 1997,CWS System, Inc., rate case,. 
Docket No. W-778, Sub 31, by witness Hanley ofAUS Consultants, who relied on similar cost of 
capital methods as witness D' Ascendis, as noted on pages 824-25 iii its Eighty-Seventh-Report of 
Orders and Decisions. In CWSNC's 199.4 rate case, Docket No. W-354, Sub 128, the Commission 
was-not persuaded to accept an adjustment -for small size and its elevated risk, as noted on page 
520 in its Eighty-Fourth Report on Orders and Decistons. Tr. vol. 7, 785-86. In a rate case brought 
by·North·Caiolina Natural Gas, Inc., Docket No. G-21, Sub 293, the explicit consideration of the 
small size of a regulated utility was argued before this Commission. In its December-6, 1991 Order 
in tlµt case, the Commission disagreed with the Company witness who testified that the 
Company~s small size warranted the selection,of other small sized companies in hiS proxy·group. 
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Wi_thess Hinton testified that while there are published studies that address ·how the smal1 size or 
a company relates to higher risks, he is aware or on1y one study by Dr. Annie·~ong1 that_focuses 
on the size of.regulated u!ilities and risk. He testified that Dr. Wong has.tested the data for a size 
premium iri utilities and ·concluded that "unlike industrial stocks, utility stocks do not exhibit a 
significant ~ize premium. As exJ)lained, there are several reasons why such a size premium would 
not be attributable to utilities because they are regulated closety,by state and federal agencies and 
commissions, and hence, their financial perfonnance is monitored on an ongoing basis b)' both the 
state and federal governments." Tr. vol. 7, 187. 

Public Staff Witness Hinton Cross-Examination 

Witness.Hinton testified on cross-examination thilt the,electric·and t1atural gas industries 
in North Carolina have a number·or surcharge rate adjustment mechanisms available to them which 
serve.to enhance revenue recovery 'and thereby stabilize earnings and that those mechanisms also 
employ deferral accounting as part,of the true:..up process. Witness· Hinton.also testified, that ail 
utilities are concerned with rc;gulatory lag and that surcharge rate adjustment mechanisms reduce 
regulatory lag, ... maybe significantly" Tr. vol. 7,, 105, 93. 

Witness Hinton also testified on cross-examination that during "the last couple years your 
[CWSNC's] earned returns have been•less than your allowed returns." Id. at 104. 

Witness I:-Iinton-further stat¢ _that he considered his.initial proposal (which he withdrew 
when CWSNC withdrew its request to implement a_.CAM).to impose a IO-basis point downward 
adjustment with respect to his recommended rate of return on common equity-in consideration of 
the.Company'_s initially~proposed CAM to be a "material" adjustment Td. at t 11. 

Witness Hinton also testified on cross-examination that the 23-basis point reduction in 
CWSNC's cost of long-term debt fromS.59¾ at the time the Company filed its Verified Rate Case 
Application to 5.36% at September 30, 2019; was "material." Id. at 1_33. 

Law Governing the Commission's Decision on Return on Equity 

In the·absence ofa st;ttlement.agreed to by all parties the Commission must exercise its 
independent judgment and arrive at its own independent conclusion as to all matters at issue, 
including the rate o[return on common equity. See, e.g., CUCA I, 348 N.C. at 466,500 S.E.2d 
707. In order to reach an appropriate indepe-ndent conclusion regarding the rate of return on 
common eq~ity tl)e Commission should evaluate the admitted evidence, particularly that presented 
by.coilflicting expert witnesses. State ex rel. Utils. Comm'n v. (;ooper, 366 N.C.,484, 739 S.E.2d 
541, 546-47 (2013) (Cooper f). !n this case the evidence relating to the Company's cost or equity 
capital was,presented by Company wimess D'Ascendis and Public Staff witness Hinton. No rate 
of return on common equity expert evidence.was presented by any,other party. 

1 Annie Wong, "Utility Stod:s wid the Siz.e Effect: An Empirical Ana]ysis," Journal of the Midwest Finance 
Association, pp. 95-101, (1993). " -
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The baseline for es·tablishment of an appropri_ate rate of return on common equity is the 
constitutional constraints established by the decisions of the United States Supreme Court in 
Bluefield Water Workr & lmpr<_Jvement Co., v. Pub. Serv. Comm 'n ofW. Va., 262-U.S. 679 (1923) 
(Bluefield), and Fed Power Comm'n v. Hope Natural Gas, Co., 320 U.S. 591 (1944) (Hope) 
which, as the Commission has previously noted, establish that: 

To' fix rates that- do. not allow a,utili_ty to recover its costs~ including the cost of 
c;quity capital, would be an unconstitutional laking. In assessing the impact of 
changing economic conditions on customers in setting an ROE, the Commission 
must still provi_de the public utility with the opportunity, by sound management, to 
(I) produce a fair profit for;its shareholders, iri view of cwrent economic conditions, 
(2) maintain its facilities and service, and (3) compete in the marketplace for capital. 

DEC Sub 1"146 Order at 50; see also Stale ex rel. Utils. Comm'n v. Gen. _Tel. Co:, 281 N.C. 318, 
370, 189 S.E.2d 705, 738 (1972) (Genera/Telephone). As the North Carolina Supreme Court 
held in General Telephone, these factors constitute "the test of a fair rate of return declared" in 
Bluefield and Hope. Id. 

The rate of return on common equity is, in fact, a cost. The return µtat•equity investors 
require represents the cost to the utility Of equity c.apital. 

[l]he cost'of capitaJ .to the utility is synonymous with the investor's return, and the 
cost of capital is the earnings which must be generated by the investment Of that 
capital in order to pay its price, that-is, in order to meet the investor's req1,1ired rate 
of return. 

Morin, Roger A., Utilitie.s' Cosl of Capital 19-21 (Public Utilities Reports, Inc. 1984). 'The term 
'cost of capital' may (also] be defined as the annuaJ percentage that a utility· must receive to 
maintain its credit, to pay a return.to the owners of the enterprise, and to ensure the attraction of 
capitaJ in amounts adequate to meet fu_ture needs."' Phillips, Charles F., Jr., The Regulalion of 
Public Uti/iJies (Public Utilities Reports, Inc. 1993), at 388. 

Long-standing decisions of the North Carolina Supreme Court -have recognized that the 
Commission's subjective judgment is a necessary part of determining the authorized rate of return 
on common equity. Public Staff, 323-NC at 490,374 S.E.2d at 369. Likewise, the Commission has 
observed·as.m(!'.ch in exercising.its duty to' determine the rate of return·on,common equity, noting 
thilJ suCh determination is not made-by application of any one simple mathematicaJ.formllla: 

Throughout-aJI of its decisions, the [United States] Supreme,Court 
has formulated no specific rules for detenniajng a fair rate of return, 
but it has enumerated a·number of guidelines. The co·urt.has mad_e 
it clear that. confiscation ,of property ml.ist be avoided, that no one 
rate can be considered. fair at aJI times and that regulation .does not 
guarantee a fair return. The.Court aJso has consistently.stated that a 
necessary prerequisite for profitable Operations is efficient and 
economicaJ management Beyond this is a list of several factors the 

973 



WATER AND SEWER - MISCELLANEOUS 

commissions are supposed to consider in·making·their Decisions, 
but no weights have been assigned. 

The•relevant economic criteria:enwi_cili.ted by the Court are three: 
financial integrify, capital attraction and comparable earnings. 
Stated another way,.the rate Of return allowed a public utility,should 
be high enough: (1) ·to ma~ntain ·the finab.cial integrity of the 
enterprise, (2) to.enable the utility to attract the new capital it needs 
to serve the public, and (3) to provide.a return on common equity 
that is commensurate with returns on investments in other 
enterpriSes of corresponding risk. These three economic criteria are 
interrelated and have been used-widely for many years by regulatory 
commissions. throughout the country in determining the rate of 
return allowed public utilities. 

In reality, the concept of a fair rate of return represents a 
"zone of reasonableness." M explained by the Pennsylvania 
commission: 

There .is a range of -reasonabl~ness _within which 
earnings may properly fluctuate and still be dee_med 
just_and reasonable and not excessive or extortionate. 
It-is·bounded at one,level by investor interest against 
confiscation and the need for averting any threat to 
the security for the capital embarked .upon the 
enterprise. At the other level it is bounded by 
conswner interest against excessive and 
unrea.sonnble'charges for service. 

As long as the allowed return _falls within this zone, 
therefore, it is just and reasonable .... It is the task of the 
commissions to translate· these generalizations into quantitative 
terms. 

Charles F. Phillips; Jr.,:17,e Regulation of Public Utilitie~ 3d ed. 1993, pp. 381-82. 
(notes omitted) 

Order Granting General Rate _Increase, Appllcalion of Carolina Power & Lighl ·Company. dlbla 
Progress Energy Carolinas,. Inc., for AdJwtmenl of Rates and Charges Applicable to Electric 
Utility Service in North Carolina, No. E-2, Sub 1023, at 35-36 (N.C.U.C. May 30, 2013), aff'd, 
State e:c rel. Utils. Comm'n v. Cooper, 367 N.C. 444, 761 S.E.2d 640 (2014)(2013 DEP Rate Case 
Order) (additions and omissions after"the first quoted panigraph in original). 

Moreover, in setting rates the Commission must not only adhere to the dictates of both the 
Unit_ed States and North Carolina Constitutions, .but, as has been held by the North Carolina 
Supreme Court, it mi.Jst set rates as low as possible consistent with constitutional law. State ex rel 
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Ulils. Comm'n v.,Puh . .Staff-N. Carolina Utils. Comm'n, 323 N.C.-481, 490, 374-S.E.2d 361,370 
(1988) (Public Stajj). Further, the North Carolina General Assembly has provided that the 
Comniission must also set rates employing a multi-element fonnula sef forth in N.C.G.S. § 62-133. 
The fonnula requires consideration-of elements beyOndjust the rate of return on equity element, 
and it inherently necessitates that the Commission make many subjective determinations, in 
addition to the subjectivity required to determine the rate of return on equity. The subjective 
decisions the ComlTlisSlon must make as to each of the elements of the formula can and often do 
have multiple a,nd varied impacts on all of the other elements of the formula. In other words, the 
formula clements are intertwined and often interdependent in their impact to the setting of just and 
reasonable rates. 

The fixing of a rate of return on the cost of property used and useful to the provision of 
service (as determined through the end of the historic· 12-month test period prior to the proposed 
effective date of.a requested change in rates, and adjusted for proven changes occurring up to the 
close of the evidentiary hearing) is but one of several interdependent elemerits of the statutory 
formula to be used in setting just and reasonable-rates. See N.C.G.S. § 62-133. North Carolina 
General Statute §'62-133(b)(4)·provides in pertinent part that the Commission shall: 

Fix such rate of return onJhe cost of the property .. . as will enable the public utility 
by sound management [I] to produce a fair returnJor its shareholders, considefing 
changing economic conditions and other/actors ... [2] to maintain its facilities 
and services in accordance with the reasonable requirements of its cus_tome_rs in the 
territory covered'by its franchise, and [3] to compete in the market for capital funds 
on tcnns that are reasonable and that are fair to its customers,and to its existing 
investors. [Emphasis·added.] 

The North Carolina Supreme Court has interpreted the above-emphasized language as 
requiring the Commission to make findings regarding the impact of changing economic conditions 
on customers when determining the proper rate ofreturn,on common equity for a public utility. 
Cooper 1, 366 N.C. at 495, 739 S.E.2d at 548. The Commission must exercise its subjective 
judgment so as to balance two competing rate of return on common equity-related factors-the 
economic conditions' facing the·Conipany's customer., and the Company's need to attract equity 
financing on reasonable tenns in order to continue providing safe and reliable service. 2013 DEP 
Rate Case Order at- 35-36. The Commission's determination in setting rates pursuant to 
N.C.G.S § 62-133, which includes the fixing of the rate of return on common:equity, always takes 
into account affordability ofpublic·utility service to·the using and corumming public. The impact 
of changing economic conditions on customers is embedded in the testimony of expert witnesses 
regarding their analyses of the rate of return on common equity using-various economic models 
widely used and accepted in utility regulatory rate-setting proceedings. 2013 DEP Rate Case 
Order, at 38. Further, 

[t]he Commission always places primary emphasis on consum~rs• ability to pay 
where economic conditions are difficult. By the same token, it places the same 
emphasis on consumers' ability to pay when economic conditions are favorable·as 
when the unemployment rate is low. Always 'there are customers facing difficulty 
in paying utility bills. The Commission does not grant higher rates of return on 
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equity when 'the general body of ratepayers is in a better position to pay than ·at 
other times .... 

Id at 37. Economic conditions.existing during the modified test year, at the time of the public 
hearill.gs, and at the da,e of the iSsuance of the Commission's order setting-rates·will affect not 
only the ability of the utility's customers to pay rates, buf also the ability of the utility to e.arn the 
ai.Jthorized rate ofretum during the perio~ the new rates will be in effect However, in setting the 
rate,.of return, just ~-the Commission is constrained to address the impact of difficult economic 
times-on customers' .ability to pay for,service. by establishing a lower rate of return on common 
equity in isolation from the many subjective determinatio_ns that must be made in a gem;ral rate 
case, ·it likewise is constrained' to address the effect of regulatory lag1 on the Company· by 
establishing a higher rate of return on common eqlJity in isolation. Instead, the Commission sets 
the rate of return considering both of these.negative impacts taken together in its.ultimate decision 
fixing a utility's rates. 

Thus, in swnmary and in accordance-with the applicable law,. the Commission's duty 
wider N.C.G.S. § 62-133 is to set rates as low as reasonably possible to the benefit of the 
customers -without impairing the Company's ability to attract the capital needed to provide 
reliable electric service and recover its ·cost of providing s_ervice. The Commission is guided by 
this premise when it makes it detennination of the_ appropriate.rate.of return on common equity. 

It is against this- backdrop of overarching principlenhat the Commission analyzes the 
e"Yidence presented in this case. 

Discussion and Application of Law to the F!)cts in this Case Regarding the Issue o"r Rat_e,of 
Return on Commoo·Equity • 

The Commission has carefully evaluated the.testimony-ofCWSNC witness D'Ascendis 
and Public Staff witness· Hinton. The results of each of the models or methods used by-these two 
witnesses to derive the return on·equity that each-witness recommends is shown below: 

1 Regula:lnry lag crisis where a utility's _realized, earned ·return is less than ils aul.horiz.ed return negatively 
affecting \he shareholder's return on investment as other expenses and debts owed are paid ahead ofinvesr.orretum. 
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D'Astendis D'Ascendis 
Utility-Proxy Group Rebuttal Late-Filed 

Exhibits Exhibits Hinton 
DCF 8.81% 8.81% 8;64% 
Risk Premiuni l0.12% 10.00% 9.57% 

PRPM 10:84% 10;73% 
Total Market RPM 9.39% 9.27% 

CAPM 9.35% 9.290/o 7.65~8.96%* 
Traditional·CAPM 8.90% 8.84% 
ECAPM 9.80% 9a74% 

Comparable Earnings -- -- 9.83%• 

Non-Price Reg!!!ated Pro!)::: Groug 1129% 11.16% 
DCF 11.63% l'l.63%" 
Risk Premii.nn 11.41% 11.23% 
CAPM 10.44% 10.39% 

Indicated on Return on 9.80% 9.15% 9.10% 
J." nuitvBefore Adjustment 

, Size Adjustment 0.40% 0.40% --

Recommended Return on Equity 10.20% 10.15% 9.10% 
• Note: Provided solely as a check and not used in formulating this witness)~ recommended allowed 
rate ofretum on common equity. 

The range of the rate of return on common equity recommendations from the lwo expert 
witnesses is 9.l0% to 10;20%. Underlying the lower rate. of return on common equity 
recommendation of 9:10%, is a rate of return On common equity range of 7.65% to 9.83%, 
a.ccording .to witness Hinton's testimony concerning his cost of common equity analyses. 
Similarly, underlying the higher rate,ofretum-on common equity recommendation of 10.20%.is a 
range of 8.81 % to I 1.29%, according to, witness D' Ascend.is' rebuttal testimony concerning his 
cost of common equity analyses. Such a wide range of estimates by expert witnesses is not atypical 
in-proceedings before the Commission with respect to the retwn on·the equity·issue. Neither is the 
seemingly endless debate and habitual differences in judgment among expert witnesses on the 
virtues of one niodel or method versus another and how to best detennine and measure the required 
iilputs of each.model in representing the interests·of the party on whose behalf they are testifying. 
Nonetheless. the Commission is· uniquely situated, qualified, and required to use its impartial 
judgment to detennine tlie retum on equity.based on·the testimony and evidence in this proceeding 
in accordance with the legal guidelines discussed.above. 

In doing so the Commission finds that the DCF (8.81%), Risk Premium (10.00%) and 
CAPM (9:29%) model results provided·by wi_tness.O'Ascendis, as updated to use current rates in 
D' Ascendis Late.:filed ~ibit No. l, as well as the risk premium (9:57%) analysis of witness 
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Hinton, are· credibl.e, probative, and are entitled to substantial weight as set forth· below. The 
Commission further finds thaHhe rate of return on coinmon equity trends, particularly.as embodied 
by data points in Public Staff D' Ascendis ·Cross-Exarnination Exhibits 1 and 2 to ·be c~ible, 
"positive and·corroborative evidence enti!led to some weight. I.Accordingly, the evidence.presente" 
concerning other authorized r?tes of return· on equity, when put ,into proper context, lends 
substantial support and-corroboration to afoiding thata.9.50% rate of return on common equity is 
appropriate in this case. 

Company witness D' Ascendis, noting that CWSNC:is not publicly traded, first established 
!:J. group of six relatively comparable·riSk water companies that are publicly traded (Utility P_roxy 
Group). He !estified that use of relatively comparable risk coiripanie5 as proxies is consistent with 
p_rinciples.of fair rate of return established in the~ and Bluefield cases, which are recognized 
as the primary standards-for the establishment ofa fair return fora regulated public utility. He then 
applied the DCF, the. CAPM, and the·riskpremium models to the market data of the Utility Proxy 
Group. Witness D' Ascendis' DCF model indicated_ a.cost of equity of 8.81 %, his CAPM model 
indicated a cost of equity. of 9.29%, and his Risk Premium model indicated a cost of equjty of 
10.00%. The Commission finds and concludes _that analyses using interest rate forecasts rely 
unnecessarily on projections. The.Commission approves· the use of current.intery:st rates, rather 
than projected near-term or long-term interest rates. The Commission fmds witness D' Ascendis' 
late-filed exhibit Risk Premium Model and his 13.te-~led exhibit CAPM analysis ~ing the current 
30-year-Treasury yields to be cre4ible, probative and entitled to substantial weight. 

Witness Hinton applied a 11,Sk premium analysis by perform!ng a regression analysis using 
the allowed rehfrllS on common equity for water utilities from various public utility commissions, 
as reported in an·RRA Water Advisory, with the average Moody's A-rated bond.yields.for public 
utility bonds from 2006 through 2019. The results of the regression analysis Were combined with 
recent monthly yields to provide the current cost of equity. According to witness Hinton, the use 
of allowed returns as the. basis for the expected equity return h~ strengths over other risk premium 
approaches that ~stimate the expected return on equity and subtract a repres-ehtative cost of debt 
He testified-that one strength of his approach is that authorized returns- on equity are generally 
arrived at through lengthy investigations by various parties with Opposing views on the rate of 
return required by inv~stors. Thus, it is'reasonable to conclude that the approved returns are good 
estimates for the:cost of equity. Witnes~ Hinton testifjed that applying the significant.statistical 
relationship of the allowed equity returns.and bond yields from the regression ailalysis and adding 
cun'en~ utility bond cost of 3.71% resulted in a current estimate of the cost of equity- of9.57%. 

1 The Commission detennines the appropriate rote of return on common equity based upon the evidence 
and p:inicu1ar circumstances of each case. However, the Commission belie\les that.the rate of return on common 
equity trends and decisions l?Y other regu1atory authorities deserve some ·weight, as (I) they provide a check or 
addilionaJ perspective.on the case-specific Cil'ClllllslallceS, and (2) the Companymust compete with other regulated 
utilities in the capital markets, meaning that a rate of return on 'commonequity signifi~tly lower than that approved 
for other utilities of comparable risk wou1d·underroine the Company's ability to raise necessary capital, while a rate 
of ~tum on common equity significantly higher than other utilit\es of coniparablri risk would result in rustomers 
paying more than necessary. In this proceedin~ witness Hiilt?n's. risk premium analysis, as well as Public Staff 
D' Ascendis Cross-ExaroinalionExh.ibitNo. I, page2 and No. 2 provide credible, positive and corroborative evidence. 
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The average of witness D'Ascendis' Utility Proxy.Group late-filed exhibit DCF result of 
8.81%, CAPM result of9.29% and RPM result of 10.00% and witness Hinton's RPM of9.57% is 
9.42%. A retwn on common equity•of 9.50% is thus supported by the average of the results of the 
four above-listed:-cost of equity mc:x:Iels which the Commission finds are credible, probative, and 
entitled to consideration based on the record in this proceedUlg. 

The Commission gives no weight to·the DCF, CAPM and comparable earnings analyses 
of witness Hinton who presented his·CAPM and comparable earnings methods only as a check on 
his DCF and Risk Premiwn Regression analyses. For reasons generally stated by witness 
D' Ascendis, the Commission concludes that witness Hinton's use of a proxy group of natural giis 
companies in his DCF and CAPM-analyses is inappropriate for determining the appropriate return 
on equity in this-case. The indicated returns on equity using the water proxy groups in witness 
Hinton's DCF (8.48%) and CAPM (7.65% to 8.96% with a rriidpointof8.31%) are outJiers as they 
fall,far.,below-the other rate of return on,common equity analyses in this proceeding. 

Witness Hinton's comparable earnings analyses are not reliable as the earned rates of return 
on equity listed in Hinton Exhibit 6 contain. non-regulated earnings and increased earnings 
resulting from deferred income tax:es. Witness D' Ascendis on cross~examination testified that 
American States Water has significant operations-in Army bases arotmd the country and.also has 
an electric utility. Although the California Utilities Commission on March 22, 2018, approved an 
8.90% rate of return on common equity-for Golden State Water Company which.is a wholly-owned 
subsidiary of American States Water as shown on Public Staff-D'Ascendis Cross-Examination 
Exhibit 61 American'States Water achieved earned rates ofrettirn on equity Of 11.40% in 2018 and 
12.0% in 2019 as shown on Hinton·Exhibit 6. In addition, although the most recent rate order for 
Middlesex Water Co. in New Jersey was issued on March 24, 2018, which approved a 9.60% rate 
ofreturn,on common equity as shown on Public,StaffD'Ascendis Cross-Examination Exhibit 3, 
the Middlesex Water Co. earned rate ofreturn:on-common equity for 2018 was 13.0% and 2019 
earned rate of return on common equity was 12.0% as shown-on Hinton Exhibit 6. 

In addition to-estimating the cost of equity for·his Utility Proxy Group of publicly-traded 
water utilities, witness D'Ascendis attempted to estiniate the cost of equity for another proxy group 
consisting of 10 dOmestic, non-price regulated companies. The rebuttal results of the DCF, RPM, 
and CAPM applied.to the non-price regulated proxy group are 11.63%, 11.23%, and 10.39%, 
respectively. The Commission concludes that these-results are unreasonably high. Each of these 
results is higher than witness D' Ascendis'·estimates of the cost of equity for his own Utility Proxy 
Group and deserves no weight. The Commission further concludes that -given the difference in 
these results, the risk of the two groups·is not equal and the Utility Proxy Group is more reliable 
as-a proxy for the investment risk of common equity in·CWSNC. 

After determining that the indicated cost of equity from the DCF, CAPM, and-risk premium 
methods applied to both of his proxy groups "equals in his rebuttal 9.80% rate of return on common 
equity, witn·ess D' Ascendis then-adjusted the indicated-cost of equity upward by 0.40% to reflect 
CWSNC's smaller size compared·to companies in his Utility Proxy Group. He testified that the 
size of the· company is. a significant element of business risk for which investors expect to be 
compensated through higher returns. Witness D' Ascendis calculated his size adjustment as 
described in· his prefiled direct testimony and stated that even though a 3.94% upward size 
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Witness D' Ascend is testified that the rate of- unemployment has fallen substantially in 
North CaroHna and the U.S. since late 2009 and early 2010, when the rates peaked at '10.00% and 
12.00o/o, respectively. He testified that by April _2019, the unemployment rate had fa1len to less 
thnn one-half of those peak levels: 3.30% nationally; and 3.60% in North Carolina. 

Witness D' Ascendis testified that he was also able to review (seasonally· unadjusted) 
unemployment rates in the counties served by·CWSNC. At its peak,-which·occurred in·late 2009 
into early 2010,-the unemployment,rate in those counties reached an averag~ 12~86% (58 basis 
points higher than the State-wide average); by April 2019, it had fallen to 3.68% (S'basis points 
higher than The state-wide average). 

Witness D' Ascendis testified that for real Gross Domestic Product growth, there also has 
been a relatively ·strong correlation _between North Carolina and the national economy 
(approximately 69%). Since the financia1 crisis, the national rate of growth at times (during 
portions of 2010 and-2012) outpaced North Carolina's rate of growth. He testified that since the 
second quarter of 2015; however, North Carolina has consistently exceeded the national 
growth rate. 

As·to median household income, witness D' Ascendis testified that the correlation·between 
North'Carolina and the U.S. is relatively strong (approximately 87% from 2005 through 2018). 
Since 2009, the years subsequent to the financia1 crisis, median hous~hold income in. North 
Carolina has groWil at a similar animal rate as the national-median income (2.32% vs. 2.65%). 

Witness D'Ascendis summari:zed stating in the Commission's order on Remand in Docket 
No. E-22, Sub 479, the Commission observed that economic conditions in North Carolina Were 
highly correlated with-national conditions, ·such that they were reflected _in the analyses used·to 
deterrni!}e the cost of common equity. He testified that those·relationships still hold: Economic 
conditions in North Carolina continue to improv~ from the recession following the 2008/2009 
financial crisis, and they continue to .be strongly correlated t0 conditions in the United States, 
generally. He testified that unemployment, at'both the State and county level, continues to fa]! and 
remains highly correlated with nationa1 rates of unemployment; -real Gross Domestic Product 
recently has grown faster in North Carolina than the .national rate of growth, although the, two 
remain fairly well correlated; and median· household income also has grown faster in North 
Carolina than the;; rest of the Country,,and remains·strongly correlated-with national levels. 

The Commission's review also includes consideration of the evidence presented by 
23 witnesses.during the public witness hearings,.almost all of whom presently are customers of 
CWSNC. The Commission held six evening hearings throughout CWSNC's North Carolina 
service territory to receive public testimony. The testimony presented at the hearings illustrates the 
difficult ecoriomic conditions facing many North Carolina-citizens. The.Commission accepts as 
credible, probative, and entitled to substantial weight the testimony of the public witnesses. 

Based upon the general state.of the economy and the continuing affordability of water and 
wastewater utility service, and after weighing and ba1ancing factors affected by the changing 
economic conditions in making the subjective d~isions required, the Commission concludes that 
an allowed rate of return on common equity of9.50% will not cause.undue hardship to customers 
even th6ugh some will struggle to pay the increased rates resulting from this decision. When the 
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Commission's decisions are viewed as a whole, including the decision to establish the rate of return 
on common equity at 9.50%, the Commission's overaII decision fixing rates in this general rate 
case results in low~ rates to.consume_rs in the existing economic environment 1 

All of the scores of adjuslments the Commission .approves reduce the revenues to be 
recovered from ratepayers and the return to be paid .to equity investors. Some adjuslments reduce 
the authorized rate of return on inveslmeilt financed by equity invcst_ors. The noted adjusbnents 
are made solely to reduce ·rates and provide rate stability to consumers (and return to equity 
investors) to recognizethe difficulty for consumers to pay in the current economic environment 
While the equity investor's cost was calclllated by resort tci a rate of return on common equity of 
9.50% instead of the 10.20% recommended by CWSNC witness D'Ascendis on rebuttal. This is 
only one apJ)rovcd:adjustment·that reduced ratepayer responsibility and equity irivcstor reward. 
Many other adjustments reduced the dollars the investors actually have the opportunity. to receive. 
Therefore~ nearly all of these other adjustments reduce ratepayer responsibility and equity investor 
returns in compliance with the Commission's responsibility to establish rates as !Ow as reasonabl)' 
pennissil:ile without transgressing constitutional constraints, and thus, inure to the benefit of 
consumers' ability to pay their bills in this economic environment 

Despite the improving economic-conditions and their effects on CWSNC's customers, the 
Commission recognires the financial difficulty that an increase in CWSNC's rates may create for 
some of CWSNC's customers, especially .low-income customers. As shown by the evidence, 
relatively small changes in. the rate of teturrl on common equity have a sutistantial impact on a 
.utility's base rates. Therefore, the Commission has carefully .coruidered changing economic 
. conditions and their effects.on CWSNC's customers in reaching-its decision regarding CWSNC's 
approved rate of return on ccimrnoD"equity. 

The Commission recognizes that th¢ Company is investing Significant sums in system 
improvements to serve its cus!omcrs, thus requiring the Company to maintain its creditworthiness 
in order to compete for large sums of capital on reason-able tenns. The Commission milst weigh 
the impact of changiJlg, economic ·conditions on -CWSNC's customers against the benefits that 
those ,customers derive from the Company~s ability- to provide saf~ adequate, and reliable water 
and wastewater service. Safe, adequate, and reliilble water and wastewater Service is essential to 
the well-being ofCWSNC's customers. 

The Commission finds, and concludes that these investments by_ the Company provide 
significant benefits to.CWSNC's customers. The Gomrnission concludes that_the return on equity 
approved.by the-Commission in this proceeding appropriately balances the benefits received by 
CWSNC's customers from CWSNC's provision of safe, adequate, and reliable water and 
wastewater- service with the difficulties that some of CWSNC's customers will experience in 
paying CWSNC's increased rates. 

1 The Commission notes consumers pay rates, a charge in dollars per 1,000 gallons for the waterthey 
consume and-a monthly flat rate for residential wastewater customers. They do not pay a "rate of return on equity," 
though it_ is a component of the Company's cost of pro..,iding service which_is built _into thebilled rates. ln..,estors are 
compensated by earning a return on the.capital they in"est'in the business. Per- the Commission detennination of.the 
rate of return on common equity in this matter, investors will have theopportllllity to be paid-in dollars for the dollars 
they invested at the rate of9.50%. 
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The Commission notes ftµtiler that its approval of a rate of r~twiJ. on common equity at the 
Jevel of 9.50% or-for that matter at any level;is not a guarantee to the.Company that it will earn-a 
rate of retwn on common equity at that _level. ·Rather, as North Carolina law requires, setting the 
rate of return on commoD'equity at this leve_l merely affords CWSNC the opportunity to achieve 
such a return. The Commission finds arid' concludes, based upon all the evidence presented, that 
the rate of return on common equity provided for herein will indeed afford the Company the 
opportunity to earn a-reasonable and sufficient return for its shareholders while-at the same time 
producing rates that are just and reasonable to its customers. 

Capital Struclure 

CWSNC witness D' Ascendis' dlrect testimony ~mITlended the use of the actual 
capital st:n,icture of Utilities, Inc. of 52104% long-tenn debt" and 47~96% common equity as of 
March31,2019. 

In his testimony Pllblic Staff witness Hinton recommended a 50.90% Iong-tenn debt and 
49.10%,common equity capital structure based.upon·_updaied infonnation provided by CWSNC 
concerning the Utilities, Inc .. actual capital structure at S~ptember 30, 2019. The Partial Stipulation 
also supports a 50.90¾ long-tenn debt and 49.10% common equity capital structure. No other 
party presented evidence as to a different capital structure. 

Accordingly, the Commission finds that the recommended capital structure of 49.10% 
common equity and 50.90% long-term debt is just and reasonable.to all.parties in light of all the 
evidence presi;nted. 

Cosio/Debt 

In its_ Application CWSNC proposed a· cost rate for long-term debt of 5.59%. In his 
testimony, witness Hinton -rec9mmended the cost of debt 5.36% as of September 30, 2019. In 
addition, the Stipulation includes a CO st of debt rate of 5.36%. No other party offered any evidence 
·supporting a debt cost rate below 5.36%. 

Therefore, the Commission finds -that the· use of a debt ,cost rate of 5.36% is just and 
reasonable to all parties based upon the evidence presented in this proceeding. 

EVIDENCE'AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 60 

Revenue Requiremeut 

The following schedules summarize the gross revenue,and overall rate of return that the 
Company Should have-a reasonable Opportunity to,achieve based on ~e increases in revenues 
approved in this Order for each rate entity. These schedules, illustrating the ·Company's gross 
revenue requirements, incorporate the adjustments· found appropriate by the ·commission in 
ihis Order. -
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SCHEDULE! 

Carolina Water Service, Inc. or North Carolina 
Docket No. W0 354, Sub 364 

Net Operating Income·for.a Return 
For lhe Twelve Months EndedMarch 31, 2019 

CWSNC Combined Operations 

Present' Increase 
Rates Am;:irOved. 

Operating Revenues: 
Service revenues $33,852,232 $4,969,441 
Miscellaneous revenues 387,492 14,956 
Uncollectibles (271,142) (38 638) 
Total ,operating revenues 33'968 582 4 945,159 

Operating Revenue Deductions: 
Salaries and wages- MIUnlenance 4,949,710 0 
Purchased power 2,!03,043 0 
Purch:lSed water and sewer 2,219,243 0 
Maintenance and repair 3,120,935 0 , 
Maintenance testing, 544,432 0 
Meter reading 206,176 0 
Chemicals 693,596 0 
Transportation 534,200 0 
Operating expense charged to-plant (665,133) 0 
Outside services - other 1,191,299' 0 
Sal~ies and wages-General 2,004,409 0 
Office supplies & other office exp. 568,864 0 
Regulatory commission expense 307,754 0 
Pension and other benefits 1,600,158 0 
Rent 330,308 0 
Insurance 782,562 0 
Office utilities 747,670 0 
Mi.S:cellaneous 218,417 0 
Depreciation expense 6,580,711 0 
Amortization of-CIAC (1,476,955) 0 
Amortization of PAA (76,623) 0 
Amortization ofITC (579) 0 
Franchise lind other taxes (655) 0 
Property taxes 268,734 0 
Payroll taxes 527,428 0 
Regulatory fee 44,159 6,429 
Deferred income tax (69,128) 0 
State income tax. 75,474 123,484 
Federal income tax 618,133 1,011,327 
Rollllding Q l 
Total operating revenue deductions 27,948 343 I 141 241 

Net operating income for a return $6 020 2.12_ $3 804 SIS 

98~, <· 

Aller 
Approved 
Increase 

$38,821,673 
402,448 

(309 780) 
38,914,341 

4,949,710, 
2,!03,043 
2,219,243 
3,120,935 

544,432 
206,176 
693,596 
534,200 

(665,133) 
1,191,299 
2,004,409 

568,864 
307,754 

1,600,158 
330,308 
782,562 
747,670 
218,417 

6,580,711 
(1,476,955) 

(76,623) 
(579) 
(655) 

268,734 
527,428 
50,588 

(69,'128) 
198;958 

1,629,460 
l 

29,089584 

_$2.R24 75J 



WATER AND SEWER - MISCELLANEOUS 

SCHEDULE II 

Carolina Water. Service, Inc. or North Carolina 
Docket No. W-354, Sub 364 

Original Cost Rate Base 
For the Twelve Months Ended March 31, 2019 

CWSNC Combined Operations 

Plant in service 
Accumulated depreciation 
Net plant in service 

Cash working capital 
Contributions in,aid of construction 
Advances in aid of construction 
Accumulated deferred-income taxes 
Customer deposits 
Inventory 
Gain on sale and flow back taxes 
Plant acquisition adjustment 
Excess book value 
Cost-free capital 
Average tax accruals 
Regulatory liability for excess deferred taxes 
Deferred charges 
Proforma plant 

Original cost rate.base 

Rates of return: 
Present 
Approved 

986 

$238,212,084 
(57,897,943) 
180,314,141 

2,404,800 
(40,270,675) 

(32,940) 
(5,995,444) 

(315,447) 
271,956 

(417,811) 
(837,878) 

0 
(261,499) 
(143,198) 

(3,941,344) 
2,122;707 

i) 

$112 897 368 

4.53% 
7.39% 



Long-Tenn Debt 
Common Equity 
Total 

Long-Tenn Debt 
Common Equity 
Total 

WATER AND SEWER- MISCELLANEOUS 

SCHEDULE III 

Carolina Water Service, Inc. of North Carolina 
Docket No. W-354, Sub 364 

Statement ofCapitaJization·and Related Costs 
For the Twelve Months Ended March 31, 2019 

,CWSNC Combined Operations 

Original Embedded 
Ratio Cost Cost 

Rate Base 

PRESENT RA TES 
50.90% $61,644,760 5.36% 
49.10% 65,252,608 3.67% 
~ $132 897 368 

APPROVED RATES 
50.90% $ 6 I ,644, 760 5.36% 
~ 65152,608 9.50% 
~ $132 897 368 

987 

Net 
Operating 
Income 

$3,625,759 
2 394 480 

$6 020239. 

$3,625,759 
6,198,998 

$9 824 7~7 



WATER AND SEWER - MISCELLANEOUS 

SCHEDULE I-A 
Carolina Water Service, Inc. of Nor1h.Carolin11 

Docket No. W-354, S_ub 364 
Net Operating Income for a Retmn 

For the Twelve Months Ended March 3 I. 2019 
cwsNC Water Operations 

Present Increase 
Rates AI!l!:roved 

Operating Revenues: 
Service revenues $17,485,912 $1,785,873 
Miscellaneous revenues 189,818 5,357 
Uncollectibles (129,396) (13 215) 
Total operating revenues 17546334 1778015 

Operating Revenue Deductions: 
Sa1aries and wages - Maintenance 2,684,228 0 
Purchased power 1,048,858 0 
Purchased water and sewer 1,478,502 0 
Maintenance and repair 909,143 0 
Maintenance testing 202,228 0 
Meter reading 175,422 0 
Chemicals 311,580 0 
Transportation 283,615 0 
Operating expense charged to plant {360,703) 0 
Outside services - othei 654,506 0 
Salaries and wages -General 1,086;<)91 0 
Office supplies & other office expense 308,786 0 
Regulatory commission expense 169,355 0 
Pension and other benefits 867,766 0 
Rent 178,706 0 
Insurance 423;389 0 
Office.utilities 411,346 0 
Miscellaneous 120,273 0 
Depreciation expense 3,198,990 0 
Amortwltion ofCIAC (704,302) 0 
Amortization of.PAA (115;669) 0 
Amortization-or ITC •(328) 0 
Franchise and other taxes (3,473) 0 
Property taxes 154,066 0 
Payroll taxes 286,024 0 
Regulatory foe 22,810 2,312 
Deferred-income tax (26,513) 0 
State income Lax 50,650 44,393 
Federal income tax 414;823 363,575 
Total operating revenue deductions 14231071 410280 

Net operating income for a return $3315263 i1 3Q11J~ 

988 

After 
Approved 

Increase· 

$19,271,785 
195,175 

(142,611) 
19,324,349 

2,684,228 
1,048,858 
1,478,51)7 

909,143 
202,228 
175,422 
311,580 
283,615 

{360,703) 
654,506 

1,086,991 
308,786 
169,355 
867,766 
178,706 
423,389 
411,346 
120,273 

3,198;<)90 
(704,302) 
(115,669) 

(328) 
(3,473) 
154,066 
286,024 
25,122 

(26,513) 
95,043 

778,398 
14,§;:!1 351 

$~ §82,9..28 



WATER AND SEWER - MISCELLANEOUS 

SCHEDULE II-A 
Carolina Water Service, Inc. of North Carolina 

Docket No. W-354, Sub 364 
Original-Cost Rate Base 

For the Twelve Monlhs Ended March 31, 2019 
CWSNC Water Operations 

Plant in service 
Accumulated depreciation 
Net plant in service 

Cash working capital 
Contributions in aid of construction 
Advances in aid of construction 
Accumulated deferred income taxes 
Customer deposits 
Inventory 
Gain on sale and flow back taxes 
Plant acquisition adjustment 
Excess book value 
Cost~free capital 
Average tax accruals 
Regulatory liability for excess deferred taxes 
Deferred charges 
Pro fonna plant 
Origin.al cost rate base 

Rates of return: 

Present 
Approved 

989 

Amount 

$114,766,817 
(29 553,703) 

85,213,114 

1,184,436 
(17,662,813) 

(23,760) 
(2,312,807) 

(175,942) 
167,608 

(281,868) 
(2,085,004) 

0 
(121,791) 
(81,595) 

(2,084,991) 
1,611,323 

Q 
$63 345 909 

5.23% 
7.39% 



Long-term Debt 
Common Equity 
Total 

Long-term Debt 
Common Equity 
Total 

WATER AND SEWER - MISCELLANEOUS 

SCHEDULE lll-A 
Carolina Water Service, Inc. of North Carolina 

Docket No. W-354, Sub 364 
Statement of Capitaliz.ation and Related Costs 
For the Twelve Months Ended March 31, 2019 

CWSNC Water Operations 

Ratio 

50.90% 
49.10% 
~ 

50.90% 
49.10% 

~ 

Origin~! Cost 
Rate Base 

Embedded 
Cost 

PRESENT RA TES 
$32,243,068 5.36% 

3 I, I 02,841 5.10% 
$ 63145 909 

APPROVED RA TES 
$ 32,243,068 

31 102,841 
$ 63 345 909 

990 

5.36% 
9.50% 

Net Operating 
Income 

$1,728,228 
1,587,035 

$3315263 

$1,728,228 
2,954,770 

$4 682,998 



WATERAND SEWER - MISCELLANEOUS 

SCHEDULE 1-B 
Carolina Water Service, Inc. of North Carolina 

Docket No. w,354, Sub 364 
Net Operating Income for a Return 

For lhe Twelve Months Ended. March 31, 2019 
CWSNC Sewer Operations 

Operating Revenues: 
Service revenues 
MiscelJaneous revenues 
Uncollectibles 
Total operating revenues 

Operating Revenue Deductions: 
'SaJaifos and wages-MIDntenance 
Purchased power 
Purchased water and sewer 
Maintenance and repair 
Maintenance testing 
Meter reading 
Chemicals 
Transportation 
Operating expense charged to plant 
Outside services - other 
Salaries and. wages - General 
Office supplies & other office exp. 
Regulatory commission expense 
Pension and Other benefits 
Rent 
Insurance 
Office utilities 
Miscellaneous 
Depreciation expense 
Amortization ofCIAC 
Amortiz.ation of PAA 
Amortization of ITC 
Franchise and other taxes 
Property taxes 
Payroll taxes 
Regulatory fee 
Deferred income tax 
State income.tax 
Federal income tax 
Total operating tevenue deductions 
Net operating income for a return 

Present 
fut!§ 

$12,961,929 
124,500 

(2!!,ll!} 
12 987,918 

1,622,020 
838,308 
740,741 

1,940,932 
308,671 

0 
318,617 
171,371 

(217,966) 
395,475 
656;845 
186,580 
102,331 
524,372 
107,979 
255,830 
248,550 

74,254 
2,821,151 
(570,054) 
(16,931) 

(251) 
(2,595) 
93,092 

172,838 
16,884 

(33,406) 
14,845 

121,581 
10,892,064 

$2 095,854 

991 

In_crease 
Approved 

$2,942,923 
8,829 

122,366) 
2;929,386 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

3,808 
0 

73,140 
599 012 
675 960 

$2 253426 

After 
Approved 
Increased 

$15,904,852 
133,329 

(120,877) 
15,917,304 

1,622,020 
838,308 
740,741 

1,940,932 
308,671 

0 
318,617 
171,371 

(217,966) 
395,475 
656,845 
186,580 
102.33 I 
524.372 
107,979 
255,830 
248,550 
74,254 

2,821,151 
(570,054) 
(16,931) 

(251) 
(2,595) 
93,092 

172,838 
20,692 

(33,406) 
87,985 

720,593 
11,568,024 

$4 349.280 



WATER AND SEWER-MISCELLANEOUS 

SCHEDULE 11-B 
Carolina· Water Service, 1nc. of North Carolina 

DockctNo. W-354, Sub364 
OriginaJ CostRate Base 

For the Twelve.Months Ended March 31;.2019 
CWSNC Sewer Operations 

Plant in service 
Accumulated depreciation 

Net plant in service 

Cash working capital 
,ContributiollS.io aid of construction 
Advances in aid of construction 
Accumulated deferred inCOme taxes 
Customer deposits 

Inventory 
Gain on sate·and Qow back taxes 

Plant acquisition adjustment 

Excess book value 
Cost.:.free capital 
Average tax accruals 

Regulatory liability- for excess deferred taxes 

Deferred charges 
Pro .form.a plant 

Original cost rate base 

Rates of return: 

Present 
Approved 

992 

$102,974,564 
(23,646,093) 

79,328,471 

941,771 
(17,559,280) 

(9,180) 
(2,884,203) 

(106,311) 
101,275 

(135,943) 
296,963 

0 
(1'.19,708) 
(49,923) 

(1,259,826) 
307,657 

0 

$58 831 763 

3.56% 
7:39% 



Long-term Debt 
Common Equity 
Total 

Long-term Debt 
Common Equity 
Total 

WATER AND SEWER - MISCELLANEOUS 

SCHEDULE III-B 
Carolina Water Service, Inc. of North Carolina 

Docket No. W-354, Sub 364 
Statement of Capitalization and Related Costs 
For the Twelve Months Ended March 31, 2019 

CWSNC Sewer Operations 

Original Cost Embedded 
Ratio Rate Base Cost 

PRESENT RA TES 
50.90% $29,945,367 5.36% 
49.10% 28,886,396 1.70% 
~ $ 58 831 763 

APPROVED RA TES 
50.90% $29,945,367 5.36% 
49.10% 28 886,396 9.50% 
~ I ss 831 763 

993 

Net Operating 
Income 

$1,605,072 
490 782 

&~ 

$1,605,072 
2 744,208 
~ H2280 



WATER AND SEWER - MISCELLANEOUS 

SCHEDULE 1-C 
Carolina Water Service, Inc. of North Carolina 

Docket No. W-354, Sub 364 
Net Operating Income for a Return 

For the Twelve Months Ended March 31, 2019 
BF/FH/fC Water Operations 

Operating Revenues: 
Sel"Vice revenues 
Miscellaneous revenues 
Uncollectibles 
Total operating revenues 

Operating Revenue Deductions: 
Salaries and wages - Maintenance 
Purchased power 
Purchased water and sewer 
Maintenance and repair 
Maintenance testing 
Meter reading 
Chemicals 
Transportation 
Operating expense charged to _plant 
-Outside services - other 
Salaries and wages- General 
Office supplies & other office exp. 
Regulatory commission expense 
Pension -and other benefits 
Rent 
Insurance 
Office utilities 
Miscellaneous 
Depreciation expense 
Amorti:zation-of CIAC 
Amortization of PAA 
Amortiz.ation of ITC 
Franchise and other taxes 
Property taxes 
Payroll taxes 
Regulatory fee 
Deferred income tax 
State income tax 
Federal income tax 
Total operating revenue deductions 
Net operating income for a return 

Present 
Rates 

$1,304,521 
51,060 

M.ill} 
1,339,014 

308,862 
69,724 

0 
63,151 

8,314 
30,753 
44,189 
38,746 

(41,503) 
69,135 

125,075 
35,984 
17,639 
99,850 
21,337 
50,550 
43,252 
11,671 

169,164 
(56,417) 

13,303 
0 

2,583 
10,553 
32,912 

1,741 
(923) 
2,145 

17,569 
1,189,358 
$!49 656 

994 

Increase 
Approved 

$97,488 
312 

(I 239) 
96,561 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

125 
0 

2,411 
19,745 
22,281 

~ 

Afler 
Approved 

Increase 

$1,402,009 
51,372 

L!.1-fil!fil 
1,435,575 

308,862 
69,724 

0 
63,151 
8,314 

30,753 
44,189 
38,746 

(41,503) 
,69,135 
125,075 
35,984 
17,639 
99,850 
21,337 
50,550 
43,252 
11,671 

169,164 
(56,417) 

13,303 
0 

2,583 
10,553 
32,912 

1,866 
(923) 
4,556 

37,314 
1 211 639 

$.Z2J 936 
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SCHEDULE 11-C 
Carolina Water Service, Inc. of North Carolina 

Docket No. W-354, Sub 364 
Original Cost Rate Base 

For the Twelve Months Ended March 31, 20 I 9 
BF/FH/T'C Water Operations 

Item 

Plant in service 
Accumulated depreciation 

Net plant in service 

Cash working capital 
Contributions in aid of construction 
Advances in aid of construction 
Accumulated deFcrred income taxes 
Customer deposits 
Inventory 
Gain on sale and flow back taxes 
Plant acquisition adjilstment 
Excess book value 
Cost-free capital 
Average tax. accruals 
Regulatory liability for excess deferred taxes 
Deferred charges 
Pro fomm plant 

Original cost rate base 

Rates of return: 
Present 
Approved 

995 

Amount 

$6,285,688 
2 083 262) 

4,202,426 

124,591 
(1,055,139) 

0 
(84,226) 
(16,236) 

1,503 
0 

13,196 
0 
0 

(5,624) 
(291,777) 

140,413 
0 

$3029127 

4.94% 

739% 



Long-tenn Debt 
Common Equity 
Total 

Long-tenn Debt 
Common Equity 
Total 

WATER AND SEWER - MISCELLANEOUS 

SCHEDULE III-C 
Carolina Water Service, Inc. of North Carolina 

Docket No. W-354, Sub 364 
Statement of Capitalization and Related Costs 
For lhe Twelve Monlhs Ended March 31, 2019 

BF/FHHC·Water Operations 

Origino.1 Cost Embedded 
Ratio Rate Base Cost 

PRESENT RA TES 
50.90% $1,541,826 5.36% 
49.10% I 487 301 4.51% 
~ $ ).029 l2Z 

APPROVED RA TES 
50.90% $1,541,826 5.36% 
49.10% I 487 301 9.50% 
~ ~ Hl62 121 

996 

Net Operating 
Income 

$82,642 
67014 
~ 

$82,642 
...ill.lli 
~ 
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SCHEDULE 1-D 
Carolina Water Service, Inc. of North·Carolina 

Docket No. W-354, Sub 364 
Net Operating Income for a Return 

For the Twelve Months Ended March,31, 2019 
BF/FH Sewer Operations 

Present Increase 
Rates Approved 

Operating Revenues: 
Service revenues $2,099,870 $143,157 
Miscellaneous revenues 22,114 458 
Uncollectibles (26 668) (Ll!J_fil 
Total ope.rating revenues 2 095 316 141 797 

Operating Revenue Deductions: 
S.il.laries and wages- Maintenance 334,600 0 
Purchased power 146,154 0 
Purchased water and sewer 0 0 
Maintenance and repair 207,709 0 
Maintenance testing 25,219 0 
Meter reading 0 0 
Chemicals 19,210 0 
Transportation 40,468 0 
Operating expense charged to plant (44,961) 0 
Outside services - other 72,182 0 
Salaries and wages.-General 135,498 0 
Office supplies & other office expense 37,514 0 
Regulatory commission expense 18,429 0 
Pension and other benefits 108,171 0 
Rent 22,286 0 
Insurance 52,793 0 
Office utilities 44,523 0 
Miscellaneous 12,219 0 
Depreciation expense 391,406 0 
Amortization of CIAC (146,182) 0 
Amortization of PAA 42,674 0 
Amortization of ITC 0 0 
Franchise and other laxes 2,830 0 
Property taxes 11,022 0 
P.iyroll laxes 35,654 0 
Regulatory fee 2,724 184 
Deferred income tax (8,286) 0 
State income tax 7,834 3,540 
Federal income tax 64160 28995 
Total operating revenue deductions I 635,850 32 719 

Net operating income for a return ~ $J0907H 

997 

, 'I •• 

After 
Approved 

Increase 

$2,243,027 
22,572 

(28 486) 
2237113 

334,600 
146,154 

0 
207,709 

25,219 
0 

19,210 
40,468 

(44,961) 
72,182 

135,498 
37,514 
18,429 

108,171 
22,286 
52,793 
44,523 
12,219 

391,406 
(146,182) 

42,674 
0 

2,830 
11,022 
35,654 

2,908 
(8,286) 
11,374 
93 155 

1,668 569 

~ 
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SCHEDULE 11-D 
Carolina Water Service, Inc. of North Carolina 

Docket No. W-354, Sub 364 
Original Cost Rate Base 

For the TwelveMonths Ended March 31, 2019 
BF/FH Sewer Operations 

Plant in service 
Accwnulated depreciation 

Net plarit in service 

Cash working c.apital 
Contributions in aid of construction 
Advances'in aid of construction 
Accumulated deferred iricome taxes 

Customer deposits 
Inventory 
Gain on sale and flow back taxes 
Plant acquisition adjustment 
Excess book value 
Cost-free_ capital 
Average tax accruals 
Regulatory liability for, excess deferred taxes 
o·eferred charges 

Pro fonna plant 

Original cost rate base 

Rates of return: 
Present 
Approved 

998 

$14,185,016 
(2,614 885) 

11,570,131 

154,002 

(3,993,443) 

0 

(714,208) 

(16,958) 

1,570 
0 

936;967 
0 

0 
(6,056) 

(304,750) 

63,314 

0 

$7 690 56~ 

5.97% 
7.39% 



Long:..teniI Debt 
Common Equity 
Total 

LonS-tcrm Debt 
Common Equity 
Total 

WATER AND SEWER - MISCELLANEOUS 

SCHEDULE III-D 
CaroJina Water Service, Inc. of North Carolina 

Docket No. W-354, Sub 364 
Statement of Capitalization and Related Costs 
Forltte Twelve Months Ended March 31, 2019 

BF/FH Sewer Operations 

Original Cost Embedded· 
Ratio Rate Base Cost 

PRESENT RA TES 
50.90% $3,914,499 5.36% 
49.10% l,776,069 6.61% 
~ U&ll).568 

APPROVED RATES 
50.90% $3,914,499 5.36% 
49.10% J 77§. 0§9 '9.50% 
~ ll62!1,i6.8 

999 

Net Operating 
Income 

$209,817 
249,649 
~ 

$209,817 
l5B z2z 

$_ill,5M 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS,,61--{;3 

Rate Design 

The evidence supporting these findings of fact is found in the verified Application and the 
accompanying NCUC Fonn W-1, the Stipulation, and the testimony and exhibits of Public Staff 
witnesses Junis and Casselberry and CWSNC witness Destefano. 

The:watcr rates proposed by CWSNC in its Application were based on a fixed-to- variable 
ratio of 52% fixed for the base facility charge and 48% variable for the usage charge. Sewer rates 
were based on a fixed-to-variable ratio of80% fixed for the base facility charge and 20% variable 
for the usage charge. 

As part of its Application and as a matter of rate design in this case CWSNC proposcs·to 
include in its Uniform Sewer Rate Division, customers in the CLMS service area. CWSNC has 
maintained the CLMS system rates steady for the last four general rate cases (Docket No. W-354, 
Subs 336,344,356, and 360) in order to allow the remainder of the Uniform Sewer Rate Division 
to move toward parity with the CLMS sewer rates. 

Public Staff witness Junis testified that the Public Staff recommended a service revenue 
ratio of 45/55 (base facilities charge to usage charge) for Uniform Water and BF/FH/fC Water 
residential customers, which he stated was consistent with the Public Staffs previous 
recommendations in CWSNC rate cases and similar to the stated target of 40/60 in the most recent 
Aqua North Carolina, Inc. (Aqua) rate case, Doeket No. W-218, Sub 497. Moreover, he stated the 
rate design ratio of 45/55 was incorporated in Public Staff witness Cassel berry's testimony and 
exhibits detailing the billing analysis and proposed rates. Tr. vol. 8, 107, 155. 

Public Staff witness Junis recommended a 65/35 ratio for Uniform Sewer residential 
customers, an incremental approach to the target of 45/55, which was also incorporated in witness 
Casselberry's billing analysis and proposed rates. Tr. vol. 8, 159. Further, the Public Staff 
recommended that CLMS should be fully incorporated into the Uniform Sewer Rate Division as 
requested by the Company and that the Public Staffs recommended rates for the Uniform Sewer 
Raie Division should apply to CLMS customers. 

On December 2, 2019, the CLCA filed a Resolution with the Commission whereby it stated 
that the Association 

• strongly opposes being singled out for higher rates than any other territory 
served by CWSNC, ond requests that the Commission adopt a uniform rate 
schedule for all CWSNC. wastewater treatment customers; and 

• requests that the Commission move C6rolla Light and Monteray Shores 
area to the uniform rate schedule after thoroughly investigating and 
analyzing the basis,ofthe CWSNC request, allowing only an increase that 
is clearly justified. 

During the expert witness hearing in ~sponse to a question from the Commission, CLCA 
indicated that it has no objection to·the Stipulation. Tr. vol. 9, 200-01. 
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In the Stipulation, .the Stipulating Parties agreed to a rate design for water utility service 
for'its Uniform Water and BF/FH/fC Water residential customers to be based on a 50/50 ratio or 
base charge to usage charge, and to use.an 80/20 ratio of base charge to usage charge for CWSNC's 
Uniform Sewer residential customers.1 

Based upon the foregoing and the entire record herein, the Commission finds that it is 
appropriate to utilize a 50/50 ratio of base charge to usage charge in this.proceeding for CWSNC's 
Uniform Water and BF/FHffC Water residential customers and an 80/20 ratio of base charge to 
usage charge for CWSNes Uniform Sewer residential customers as agreed to by the Company 
and the Public Staff, embodied in the Stipulation, and not opposed by any party. Further, the 
Commission concludes that it is reasonable and appropriate to consolidate the CLMS sewer service 
rates with the Company's Uniform Sewer Division rates as requested by CWSNC and supported 
by both the Public Staff and the CLCA. The Commission concludes that such rate design is. fair 
and reasonable to both CWSNC. and its customers. Therefore, taking into account the forgoing 
findings and conclusions, the Commission concludes that the rates and charges included in 
Appendices A-1 and A-2, and the Schedules or Connection Fees for Uniform Water and Uniform 
Sewer, attached hereto as Appendices D-1 and B-2, arc just and reasonable and should be 
approved. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 64~5 

Water and Sewer System Improvement Charges 

The evidence supporting these findings or fact is found in the generic rulemaking 
proceeding, Docket No. W-100, Sub 54, wherein the Commission issued orders eslablishing 
procedures for implementing and applying the WSIC and SSIC mechanism;· in CWSNC's 2013 
rate case, Docket No. W-354, Sub 336, wherein the Commission initially approved the Company's 
WSlC and SSIC mechanism; and in·the Commission's·prior orders approving WSIC and SSIC 
mechanisms for CWSNC and the other Corix companies that have been merged into CWSNC. 

The Commission's previously-approved WSIC and .SSIC rate adjustment mechanism 
continues in.effect, although as required by. Commission Rules R7-39(k) and RI0-26(k), it has 
been reset to zero in this rate case. The WSIC and SSJC mechanism is designed to recover between 
rate case proceedings the costs associated with investment in certain completed, eligible projects 
for water and sewer system or water quality improvements pursuant.to N.C.G.S. §.62-133.12. The 
WSIC and SSIC surcharge-is subject to Commission approval and to audit and refund provisions. 
Any cumulative system improvement charge recovered pursuant to the WSIC and SSIC 
mechanism may not exceed 5%·of the total annual service revenues approved• by the Commission 
in this rate case proceeding. 

Based on the service revenues set forth and approved in this Order, the maximum WSIC 
ap,d SSIC charges as or the effective date or this Order are: 

1 DF/FJ-1 Sewer Rate Division has a monthly flat rate for residential customef5. 
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Service WSIC& 
Item Revenues Cap% SSIC Cap 

CWSNC Uniform Water Operations $19,271,785 X5%= $963,589 
CWSNC Uniform Sewer Operaifons $15,904,852 XS%= $795,243 
DF/FH/fC Water Operations $1,402,009 XS%= $70,100 

BF/FH Sewer Operations $2,243,027 XS%= $112,151 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 66-68 

Recommendations of the Public Staff 

The evidence for these findings,of fact is found in the Company's NCUC Fonn W-1, the 
testimony of Public Staff witness Casselberry, and Ille testimony of Company witness Destefano. 

In her prefiled testimony, witness Casselberry stated, 

The Public Staff recommends that in the next general rate case, W-1, Item 26, be 
,reconciled with the Company's bill data to ensure·that the filing does not include 
double bills, that the-Company accounts for multi-unit customers, and that' other 
bills produced, such as final bills, late notices, re-bills, or other miscellaneous bills 
are not included in the W-1, Item 26,filing. 

Tr. vol. 8, 91. The Company does not oppose this recommendation of the Public Staff. 

In response to the Commission's question during the expert witness hearing regarding 
whether the Company will be able to provide the infonnation requested by the Pllblic Staff, witness 
DeStefano .responded· that, "[l]he Company expects to be able to provide the infonnation 
requested."Tr. vol. 9,197. 

In its Application the Company requested to increase·its reconnection fee from $27.00 to 
$42.00. Witness Casselberry stated in her testimony that the Public Staff did not oppose 
increasing the reconnection fee from $27.00-to $42.00. 

In its Application the Company also pr6posed to increase the water connection charge from 
$500 to $1,080 and the sewer connection charge from $2,000 to $2,635 for Winston Pointe 
Subdivision, Phase IA. Witness Casselberry stated in her testimony that the Public Staff 
recommended a connection charge of $1,080 for water and $1,400 for sewer in Winston Pointe 
Subdivision, Phase IA, as the ·connection charge should reflect Johnston County's - where the 
Company purchases bulk water and sewer treatment for Winston Pointe Subdivision - current bulk 
capacity fee for water and sewer. Witness Casselberry stated that CWSNC indicated that it agreed 
with the Public Staff's recommendation. Tr. vol. 8, 94. 

In light of the foregoing the Commission concludes that it is reasonable and appropriate 
for the Company to provide accurate bill data and ensure that accurate data is filed in its NCUC 
Fonn W-1, Item 26 in its next rate case filing. The Commission further concludes that the 
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reconnection fee should -be increased from $27.00 to $42.00, and that a connection charge of 
$1,080 for water and $1,400 for sewer in Winston Pointe Subdivision, Phase 1A, is reasonable 
and appropriate. 

IT IS, THEREFORE, ORDERED as follows: 

I. That the affidavit of CWSNC's Financial Planning and Analysis Manager, 
Matthew Schellinger, filed on January 10, 2020, and the Public Staff's Revised Settlement 
Exhibits I and II filed on January 13, 2020, in.these dockets are hereby-entered into evidence; 

2. That all late-filed exhibits filed by CWSNC and the Public Staff in these dockets 
are hereby admitted into evidence. That the Resolution of Corolla Light Community Association, 
Inc., filed on December 2, 2019 is also admitted·into evidence; 

3. 'That the Partial Joint Settlement Agreement and Stipulation is incorporated herein 
by reference and is hereby approved in· its entirety; 

4. That the Partial Joint- Settlement Agreement and Stipulation and the parts of this 
Order pertaining to the contents of that agreement shall not be cited or treated as precedent in 
future proceedings; 

5. That CWSNC's request to defer incremental O&M costs related to Hurricane 
·Florence stonn impacts is approved as set forth in the Stipulation and stated herein, and that 
CWSNC's request to defer depreciation expense on its capital investments and lost revenues 
related to Hurricane Florence stonn impacts is hereby denied; 

6. That CWSNC's Petition to defer post-in-service costs associated with- the two 
WWTPs is approved; provided, however, that the Company shall be, and hereby is, required to 
cease deferring said costs concurrent with the date the Company is authorized to begin reflecting 
the costs associated with the WWfPs in rates; 

7. That CWSNC's Petition to defer post-in-service costs associated with the two AMR 
installation projects is denied; 

8. That the Schedules of Rates, attached hereto as.Appendices A-1 and A-2, and the 
Schedules of Connection Fees for Unifonn Water and Unifonn Sewer, attached hereto as 
Appendices B-1 and D-2, are hereby ·approved and deemed to be filed with the Commission 
pursuant to N.C.G.S. § 62-138, and arc hereby authorized to become effective for service rendered 
on and after the issuance date of this Order; 1 

9: That the Notices to Customers, attached hereto as Appendices C-1 and C-2 shall be 
mailed with sufficient postage or hand delivered to a11 affected customers in each relevant service 
area, respectively, in conjunction with the next regularly scheduled billing process; 

1 CWSNC's tariffs will be revised !o reflect the change in taxabili!y ofCIAC based on the process ouUined 
in Ordering Paragraph 4 of the Commission's February 11, 2020 Order, in Docket Nos. W-I00,Sub 57-and W-100, 
Sub 62. 
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l 0. That CWSNC shall file the attached Certificate of Service, properly signed and 
notarized, not later than ten days after the Notices to Customers are mailed or hand delivered 
to customers; 

11. That CWSNC's federal protected EDIT should continue to be ·flowed back in 
accordance with the RSGM pursuant to the Commission's Sub 360 Order; 

12. That•it is reasonable and appropriate for purposes of this proceeding for CWSNC 
to refund its remaining federal unprotected'EDIT balances over 24 months instead of the remaining 
35 months as originally ordered by the Commission in Sub 360; 

13. That CWSNCs·state EDIT recorded pursuant to the Commission's Sub 138.Order 
should continue to be amortized in accordance with the Commission's Sub 356 Order and· as 
confinned by the Commi!_>sion in its Sub 360 Order; 

14. That CWSNC'shall receive estimates for the cost of a filtration system in Bradfield' 
Fanns Subdivision within 60 days of the date of this Order and shall share those estimates with 
the Bradfield·Farms Homeowners Association; 

15. That with respect to AMR meter installation projects planned for the fµture, 
CWSNC shall work with the Public Staff pursuant to N.C.G.S. § 62-133.12 and Commission Ruic 
R7-39 to mitigate regulatory lag using WSIC recovery. The burden to prove CWSNC's 
investments recovered under the WSIC mechanism are reasonably and prudently incurred as 
required by N.C.G.S. § 62-133.12 and Commission Ruic R7-39 shall remain with CWSNC; 

16. That in the Company's next general rate case filing CWSNC shall ensure that'its 
NCUC Fonn W-1, Item 26 is reconciled.with the Company's bill d3ta to ensure that the filing does 
not include double·bills, that the Company accounts for multi-unit customers, and that other bills 
produced,·sueh as.final bills, -late.notices, re-bills, or other miscellaneous bills are not included in 
the NCUC Fann W-1, Item 26 filing; and 

17. That the ChiefClcrk shall establish Docket No. W-354, Sub 364A as the single 
docket to be used for all future-WSIC and SSIGfilings, orders, nnd reporting requirements and 
shall closeDocket No. W-354, Sub 360A. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 31st day of March, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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SCHEDULE OF RA TES 

for 

APPENDIX A-I 
PAGE I OF7 

CAROLINA WATER SERVICE INC. OF NORTH CAROLINA 

for providing water and~ utility service 

in 

ALL OF ITS SERVICE AREAS IN NORTH CAROLINA 

(excluding Fairfield Harbour Service Area, Treasure Cove; Register 
Place Estates North Hills, Glen Arbor/Norlh Bend, Bradfield Farms, 

Silverton Woodland Fanns, andLarkhaven Subdivisions, and 
Hawthorne at the Green Apartments 

WATER RA TES AND CHARGES 

Monthly Metered Water Service (Residential and Commercial): 

Base Facility Charge (based on rrieter size with zero usage) 

< !"meter 
I" meter 
I 1/2" meter 
2" meter 
3" meter 
4" meter 

6" meter 

Usage Charge: 
A. Treated Water/1,000 gallons 

D. Untreated Water/1,000 gallons 
(Brandywine Bay Irrigation Water) 

$ 28.92 
$ 72.30 
$ 144.60 
$ 231.36 
$ 433.80 
$ 723.00 
$1,446.00 

1005 
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C. Purchased Water for Resale, per 1,000 gallons: 

Service Area Bulk Provider 
Carolina Forest Montgomery County 
High Vista Estates City of Hendersonville 
Riverbcnd Town ofFranklin 
Riverpointe Charlotte Water 
Whispering Pines Town of Southern Pines 
White Oak Plantation/ 
Lee Forest Johnston County 
Winston Plantation Johnston County 
Winston Point Johnston County 
Woodrun Montgomery County 
Yorktown City of Winston Salem 
Zemosa Acres City of Concord 
Carolina Trace City of Sanford 

APPENDIX A-1 
PAGE2OF7 

$ 3.19 
$ 3.40 
$ 7.50 
$ 6.48 
$ 3.28 

$ 2.65 
$ 2.65 
$ 2.65 
$ 3.19 
$ 5.79 
$ 5.41 
$ 2.21 

Commercial customers, including condominiums or other property ownerassociations who 
bill their members directly, shall have a separate account set up for each meter and each meter 
shall be billed separately based on the size of the meter andusage associated With the meter. 

When because of the method of water line installation utilized by the developer orowner, 
it is impractical to meter each unit or .other structure separately, the following will apply: 

Sugar Mountain Service Area: 
Where service to multiple units or other·structures is provided through a-single meter, the 
average usage for each unit.or structure served by that meter will be calculated. Each unit 
or structure wiH be billed based upon that average usage plusthe base monthly charge for a 
<I" meter. 
Mount Mitchell Service Area: 
Service will be billed basecl upon the Commission-approved-monthly flat rate. 

Monthly Flat Rate Service: (Billed in Arrears) 
Availability Rate: :(Semiannual) 

Applicable only to property owners in Carolina Forest 
and Woodrun Subdivisions in Montgom~ry County 
Availability Rate: (Monthly) 

Applicable only to property.owners in Linvjlle Ridge 
Subdivision 
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Availability Rate: (Monthly rate, billed semiannually) 

Applicable only to property owners in Fairfield Sapphire 
Valley Service Area $ IO.OS 

Availability Rate: (Monthly rate, billed quarterly)) 

Applicable o·nly to property owners in Connestee Falls 

Meter Testing Fee: 11 

New Water Customer Charge: 

Reconnection Charge: 21 

If water service is cui off by utility for good cause 

$ 5.3 

If water service is discontinued at customer's request 

Reconnection Charge: 31(Flat-rate water customers) 

If water service is cut off by utility for good cause 

Management Fee: (in the following subdivisions only) 

(Per connection) 

Wolf Laurel 

Covington Cross Subdivision (Phases I & 2) 

Oversizing Fee: (in the following subdivision only) 

(One-time charge per single-family equivalent) 
Winghurst 

Meter Fee: 

For<l" meters 
For meters 1-" or larger 

Irrigation Meter Installation: 

1007 

$ 20.00 

$ 27.00 

$ 42.00 
$ 42.00 

Actual Cost 

$150.00 

$100.00 

$400:00 

$ 50.00 
Actual Cost 

Actual Cost 
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APPENDIX A-I 
PAGE4 OF7 

SEWER RATES AND CHARGES 

Monthly Metered Sewer Service: 

A. Base Facility Charge: 

Residential (zero usage) 

Commercial (based on meter- size with zero usage) 

< 1" meter 
1" meter 
I 1/2" meter 
2" meter 
3"·meter 
4" meter 
6"·meter 

B. ·Usage charge,.per 1,000 gallons 

$ 58.91 

$ 58.91 
$ 147.28 
$ 294.55 
$ 471.28 
$ 883.65 
$1,472.75 
$2,945.50 

$ 4.59 

Commercial customers, including condominiums or other property owncrassociations who 
bill their members directly, shall have a separate account set up for each meter and each meter 
shall be billed _separately.based on the size ofthemeter and usage associated with the meter. 

Monthly Metered Purchased Sewer Service: 

Collection Charge (Residential and Commercial) 

Usage charge, per 1,000 gallons 
(based on purchased water consumption) 

Service Area 

White Oak Plantation/ 
Lee Forest/Winston Pt. 
Kings Grant 
College Park 

Monthly Flat Rate Service: 

Bulk Provider 

Johnston County 
Two Rivers Utilities 
Town of Dallas 

Multi-residential custome_rs who are served by a master 
meter shall be charged the flat rate per unit. 
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$ 41.24 

$ 5.57 
$ 3.98 
$ 7.33 

$ 73.73 

$ 73.73 
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Mt. Carmel Subdivision Service Area: 

Monthly Base Facility Charge 

Monthly Collection Charge 
(Residential and Commercial) 

Usage Charge, per 1,000 gallons 
(based on metered water from the water supplier) 

Regalwood and White Oak Estates Subdivision Service Area: 

Monthly Flat Rate Sewer Servi~ 
Residential· Service 
While Oak High School 
.Child Castle Daycare 
Pantry 

APPENDIX A-I 
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$ 7.29 

$ 41.24 

$ 6.32 

$ 73.73 
$2,187.33 
$ 280.41 
$ 153.76 

Fairfield Mountain/Apple Valley (a.k.a. Rumbling Bald) Service Area and Highland Shores. 
Subdivision: 

Monthly Sewer Rates: 

Residential 
Collection charge/dwelling unit 
Trea_tment charge/dwelling unit 
Tota] monthly flat rate/dwelling unit 

Commercial and Other: 

Minimum monthly collection and treatment charge 

Monthly collection and treatmerit charge for customers 
who do not take water sef'Vice 

Treatment charge per dwelling unit 

Small (less than 2,500 gallons per month) 
Medium (2,500 lo l0,000 gallons per month) 
Large (over I0,000 gallons·per month) 

Collection,Charge (per 1,000 gallons) 
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$ 41.24 
$ 69:50 
$ 11074 

$ 110.74 

$ I 10.74 

$ 78.50 
$ 139.50 
$ 219.50 

$ 13.93 
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The Ridges at Mountain Harbour: 

Monthly Sewer Rates: 

Collection charge (ResidentiaJ and Commercial) 
Treatmerit charge (Residential and co·mmercial) 

< 1" meter 
2" mefer 

Availability Rate: (Monthly rate, ·billed semiannua11y) 

APPENDIX A-I 
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$ 41.24 

$ 18'42 
$ 147.36 

Applicable on_ly to property owners in Fairfield.Sapphire 
Valley Service Area $ 10.20 

Availability Rate: (Monthly rate,,billed quarterly) 

Applicable only to property owners in Connestee Falls 

New Sewer Customer Charge: 41 

$ 5.75 

$ 27.00 

Reconnection Charge: 51 

If sewer service·is cut off by utility for good cause: ActuaJ Cost 

MISCELLANEOUS UTILITY MATTERS 

Charge for processing NSF Checks: 

Bills Due: 

Bills Past Due: 

Billing Frequency: 

1010 

$ 25.00 

On billing date 

21 days after billing date 

Bills,shall he: rendered monthly in all 
service areas, ex.cept for Mt. Cannel, 
which will be billed bimonthly. 

Availability rates will be 'billed 
quarterly in advance for Connestee 
Falls, semiannually in advance for 
Carolina Forest, Woodrun, and 
Fairfield Sapphire Valley, and 
monthly for Linville Ridge. 



WATER AND SEWER~ MISCELLANEOUS 

Finance Charge for Late Payment: 

Notes: 

APPENDIX A-I 
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I% per month will be applied to 
the unpaid balance of all bills still past 
due 25 days after billing date. 

11 If a customer requests a test o{ a .water meter more frequently than once. Jo· a 24-month period, lhe 
Company will collect a $20.00 service charge.to defray the cost of the test. If the meter is found to register 
in excess oflhe prescribed accuracy limits, the meter testing charge will be waived. If the meter is folind to 
register accurately or below prescribed accuracy limits, the charge shaJI be retained by the Company. 
Regardless of the test resulls, customers may request a meter test once in a 24-month period without charge. 

11• Customers who request to be reconnected within nine months of disconnection al the same address shaJI 
be charged the base facility charge for the service period they were disconnected. 

31 The utility shall itemize the estimated cost of disconnecting and reconnecting service and shall furnish 
this estimate to CJ!Stomer with cut•off notice. 

41 :This ch:u:ge shall be waived if customer is also a water customer within lhe same service area. 

st The utility shall itemize the·estimated cost of disconnecting and reconnecting service and shall furnish 
this estimate to customer with cut-off notice. This charge will be waived if customer also receives water 
service from Carolina Water Service within the same service area. Customers who request to be reconnected 
within nine months·of disconnection at'lhe same address shall be charged the base facility charge·for the 
service period they were disconnected. 

1 Issued in Accordance with Authority ·Granted by the North Carolina Utilities Commissionin 
'· Docket No. W~354, Sub 364, on this the 31st day of March, 2020. 

1. 1011 
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SCHEDULE OF RATES 

for 

APPENDIX A-2 
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CAROLINA WATER SERVICE, INC. OF NORTH CAROLINA 

for providing water and ~ utility service 

in 

TREASURE COVE, REGISTER PLACE ESTATES, NORTH HILLS, GLEN 
ARBOR/NORTH BEND SUBDIVISIONS, FAIRFIELD HARBOUR SERVICE 
AREA, BRADFIELD FARMS SUBDIVISION LARKHAVEN SUBDIVISION, 

SILVERTON, ANDWOODLAND FARMS SUBDIVISIONS, AND HAWTHORNE 
AT THE GREEN APARTMENTS 

WATER RA TES AND CHARGES 

Monthly Metered Water Service (Residential and Commercial): 

Base Facility Charge (based on meter size with zero usage) 

< I" meter 
l" meter 
I 1/2" meter 
2" meter 

Usage Charge, per 1,000 gallons 

Availability Rate: .. (Monthly rate, billed semiannually) 

Applicable only to property owners in Fairfield 
Harbour Service Area 

Connection Charge: 

Treasure Cove Subdivision 
NortlJ Hills Subdivision 
Glen Arbor/North Bend Subdivision 
Register Place Estates 

1012 

$ 17.30 
$ 43.25 
$ 86.50 
$138.40 

$ 4.20 

$ 3.55 

$ 0.00 
$ 100.00 
$ 0.00 
$ 500.00 

t 
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Fairfield Harbor: 11 

All Areas Except Harbor Pointe II Subdivision 

Recoupmentof capital fees per tap 
Connection charge per tap 

Harbor Pointe Subdivision and any area where miiinshave 
been installed after July 24, 1989 

Recoupment of capital fee per tap 
Connection charge per tap 

Bradfield Fanns: 

Connection charge per tap 

Meter Testing Fee: 21 

New Water Customer Charge: 

Reconnection Charge: 31 

If water service is cut off by utility for good caus 
If water service is.discontinued at customer's request 

New Meter Charge: 

Irri[!ation Meter Installation: 

SEWER RA TES AND CHARGES 

Monthly Sewer Service: 

Residential: 

Flat Rate, per dwelling uriit 
Bulk Flat Rate, per REU 

Commercial,and Other: 

Monthly Flat Rate. 
(Cµstomers who do not take water service) 

1013 
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$ 335:00 
$ 140.00 

$ 650.00 
$ 320.00 

Nolie 

$ 20.00 

$ 27.00 

$ 42.00 
$ 42.00 

Actual Cost 

Actual Cost 

$ 53.91 
$ 53.91 

$ 53.91 



WATER AND SEWER- MISCELLANEOUS 

Monthly Metered Rates 
(based on meter size with zero usage) 

<l" meter 
I" meter 
i 1/2" meter 
2" meter 

Usage Charge, per 1,000 gallons 

Bulk Sewer Service·for Hawthorne at the Green Apartments: 41 

Bulk Flat •Rate, per REU 

APPENDIX A-2 
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$ 44.62 
$111.55 
$ 223.10 
$ 356.96 

$ 2.25 

$. 53.91 

(To be collected from Hawthorne and delivered to Carolina Water Service, Inc. ofNorth Carolina 
for tre~tmentofthe Hawthorne wastewater pursuant to Docket No. W-218,Sub 291) 

Availability Rate: (Monthly rate, billed semiannually) 

Applicable only to property owners in Fairfield 
Harbour Service Aiea 

Connection Charge 

Fairfield Harbour: If 

All Areas Except Harbor Pointe II Subdivision 

Recoupment,of capital fees per tap 
Connection charge per. tap 

$ 2.85 

$ 735.00 
$ 140.00 

Harbor Pointe,Subdivision and any area where mainshave been 
installed after July 24 1989 

Recoupment of capital fee per tap 
Connection charge per tap 

Bradfield Farms: 

$2,215.00 
$ 310.00 

None Connection charge per tap 

New $ewer Customer Charge: 51 

Reconnection Charge: 61 

$ 27.00 
f 

If sewer service is cut off by utility for good cause: Actual Cost 

1014 
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MISCELLANEOUS _UTILITY MA TIERS 

Charge for processing NSF Checks: 

Bills Due: 

Bills Past Due: 

Dilling Frequency: 

Finance Charge for Late Payment: 

Notes: 

$ 25.00 

On billing date 

21 days afier·billirig date 

Bills shall be monthly for service. 
in arrears. Availa}?ility billings
semiannuallyin advance. 

1 % per m·onth will be applied 
to the unpaid balance ofall,bills still 
past due 25days after billing date. 

11 The recoupmentof capital portion ofthe_connection_charges shaJl,be due and p~yable at ~uch time as th_e 
main water and sewer lines are installed in front of each lot, and the tap-on fee for water and sewer shall be 
payable upon request by the owner of each lot to be connected to the ~ter and ·sewer lines. With written 
consent ofthe company, payment of the recoupment capital portion of the connection charge·may be made 
payable over five-year period following the installation of the water and sewer mains in front of each lot, 
payment to be made in•such a manner and in such installments as agreed upon between lot owner and the 
company,-together with interest on the balance of the unpaid recoupment of capital fee from said time until 
payment in full at the rate of 6% per annum. 

'JJ If a customer requests a test of a water-meter more frequently than once in a 24-month· period, the 
Company will collect ~$20.00 service charge to defray the cost of the.test. ff.the meter is found to register 
in excess of the prescribed accuracy limits, the meter testing charge will be waived . .lf the meter is fol.llld.to 
register accurately or below prescribed accuracy limits, the charg~-shall' be retained by the Company. 
Regardless of the test results,-customers may request a meter test once in a 24-month period without charge. 

31 Customers ,who request to-be reconnected within nine months of disconnection at the same address shall 
be charged the-base facility charge for the service period,they were disconnected. 

41 Each Apartment building will be considered 92.42%.occupied on an ongoing basis for billing purposes 
as sooa a,s the certificate of occupancy is issued for that apartment building. 

1015 
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APPENDIX A-2 
PAGESOFS 

51 This charge 5.h.all be waived if customer is also a water customer within the same service area. 

61 The.utility shall itemize the estimated cost of disconnecting and reconnecting service and shall furnish 
this estimate to c·ustomer with cut-off notice. This charge will be wliived if customer.also receives _water 
service from Carolina Water Service within the Same Service area. Customers who request to be reconnected 
within nine months of disconnection at the same address shall be charged the base facility charge for the 
service period they were disconneCted. 

Issued in Accordance with Authority Granted ,by the North Carolina Utilities Commission in 
Docket No. W-354, Sub 364, on this.the 31st day of March, 2020. 
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APPENDIX B-1 
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CAROLINA WATER SERVICE, INC. OF NORTH CAROLINA 

SCHEDULE OF CONNECTION FEES 

FOR WATER UTILITY SERVICE UNDER UNIFORM RATES 

Uniform Connection Fees: 11 

The.followirig uniforrn·connection fecs·apply unless specifi~ differently by contract appn;lVed,by 
and <;m file,with.the North Carolina Utilities Commission. 

Connection Charge (CC), per SFE (Single-Family" Equivalent) 
Plant Modification Fee (PMF); per SFE 

$ 100.00 
$400.00 

The systems where connection fees other than the uniform fees have been approved and/or allowed 
to become effective by the North Carolitia Utilities Commission are as Jollqws. These f~s are 
per SFE: 

Subdivision cc PMF 
Abington $ 0.00 $ 0.00 
Abington, Phase 1'4 $ 0.00· $ 0,00 
Amherst $ 250.00 $ 0.00 
Bent Creek $ 0.00 $ 0.00 
Blue Mc;mntain,at Wolf Laurel $ 925.00 $ 0.00 
Buffalo-Creek,.Phase I, II; III, IV $ 825.00 $ 0.00 
Carolina Forest $ 0.00 $ 0.00 
Chapel Hills $ 150.00 $ 400.00 
Eag!e,crosSing $ 0.00 $ 0.00 
Elk River Development $1,000:00 $ 0.00 
Forest Brook/Old Lamp Place $ 0.00 $ 0.00 
Harbour $ 75.00 $ 0.00 
Hestron Park $ 0.00 $ 0.00 
Hound Ears $ 300.00 $ 0:00 
Kings·.Grant/Willow Run $ 0.06 $ 0.00 
Lemmond-Acres $ 0.00 $ 0.00 
Linville Ridge $ 400.00 $ 0.00 
Monterrey (Monterrey LLC) $ 0.00 $ 0.00 
Quail Ridge $ 750.00 $ 0.00 
Queens.Harbour/Yachtsman $ 0.00 $ 0.00 
Riverpointe $ 300.00 $ 0.00 
Riverpointe (Simonini Bldrs.) $ 0.00 $ 0:00 
Riverwood, Phase 6E (Johnston1County) $ 825.00 $ 0:00 
Saddlewood/Oak Hollow (Summey Bldrs.) $ 0.00 $ 0,00 
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Subdivision 
Sherwood F0rest 
Ski Country 
The Ridges at Mountain Harbour 
White Oak Plantation 
Wildlife Bay 
Willowbrook 
Winston-Plantation 
Winston Pointe, Phase lA 
Wolf Laurel 
Woodrun 
Woodside Falls 

Other Connection Fees: 

cc 
$ 950.00 
$ 100.00 
$2,500.00 
$ 0.00 
$ 870.00 
$ 0,00 
$1,100.00 
$1,080.00 
$ 925.00 
$ 0.00 
$ 500.00 

APPENDIX B-1 
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PMF 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0:00 
$ 0.00 
$' 0.00 
$ 0.00 

The following connection fees apply·unless specified differentJy by contract_approved and/or filed 
with the North Carolina Utilities Commission. 

Ainber Acres, Amber Acres North, Amber Ridge, Ashley Hills_North, Bishop Pointe, Carriage 
Manor, Country Crossing, Covington Cross, Heather Glen, Hidden Hollciw, Jordan Woods, 
Lindsey Point~ Neuse Woods, Oakes Plantation, Randsdell Forest, Rutledge Landing, Sandy 
Tiails; Stewart'S Ridge, TuCkahoe~ Wilder's Village and Forest HHI Subilivisions 

Connection Charge: 

A. 5/8:' meter $ 500.00 
B. All ·other metenizes Actual cost of meter and installation 

The s)'stems where other connection fees 'have been approved and/or allowed to become effective 
by the North Carolina Utilities·Comrhissiori ~ as follows: 

Subdivision 

Lindsey Point Subdivision 
Amber Acres',North, Sections II & IV 
Fairfield Mountain/Apple Valley 
(a.ka:a Rwnbing Bald) Service Area 
Highland Shores Subdivision 
Laurel Motintain Estates 
Carolin_a Trace 
Connestee·Falls 

1018 

cc 

$ 0:00 
$ 570.00 

$ 500,00 
$ 500.00 

$ 0.00 
$ 605.00 
$ 600.00 

' / 
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The following connection fees apply unless specified differently by contract approved and/or filed 
with the North Carolina Utilities·Commission. 

All.Areas Except Holly Forest XI, Holly Forest XIV, Holly Forest XV, Whisper Lake I Whisper 
Lake II, Whisper Lak:e·III, Deer Run, Lonesome Valley-Phases I and, II, and Chattooga Ridge 

RecoupmCnt_ of Capital Fee (RCF) 21 

Connection charge 
$ O;OO 
$ 400.00 

The systems where other connection fees have been approved and/or allowed to become effective 
by lhe North Carolina Utilities Commission are as follows. 

Subdivision 
Holly Forest XI 
Holly Forest XIV 
Holly Forest XV 
Whispering Lake.Phase I 
Whi~pering Lake Phases II and III 
Deer Run 
Lonesome Valley Phases I and U 
Chattooga Ridge 

cc 
$ 400.00 
$ 400.00 
$ 400.00 
$ 400.00 
$ 400.00 
$ 400.00 
$ 0.00 
$ 0.00 

RCF 
$2,400.00 
$ 250.00 
$ 500.00 
$1,250.00 
$2,450.00 
$1,900.00 
$ 0.00 
$ 0.00 

11 These fees·are only app\icable one.time, when the unit is initially connected to the system. 

u The rccoupment of capital portion of the connection charges shall ·be due and payable at such time as the 
main,water and sewer lines are installed in front of each-lot, and the lap-on fee for water and sewer shall be 
payable upon request by the owner of each lot fo be connected to the water and sewer lines. Wilh written 
Consent of the company, payment Of the recoupmentcapital portion oflhe connection charge may·be made 
payable over. fivC-year period following the installation of the water and sewer mains in front of each lot, 
paym~t to.be made in,such a manner and in such installments as agreed upon between-lot owner and the 
company, togelher with interest on the balance of the Wlpaid recoupment of capital fee from said time until 
payment in full at lhe rate of 6% per annum. 

Issued in Accordance wilh Authority Granted by the North Carolina UtilitiesCommission in 
Docket No. W-354,.Sub 364, on this the 31st day of March, 2020. 
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CAROLINA WATER SERVICE. INC. OF NORTH CAROLINA 

SCHEDULE OF CONNECTION FEES FOR 

SEWER UTILITY SERVICE UNDER lJNIFROM RATES 

Unifonn Connection Fees: 11 

The following unifonn .connection fees apply unless specified differently by contract approved by 
and.on file with the North Carolina Utilities Commission, 

Connection Charge (CC),.per SFE (Single-Fwnily Equivalent) 
Plant Modification Fee (PMF),,per SFE 

$100.00 
$1,000.00 

The systems where connection fees other than the uniform-foes have been approved and/or auo·wed 
to become effective by the North Carolina Utilities Commission are as follows. These fees are 
per SFE: 

Subdivision 
Abington 
Abington~ Phase 14 
Amber Acres North (Phases II & IV) 
Ashley Hills 
Amherst 
Bent Creek 
Brandywine Bay 
Camp Morehea~ by the Sea 
Elk River Development 
Hammock Place 
Hestron Park 
Hound Ears 
Independent/Hemby Acres/Beacon·Hills 
(GriffinBldrs.) 
Kings Grant/Willow Run 
Kynwood 
Mt. Carmel/Section 5A 
Queens Harbor/Yachtsman 
Riverpointe 
Riverpointe (Simonini Bldrs.) 
Steeplechase (Spartabrook) 
The Ridges at Mountain Harbour 
WJ-iite Oak Plantation 
Willowbrook 

cc 
$ 0.00 
$ 0.00 
$ 815.00 
$ 0.00 
$ 500.00 
$ 0.00 
$ 100.00 
$ 100.00 
$1,200.00 
$ 100.00 
$ 0.00 
$ 30.00 
$ 0.00 

$ 0.00 
$ 0.00 
$ 500.00 
$ 0.00 
$ 300.00 
$ 0.00 
$ 0.00 
$2,500.00 
$ 0.00 
$ 0.00 
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PMF 
$ 0.00 
$ 0.00 
$ 0.00 
$ ·0.00 
$ 0.00 
$ 0.00 
$1,456,00 
$1,456.00 
$ 0.00 
$1,456.00 
$ 0.00 
$ 0.00 
$ 0:00 

$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
$ 0.00 
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Willowbrook (Phase 3) 
Winston pointe (Phase IA) 
Woodside Falls 

Other Connection Fees: 

$ 0.00 
$1;400.00 
$ 0.00 

$ 
$ 
$ 

0.00 
0.00 
0.00 

APPENDIX B-2 
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The systems where other connection fees have been approved and/or allowed to become effective 
by the North Carolina Utilities Commission•are as follows. 

Subdivision 

Carolina Pines 

Residential 

Hotels 

Nonresidentia1 

Subdivision 

$1,350.00 per unit (including single-family homes, 
condominiums, apartments, and mobile homes) 

$750.00 per unit 

$3.57 per gallon.of daily design of discharge or 
$900.00 per unit, whichever is grealer 

cc 

Fairfield Mountain/Apply Valley (a.k.a. Rumbling Bald) 
Service Area $ 550.00 

$ 550.00 
$ 533.00 
$ 400.00 

Highland Shores 
Carolina Trace 
Connestee Falls 

The following connection fees apply·unless specified differently by contract approved and/or 
filed with the North Carolina Utilities Commission. 

All Areas Except Holly Forest XIV, Holly Forest XV, Deer Run, and Lonesome ValleyPhases I 
and II 

Recoupment of Capital Fee (RCF) 21 

Connection charge 

1021 

$ 0,00 
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The systems where other connection fees-have been approved and/or allowed to become effective 
by t_he North Catolina Utilities Commission are as follows: 

Subdivision 
Holly Forest XIV 
Holly Forest XV 
Deer Run 
Lonesome Valley Phases I and II 

cc 
$ 550.00, 
$ 550.00 
$ 550.00 
$ 0.00 

RCF 
$1,650.00 
$ 475.00 
$1,650.00 
$ 0.00 

11 These.fees are only applicable one time, when the unit is initially connected,to the-system. 

21 • The recoupment_ of capi~I portion of the connection c_harges shall be due and payable at such time as the 
main water and sewer lines are installed in front of each lot, and the tap-on fee for water and sewer shall be 
payable upon request by the owil.er of each lot to be connected to the water and sewer lines. With written 
consent of the COmpany, payment of the recoupment capita] portion of the connection charge may be made 
payable over .five-year period following the installation of ihe water and sewer mairis in front of each lot, 
paymerit to be made in sucb·a manner and in such insta11ments as agreed upon between !Ot owner and the 
oompany,.togethcrwith·interest. on the balance of the \lJlpaid recoupment of capital feeJrom said time until 
payment in fu]l at the rate of6% per annum. 

Issued in Accordance with Authority Granted by the North Carolina Utilities Commission in 
Docket No. W-354, Sub 364, on this the 31st day of March; 2020. 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-354, SUB 364 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 

APPENDIX C-1 
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Application by Carolina Water Service.Inc. 
ofNorth Carolina, 4944 Parkway Plaza 
Boulevard, Suite 375, Charlotte,North Carolina 
28217, for Authority to Adjust and Increase 
Rates for Water and Sewer Utility Service in 
All ofits Service Areas in North Carolina 

NOTICE TO CUSTOMERS 

NOTICE IS HEREBY GIVEN that the North Carolina Utilities Commission has issued an Order 
authorizing Carolina Water Service, Inc. of North Carolina (CWSNC) to increase rates for water 
and sewer utility service in a11 of its service areas in North Carolina The new approved rates are 
as follows: 

WATER RATES AND CHARGES 

(Excluding Fairfield Harbour Service Area and Treasure Cove, Register Place Estates, 
North Hills, Glen Arbor/North Bend, Bradfield Farms, Larkhaven, Silverton, and 

Woodland Fam1s·Subdivisions, and Hawthome,at the Green Apartments 

Uniform Water Customers: 

Monthly Metered Water Service (Residential and Commercial): 

Base Facility Charge (base<lon meter size with zero usage) 
< I" meter $ 28.92 
I" meter $ 72.30 
I 1/2" meter $ 144.60 
2" meter $ 231.36 
3" meter $ 433.80 
4" meter $ 723.00 
6" meter $1,446.00 

Usage Charge: 
A. Treated Water/1,000 gallons 
8. Untreated Watcr/1,000 gallons 

(Brandywine Bay· Irrigation Water)$ 

1023 

$ 8.27 
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C. Purchased Water for Resale, per 1,000 gallons: 

Service Area Bulk Provider 
Carolina Forest Montgom(::ry County 
High Vista Estates City of Hendersonville 
Riverbcnd Town of Franklin 
Riverpointe Charlotte·Water 
Whisp,ering Pines Town of Southern Pines 
White· Oak Plantation/ 
Lee Forest Johnston County 
Winston Plantation Johnston County 
Winston Point Johnston County 
Woodrw1 Montgomery County 
Yorktown City of Winston Salem 
Zemosa Acres City of Concord 
Carolina Trace City of Sanford 

$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 

APPENDIX C-1 
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3.19 
3.40 
7.50 
6.48 
3.28 

2.65 
2.65 
2.65 
3.19 
5.79 
5.41 
2.21 

Commercial customers, including condominiums or other property owner associations who bill 
their members directly, shall have a separate account set up for each meter and each meter shall be 
billed separately based on the size of the meter and usage associated with the meter. 

When because of the method of water line installation utilized by the developer or owner, it is 
impractical to meter each unit or other structure separately, the following will apply: 

Sugar Mountain Service Area: 
Where service to mtiltiple units or other structures is provided' through a single 

meter, the average usage for each uni_t or structure served by that meter will be calculated. 
Each unit-or structure will be billed based upon that average usage plus the base monthly 
charge for.a <1" meter. 

Mount Mitchell Service Arca: 
Service will be·billed based upon the Commission-approved monthly flat rate. 

Monthly Flat Rate Service: (Billed in Arrears) 
Availability Rate: (Semiannual) 

Applicable only to property owners in Carolina Forest 
and Woodrun Subdivisions in Montgomery County 

Availability Rate: (Monthly) 

Appli_cable only to property owners in Linville Ridge 
.Subdivision 

1024 
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Availability Rate: (Monthly rate, billed semiannually) 

Applicable only to property owners in Fairfield Sapphire 
Valley Service Area $ 10.05 

Availability Rate: (Monthly rate, billed quarterly) 

Applicable only to property owners in Connestee Falls $ 5.30 

SEWER RA TES AND CHARGES 

APPENDIX C-1 
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(Excluding Fairfield Harbour Service Area, Treasure Cove, Register Place Estates, 
North· Hills and Glen Arbor/North Bcnd·Subdivisions, Bradfield Farms,.Larkhaven, 

Silverton, and Woodland Farms Subdivisions, and Hawthorne at the Green Apartments 

Unifom1 Sewer Customers: 

Monthly Metered.Sewer Service: 

Base Facility Charge: 

Residential (zero usage) $ 58.9 I 
Commercial (based on meter size with zero usage) 

< 1" meter. 
1" meter 
I 1/2" meter 
2'' meter 
3" meter 
4" meter 
6" meter 

Usage charge, per 1,000 gallons 

$ 58.91 
$ 147.28 
$ 294.55 
$ 471.28 
$ 883.65 
.$ 1,472.75 
$2,945.50 

$ 4.59 

Commercial customers, including condominiums or other property owner associations who 
bill their members directly, shall have a separate account set up for each meter and each 
meter shall be billed separately based on the size of the meter and usage associated with 
the meter. 

Monthly Metered Purchased Sewer Service: 

Collection Charge (residential·and commercial) $ 41.24 

Usage charge, per 1,000 gallons based on purchased water consumption 
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Service Arca 
White Oak Plantation/ 
Lee Forest/Winston Pt. 
Kings Grant 
Coll,gc Park 

Monthly Flat Rate Service: 

Bulk Provider 

Johnston County 
Two Rivers Utilities 
Town of Dallas 

Multi-residential customers who arc served by a master 
meter shall be charged the flat rate per unit. 

Mt. Carmel Subdivision Service Area: 

Monthly Base Facility Charge 

Monthly Collection Charge 
(Residential and commercial) 

Usage Charge/1,000 gallons based on purchased water 

Regalwood and White Oak.Estates Subdivision Service Area: 

Monthly Flat Rate Sewer Service 
Residential Service 
White Oak High School 
Child Castle Daycare 
Pantry 

$ 5.57 
$ 3.98 
$ 7.33 

$ 73.73 

$ 73.73 

$ 

$ 

$ 

7.29 

41.24 

6.32 

$ 73.73 
$ 2,187.33 
$ 280.41 
$ 153.76 
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Fairfield Mountain/Apple Valley (a.k.a. Rumbling llald) Service Area Highland Shores 
Subdivisions and Laurel Mountain Estates 
Monthly Sewer Rates: 

Residential: 
Collection charge/dwelling unit 
Treatment charge/dwelling unit 
Total monthly flat rate/dwelling unit 

Commereial and Other: 

Minimum monthly collection and treatment charge 

Monthly collection and treatment charge for customers 
Who do not take water service {per single family unit) 
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$ 69.50 
$ 110 74 

$ 110.74 

$ 110.74 
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Treatment charge per dwelling unit 

Small (less than 2,500 gallons per month) 
Medium (2,500 to 10,000 gallons per month) 
Large ( over I 0,000 gallons per month) 

Collection Charge (per 1,000 gallons) 

The Ridges at Mountain Harbour: 

Monthly Sewer Rates: 

Collection charge (Residential and Commercial) 

Treatment Charge (Resid_ential and Commercial) 
< 1 inch meter 
2 inch meter 

Availability Rate: (Monthly rate, billed semiannually) 

Applicable only to property owners in Fairfield Sapphire 
Valley Service Area 

Availability Rate: (Monthly rate, billed quarterly) 

Applicable only to property owners in Connestee-Falls 

RA TE ADJUSTMENT MECHANISM: 

APPENDIX C-1 
PAGE5OF6 

$ 78.50 
$ 139.50 
$ 219.50 

$ 13.93 

$ 41.24 

$ 18.42 
$ 147.36 

$. 10.20 

$ 5.75 

The Commission-authorized Water and sewer system improvement charge (WSIC/SSIC) rate 
adjustment mecharusm continues in effect and will now be applicable to all customers in 
CWSNC's North Carolina service areas. It has been reset at zero in the Docket No. W-354, Sub 
364 rate case, but CWSNC may, under the Rules and Regulations of the Commission, next apply 
for a rate surcharge on July 31, 2020 to become effective October I, 2020. The WSIC/SSIC 
mechanism is designed to recover, between rate case proceedings, the costs associated with 
investment in certain completed, eligible projects for system ot water quality improvement. The 
WSIC/SSIC mechanism is subject to Commission approval and to audit and refund provisions. 
Any cumulative system improvement charge recovered pursuant to the WSIC/SSIC mechanism 
may not exceed 5% of the total annual service revenues approved by the Commission in this 
general rate case proceeding. Additional infonnation regarding the WSIC/SSIC mechanism is 
contained in the Commission's Order and can be accessed from the Commission's website at 
www.ncuc.net, under Docket lnfonnation, using the Docket Search- feature for docket number 
"W-354 Sub 360A" and "W-354, Sub 364A". 

1027 



WATER AND SEWER - MISCELLANEOUS 

APPENDIX C-1 
PAGE6OF6 

CREDIT/REFUNDS DUE TO REDUCTION IN FEDERAL CORPORA TE INCOME TAX 
RATE: 

On December 22, 2017, President Donald J. Trump signed into faw the Tax Cuts and Jobs Act 
(The Tax Act), which among other things, reduced the federal corporate income tax rate-from 35% 
to 21%, effective for taxable y~ars beginning·afler December 31, 2017. 

With respect to excess deferred income taxes (EDI1) resulting from the reduction in the federal 
corporate income tax rate, the Commission is requiring that: (1) CWSNC shall continue to flow 
back the federal protected EDIT to customers in accordance with the Reverse South Georgia 
Method as ordered by the Commission in CWSNC's last rate casc.(Docket No. W-354, Sub 360), 
and (2) CWSNC shall refund the remaining federal unprotected EDIT ,to customers through a 
levelized rider over a period of 24 months as requested by CWSNC instead· of the remaining 35-
month peric:id ~ originally ordered by the Commission in Docket No. W-354, Sub 360. 

CWSNC will provide the applicable dollar amount concerning the federal EDIT rider (refund) 
shown as a .separate line item on individual customers' monthly bills, along with explanatory 
information, 

ISSUED BY ORDER OF THE COMMISSION. 
This the 31st day of March, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-354, SUB 364 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 

APPENDIX C-2 
PAGE I OF3 

Application by Carolina Water Service, Inc. 
of North Carolina, 4944 Parkway Plaza 
Boulevard, Suite 375, Charlotte, North 
Carolina 28217, for Authority to Adjust and 
Increase Rates for Water and Sewer Utility 
Service in All of its Service Areas in North 
Carolina 

) NOTICE TO CUSTOMERS 
) IN TREASURE COVE, REGISTER 
) PLACE ESTATES, NORTH HILLS, 
) AND GLEN ARBOR/NORTH BEND 
) SUBDIVISIONS, FAIRFIELD 
) HARBOUR SERVICE AREA, 
) BRADFIELD FARMS, LARKHAVEN, 
) SILVERTON, AND WOODLAND 
) FARMS SUBDIVISIONS, AND 
) HAWTHORNE AT THE GREEN 
) APARTMENTS 

NOTICE IS HEREBY GIVEN that the North Carolina Utilities Commission has issued an 
Order nuthorizing Carolina Water Service, Inc. of North Carolina to charge the following new 
rates for water and sewer utility service in Treasure Cove, Register Place Estates, North Hills, and 
Glen Arbor/North Dend Subdivisions, Fairfield Harbour Service Area, Bradfield Fanns, 
Larkhaven, Silverton, and Woodland Farms Subdivisions, and Hawthorne at the 
Green Apartments: 

WATER RA TES AND CHARGES 

Monthly Metered Water Service (Residential and Commercial): 

Base Facility Charge (based on meter size with zero.usage) 
< l"meter 
l"metcr 
1 1/2" meter 
2" meter 

Usage-Charge, per 1,000 gallons 

Availability Rate: (Monthly rate, billed semiannually) 
Applicable only to property owners in Fairfield 
Harbour Service Area 
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$ 43.25 
$ 86.50 
$138.40 

$ 4.20 

$ 3.55 
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SEWER RA TES AND CHARGES 

Monthly Sewer Service: 

Residential: 

Flat Rate, per dwelling unit 
Bulk Flat Rate, per REU 

Commercial and Other: 

Monthly Flat Rate 
(Customers who do not take water service) 

Monthly Metered Rates 
(based on meter size with zero usage) 

<l" meter 
I" meter 
11/2" meter 
2" meter 

Usage Charge, per 1 ~000 gallons 

Bulk Sewer Service for Hawthorne at the Green Apartments: 

Bulk Flat Rate, per REU 

APPENDIX C-2 
PAGE 2 OF 3 

$ 53.91 
$ 53.91 

$ 53.91 

$ 44.62 
$111.55 
$223.10 
$356.96 

$ 2.25 

$ 53.91 

{To be collected from Hawthorne and delivered to Carolina Water Service, Inc. of North Carolina 
for treatment of the Hawthorne wastewater pursuant to Docket No. W-218, Sub 291) 

Availability Rate: (Monthly rate, billed semiannually) 

Applicable only to property owners in Fairfield 
Harbour Service Arca 

RA TE ADJUSTMENT MECHANISM: 

$ 2.85 

The Commission-authorized water and sewer system improvement charge (WSIC/SSIC) 
rate adjustment mechanism continues in effect and will now be applicable to all 
customers in CWSNC's North Carolina service areas. It has been reset at zero in the Docket 
No. W-354, Sub 364 rate case, but CWSNC may, under the Rules and Regulations 
of the Commission, next apply for a rate surcharge on July 31, 2020, to become 
effective October 1, 2020. The WSIC/SSIC mechanism is designed to recover, between rate case 
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APPENDIX C-2 
PAGE3OF3 

proceedings, the costs associated with.investment in certain complet~d, eligible projects for system 
or water quality improvement. The WSIC/SSIC mechanism is subject to Commission approval 
and to audit ·and refund provisions. Any cumulative systetl). improvement charge recovered 
pursuant to the WSJC/SSIC mechanism may not exceed 5% ofthc·total annual service revenues 
approved by the Commission in this general rate case proceediilg. Additional infonnation 
regarding the WSIC/SSIC mechanism is contained in the Commission's Order and can be accessed 
from the Commission's website at www.ncue.net, under Docket Information, using the Docket 
Search feature for docket number "W-354 Sub 360A" and "W-354 Sub 364A". 

CREDIT/REFUNDS DUE TO REDUCTION IN FEDERAL CORPORA TE INCOME TAX 
RATE: 

On December 22, 2017, President Donald J. Trump signed into law the Tax Cuts and Jobs Act 
(The Tax Act), which among other things, reduced the federal corporate income tax rate from 35% 
to 21 %, effective for taxable years beginning after December 31, 2017. 

With respect to excess deferred income'taxes (EDIT) resulting from the reduction in the federal 
corporate income tax rate, the Commission is requiring that: (I) CWSNC shall continue to now 
back the federal protected EDIT to customers in accordance with the Reverse South Georgia 
Method as ordered by the Commission in CWSNC's·Jast rate case (Docket No. W-354, Sub 360), 
and (2) CWSNC shall refund the remaining federal unprotected EDIT to customers through a 
levelizcd rider over a period of24 months as requested by CWSNC instead of the remaining 35-" 
month period as originally ordered by the Commission in Docket No. W-354, Sub 360. 

CWSNC will provide the applicable dollar amount concerning the federal EDIT rider (refund) 
shown as a separate line item on· individual customers' monthly bills, along with 
explanatory information. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 3 !st day of March, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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CERTIFICATE OF SERVICE 

I, mailed with sufficient postage or 

hand delivered to all affecled customers the attached Notices to Customers issued by the North 

Carolina Utilities Commission in Docket No. W-354, Subs 363, 364, and 365, and the Notices 

were mailed o~ hand·delivereOby the date specified in the Order. 

This the __ day of ______________ ~ 2020. 

By:. ___________ _ 

Signature 

Name·ofUtility Company 

The above named Applicant, 

personally appeared before me this day and, being first duly sworn, says that the required Notices 

to Customers were mailed or hand delivered to all affected customers, as required by the 

Commission Order dated, _________ in Docket No. W-354, Subs 363, 364, 

and 365. 

Witness my hand and notarial seal, this the ___ day of ________ ~ 2020. 

Notary Public 

Printed or Typed Name 

(SEAL) My Commission Expires: _________________ _ 
Date 
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DOCKET NO. W-218, SUB 526 

BEFORE,THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by Aqua North Can;llina, Inc., 
202 MacKenan.Court, Cary, North Carolina 
27511, for Aulhority to Adjust and Increase 
Rates for Water and•Sewer Utility Service in 
All Its Service Areas in North-Carolina 

ORDER DENYING REVENUE 
DEFERRAL MECHANISM, 
APPROVING FINANCIAL 
UNDERTAKING AND 
CUSTOMER NOTICE 

BY THE COMMISSION: On December 31, 2019, Aqua North Carolina, Inc. (Aqua or 
Company), filed an application·with the Commission-seeking aulhority to adjust and increase its 
rates for providing water and sewer utility service in aJI of its service· areas in North Carolina 
(Application). Within its Application, Aqua notified 'the Commission of its intent to partially 
implement its proposed rates on a temporary, interim basis su_bject to refund, pursuant to N'.C. Gen. 
Stal.§ 62--135, effective .for service rendered on and after six months from-January 30, 2020, or 
July 30, 2020. 

On January 21, 2020, the Commission issued an order declaring lhis proceeding a general 
rate case and suspending rates. 

On February 14, 2020, lhe Commission issued-an order scheduling hearings, esta_blishing 
discovery guidelines, establishing deadlines for .filing direct and rebuttal testimony and exhibits, 
and requiring customer notice (Scheduling Order). hi lhe Scheduling Order the Commission 
approved and required mailing or hand delivery of the Notice-to Customers Which included notice 
of Aqua's intent to implement its proposed rates under bond on a temporary, interim basis subject 
to refund, effective for :service render~ on and after,: six months from January 30, 2020, or 
July 30, 2020. 

On M_arch 19, 2020, in Docket No. M-100, Sub 158, the Commission-issued its Order 
Suspending Utility Disconnections for Non-Payment, Allowing Reconnection, and Waiving· 
Certain Fees __ (March 19, 2020 Order). providing that, until the end of lhe State of Emergency 
dcelared·by Governor Cooper on March I 0, 2020, due to the COVID-19 pandemic, or until further 
order of the CommiSsion, public· utilities, including water and wastewater utilities, must cease 
customer disconnections due to non-payment of utility bills, wilh limited exceptions, and waive 
the application of late fees incurred during the State of Emergency. 

The participation of the Public Staff- North Carolina Utilities Commission (Public Stafl) 
in this proceeding is recognized pursuant to N.C.G.S. § 62-IS(d) and Commission Rule Rl-l9(e). 
On April 29, 2020, the North Carolina Attorney General's Office. (AGO) filed a. notice of 
intervention in this docket pursuant to N.C. Gen. Stal § 62-20. 

On June 1 I, 2020, Aqua filed a. petition requesting lhat the Commission issue an order 
allowing deferral of revenues in lieu of rates under bond or, in the alternative, approving customer 
notice of its intent to place temporary rates in effect subject to an undertaking.to refund in three of 
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its fiv!! Rate Divisions pursuant to N.C. Gen. Stat.§ 62-135. (Petition) According to Aqua's 
Petition and proposed Customer Notice, the rates and charges to become ·effective on a temporary 
basis reflect an increase or approximately $4.5 million for three or its five Rate Divisions. In its 
Petition, Aqua presents two alternative requests to the Commission for its consideration with 
respect to the manner or rate recovery in this case during the interim period from July 30, 2020 
(when rates under bond could be·implemented by the Company) and the date oFthe final order in 
this case. 

Aqua's Petition is a request to create a regulatory asset to capture revenue that the Company 
woilld otherwise collect if it were -to put temporary rates into effect under bond. The d~ferred 
revenue would be recovered via a si,ircharge to be collected From customers over a reasonable 
period,of time effective on arid after the issuance-or a final order in this general rate case. Aqua 
contends that in light oFthe unusual and unique circumstances raised by the pandemic, the revenue 
deferral mechanism option offers.the benefits or certainty at the time oflater imposition oFthe rate 
change, delay of changes in rates'to a later point in time by when'it is hoped that the economy and 
the nation's health will be improved, avoidance of a two-step rate increase process and the 
attendant con Fusion and possibility or refunds with interest, and a reasonable opportunity for the 
Company to avoid a significant, unrecoverable revenue loss between July 30 and the date of the 
Commissiori's final order in this case. 

Aqua's alternative request should the Commission deny its Petition for deforral is a request 
for approval or its Customer Notices. and Undertaking to Refund, which it attached to its Petition 
as Appendices A, B, and C, respectively. In summary,_ Aqua makes an alternative request that the 
Commission-rake action it deems necessary to enable Aqua to implement temporary rates in three 
of its five Rate Divisions as authorized under N.C.G.S. '§ 62-135 effective.for service rendered on 
and after July 30, 2020, should the deferral ·Petition be denied. 

On June 16, 2020, the Public Staff and the AGO filed a joint response requesting that the 
Commission deny Aqua's Petition for approval or an order n11owing-deFerral of revenues in lieu 
of rates under bond. The Public Staff and the AGO argue that there is no statutory basis F9r the 
revenue deferral mechanism. and that N.C.G.S. ,§ 62-135 provides a remedy to address any 
financial hardship perceived by Aqua. The.Public Staff and the AGO also argue that such·a revenue 
deferral mechanism would both "violate the fundamental principle or utility ratemaking tha~ 
customers be provided notice and -a description or forthcoming rates clianges," and "would 
·constitute unlawfol, reti'oactive·ratemaking." finally, the Public Staff and the AGO disagree with 
Aqua's assertion that.its proposed-deferred revenue mechanism is a more beneficial alternative for 
ratepayers than implementing temporary rates under bond. 

Further, the Public Staff and the AGO note that while Aqua concedes that there is no 
precedent for the deferred revenue mechanism, Aqua nevertheless fails to cite any legal authority 
in support of its request and provides,'no financial inFonnation or a request for an accounting 
order- integral parts or a deferral request- in support or its Petition. The Public Staff and the _,,,. 
AGO maintain that the legislative option to implement rates under bond pursuant to 
N.C.G.S. § 62-135 provides safeguards For ratepayers and procedural steps for implementing tateS 
under bond whereas the revenue deferral mechanism provides at _best "illusory and, therefore, 
whol1y inadequate" customer notice and does not require -the filing of a bond or undertaking 
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associated with the-rate change and the.requirement ofa refund, with interest for any temporary 
rates later detennined to.be excessive. 

Based on-the foregoing and the entire record herein, the Commission does not find good 
cause. to expand consideration of the -use of deferral accounting,, a tool the Commission uses 
sparingly ·as an exception to the general rule of cost recovery, outside the historical parameters 
presented in Commission decisions to date. Because the legislature has provided a mechanism for 
utilities to temporarily adjust rates during th~ pendency of a general rate case pursuant to 
N.C.G.S. § 62-135, the Commission is not persuaded that the use of an alternate method is prudent 
or in ·the public interest. Consequently, Aqua's request, for authority to use a revenue deferral 
mechanism iS denied. 

While N.C.G.S. §.62-135 affords.the Company a remedy to address any fin~mciaJ hardship 
it ,perceives during the pendency of a general rate case proceeding, the choice to exercise the 
remedy belongs to the Company and is not determined by the Commission. However, the 
Commission finds that Aqua in fact has sati~ficd the statutory requirements necessary to place new 
rates into effect, on a partial, temporary basis and subject to· refund with- interest at a rate of l 0% 
per annum, effective July 30, 2020. The Commission, therefore, finds good cause to approve the 
Notices to Customers .attached to this Order as Appendix A and 8, and Aqua's Undertaking to 
Refund. In approving the Notices to Customers, the Commission takes no position on whether the 
Coffipany·should or should not invoke the rates under bond mechanism authorized by statute and 
notes that the decision of whether to implement rates·under bond· lies.solely with Aqua. 

IT IS, THEREFORE, ORDERED as follows: 

1. That Aqua's reqµest to use a revenue defemil m~chanism-in lieu of rates-under bond 
is hereby denied; 

2. That the Commission takes no position on whether the Company should or should 
not inVOke the rates under bond mechanism authorized by statute; 

3'. That the Notices to Customers regarding Aqua's request pursuant to 
N.C.G;S. § 62-135 to place an increase in its rates and charges into effect in accordance with the 
schedules attached hereto as Appendices A and-8 be, and the same are hereby approved; 

4. That should Aqua decide to implement rates under. bond, the applicable Notices to 
Customers attached as Apperidic:es A and B shall be niailed with sufficient postage or hand 
delivered by Aqua to the respe_ctive customers no later than 20 days after the date ofthis·Order; 
and that Aqua-shall submit to the Commission the attached Certificate of Service properly signed 
ahd notarized no later.than 30 days after the date of this Order; 

5. That no rate or rates placed· into effect pursuant to this notice shall result in an 
increase in more than 20% on any·singe rate classification of the Company; 

6. That Aqua shall be, and is·hereby, obligated to refund to its customers any amount 
of temporary rates made effective on Or after July 30, 2020, that are finaJly determined by the 
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.Commission to be excessive, plus 10% interest per annum, and.to make any refunds in a manner 
consistent with any additional terms and conditions imposed by the Commission in subsequent 
Qrders; and 

7. That Aqua's undertaking to refund with interest., from the date that such rates are 
put into eff~t., any, revenues in excess of those the Commission ultimately determines to be 
appropriate, attached hereto as Appendix C, be, and 'the same is hereby approved. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 23rd day of June, 2020. 

NORTif CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 

STATE OF NORTH CAROLINA 
JJTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-2I8, SUB 526 

BEFORE THE NORTif CAROLINA UTILITIES COMMISSION' 

In the Matter of 

APPENDIX A 
PAGE I of5 

Application by Aqua North Carolina, 
Inc., 202 MacKenan Court, Cary, 
North Carolirui275I 1, for Authority to 
Adjust and Increase Rates for Water 
and Sewer Utility Service ·in All Its 
Service Areas in North.Carolina 

) NOTICE TO CUSTOMERS OF 
) TEMPORARY RATES EFFECTIVE 
) ON JULY 30, 2020, SUBJECT TO 
) UNDERTAKING 
) TOREFUND 
) 
) 

J:EMPQRA BY BATES smullCT IQ JINPEBTAKJNG IQ RllfUND 

NOTICE IS HEREBY GIVEN THAT Aqua North Carolina, Inc. (Aqua or Company), is 
authorized to increase its rates and charges effective July 30, 2020, on a temporary basis, subject 
to refund, pursuant to N.C. Gen. Stat.§ 62°135. The July 30, 2020 rate,changes are not final rates 
and remain subject -to the North Carolina Utilities Commission's (Commission's) final 
detenninatio_n or the just and reasonable rates to be charged by Aqua on a pennanent basis pursuant 
to AC(ua's pending-general rate case application in Docket No. W-218, Sub 526. 
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Aqua's choice to implement. temporary rates under bond effective for water and sewer 
utility service rendered on and after July 30,2020, as allowed pursuant to N:C.G.S. § 62-135 is 
detennined by the Company and is'not a decision by the Commission. However, the Commission 
finds that Aqua in fact has satisfied the statutory requirements necessazy·to place new rates.into 
effect, on a partial, temporary basis and subject to refund with interest at a rate of I 0% per annum, 
effective July:30, 2020. In approving this Notice to Customers, the Commission takes no position 
on whether the Company should or should not invoke the temporary rates under bond authorized 
by statute and notes that the decision of whether to implement temporary rates under bond lies 
solely with Aqua. 

0n December 31, 2019, Aqua filed a rate·case application with the Co.mmission seeking 
authority to adjust and increase its rates for providing water and sewer- utility service in all of its 
service areas in North Carolina effective for service rendered on and after January 30, 2020. 

In its rate case application, Aqtia notified the·Commission that, pursuant to the provisions 
of N.C.G.S. § 62-135, the Company intended to implement its proposed rates 

APPENDIX A 
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on a temporary, interim basis subject to refund, effective for service rendered on and after six 
months from January 30, 2020, assuming-that the Commission: (a) suspended the operation of the 
Company's proposed rates as requested in the n=ite case application;-and (b) had not entered a final 
order by that date. Consistent with the customer notice proVisiOns ofN.C.G.S. ,§ 62-135(a), Aqua 
further requested that the Notices to Customers attached to the Commission's order scheduling 
hearings should include a specific provision-which notified customers that the Company intended 
to implement temporary rates under·bond effective for service rendered on and after six months 
from January 30,.2020. 

In the Commission's Order Scheduling Hearings, Establishing Discovery Guidelines, and 
Requiring Customer Notice i~ued on February 14, 2020, in Do_cket No. W-218, Sub 526, the 
Commission required the Company to send notices to customers.which contained notification of 
the dates,·times, and locations of the public-hearings scheduled.in th_is case and, at Aqua's request, 
customers' were also notified of the Company's intent to implement-temporary rates under bond 
effective for water and sewer utility Service rendered on and after July 30,2020. The Notice to 
Customers stated that if ultimately found to,be excessive by the Commission, these temporary rates 
are.subject to refund to customers with interest at an,interest rate to be ordered·by the Commission. 
Thus, the present Notices: to Customers is a second notice regarding-.the temporary rates which Aqua 
will place in effect on or after July 30, 2020, as specifically allowed by N.C.G.S. § 62-135. 

Aqua\s temporary rates for all its service areas, with the exception of the Brookwood and 
LaGrange service areas in Cumberland and Hoke Cowities and the Fairways and Beall Rivage 
(The Cape) service areas in New Hanover County, are as follows: 
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WATER UTILITY SERVICE 

Monthly Metered Service (Residential and Commercial 
customers} Base facility charge (zero usage, based on 
meter size) 

<1" meter 
1" meter 
I~lfl" meter 
2"meter 
3" meter 
4" meter 
6" meter 

Existing 
Rates 

$ lQ.?5 
$ 48.13 
$ 96.25 
$ 154,00 
$ 288.75 
$ 481.25 
$ 962.50 

Temporary 
Rates 

$ ?.1.04 
$ 52.60 
$ l05.20 
$ 168.32 
$ 315.60 
$ 526.00 
$1,052.00 

The·base charges listed above apply to all Aqua North Carolina metered water systems 
except those in the Brookwood/LaGrange service·areas.in Cumberland and Hoke Counties ·and 
the FairwayS/Beau,Rivage (The Cape) service areas in New Hanover County. 

Usage charge, per I 000 gallons 
All Service areas unless noted differently below 

Bulk Purchased Water Systems 
Temporary b-ase monthly charge same as above 

Existing 
Rates 
$ 5.83 

APPENDJXA 
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Temporary 
Rates 
$ 6.49 

Temporary usage charge per 1;000 gallons based on bulk water provider are unchanged. 

Monthly Unmetered Service (flat rate) 
All service areas unless noted-differently below 

Residential customers 
Commercial customers (per REU) 
(REU = Residential Equivalent Unit) 

Water System•Improvement Charge 
All,service areas unless noted different!)' 

Existing 
Rates 

$ 39.66 
$ 67.42 

Existing 
Rates 
2.69% 

Temporary 
Rates 

$ 47.00 
$ 74.87 

Temporary 
Rates 

0.00% 

lne Water· System Improvement Charge is applied to the total water utility bill or each 
customer under the Company's applicable rates and charges. 
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SEWER UTILITY SERVICE 

Monthly Unmetered Service (flat rate) 
All service areas unless noted differently below 

Residential customers 
Commercial customers {per REU) 
(REU = Residential Equivalent Unit) 

Exis~ing 
Rates 

$ 72.04 
$ 100:86 

Temporary 
Rates 

$ 77.49 
$ !06.94 

Commercial Monthly Metered Service and all Parkway Crossing and Park South Station Service 
Areas (based on metered.water usage) 

Base facility charge (zero usage, based on water meter size) 
AIi service area:S,unlcss noted differently below 

<1" meter 

l" meter 
1-1/2" meter 
2" meter 

3" meter 
4" meter 
6" meter 

Usage charge, per 1,000 gallons 
All.service.areas unless noted differently below 

Parkway Crossing and Park South Station Service Areas 
Base facility charge.(zero usage) 
Usage charge, per 1,000 gallons 

1039 

Existing 

~•t;6.I I 

$ 65.28 
$ l30:S5 
$ 208.88 

$ 391.65 
$ 652.75 

$1,305.50 

$ 8:92 

Existing 
Rates 

As shown above 
$ 6.45 

Temporary 
Rates 
$26.59 
$ 66.48 
$ 132.95 
$ 212.72 

$ 398.85 
$ 664.75 
$1,329.50 
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$!0.18 

Temporary 
Rates 

As shown above 
$ 6.45 
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Hawthorne at the Greene Apartments, Woodland Farm Rocky Ridge and Beaver Farms Service 
Areas - Mecklenburg County: 

Base facility charge (to be collected and delivered to 
Carolina Water Service, Inc. of North Carolina for 
treatment of the wastewater), per month (per REU) 
Usage charge, per 1,000,gallons 

Sewer System Improvement-Charge 

All service areas unless noted differently 

Existing 
Rates 

$ 47.94 
$ 6.11 

Existing 
Rates 

1.15% 

Temporary 
Rates 

$ 47:94 
$ 7.26 

Temporary 
Rates 
0.00% 

The Public Staff - North Carolina Utilities Commission (Public Stafl)· is authorized by 
statute to represent consumers in proceedings before the Commission. Written statements to the 
Public Staff should in.dude the name of the subdivision where the customer is receiving service, 
contnct information, and any information that the writer wish~s to be considered by the Public Staff 
in its investigation of the matter; these statements should be addressed to Mr. Christopher J. Ayers, 
Executive Director,.Public Staff,-4326-Mail Service Center, Raleigh, North Carolina27699-4300. 
Written statements may also be faxed to·919-715-6704 or e-mailed to statements@ncuc.net. 

The Attorney General is also authorized by statute to represent consumers in proceedings 
before the Commission. Statements to the Attorney General should be addressed·to The Honorable 
Josh Stein, Attorney General, 9001 Mail Service Center, Raleigh, North Carolina 27699-9001. 
They may also be e-mailed to utilityAGO@ncdoj.gov. 

Information regarding this proceeding can be accessed from the Commission's website at 
www.ncuc.net under the docket number of this proceeding (i.e., W-218 Sub 526). 

APPENDIX A 
PAGE5 o/5 

TEMPORARY MORATORIUM ON,DISCONNECTION FOR NONPAYMENT AND 
PROVISIONS FOR PAYMENT'ARRANGEMENTS 

In response to the COVID-19 public health crisis and to Governor Roy Cooper's 
Declaration of a State of Emergency (Executive Order No.116, March IO, 2020), the North 
Carolina Utilities Commission issued an Order on March 19, 2020 in Docket No. 
M-100, Sub 158 which addressed dis9-0nnections for nonpayment, reconnections, waivers of 
certain fees, interest, and payment arrangements. As early as March 13, 2020, Aqua North 
Carolina initiated actions·consistent with the.ultimate Commission Order and the Company joins 
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other regulated utilities in strict compliance with the customer protection provisions set forth by 
the Commi~ion. A complete copy of the Order may be found on. the Commission website home 
page - https://www.ncuc.net. 

The Commission also provided that, at the· end of the State of Emergency, customers 
having arrearages accrued during the emergency period shall be provid~ the opportunity to-make 
a reasonable payment arrangement over no less than a six month-period and shall not be charged 
any late fees for late payment for arrearages accrued during the State of Emergency. (The Order 
does not relieve a customer of lheil' obligation to pay bil_lS for-receipt of any utility.service covered 
by the Order). 

ISSUED BY ORDER OF THE COMMISSION. 
This the 23rd day of June, 2020. 

NORTH CAROLINA UTILITIES,COMMISSION 
Janice H. Fulmore, Deputy·Clerk 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-218, SUB 526 

BEFORE THE NORTH CAROLINA UTILITIES.COMMISSION 

In the Matter of 
Application by Aqua North Carolina, Inc., 
2_02 MacKenan Court, Cary, North Carolina ) 
27511, for Authority to Adjustand Increase Rates ) 
for Water and Sewer Utility Service in All Its ) 
Service Areas in North Carolina ) 

NOTICE TO CUSTOMERS OF 
TEMPORARY RA TE INCREASE 
EFFECTIVE ON JULY 30, 2020, 
SUBJECT TO UNDERTAKING 
TO REFUND 

JRMPQBABY RATfS SJIRJECI IQ JJNDRRTAKTNG IQ B!lfllNQ 

NOTICE IS HEREBY GIVEN THAT Aqua North Carolina, Inc. (Aqua or Company), is 
authorized to increase its rates and charg~ ~ffectivc July 30, 2020, on a temporary basis, subject 
to refund, pursuant to N.C. Gen. Stat § 62-135. The July 30, 2020 rate changes.are not final' rates 
and remain subject to the North ·Carolina Utilities Commission's (Commission's) fina1 
detennination of the just and reasonable rates to be charged by Aqua on a pennanent basis pursuant 
to Aqua's pending general rate case appliCation in Docket No. W-218, Sub 526. 
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Aqua's choice· to implement temporary rates under boncl effe_clive for .water and sewer 
utility service rendered-on and after. July 30,2020, as allowl'(l pursuant to N.C.G.S. § 62-135 is 
detennined by the Company and is not a decision-by the <;ommission. However, the Commission 
finds·that Aqua in· fact has satisfied the·statut6ry requirements necessary to place new rates into 
eff~ct, on a partial, temporary basis and subject to refund with interest at a rate of 10% per annum, 
effective July 30, 2020. In approving this Notice to Customers, the Co!(lmission takes no position 
on whether the Company should or should not invoke·the temporary.rates-under bond authorized 
by statute.and notes that the decision of whether to implement temporary rates· under bond lies 
solely with Aqua: 

On December 31, 2019, Aqua filed a rate case application with the North Carolina Utilities 
Commission seeking authority to adjust.and increase i_t;_s rates for providing wate_r and sewer utility 
service in all of its service areas in North Carolina effective· for service rendered on and after 
January 30,2020. 

'In its rate case application, Aqua notified the Commission that, pursuant to the 
provisions of N.C.G.S. § 62-135, the Company intended to implement its proposed rates on: a 
temporary, interim basis subject' to refund, effective for service rendered, on and after- six 
months-from January 30, 2020, assuming that the Commission: (a) suspended the operation of 
the Company's· proposed rates as requested in the Application; and (b) hacl not entered a final 
order by that date. Consistent with , the customer notice provisions of 

APPENDIXB 
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N.C.G:S. 62-135(•), Aqua funher requested that the Notices to Customers attached to the 
Commissiori's or'der scheduling hearings shoilld_ include a specific provision which notified 
customers that the Company interided to implement ,temporary _rates under bond effective for 
Service reridered on and after six-months from January. 30, 2020. 

In the Commission's On;for Scheduling Hearings, Establishing Discovery Guidelines,- and 
Requiring Customer Notice issued on February 14,. 2020, in Docket No. W-218, Sub .526, the 
Commission required the Company to send NoLices-to Customers.which contained notifica1.iOn of 
the dates, times,and locations of the public hearirigs scheduled in thiS case and, at Aqua's request, 
Customers were ~so notified of the Company's intent to implement temporary rates under bond 
eff~ctive for water and sewer utility service rendered on and after July 30,2020. The Notices to 
Customers stated that if ultimately found to be excessive by the Commission, these temporary rates 
are sutiject to refund to customers with interest at an. interest rate to be ordered by the Commission. 
Thus, Ute present-Notices to Customers is a second notice regarding the temporary-rates which Aqua 
will place in effect on or after July 30, 2020, as specifically allowed by N.C.G.S. § 62°135. 

Aqua's temporary water rates for its Brookwood/LaGrange service areas-in Cumberland 
and Hoke Counties are as follows: 
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WATER UTILITY SERVICE 

Monthly Metered Service (Residential and Commercial 
customers) Base charge, per month (zero usage, based 
on meter size) 

<I" meter 
!"meter 
1-1/2" meter 

2" meter 

3"·meter 

4" meter 

6" meter 

Usage charge, per 1,000 gallons 
All service areas·unless noted differently below 

Bulk-Purchased Water sastems 

Existing 
Rates 

$ 14.03 

$ 35.08 

$ 70.15 

$112.24 

$ 210.45 

$ 350.75 

$ 701.50 

Existing 
Rates 

$ 3.76 

Temporary 
Rates 

$ 16.19 

$ 40.48 

$ 80.95 

$129:52 

$ 242.85 

$ 404.75 

$ 809.50 

Temporary 
Rates 

$ 4.62 

'I emporary base month y charge same as above 
Temporary usage charge, per r,000 ga11ons based on bulk water provider are unchanged 

Monthly Unmetered Service (flat rate) 
All service areas unless noted difTerenlly 

Residential customers 
Commercial customers (per REU) 
(REU = Residential Equivalent Unit) 

Water System Improvement Charge 
All service areas unless noted·differently 

Existing 
Rates 

$ 33.17 
$ 56.39 

Existing 
Rate 
3.57% 

Temporary 
Rates 

$ 37.65 
,$ 56.69 

Temporary 
Rate 

0.00% 

APPEND/XE 
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The Water System Improvement Charge is applied to the total water utility bill of each customer 
under the Company's applicable rates and charges. 
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The Public Staff - North Carolina Utilities Commission (Public Staff) is authorized by 
statute to rep_resent consumers in proceedings before the Commission. Written,statements,to the 
Public Staff should include the name of the subdivision where.the customer is receiving service, 
contact information, and an}' information that the writer wishes to be considered by the Public Staff 
in its investigation of the matter; these statements should he addressed to Mr. Christopher J. Ayers, 
Executive Director, Public Staff, 4326 Mail Service Center, Raleigh, North Carolina 27699-4300. 
Written statements may also he fax~d to.919-715-6704 or.e-mailed tostatemcnts@ncuc.net. 

The Attorney General is also authorized by statute to representctmsumers in proceedings 
before the Commission. Statements to the Attorney General should be addressed to The Honorable 
Josh Stein, Attorney Genera1, 9001 Mail Service Center, Raleigh, North Carolina 27699-9001. 
They may also be e-mailed to utilityAGO@ncdoj.gov. 

Information regarding this proceeding can be accessed from the Commission's website at 
www.ncuc.net under the-docket number of this proceeding (i.e., W-218 Suh.526). 

TEMPORARY MORATORIUM ON DISCONNECTION FOR NONPAYMENT AND 
PROVISIONS FOR PAYMENT ARRANGEMENTS 

In response to the COVID-19 -public health crisis and to Governor Roy Cooper's 
Declaration of a State of Emergency (Executive Order No.I 16, March 10, 2020), the North 
Carolina Utilities Commission issued an Order on March 19, 2020 in Docket No. M-100, Suh 158 
which addressed disconnections for nonpayment, rcconnections, waivers of certain fees, interest, 
and payment ·arrangements. As early as. March 13, 2020, Aqua North Carolina initiated actions 
eonsis~nt with the ultim·ate Commission Order and the Company joins other regulated utilities in 
strict compliance with th~ customer protection provisions set forth by the Commission. A complete 
copy of the Order may be found on the Commission website home page -·https:f/WWW.ncuc.net. 
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The Commission also provided that; at the end of the State of Emergency, customers 
having arrearages accrued during the emergency period shall he proVided the opportunity to make 
a reasonable payment arrangement oyer no less than a six month period and shall not'be charged 
any late fees for late payment for arrearagcs accrued during·the State of Emergency. (The Order 
does not relieve a customer of their obligation to pay bills for receipt of any utility service covered 
by the Order). 

ISSUED BY ORDER OF THE COMMISSION. 
This the 23rd day of June, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-218, SUB 526 

BEFORE THE NORTH CAROLrNA UTILITIES COMMISSION 

In-the Matter of 
) 

APPENDJXC 

Application by Aqua North-Carolina, Inc., 
202 MacKcnan Court, Cary, North Carolina 
27511, for Authority to Adjust and Increase 
Rates for Water and Sewer Utility Service in 
All Its Service Areas in North Carolina 

) UNDERTAKING TO REFUND OF 
) AQUA NORTH CAROLINA, rNC. 
) 
) 

NOW COMES AQUA NORTH CAROLINA, INC. (Aqua or Company) and files this 
Undertaking.to Refund pursuant to N.C. Gen. Stat.§ 62-IJS(c). 

UNDERTAKING TO REFUND 

Aqua North Carolina, Inc., by and through the undersigned Company President, makes this 
written undertaking to the North Carolina Utilities Commission !,hat the Company will refund to 
its customers in its Aqua Water, Aqua Sewer, and Brookwood Water Rate Divisions using the 
current rate structure for any amount of temporary rates made effective on and after July 30, 2020, 
pilrsuant to N.C:G.S. 62-135, plus 10% interest per. annum, as specified by the Commission 
pursuant to N.C.G.S; 62-130(e), as may finally be detennined by the Commission to be.excessive 
and as required by the Final Rate Case Order in this docket. Such refunds will be made consistent 
with any tenns and conditions set forth by the Commission in its Final Rate Case Order. 

This the ___ day of June, 2020. 

Sworn to and subscribed before me this the 
----~day of June, 2020. 

Notary Public 

Shannon V. Becker, President 
Aqua North Carolina, Inc. 

My Commission Expires: _________ _ 
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DOCKET NO. W-218, SUB 526 

BEFORE THE NORTI! CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by.Aqua North Carolina, 
Inc., 202 MacKenan·court, Cary, North 
Carolina 27511, for Authority to Adjust 
and Increase Rates for Water and Sewer 
Utility Service iti All Service Areas in 
North Carolina 

) ORDER APPROVING PARTIAL 
) SETILEMENT AGREEMENT AND 
) STIPULATION, DECIDING 
) ,coNTESTED ISSUES, GRANTING 
) PARTIAL RA TE INCREASE, AND 
) REQUIRING CUSTOMER NOTICE 

HEARD: 

BEFORE: 

Tuesday, June 23, 2020, at 9_:30 a.m., Commission Hearing Room 2115, Dobbs 
Building, 430 North Salisbury Street, Raleigh, North Carolina 

Wednesday, July 8, 2020, at 1:30 p.m., and continuing as required lhrough Monday, 
July 13, 2020, by virtual means using the Webex electronic platform 

Monday, August 3, 2020, at I :30 p.m., by virtual means using the Webex electronic 
platform 

Monday, August 3, 2020, at 6:30 p.m., by virtual means using the Webex electronic 
platform 

Commissioner ToNola D. Brown-Bland, Presiding; Chair Charlotte A. Mitchell 
and Commissioners Lyons Gray, Daniel G. Clodfelter, Kimberly W. Duffiey, 
JeffreyA. Hughes, and Floyd B. McKissick, Jr. 

APPEARANCES: 

For Aqua North Carolina, Inc.: 

Jo Anne Sanford, Sanford Law Office, PLLC, Post Office Box 28085, Raleigh, 
North Carolina 27611-8085 

Robert H. Bennink, Jr., Bennink Law Office, 130 Murphy Drive, Cary, North 
Carolina 27513 

For the Using and Consuming Public: 

Megan Jost, William E. Grantmyre, and William Creech, StafT Altorneys, Public 
Staff - North Carolina Utilities Commission, 4326 Mail Service Center, Raleigh, 
North Carolina 27699 
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Margaret A. Force, Assistant Attorney General, and Teresa Townsend, Special 
Deputy Attorney General, North Carolina Department of Justice, Post Office 
Box 629, Raleigh, North Carolina 27602 

BY THE COMMISSION: On November 26, 2019, pursuant to Commission 
Rule Rl-17(a), Aqua North Carolina, Inc. (Aqua NC or the Company) filed a letter notifying the 
North Carolina Utilities Commission (Commission or NCUC) of its intent to· file an application 
for a general rate-case. On December 31, 2019, Aqua NC filed an Application to Increase Rates 
and Charges (Application or Rate Case Application) with the Commission requesting authority to 
adjust and increase its rates for water and sewer utility services in all it'i service areas in North 
Carolina, effective for service rendered on and after January 30, 2020. Included with this filing 
was certain infonnation and data required byNCUC Fonn W-1, and the testimony arid exhibits of 
witnesses -Shannon Becker, Amanda Berger, Dylan D' Ascendis,. and 'Edward Thill, and Direct 
Testimony of Joseph Pearce and Dean Gearhart. 

The Commission issued its Order Establishing General Rate Case and Suspending Rates 
on January 21, 2020. The order declared the matter to be a general rate case, suspended the 
Company's proposed rates for up to 270 days, and established'the test year period as the 12 months 
ending September 30, 2019. On February 14, 2020, the Commission issued,its Order Scheduling 
Hearings, Establishing Discovery Guidelines, and Requiring Customer Notice (Scheduling Order). 
Among other things, the Scheduling Order established the dates, times, and locations for six public 
witness hearings to take place in April 2020 and an expert witness hearing to begin on 
June 23, 2020. 

On March 2, 2020, Aqua NC filed its Ongoing Three-Year Water and; Sewer System 
Improvement Charge (WSIC/SSIC) Pinn in Docket No. W-218; Sub 497A. 

On March 31, 2020, to assist in preventing the spread of coronavirus and in response to 
Governor Roy Cooper's Executive Order No. 121 imposing a statewide "stay at home" order until 
April 29, 2020, the Commission issued an order postponing the previously scheduled public 
witness hearings pending further order. 

On April 29, 2020, the North Carolina Attorney General's Office (AGO) filed a notice of 
intervention in this docket pursuant to N.C. Gen. Stat. § 62-20. 

The Public Staff filed the testimony of Public Staff witness Hinton on May 19, 2020, and 
on May 26, 2020, it"filed the testimony and exhibits ofits witnesses MichelleM. Boswell, Lindsay 
Darden, Lynn Feasel, D. Michael Franklin, Windley E. Henry, and Charles M; Junis.-. 

On May 21, 2020, Aqua NC filed the revised exhibits to the· direct testimony of its 
witnesses Shannon Beeker and Edward Thill. On June 2, 2020, Aqua NC filed the rebuttal 
testimony of Company witness D'Ascendis. 

On June 11, 2020, Aqua NC filed a Petition for Approval of.an Order Allowing Deferral 
of Revenues.in Lieu of Rates Under Bond or, Alternatively, Notice of Intent to Place Temporary 
Rates in Effect Subject to an Undertaking Refund Pursuant to N.C.G.S. § 62-135 (Petition). 
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On June 12, 2020, Aqua NC filed the rebuttal testimony and exhibits of its witnesses 
Amanda Berger, Dean R. Gearhart, -Paul J. Hanley, Joseph Pearce, George Kunkel, and Edward 
Thill, and on June 13, 2020, iUiled the joint-rebuttal testimony and exhibits of witnesses Becker 
and Pearce.' On June 15, 2020, Aqua NC filed the rebuttal testimony of its witness Gearhart with 
corrected Rebuttal ~xhibit-1, and the joint rebutta1 testimony Of its witnesses Becker and Pearce 
with corrected R~buttal Exhibits. 

On )une 16, 2020, the Public Staff and the AGO filed ,a joint response to Aqua NC's 
June 11, 2020 Petition-requesting deferral of revenues or, alternatively, implementation of rates 
under bond. 

On June 19, 2020, Aqua NC filed revisions to the rebuttal testimony and exhibits of 
Company witnesses Berger and Thill. 

On June 22, 202.0, the Public Staff filed· the corrected testimony of witness Junis and the 
corrected joint testimony and exhibits of witnesses Henry and Junis. 

On June 23, 2020, at 9:30 am., the Commission convened the expert witness hearing as 
scheduled, but due to the State of Emergency relating to COVID-19, the hearing was recessed until 
July 6, 2020, for the purpose of receiving expert witness testimony by virtual means using the 
Webex electronic platform. 

Also on June 23, 2020, the Commission issued an order denying use of a revenue deferral 
mechanism in lieu of rates under bond. By the same order, the Commission approved Aqua NC's 
finaneial undertaking associated with placing partial, temporary rates under bond .pursuant to 
N.C.G.S. § 62-135 and approved the Company's Notices to Customers. The Commission noted 
tha_t whether to exercise the remedy-provided by N.C.G.S. § 62:..135 is not a determinati9n for the 
Commission but is instead the Company's choice and found that Aqua NC's motion satisfied the 
statutory requirements necessary to place new rates into effect on July 30~ 2020 on a partial, 
temporary basis, subject to refund witl1 interest at a rate of 10% per annum. 

On June 29, 2020, the Commission issued an order rescheduling the public witness hearing 
for August 3, 2020, to be held in two sessions, beginning at I :30 p.m. and 6:30 p.m. via virtual 
means. The order required Aqua NC to ·me verified reports addressing all customer service and 
service quality complaints expressed during each public witness hearing within 20 days of the 
conclusion of the hearing. The Public Staff was required, and intervenors were allowed, to file 
verified responses·and any comments to Aqua NC's reports on or before September.4, 2020. Aqua 
NC was also required to provide the approved Notice to Customers to all affected customers no 
later than July I 0, 2020. 

Together with the Stipulation, Aqua NC filed a motion seeking Commission approval of 
revised Notices to Customers. In its motion, Aqua NC sought to implement partial, temporary rates 
under bond at a lower level than previously requested and lower than was set forth in the Notice 

1 Because June 13, 2020, fell on a Sab.Jrday, the joint rebuttal testimony of Aqua NC's witnesses Becker and 
Pearce was not marked filed by the Clerk's Office until the next business day, June 15, 2020. 
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to Customers in the Commission's June 23, 2020 Order. Also on July 1, 2020, Aqua NC filed its 
executed Undertaking to Refund pursuant to N.C.G.S § 62-135(e). 

On July I, 2020, Aqua NC and the Public Staff entered into and filed a Partial Settlement 
Agreement and Stipulation (Stipulation). The Stipulation resolved some of the issues between-the 
two parties in this docket. However, the following unresolved issues still existed: (I) Conservation 
Pilot Program; (2) rate design; (3) water quality reporting; and (4) the in-service date of plant and 
Aqua NC's unitization process, further described herein (collectively, the Unresolved Issues). 

On July 2, 2020, the Commission issued an order approving Aqua's revised Notices lo 
Customers and accepting Aqua's financial undertaking subject to refund. 

On July 7, 2020, at the Commission's request. the Public Staff filed Revised Exhibits I 
and II of Public Staff witness Windley E. Henry, Revised Exhibit I of Public Staff witness Lynn 
Feasel, and Revised Exhibits 7, 9, 13, 15, aild 17 of Public Staff witness Charles M. Junis, 
updating said exhibits in light of the Stipulation. 

This matter came on for the expert witness hearing on July 8, 2020, by virtual means using 
the Webex electronic platfonn. Aqua NC presented the testimony ofits witnesses Becker, Berger, 
D' Asccndis, Gearhart, Hanley, Kunkel, Pearce, and Thill. The testimony of witnesses D' Asccndis, 
Hanley, Kunkel and Pearce was received into the record without examination of the witnesses by 
any party or the Commission. Witnesses Decker, Berger, Gearhart, and Thill were sworn in and 
subject to cross-examination. ·ni.e Public Staff presented the testimony of its witnesses Boswell, 
Darden, Feasel, Franklin, Henry, Hinton, and.Junis. The testimony of witnesses Boswell, Darden, 
Feasel and Hinton was received into the record witho_ut examination of the sponsoring witnesses. 
Witnesses Franklin, Henry, and Junis were made available for examination by th!;: parties and the 
Commission. The hearing recessed on July 13, 2020, to be reconvened on August 3, 2020, to 
receive customer public witness testimony as scheduled. 

On July 15, 2020, following the expert witness hearing but prior to the public witness 
hearing, Aqua NC -filed its Confidential Late-Filed Becker Direct Exhibit 4, and on July 27, 2020, 
it filed a Late-Filed Exhibit with responses·to Commissioner's questions.' 

On July 17, 2020, the Public Staff filed its Late-Filed Exhibit I requesting the Commission 
to tak.ejudieial notice of the Commission's final orders in three.prior Aqua NC rate cases. On July 
20, 2020, the Public Staff filed its Late-Filed Exhibit 2 with responses to Commissioner's 
Questions of Public Staff witness Charles M. Junis. 

The parties filed all late-filed exhibits requested by the Commission requested during the 
expert witness hearing. No party raised any objection to such exhibits and, therefore, said late-filed 
exhibits are deemed admitted into the record. 

1 Unless otherwise indicated, the Commission uses the term "lnte•filcd exhibit'' lo refer lo exhibits filed after the 
close of a hearing. 
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On August 3; 2020, the public witness hearing was held in two sessions as scheduled. A 
total of24 customers testified as public witnesses. 

On August 17, 2020, the Public Staff and Aqua NC filed proposed order.;, and the AGO 
filed a post-hearing brief. 

On- August 25, 2020, Aqua NC filed its Report on Customer Comments (Report on 
Customer Comments) from the:Public Hearing held on August 3, '2020. 

On September 5, 2020, the Public Stafffiled'its verified response to Aqua NC's Report on 
Customer Comments. 

On September 11, 2020, Aqua NC filed its Reply Comments to the Public StaIT's response 
to its Report on Customer Comments. 

On September 25, 2020, Aqua NC and the Public Staff filed Supplemental Proposed Orders 
regarding testimony from the public hearing. responses to customer concerns, and water quality 
reporting requirements. 

WHEREUPON, on ·the bas.is of Aqua NC's verified Rate Case Application, including.the 
NCUC Form W-1; the Partial Settlement Agreement and StipQJation; the public .witness testimony; 
the testimony and exhibils of Aqua NC witnesses, including.the Company's late-filed exhibils; the 
testimony and cxhibils of Public Staff Witnesses, including the Public Staff's late-filed exhibits; 
and the entire record in this pro~eding, the Commission now·makes the following 

FINDINGS OF FACT 

General Matters 

1. Aqua NC is a corporation duly organized under the law and is authorized to do 
business as a regulated investor-owned water and sewer public utility in the State of North 
Carolina. The Company is subject to the regulatory oversight of this Commission. Aqua NC is a 
wholly-owned subsidiary of Essential Utilities, Inc. (Essential Utilities)1 of Bryn Mawr, 
Pennsylvania. Aqua NC's headquarters is located in Cary, North Carolina. 

1 On May 13, 2020, Aqua NC notified the Commission of Aqua America, lnc.'s name change to Essential 
Utilities, Inc, by submitting the Articles of Amendment filed with the Pellnsylv~a Department of Slate, Bureau of 
Corporations and Charitable Organiz.utiollS, which recorded the change of corporate name from AqWJ America, Inc. to 
Essential Utilities, Inc., effective February 3, 2020. 
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2. Aqua NC is.subject to the jurisdiction of the Co_rnmission pursuant·to Chapter 62 
of the North Carolina General Statutes for adjudication of the·company's Application for a rate 
increase and for a detennination of the justness and reasonableness of Aqua NC's prpposed rates_ 
for its water and sewer utility operations in North Carolina.1 

3. The test period for this rate case is ¢e 12-month period of time i;:nding 
September 30, 2019, adjusted for certain known and actual changes in plant, revenues, and costs 
that were not known at the time the case was filed but·ar'e base,f upon circumstances and events 
occurring or becoming known through March 3 I_, 2020, and.including up.-to the close ofth~ expert 
witness hearing on July· 13, 2020. 

4. For the 12-month iest period 'ending September 30, 2019, Aqua NC achieved a 
consolidated per books rate of return on common equity of5.44%, or a rate of return on common 
equity of5.77% when adjusted to remove goodwill. 

5. Aqua NC's last general rate case was, decided' by Commission Order entered on 
December 18, 2018, in Docket No. W-218, Sub497 (Sub497 Rate Case Order).' From 
January l, 2020 until July'29, 2020, Aqi.Ja NC's Commission approved rates for water and sewer 
service in all its service areas were in effect pursuant to the Commission's Order Approving Water, 
and Sewer System Improvement Charges.on a·-Ptovisional Basis and Requiring Customer Notice 
issued in Docket No. W-218. Sub 497A on January 6, 2020. On July 30, 2020, after appropriate 
customer notice, Aqua NC plaecd• new rates into effect on a partial, temporary basis as allowed 
pursuant to N.C.G.S. § 62-135 in its Aqua NC Water,-.Aqua NC-Sewer, and Brookwo9(1 Rate 
Divisions.Any amount-of~uch temporary rates that may-be finally determined by.the Commission 
·to be excessive are subject to refund with interest at a rate of 10% per annum. 

The Rate Case Application 

6. In summary, by its Rate Case Application, supporting documents filed On 
January 24 and 29, 2020, and-additional filings on subsequent dates diiring the proceeding, Aqua 
NC.sought an increase in its base rates and charges to its North.Carolina customers of$6,819,722 
along with ,other relief, including cost deferrals, changes to rate design, a Conservation pilot 
program, and a consumption adjustment -mechanism (CAM). The Rate Case· Application was 
based upon a requested-rate ofretum,on common equity.of IOJ0%, an embedded long-temi debt 
cost of 4.25%, and a capital structure of 50.00% common.equity and 50.00% long-tenn dc;bt. 

1 Aqua NC has·five rate divisiqns for its Wa1er:and sewer operations in North Carolina: (I) Aqua NC Water; 
(2)Aqua NC Sewer; (3) Brookwood Water; (4)Fairn'ays Water.and (5)Fairways Sewer. 

2 Pass-through rate.increases for various purchased water and purchased sev.u systems have been approved 
·pursuant to N.C.G.S. § 62-133.11, subsequent to the Sub497 Rate Case Order. 
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The Stip,dation 

7. On July I, 2020, Aqua NC and the Public Staff (Stipulating Parties) .entered into 
and filed a Partial Settlement Agreement and Stipulation··in this docket which resolved some of 
the disputed issues between the Stipulating Parties-pursuant to N.C.G.S. ·§ 62-92 and Commission 
Rule Rl-2_4(c). Tne issues that-were resolved-constitute the entirety of what are sometimes referred 
to collectively herein as 'the Financial Issues. The four ·issues not resolved· by the Stipulation 
include Aqua NC's proposed conservation pilot program; rate design; customer service and water 
quality reporting requirements; and the in-service dates of plant (UPIS) and the Company's 
Wlitizati_on practices and policies. 

8: The Stipulation is the product of the give-and-take in settlement negotiations 
between th~ Aqua NC.and the Public Staff, is materiaJ ·evidence in this proceeding, and is entitled 
to be given appropriate weight in ,this case, ~long with other evidence from the Company, the 
Public Staff, and the AGO, as well as testimony of public customer·witnesses concerning the 
Company's Rate Case Application. 

Stipulated Adjustments to Cost'ofSenice 

9. The Stipulation provides for a broad range of accoWiting adjustments, which are 
set forth in detail at Settlement Exhibit l, appended to-the Stipulation filed on July 1, 2020. 

10. The Stipulating Part_ies agree that the'Stipulation is·a settlement of certain disputed 
issues between the parties in this docket and will not }?e used as a rationale for fµture arguments 
on contested issues brought before the Commission. 

n. The accounting adjustments outlined in Settlement Exhibit I are just and reasonable 
to all parties in light of all the evidence pres~nted., serve the public interest,- and should be approved. 

12. The Company's updates through August 14, 2020, to certµn revCnues,,expenses, 
and investments, as agreed to and adjusted in the Stipulation, are appropriate for us~ in 
this proceeding. 

Stipulations Pertaining to Rate Of Return on Common Equity,·Overall Return, Capital 
Structure, and Cost of Debt 

13. The cost of capital .and revi;nue increase approved ifl' this Order· are intended to 
provide Aqua NC, through soWid management, the opportunity to earn an overall rate of return of 
6.81%. This overall rate,of retum is derived from applying an embedded cost:of debt of 4.21%~ 
and a _rate of return on common equity of 9.40%, to a ~ital ·structure consisting of 50.00% long
term debt and 50.00% equity. 

14. The stipulated 9.40% rate of return on common equity for Aqua NC is just and 
reasonable in this general rate case. 
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15. The stipulated 50.00% ,equity and 50.00% long-tenn debt ratio is a· reasonable 
capital structure for A_qua NC in this case. 

16. The stipulated 4.21 % cost of debt for Aqua NC is reasonable for the .purposes of 
this case. 

17. The provision of continuous .safe, adequate, and reliable water and wastewater 
utility service by Aqua NC is essential to the Company's customers. 

18. The rat~ increase approved in this case, which includes.the stipulated rate of return 
on common equity and capital structure, will be difficult for some of Aqua NC's customers to pay, 
particularly "the· Company's low-income· .custo_mers, ,and especially during .the unprecedented 
economic -crisis resu!ting from the COVID-19 pandemic that gave rise to the Commission's 
disconnection moratorium.1 

19. The stipulated rate of return on-common equity and capital structure approved by 
the Commission appropriately balance the benefits received by Aqua NC's customers from·the 
Company's necessary investments in the provision of safe, adequate;. and reliable water and 
wastewater utility.service with the difficulties that some of Aqua NC's customers will experience 
in paying the Company's increased rates. • 

20. The stipulated 9.40% rate of return on common· equity ,and the 50.00% equity 
capital structure approved by the Commission in this case appropriately balance Aqua NC's need 
to obtain equity and·debt financing with the ratepayers' need io pay the lowest possible rates. 

'21. The authorized levels of overall rate of return and rate of r~turn on common equity 
set forth above- are supported by competent, material, and substantial record evidence,- are 
consistent with the requirements of N:C.G.S. § 62-133, and are f~r to Aqua-NC's customers 
gei1erally and in light of the impact of changing economic conditions. 

Acceptance of Stipulation 

22. Based upon all _of the·evidence in the record, including cons_ideration of the public 
witness testimony and the evidence from the AGO, who did-not-join the Stipulation, the provisions 
of the Stipulatioii are just and reasonable to the customers of Aqua NC and to all parlies to this 
proceeding and serve the puJ:>lic interest .Therefore, the Stipulation should be approved in its 
entirety. In addition; the 'Stipulation is entitled to substantial weight and consideration in the 
Commission's·decision in this docket. 

1 See Order issued on March 19, 2020, in Dodcet Nos. M-100, Sub 158. By Order issued on July 29, 2020, the 
Commission,detennined that, after appropriate customer ~ce in ate0rda:nce With-Commission rules, all jurisdictionaJ 
electric, natural gas, water, and ~public utililies may resume customerdisconnedions due lo nonpayment for bills 
f-ust rendered on or after September, I, 2020. 
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Withdrawal of Conscnration Normalization Adjustm_ent and CAM Requests 

23. For purposes of calculating-, av_erage corisumption for use in this proceeding; 
Aqua NC sought approval to.apply a.conservation nof11]alization factor to the three-year average 
historical consumption· figures for each of the Company's,three water rate divisions. Aqua NC 
also proposed implementation of a CAM 'for -approval by the Commission pursuant to 
N.C:G;S. § 62-l'.33.12A. During the course of this proceeding, the Company withdrew both these 
requests and the Commission makes no further finding as to either request. 

Contested Issues 

Rate Design (F.xcluding Conservalion Pilot Program) 

24. It is reasonal;,le and appropriate that Aqua NC's rate d~ign for water utility service 
provided to its residential.customers shouJd continue to be.based.on the folloWing fixed/variable 
ratios which were proposed by the Public Staff and approved by the Commission i0 the Company's, 
Sub 497 rate case: 40%:6_0% for the Aqua NC Water Rate Division; 41 %:59o/.o for the Brookwood 
Water Rate DiVision; ahd 44%:56% for the Fairways Water Rate Division. These water rate design 
ratios promote water efficiency and conservation while also providing A.qua NC a· reasonable: 
opportunity to recover the approved revenue requirements in this proceeding for its three water 
rate divisions. 

25. To further promote water conservation and to give customers more control over 
their monthly wastewater bills,. it is_ appropriate to imp_l_ement volumetrit; wastewater rates with an, 
80% base facility charge and a 20% volumetric charge for all the Aqua NC and Fairways 
wastewater customers ihat receive water utility service from Aqua NC or Fairways water, and for 
whom water meter readings are presently available, excluding the approximately 800 sewer 
customers in the Aqua-NC Water Rate.Division Conservation Pifot Program. 

26. It is reasonable 'and appropriate for all Aqtia NC and all Fairways wastewater 
customers that do-not receive metered Water utility service from Aqua NC or Fainirays to remain 
monthly flat rate wastewater customers-at this time. 

27. As a result of the change from flat to metered sewer rates for residential customers 
in the Aqua NC Se_wer arid Fairways Sewer Rate Divisions and the approval of the Conservation 
Pilot Program in the Aqua NC Water Rate Division discussed belqw, the Public Staff's 
recommended .change to a fixed/variable ratio of 30%:70% -for Aqua NC's three water rate 
divisions is not appropriate at this time. The rate.design chang~ approved herein will provide 
-Aqua NC's customers an opportunity to achieve additional water conservation in the Aqua NC 
Sewer· and'FairwBys Sewer Rate Divisions while-also providing valuable~ tangible information 
concerning the use oftwo new rate design structures for Aqua·NC. 

28. Aqua NC should evaluate the effect-on customers' monthly sewer bills as a result 
of the implementation ofmetered·sewer rates for.residential customers. In an annual report to the 
CommiSSion, Aqua NC should compare tl!_e monthly historical consumption to the current monthly 
consumption f9r the customers converted from a flat sewer rate to a metered sewer rate to 
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determin·e the change in consumption levels. Such report should state, at a minimum, the 
subdivision name, the,number of customers billed (historica1 month and current month), monthly 
consumption billed (historical and current), and the sewer revenues billed-(historical month and 
current month). 

29. Under a metered sewer pricing rate structure, customers who irrigate through their 
ptj_mary household meter will receive a- stronger conseivati6n signal than the customers who 
irrigate through-a separate irrigation meter. Aqua NC should-evaluate and propose a separate rate 
fot Water provided through an irrigation meter in future.rate case pr_oceedings. _Aqua NC should 
also evaluate and propose future rate design structures that providc.pricif!g incentives.for reducing 
irrigation use for all customers who use an in-ground"irrigation-system. 

Conservation Pilot Program 

30. By Order entered in Docket No. W-l00, Sub 59 on March 20, 2019, the 
Commission initiated ·an Investigation Of Rate Design for Major Water Utilities, requesting, in 
pertinent part, "a discussion of rate design proposals that may better achieve revenue sufficiency 
and stability .while also sen~ing _appropri3.te efficiency and·conservation signals to copsumers." Jn 
response to tha:t request, Aqua-NC proposed, in this rate,case, to implement a Conservati_on Pilot 
Program for residential customers in five of the Company's service areas ·iii North Carolina: The 
CaJ)e; Arbor Run; Bayleaf Master System; Merion; and Pebble Bay.1 Aqua NC stated the purpose 
of the.proposed pilot js,to examine a new rate·structure designed to send conservation~inducing 
price signals to residential c_ustomers~ while preserving the Compaily's abil_ity to· achieve sufficient 
and stable cost recovery. As proposed, the Company would implement a new inclining block 
rate structure. 

31. The focus of Aqua NC's proposed pilot program is to provide rate· relief for 
customers whose usage falls within lower usage blocks and to induce co_nservation for those 
_custome~ whose usage falls,within higher usage block levels. 

32. The five service areas which Aqua proposed to include in its pilot-program involve 
two of the Company's Rate Divisions (Aqua NC Water and Fairways Water). As proposed, the 
pilot program would include nearly 1 t,000 premises, covers approximately 13% ofth_e Company's 
water·customers, and include representation in each·of Aqua NC's geographica1 areas. The five 
pilot water service.areas vary significimtly in size, consumption volatility, and absolute level Of 
consumption. Each of the five water systems·serving the.service areas proposed to be·part-ofthe 
pilot is experiencing stress to meet peak demand and could soon require capital inVeStment if 
conservation is-not realized in the near tenn. 

;n. For the pilot program, Aqua NC proposed-four usage tiers with inclining block rates 
and separate irrigation rates to be charged to residential water customers in the Arbor Run, Merion, 
Pebble ·Bay, and Bayleaf Master System service areas (a portion of the Aqua NC Water Rate 
Division) and The Cape service area{Fairways Water Rate Division). The Company stated that its 

1 The Cape service area ~ located in the Fairways Waler Rate Division, MUie the other four service areas are 
located in the Aqua NC Water Rate DivisioTL Thus. the Compmy actually proposed to conduct two pilot programs.: 
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pilot program proposal. is contingent upon Commission approval of its proposed reven_ue 
reconciliation process ·specific to ."the pilot areas. Accordirig to AquaNC, the purpose of the 
proposed revenue recon_ciliation process is to asswe that ·.the Company will receive its full 
authorized revenue requirement, no more.and no less. 

34. Aqua NC's proposed pilot program considers irrigation rates to the extent the 
Company was able to do so. The Company has only 1,449 irrigation meters among its_-more-than 
80,QOO water connections.1

. Some of Aqua NC's customers irrigate through their primary meter 
connections which do not provide a separate meter reading ~or the conswnption related to irrigation 
use. Aqua NC's proposed pilot rates assign BIQck 3-and Bl_ock 4 rates for all separate irrigatjon 
meter usage; that.is, AquaNC'Water customers willi. irrigation meters would p·ay the Block 3 
charge for their first 15,00Q;gal!ons per month and the Block 4 rate for consumption above tha~ 
threshold. Although Aqua NC is presently unable to. assess separately irrigation-related 
conswnption for customers irrigating through primary mete~ the Company expects that most 
irrigation-related· consumption Would be· captured in proposed Qlocks 3 and 4 and that this 
proposed rate structure would,provide equituble treatment and similar conservation signals to its 
irrigation customers regardless of the presence or absence Of separate irrigation meters. 

35. The Public Staff opposes Aqua NC's proposed pilot program contending that the 
Company has failed to demonstrate that the program, including the revenue reconciliation process, 
is reasonable or justified for the purposes ofthis·case; 

36. It is reasonable and appropriate for Aqua NC to implement a Conservation Pilot 
Program in a portinof its Aqua NC Water Rate Division for the approximately 6,530 custoll}ers in 
its·Arbor Run, Merion, Pebble Bay, and Bayiea:fMasterSystem service areas but not in The.Cape 
service area in its Fairways Water·Rate Division. 

37. Applying inclining block rates to all of the Company's customers. should be 
anal)'zed.in advance·ofimplementation because there are many variabilities in an inclining block 
rate structure, from'the number and size ofth_e·blocks to the various step points and the magnitude 
of the.unit price difference between blocks. An analysis of.the impact these variables have on the 
effectiveness of the new rate structure in promoting water efficiency and conservation should 
include both an .evaluation of the municipal and town water and sewer systems operating in the 
State that currently·utilize inclining block rate structures as well as actual c_ustomer reaction and 
changes in consumpt_ion observed through the implementation of Aqua NC!s pilot program. 

38. Aqua NC should compile monthly consumption data of customer accounts .by' 
blocks·ofper 1,000 gallons to properly design, evaluate, and implement a tiered inclining block 
rate structure. Aqua NC should file quarterly reports with the Commission on the consumption 
data and revenue collec(ion ·related to customers included in the pilot-program. The quarterly 
reports should be filed within 30 days after the end-of the quarter. 

1 According to the Public Staff's late--filed e:dubil filed on July 20, 2020 in this docket, there are three irrigation 
bills in lhe Bay leaf Master System service area, one in the Pebble Bay service area. and 478 in The Cepe service area 
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39. Aqua NC should implement the pilot program for a period of tim~ that a11ows the;: 
Company to accumulate sufficiegt infonnation.to ana1yze the results of the pilot and to apply such 
results to designing proposed future rate structures. Consequently. Aqua NC's pilot program 
should include at least two summer irrigatfori seasons:but should conclude within three years of 
the implementation date or the effective date of Q.CW base rates in.a general rate case application, 
whichever is earlier. 

40. There are not presently any tiered rate structures approved for the water. and sewer 
utilities regulated by the· Commission. Implementation 9[ tiered inclining: block rate structures 
would be a significant change· in rate· design for the· regulated water- and sewer utilities. It is 
reasonable and appropriate to implement a pilot program in a portion of Aqua NC's Water Rate 
Division to allow Aqua NC.to analyze the results on a-~m-aller sCale before designing and applying 
any·one or more final rate designs to the larger population·of Aqua NC. The.application ofa pi!Ot 
program in·a portion-of Aqua NC's Water Rate Division sholild provide the Company, the Public 
Staff, and the Co_mmission .. an opportunity to. explore the ~ffects of a tiered inclining- block rate 
structure·.on a variety of customer types 'in several .geographical ·areas in the State; to make 
compari§olis Of actual pilot program results to.data pertai_!1ing to nonregulated enti~ies (towns, 
municipalities, etc.) that utilize inclining block rates; ·to evaluate the feasibility of utiliznig 
inclining block rates rather than Aqua-NC's current single-tier rate d_esign structure compared. to 
the ~s_ulting ben!=fits in system operations and conservation; and to·review Aqua-NC's reports of 
the.monthly consumption data-.of accounts by blocks of 1,000 gallons· to,ensure that all required 
information is capti,Jied ·prior- to possible full or pennanent implementation of inclining block rates 
in some or all of AquaNC's service areas. 

41. There are approximately 6,000 residential customers-on the Bayleaf-Master water 
system· and· there are ,Jess· lllan 800 residential sewer cUStOmers. The-Bay leaf Master water system 
customer base is ·not a uniform group of high~consumption ·households but rat.her includes.some 
diversity with respect to water usage.The Bay leaf Master System is a water system with a history 
ofinarginally adequate well water capacity during extended periol)s of_high demand that typically 
occur during,hcit, dry-weather which historically has resulted in heavy lawn and shrub•irrigation. 

42. Although there is opportunity for both conservation and operational relief with 
implementation ofa pilot program in The.Cape service area, it is-not appropriate to implement 
such a program in.this proceeding because the metered water. rates for the F_airways Water Rate 
Division are significantly lower in-comparison to the Aqua NC's Water and Brookwood Water 
Rate Divisions and thus will not provide meaningful results to extrapolate.across the Company'S 
full customer base in future rate.design planning. Further, ofthe·approximately 4,251 customers 
to be included in The Cape pifot program, the majority of the customers, 2,876 customers, aie both 
water and sewer customers and 1,375 are water-only customers. Consequently, the approval of 
metered sewer-rates for The.Cape seriice area will send a conservation signal to high volume.water 
users through the metered sewer charge. Implementing both metered sewer apd nn increasing block 
rate structure would-complicate the evaluation and analysis of the pilot program and--the proposed 
revenue reconciliation process. 

43. It is reasonable and appropriate that"a Conservation·Pilot Program be-designed to 
main_tain ~evenue sufficiency.and.stability for Aqua NC. A revenue reconciliation mechanism is 
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appropriate to support the Company's reasonable opportunity to recover its full Commission
approved revenue requirements des.eite implementation of a Conservation Pilot Program. 

44. For_purposes of implementing the Conservation Pilot Program in·a portion of the 
Aqua NC Water Rate Division, a revenue.reconciliation process applicable only tO the pilot'group 
is in the public interest. lt'is reasonable aQd appropriate that a _revenue re;onciliation process as set 
forth .by the Company be integral to the pilot program; however, such revenue reconciliation 
process alloWed in this docket for this specific purpose is-not intended to.establish the process by 
which-any future revenue reconciliation for Aqua NC or other-regulated utilities related to actual 
consumption variances from €ommission-appioved levels iff general rate case proceedings as 
allowed by N.C.G.S. § 62-l 33.12A will be calculated. 

Utility Plant in Service and Plant Unitivuion 

45. The Commission entered an Order granting a general rate increase to Aqua_ NC in 
Docket No. W-218, Sub 274 on April 8, 2009 (Sub 274 Rate Case Order). In its Sub 274 Rate Case 
Order, the Commission approved a joint stipulated settlement (Sub 274 Joint Stipulation)'filed by 
Ple Public Staff, Aqua NC, and-an intervenor party on January 27, 2009, which settle_d all issues 
inthe~e_I 

46. Paragraph 34 of the Sub 274 Joint Stipulation°provided as follows: 

Aqua Will adopt a consistent,_ accurate, and complete accounting system for its 
detailed· plant records -that maintains its plant records in compliance with the 
unifonn system of accounts. Furthennore, this.system should keep plant additioris 
on a system specific 'basis, as req1,1ired by the Commission in Docket No. W-274, 
Sub 251. This should be done before the Company files another general rate case 
for any of its operations in North·Carolina If Aqua files a general rate case for any 
of its operations based-·on, a test year in which' the plant records have not been 
brought into compliance, any additional rate· case· costs due to ,the inadequate, 
records will not be borne by the ratepayers.2 

47. Paragraph 37 of the Sub 274 Joint Stipulation provided as follows: "Aqua will 
review its procedures for di::tennining when projects.are,completed and should be closed·and file 
its recommended changes tO"its procedures within 90 days from the date of_the order in this case."3 

1 
The Attorney Geneml (AGO), who was a1so a party to the roie case, made a filing on March 13, 20()I), which 

stated lhat the AGO did not support or oppose the Joint :Stipulation and Partial Sett.lc;ment Auecment filed-in the Sub 274 
docket and, _likewise, did not support or oppose the Jo till Proposed Order. 

2 
This provision was inanporaled by the Comrni:iSion as Ordering Paragraph Ni;,. 8 of the Sub 274 Rate Case 

Order. 

3 
This provision was incOiporated by the Commission as Ordering Paragraph No. 12 of the Sub274Rate Case 

Order. 
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48. Paragraph 44 of the Sub 274 Joint Stipulation provided as follows: 

Aqua will" file a report every three ,monlhs on· the status of its compliance with 
Items 34 through 43 set forth herein. This report should contain for each item: 
(1) whether the Company has complied with the item, (2) a·detailed description-of 
the steps taken to comply, and .(3) if Aqua has not yet complied, the remaining step~ 
to be taken and the expected date of.completion.1 

49: The Company subsequ~ntly filed eight quarterly status •reports with the 
Corrimissicin in the Sub ~74 Rate Case Docket. The first quarterly· report was filed on June 30, 
2009. In that report, Aqua NC stated, ill pertinent part,. that: 

Pursuant to 'its own.commitment- and to Commission Order,.Aqua is aggressively 
engaged in the task of Consolidating and rationalizing the myriad of a_ccounting 
systems that exist,throughout its 42-county footprint into.one, integrated system. 
This requfres·extensive coordination and effort, using the·rest>urceS Of both Aqua 
North Carolina, Inc. and Aqua Ami;_rtca, Inc., as well as the en~gement of 
Accenture, a nationally recognized consulting finn. It is a significant, expensive 
and·on-going process-one·that,is nece~s·ary to·eomplcte the transition from a hos_t 
of separate systems to a .rationally organized, statewide Company. Additional 
consultant engagements are·reqt.iired for the studies that Aqua is tasked to complete, 
which address the impact of volumetri_c sewer.rates and inclining block water rates. 
The Company is pleased to repornhat significant progress has been rriade on all 
assignmerits. More reITliiiris to be,done, and reports on the progress,will be made 
quarterly or as otl:ierwise required. In addition, the· Company communicates 
regularly with the Public Staff on the progress that is being made on these and 
other activities. 

Regarding its compliance with Ordering Paragraph 8 of the Sub-274 Rate Case Order, Aqua 
NC stated that: 

Order. 

Aqua's.expansion iil,North·Carolina has occurred primarily through acquisition of 
a number of other systems, .which has in tum resulted in·the existence of records in 
a wide variety of fonnats. Reconciliation- of disparate systems into new and 
standardized systems is a,major undertaking. as was.evidenced by the conversion 
of numerous customer infonnation .. systems to Banner. The Company hus chosen 
an asset management system called 11Power Plant11l2J as.the platfonn for conversion 
of existing rec<irds.-and for asSet tracking in the future .. This coriversion requires 
significarit support of the North Carolina_ operation by Aqua America resources iil 
Pennsylvania and other states. After extensive internal accounting work, the 

1 This provision was incorporated by the Commission as Ordering Paragraph No. 18 of the Sub 274 Rate Care 

2 According to information provi_ded in ibis rate case proceeding, the·asset management software is properly 
referred to as .. PowerPlan" 
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conversion to Power Plant is well underway and North Carolina is scheduled to.be 
converted by December 31, 2009. It should also be noted that this is more than a 
conversion of existing systems. Many of the processes that arc integral to the 
suc9ess of the systems are also being evaluated and standardized. Aqua has 
discussed the status of the project with the Public Staff Accounting Division and 
they are aware of the steps being.taken. 

Regarding its compliance with.Ordering Paragraph 12 of the Sub 274 Rate Case Order, 
Aqua NC stated that: 

On a monthly basis the Accounting Department-sends the Regional Managers a 
CWIP report for re'Jiew, with the request thatthe Managers notify Accounting.of 
projects that are COrhplete and iri service. Accounting allows 30 to 60 days for any 
trailing costs to be charged to.these in-service activity•numbers before closing the 
asset. Attention to this process is also part of the scope· of work involved in the 
Accenture engagement. Aqua has discussed the status of the project with the Public 
Staff Accounting Division and they are aware of the steps being taken. {Note: the 
work with Accenture is on-going and, in the meantime the described m_onthly 
review and cross-check between the Accounting Department and the Regional 
Managers is.in place. Additional infonnation will be provided in the next quarterly 
rcpori, and Aqua submits this as.the report required.by July 7, 2009). 

50. Aqua NC's second quarterly report was filed on September 29, 2009. In that report, 
Aqua NC reiterated what it had pre ... iously stated with regard to the Company's compliance with 
Ordering Paragraph No. 8 and-~dded that: 

In the interim and prior to full integration of Power Plant, Aqua is maintaining plant 
records in compliance with,the Uniform System of Accounts and is keeping plant 
additions on a system-specific basis, as required. 

Regardi!]g the Company's compliance with Ordering Paragraph No. 12, Aq~a NC 
stated that: 

On a monthly basis the Accounting Department sends the Regional Managers a 
CWIP report for review, requesting that the Managers not_ify Accounting of projects 
that are complete and in service. Accounting allows 30 to 60 days for any trailing 
costs to be- charged to these in-service actiVity numbers before. closing the asset. 
Aqua has discussed the status of the project with the Public Staff Accounting 
Division, which is" aware Of the steps being taken. 

51. Aqua NC's sixth quarterly report was filed on September 30, 2010. With regard to 
the Company's compliance with Ordering Paragraph No. 8, Aqua NC stated that: 

The "Power Planr' asset management system has been adopted as Aqua's new plant 
record platform. It is·currently being utilized to record and maintain-accurate and 
complete.plant records. Historic assets were converted August 27, 2010, with all 
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available system detail. Unitization and recording of plant additions on a system 
specific busis was initiated in Q2 2010. 

Aqua respectfully submits that this constitutes a report of,compliance in full with 
the Commission's Ordering Paragraph #8. 

52. On June 29, 201 I, the Commi~sion entered an Order Terminating Quarterly 
Reporting Requirement in Docket No. W-218, Sub 274. In support of its Order, the Commission 
stated that: 

On March 31, 2011, Aqua North Carolina, Inc, (Aqua NC.or Company) filed its 
Eighth-Quarter!)' Status Report as retjuired pursuant to Decretal Pfil8graph No. 18 
of the Commission's April 8, 2009 Order Granting Partial Rate Increase and 
Requiring Customer Notice, in ·the above-captioned docket. In said report, Aqua 
NC requested that the-Commission accept suc_h report as the final quarterly _report 
required·by the Commission's·April.8, 2009 Order1 or, in the,altemative, hold'in 
abeyance any farther quarterly reporting requiremeilts-. pending issuance of the 
Commission's final .Order in Aqua· NC's current rate case proceeding. Docket 
No. W-218, Sub 319. 

Public Staff witness Katherine A. Fernald testified under cross-examination at the 
June 16, 2011 evidentiary hearing in ·Docket No. W-218, Sub 319,.that the Public 
Staff had reviewed the various reports filed by Aqua NC in response to the 
Commission's April 8, 2009·Order and opined that such reports have addressed the 
matters noted in Decretal Paragraph Nos. 8 through 17 of such Order. Furthermore, 
Public.Staff witness Fernald-testified that Aqua NC has complied with.all of the 
reporting requirements set forth in Decre~al Paragraph No. 18 of the Commission's 
April 8, 2009 Order. 

WHEREUPON, in consideration that Aqua NC has fully complied with all of the 
reporting requirements set forth in Decretal Paragraph No. 18 of the Commission's 
April 8, 2009 Order, the Pl'esiding Commissioner finds good cause e_xists·to accept 
Aqua NCs Eighth Quarterly Status Report as the final quarterly report and to 
terminate the present quarterly reporting requirements in Docket No. W-218, 
Sub 274, as requested by the Company. 

53. Aqua NC has operated under the PowerPlan accounting system since August•27, 
2010, with unitization and recording of plant additions on a system-specific basis having been 
initiated in the second calendar quarter of 2010. Since that time, Aqua NC has had.three general. 
rate cases (Subs 319, 363, and 497) prior to the Company's current Sub 526 rate case. In none of 
those cases was an allegation raised·by any party, including the Public Staff, that Aqua NC's utility 

1 Aqua NC submitted in its Seventh Quarterly Status Report filed on December 29, 2010, for l11e quarter ending 
December 31, 201 0; that it had complied with all of the reporting requirements pursuant to Decretal Paragraph No. 18 of the 
Commission's April 8, 2009 Order. Coru;cqucntly, Aqua NC noted in its Eighth Quarterly Stab..ts Report that the Company 
has nothing new or additional to report in such-quarterly filings which presents the issue of whether the quarterly filing 
requirement should be tmnioated. rn1is footnote was included in the Commission's June 29,.2011 Order]. 
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plant in service (UPJS) and unitiz,ation practices and policies did not confonn with the Unifonn 
System of Accounts or that the Company's depreciation practices were deficient in any way. 

54. In Aqua NC's past three_ general ·rate cases, -there was no indication that the 
accounting issues noted by the Public Staff in the Sub 274 rate case were not fully resolved. In the 
current' Sub 526 rate case, the Public Staff contends that Aqua NC's uniti1.ation practices and 
policies are problematic and not appropriate. 

55. Aqua NC's l_ong-standing practice and policy has been that plant additions begin to 
depreciate on the unitization date, not on the in-service date. The unitization date is the date ·when 
the asset is removed· from construction work in progress and added to plant in service. According 
to Aqua NC's internal accounting procedures, a period of JO to 60 days is allowed for any trailing 
Costs to be charged·to the projects before closing the asset to plant in service. 

56. Aqua NC's use of the half-year depreciation convention as allowed by Generally 
Accepted Accounting Principles reasonably serves to minimize the inipact of the unitization date 
during a calendar year being delayed beyond 30 to 60 days for any trailing costs to be recorded. 

57. The Public Staff challenges Aqua NC's unitization practices and policies under 
Pow"erPlan for some of the Company's utility plant additions in this case and proposes the 
recognition of additional accumulat~d depreciation for-those challenged projects:1 

58. The Public Staff maintains that Aqua NC's UPIS practices and policies are applied 
inconsistently for a majority ofthe·Company's CWIP projects. Aqua NC's accounting practices 
since the,filing of its first quarterJy status-report per the Sub'274 Joint Stipulation and Rate Case 
Order have resulted in some assets being qlosed more than 60 days after the asset's in~ser'Vice date. 
In these instances, the Company has on occasion continued to accrue Allowance f0r Funds Used 
During Construction (AFUDC)_after the.asset's ill-service.date and has frequ~n_tly postponed the 
start o_f depreciation until well after.the asset's in-service date. This practice has led to an artificial 
decrease in accumulated depreciation and corresponding increase in rate base, thereby increasing 
the return on the unamorti7.ed balance of plant in service. The Public Staff takes issue with 
Aqua NC's unitization dates·and the accrual of depreciation when an asset is placed in service in 
one calendar year but unitizaJion occurs in the next calendar year. 

59. Accrual of AFUDC should end·on the in-service date of an asset. With respect to 
depreciation,.Aqua NC's current UPIS unitization policy is acceptable.if utilized consistently by 
Aqua NC With strict adherence to a period of JO to 60 days for any trailing costs to be charged to 
the projects before closing the asset to plant in-service. Aqua NC should.pay particular attention 
to plant in-service dates occurring near the end of the calendar year such that the one-half year's 
depreciation expense is ·recorded in the year the plant is placed in service to the maximum 
extent possible. 

1 Witness Henry states that in Aqua NC's May I, 2019 WSICJSSIC _application, the Public Staff adjusted 
accumulated depreciation for plant additions that were recla.$1fied by the Public Staff from 2019 ru:J,dilions to 2018 additions. 
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60, Aqua NC should conduct a comprehensive review ·of'its current procedures and 
polici_es for determining when projects are complete, in~service, and booked to plant in service and 
file the Company's findings with respect to its internal accounting practices and policies and any 
plans or recommendations regarding- changes in those procedures and policies. within 90 days of 
the d~te of the Order·in this proceeding. 

61. Aqua NC's comprehensive review of its UPIS practices and policies should include 
an analysis of whether the Company can utilize the functionality provided by PowerPlan to book 
completed but not classified costs on the in-service date and on a coritinual basis shortly thereafter 
as invoices are received and paid until the entire project can be unitized to ·ensure that AFUDC 
ends and depreciation bcgins,on the in-service date. 

62. Until such time that Aqua NC reports to the Commission concerning its prospective 
UPIS practices and policies to address the issue as to whether the Company can utilize PowerPlan 
to begin depreciation for an asset as of the in-service date and the Commi~sion renders its decision 
in this regard, the Company should-continue its current policy of ceasing AFUDC accrual as of 
the plant .in-service date and beginning depreciation on the unitization date. Aqua NC should 
record the_ CWIP costs to pl_ant in service such that the projects begin depreciating,within 30 to 60 
days after the in-service date. 

Rale,n_aking and Revenue Requirement lss_r,es 

63. It is reasonable and appropriate to determine the revem;1e requirement forAqua NC 
using the rate base method as·allowed·by N.C.G.S. § 62-133. 

64. By its Application,.Aqua NC initially reqllested ~ total annual revenue increase in 
its water and sewer rates of$6,819,722, an 11.20% increase over the total revenue level generated 
by the ni-tes currently in effect for the Company. 

65. The.original cost rate base used and useful in providing service to the Company's. 
customers is $135,909,809 for Aqua NC Water operations. $60,371;609 for Aqua NC Sewer 
operations, $3,345,093 for Fairways Water operations, $10,435,206 for Fairways Sewer 
operations, and $27,073,706 •for Brookwood Water operations, for a total rate base. for combined 
operations of $237,135,423. 

66. The appropriate levels·of total operating revenues under present rates for use in this 
proceeding are $39,190,819 for Aqua NC Water operations, $16,457,554 for Aqua NC Sewer 
operations, $1,249,860 for Fairways Water operations, $2,149,107 for Fairways Sewer operations, 
and $6,692,049 for ,Brookwood Water operations, for a total for combined operations of 
$65,739,389. 

67. Accumulated depreciation consists of the following balances for water and 
sewer operations: 
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Aqua NC Water Operations: 
Aqua NC Sewer Operations: 
Fairways Water Operations: 
Fairways Sewer Operations: 
Brookwood Water Operations 

$90,717,400 
$44,951,137 
$ 3,544,128 
$ 2,601,325 
$ 9,365,674 

68. Contributions in aid of construction (CIAC), reduced by accumulated amortization 
of CIAC, consist of the following amounts for water and sewer operations: 

Aqua NC Water Operations: 
Aqua NC Sewer Operations: 
Fairways Water Operations: 
Fairways Sewer Operations: 
Brookwood Water Operations 

$61,724,928 
$52,124,015 
$ 5,819,673 
$ 5,923,775 
$ 2,427,237 

6_9. It is reasonable and appropriate for Aqua NC to recover total rat~ case e.x;.penses of 
$985,454 related to the current proceeding.to be amortized and collected over a three-year period, 
for an annual level of rate case,expense of $328,484. As Stipulated, this amount does not include 
a return or carrying costs on the unamortized balance. Unamortized rate case expense from Docket 
No. W-218, Sub 497 totals $419,435, and it is reasonable and·appropriate for Aqua NC to recover 
these costs over a three-year period for.an annual level of$139,812. The totaJ annual.rate case 
expense amortization for both·dockets is $46-8,296: 

70. It is reasonable and appropriate·to use:the current'statutory regulatory fee rate of 
0._13% to calculate Aqua NC's revenue requirement. 

71. It is reasonable and appropriate to use the current state corporate.income tax rate 
of2.50% and the applicable-21.00%.fedcral corporate income tax rate to calctilate Aqua NC's 
revenue requirement. 

72. Aqua NC. is ,entitled to changes in rates that_ will produce the following levels of 
total operating revenues, after pro,forma adjustments: 

Service Other Rev. & Total Operating 
Revenues Uncollectibles Revenues 

Aqua NC Water $38,546,489 $ 644,330 $39,190,819 
Aqua NC Sewer $16,426,070 $ 31,484 $16,457,554 
Fairways Water $ 1,159;708 $ 90,152 $ 1,249,860 
Fairways Sewer $ 2,152,586 $ (3,479) $ 2,149,!07 
Brookwood Water $ 6,433,919 $ 258,130 $ 6,692,049 
Total Aqua NC $64,718,772 $1,020,617 $65,739,389 

These-levels of revenues will allow Aqua NC the opportunity·to earn a 6.81 % overall rate 
of return, which the Commission has found to be reasonable upon consideration of the findings 
in this Order. 
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73. The Commission-approved rates will provide Aqua NC with an increase of 
$3,446,081 in ,its annual level of authorized service revenues through rates and charges approved 
in .this case, consisting o'f an increase{or Aqua;NC Water operations of $1,986,986,. an increase 
for Aqua NC Sewer operations of$818,431, an increase for Fairways Water operations of$20,949, 
a decrease for ·Fairways Sewer-operations of $37,004, and .an increase for Brookwood Water 
operations of $656,719. After giving effect to these authorized increases in water and sewer 
revenues, the tota!,annual operating revenues for the Company will be $65,739,389, consisting of 
the 'following levels of just and.reasonable operating revenues: 

Aqua NC Water 
Aqua NC SeWer 
Fairway Water 
Fairways Sewer 
Brookwood Water 

Water and 'Sewer System Improvement Charges 

$ 39,190,8 I 9 
$ 16,457,554 
$ 1,249,860 
$ 2,149,107 
$ 6,692,049 

74. Aqua NC's right to charge a· Water System Improvement Charge (WSIC) and a 
Sewer System Improvement Charge.(SSIC) was initially granted by-the Commission in Docket 
No. W-218, Sub 363 by Order issued May 2, 2014. 

75. Pursuant lo Commission, Rules R7-39(k) and RI0-26(k), the WSIC and 
SSIC mechanisms presently in effect are reset af zero as of the date this Order is issued. 

76. The Ongoing Three-Year Plan filed by Aqua NC in Docket No. W-218, Sub 497A 
on March 2, 2020, is reasonable and meets the requirements of Commission Rules R7-39(m) 
pertaining lo WSIC and RI0-26(m) pertaining to SSIC. 

Customer Concerns - Service and Water Quality-Related Issues 

77. As of December 31, 2019, Aqua NC served approximately 80,978 water, customers 
and 19,583 wastewater customers. Aqua NC owns·and operates 741 water systems consisting of 
over 1,400 wells along with 59 wastewater systems and 203 collection systems across 51 counties 
in North·Carolina. 

78. A total of24 Aqua NC customers !estified at the two sessions of the publiC hearing 
held August 3, 2020, via Wcbex. The, customers were from 21 subdivisions and 18 different 
systems. The testimony received du,ring those two sessions of the public hearing covered 
secondary water quality concerns, customer service concerns, opposition to rate increases, and 
preferred rate design options. 

79. Customer witnesses who testified regarding water quality complained specifically 
about discolored water, sediment buildup related to iron and manganese concentrations in the 
water, damage to appliances, intermittent aeration in the water, discoloration of household fixtures, 
unsatisfactory customer service ·related to Aqua NC's responsiveness and dissemination of 
inaccurate and insufficient information regarding such matters as flushing and service outages, and 
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the existence of Total Trihalomethane (TI'HM) exceedance in one system. Some customers who 
complained of water quality issues.testified that they do nOt drink the water supplied by Aqua NC 
and, instead, purchase bottled water for drinking and cooking. Sevetal customers testified that they 
have incurred expense to have household filters installed (by non-Aqua NC affiliated vendors) in 
an effort to improve the quality of water supplied to their homes by Aqua NC. Seven of 
24 customers who testified receive.their water supply from the BayleafMaster System. 

80. Other specific concerns to which customers testified, which are not water quality 
related, include the magnitude of the rate 'increase requested by Aqua NC and the flat-rate,sewer 
methodology rate design .. One customer, who testified at the hearing Complained that she had not 
received su'-flicient notice of the public hearing. 

81. As of September 29, 2020, the Commission and Public Staff had received 
19 written consumer statements of position which have been filed in DOcket No. w:.21 s, 
Sub 526CS.1 C~tomers statements primarily express opposition to Aqua NC's proposed rate 
increase while a few indicate dissatisfaction with' water quality due to secondary water quality 
issues and the Company's customer :;ervice. 

82. Aqua NC filed verified reports with the Commission which address the Concerns 
raised by the witnesses at both sessions of the August 3, 2020 customer witness.public hearing. 
The reports also address the issues that appeared to apply across systems and discuss remedial 
efforts being taken at the system level. The reports address customer specific solutions, explaining 
that:·(h) naturally-occurring iron and manganese are present in the groundwater supply that is the 
source of water for many of the Company's systems; (b) the levels of iron and manganese in the 
Company's systems meet applicable regulatory standards and pose no health risk to users; (c) the 
presence of iron and manganese in the water can cause water discoloration, problems with 
household appliances, and staining of fixtures and laundry; (d)'the Company has employed-various 
strategies to address the elevated levels of iron and manganese.in its water systems (e.g., flushing, 
chemica1 sequestration, and installation of various filters); and (e) the Company works with the 
Public Staff and DEQ to devise optimal plans to better address the problem of iron and·manganese 
in the Company's water systems. 

83. Though the customers' comments and the evidence, particularly with respect to 
secondary water quality issues; justify the ·continuation of efforts to address secondary water 

1 The number of consumer statements ofpositiOn received in lhe curre_nt rate case conlrasts wilh Aqua NC's 
last rate case, (W-218, Sub 497), wherein ninety-three (93) customer statements were filed wilh lhe Chief Clerk, 
between April 16, 2018 and November IS, 2018. 
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quality, Aqua NC's performance with respect to secondary water quality and service has continued 
to improve. Additionally, there were no complaints during the public hearing regarding primary 
water quality concerns. 

Quality, Remediation Efforts, Environmental Compliance and Communication 

84. DEQ secondary water quality standards address the acceptable levels of certain 
constituents, including iron and manganese, in drinking water. Secondary water quality Standal"ds 
serve as guidelines to operators of water· systems on keeping these elements, which are not 
crinsidered to pose health risks, at level~ that consumers will not find objectionable for drinking or 
consuming due to taste, color, and odor effects. 

85. While the DEQ secondary water quality standards serve as guidelines to. assist 
water systems in managing water qualities such as taste, color, aild odor, they do not purport to 
address the suitability. or acceptability of water for uses other than drinking,.cooking, and- human 
ingestion. Separate and apart from health concerns, the degree or magnitude of water taste, color, 
and Odor problems resulting from elevated levels of iron and manganese, which for purposes of 
health-related issues are sometimes designated and considered "aesthetie' concerns, often 
adversely impact the usefulness of water supplied and can significantly limit the benefit customers 
receive from the water service for which they pay. Persistenfsecondary water quality issues related 
to elevated concentrations of iron and manganese and customer service issues may also render the 
quality of service for some customers inadequate·for non-consumptive purposes, such as bathing, 
cleanihg, laundry, and use in appliances. 

86. Though concerns persist, particularly in certain parts of Aqua NC's service territory 
regarding secondary water quality, including odor and ltaining attributes whe_n the secondary 
elements·exist at high levels in the water, the evidence showed Significantly increased investment 
and operational attention to these issues. The Company's efforts are responsive to customer 
concerns, reflect additional investment and operationaJ diligence, and, ifsustained,.should support 
continued improvement·in secondary water quality and service. 

87. The overall quality of water service provided by Aqua NC is adequate on a 
company-wide and system-wide basis. The. Company meets DEQ's and the United States 
Environmental Protection Agency's·•health-based primary quality standards. 

88. Operational compliance with environmenlal laws and regulation is essentiaJ to safe, 
adequate provision of water service. Aqua NC's compliance·Jevcl with respect to water systems 
(of which it has over 700) is at the. 99.9% level. The Company also achieved a wastewater 
operations compliance level of approximately 97% in 2018-2019. 

89. The overall company-wide and system-wide quality.of wastewater service provided 
by Aqua NC is adequate and the Company operates its wastewater treatment plants in a reasonable 
and prudent manner. 
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90. Operational changes and capital improvements should continue as needed to 
support Aqua NC's success in improving the.quality .Of water in systems affected with elevated 
levels of iron and manganese. 

91. Aqua NC's level and quality of communication with its customers continues to 
increase and strengthen, as indicated by the testimony of its customers, the substantial decrease 
over time in customer testimony and written consumer statements, the Company's evidence of its 
internal improvements, and its outreach to customers. Evidence of Aqua. NC's improved 
communication is (ound in the.development ofthe·Bayleaf Advisory Group, enhancements t6 the 
Company's website, hiring of a dedicated staff member to.facilitate-handling of discolored water 
quality calls, and deployment of the "Close the Loop" program to assure that an Aqua NC 
employee contacts·every customer who calls with a complaint as a means of follow-up after the 
customer's can or complaint has been addressed. 

Regulatory Oversight and Compliance- Reporting Requirements 

92. Aqua NC was subject to a series of filing and,reporting requirements under the 
terms of the Commission's Sub 363 Rate Case Order which were continued in the 
Commission's Sub 497 Rate Case Order. 

93. Ordering Paragraph No. 8 of the Sub 363 Rate Case Order required Aqua NC to 
file bi-monthly reports addressing water quality concerns raised by customers at the public 
hearings for 13 systems. Such reports were t6 describe what was being done by Aqua NC to 
address water quality issi.Jes, ·and .the Sub 363 Rate Case Order included the specific contents 
required for each of these reports. 

94'. Ordering Paragraph No:9 of the-Sub 497 Rate Case Order required Aqua NC to 
continue·to file bi-monthly reports addressing water quality concerns raised by customers at the 
public hearings in Docket No. W-218, Sub 363, in situations where the iron and m;mganese 
concerns remain, and in the Sub 497 pI'oceeding, including but not limited to customers served 
within the Bay leaf Master System. With the exception of the Barton'.s Creek Bluffs, Lake Ridge 
Aero Park, and the Coachman's Trail Master System, these bi-monthly reports are no 
longer required. 

95. Ordering Paragraph No. 12 of the.Sub 363 Rate Case Order required Aqua NC to 
communicate, to the Public Staff the Compan)''s conversations with, reports, to, and receipt of 
recommendations from DEQ to the Public Staff regarding the water quality concerns being 
evaluated and addressed in Aqua NC's systems in a•timely manner. Such communication was 
required to be in a written format and provided, at a minimum, On a bi-monthly basis. Aqua NC was 
required to provide the Public Staff copies of: (a) Aqua NC:s reports and letters to DEQ concerning 
water quality-concerns in its systems; (b) responses from DEQ concerning-reports, letters, or other oral 
or written communication received from Aqua NC; and (c) DEQ's specific recommendations to Aqua 
NC, by system, con~mlllg each of the water quality con~ms being evaluated by DEQ. 

96. Ordering Paragraph No. 14 of the Sub 497 Rate Case Order required Aqua NC to 
continue to promptly provide to and share with the Public Staff information concerning aU 
meetings and conversations (in swnmary note fonn) with, reports to, and the recommendations 
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of DEQ regarding the water quality concerns being evaluated and addressed in Aqua NC's 
systems. These communications were not to be considered or treated as formal reports authored 
by Aqua NC, but rather as notification of the occurrence of communications between the Company 
and DEQ, as well as the salient topics discussed. They were required to be submitted in· a written 
fonnat; and were to be provided, at a minimum, on a bi-monthly basis until otherwise ordered by the 
Commission. Without limitation on the foregoing, Aqua NC was required to provide the Public Staff 
copies of: (a) Aqua NC's reports and letters to DEQ concerning water quality concerns-in its systems; 
(b) responses from DEQ concerning reports, letters, or other oral or written communication received 
from Aqua NC; (c) DEQ's specific recommendations to Aqua NC, by" system, concerning each of the 
water quality concerns being evnluntcd by DEQ; and (d) communications from DEQ to Aqua NC 
indicating DEQ's dissatisfaction with Aqua NC's response to DEQ's concerns, directions or 
recommendations concerning water quality affected by iron and manganese. 

97. The Public Staff has incorrectly interpreted the Commission's written guidance 
wilh respect to the above identified reporting requirements to apply to primary water quality 
concerns. All portions of Ordering Paragraphs 9 and 14 of the Sub 497 Rate Case Order refer to 
reporting requirements specifically related to secondary water quality issues only - no to primary 
water quality. 

98. Aqua NC should continue to promptly provide to and share with. the Public Staff 
information concerning any and all written communications to and from DEQ that relate to 
compliance with or deficiencies in compliance with the secondary water quality standards enforced 
by DEQ. These notifications shall include, but arc not limited to, copies of NOVs and written 
recommendations of DEQ regarding the secondary water quality concerns being evaluated and 
addressed in Aqua NC's systems. Aqua NC's notice to the Public Staff shall be in writing, include 
all salient topics and content points, and .be provided, at a minimum; on a bi~monthly b.isis. These 
notifications shall not be considered or treated as a formal report authored by Aqua NC, but rather 
as notification of the occurrence of communication between the Company and DEQ. Without 
limitation on lhe foregoing. Aqua NC shall provide the Public Staff copies of: (a) Aqua NC's 
reports and letters· to DBQ concerning secondary water quality concerns in its systems; 
(b) responses from DEQ concerning reports, letters, or other written communication received from 
Aqua NC related to secondary water quality issues; (c) DEQ's specific recommendations to Aqua 
NC, by system, concerning each of the secondary water quality concerns being evaluated by DEQ; 
and (d) written communications from DEQ to Aqua NC indicating DEQ's diss_atisfaction with 
Aqua NC's response to DEQ's concerns, directions or recommendations concerning secondary 
water quality affected by iron and manganese. 

99. The Public Staff and Aqua NC are required to file a written report with the 
Commission, on March 1 and September 1 each year in which the WSIC is in efTect, on secondary 
quality concerns that are affecting its customers. If a particular secondary water quality cohcern 
has affected or is afTecting I 0% of the customers in an individual subdivision service area or 
25 billing customers in an individual.service area, whichever is less, the customers affected nnd 
the estimated expenditures that are necessary to eradicate, to the extent practicable, secondary 
water quality issues related to iron and manganese through the use of projects that are eligible for 
recovery through the WSIC shall be,detailed in the written report. The written report shall also 
contain a recommendation as to whether the Commission should order Aqua NC to pursue such 
corrective action and provide an underlying reason why the action should or should not be 
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underlaken. If there are no secondary water issues or if the secondary water quality issues are 
below the l 0% or 25 customer threshold previously set forth, Aqua NC and the Public Staff shall 
so infonn the Commission, ,but they need not report secondary water quality issues resolved by 
Aqua NC without the assistance or expectation of assistance qfthe WSIC. 

I 00. It is not appropriate to change the frequency or nature of the semiannual secondary 
water quality report requirement, at this time. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1-5 

General Matters 

The evidence supporting these findings of fact is contained in the verified Application, the 
NCUC Fann W-1, the testimony and exhibits (both prefiled and late-filed) of the witnesses, and 
the entire record in this proceeding. These findings and conclusions arc infonnational, procedural, 
andjurisdictional in nature and are not contested by any party. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 6--l! 

Rate Case AppliCation and Stipulation 

The evidence supporting these findings of fact is contained. in the Stipulation and in the 
testimony of Aqua NC witnesses Becker, Gearhart, Thill, and D' Ascendis, and Public Staff 
witnesses Henry, Hinton, and Feasel, and the entire record in this proceeding. Specifically the 
evidence is found as follows: 

• Settlement Exhibit 1, filed with the referenced July 1, 2020 Stipulation; 

• Henry Revised Exhibits I and II with supporting schedules (including Feasel Revised 
Exhibit I with supporting schedules); filed July 7, 2020, which provide·sufficient support 
for the annual revenue required for the issues resolved by the Stipulation; 

• A~ditional Direct Testimony of Shannon Becker found in Transcript Volume 2, filed 
July 8, 2020; 

• Henry Additional Direct Partial Settlement Agreement Exhibit 1; 

• Additional Direct Testimony of Windley Henry found in Transcript Volume 4, filed 
July 9, 2020; and 

• Public Statrs Late~filed Exhibits of Windley E. Henry and Charles M. Junis filed on 
August 17, 2020, which provide supporting schedules and exhibits for the stipulated 
revenue requirements. 
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The Stipulation is the product of the give".'and-lake 'in ·settlement between the Stipulating 
Parties. is materiaJ·evidence in this" proceeding, and is entitled to bc,given appropriate weight in 
this case, along with other evidence from Acj_ua NC, the Public Staff, and the AGO, the other 
intervening party, along with ( consumer statements of position· and the sworn testimony of the 
public Witnesses concerning the Company's Application). 

The Stipulation settles only some of the disputed issues between the Stipulating Parties; 
The Uiiresolved Issues include: 

A. Conservation Pilot Program; 
R Rate Design; 
C. Reporting Requirements; and 
D. The in-servi~ date of plant and Aqua NC's unitization process. 

On July I, 2020, Aqua NC and the Public Staff filed the Sti~ulation, which resolved 
virtually all of the tinancia1 issues in this proceeding between them and provided for a revenue 
requirement increase-of approximately $3,232,954 for combirieQ operations based on the settled 
issues. The Stipulation is based upon the same test-period as Aqua NC's Application, adjusted for 
certctin changes in plant, revenues, and costs that were not known at the time the case was-tiled but 
occurred,or became.known by March 3 I, 2020. 

The key aspects of the Stipulation, Section-III, resolved the following revenue requirement 
issues, as between the Stipulating•Parties: 1 

Test Period a11d Updates 

Pursuant to Section III, Paragraph A of the Stipulation, the test period for this rate case is 
the 12 months ending September 30, 2019, adjusted for certain changes in plant, revenues, and 
costs that w~re not known at the time the case was tiled·but are based upon circumstances occurring 
or becoming known through March 31, '2020. The salaries and wages, pensions and behefits, and 
µiyroll tax for Aqua NC employees were updated through March 31, 2020, based on the agreement 
of the Stipulating Parties. 

Calculatio11 of Revellue Require1i1ent 

Pursuant to Section.III, Paragraph B of the Stipulation, the Stipulating Parties agree upon 
the decrease in the calculation of the revenue requirement in the amount of $3,543 based -on 
Company amounts [Line 2J. 

Ter111i11atio11 of Updates after Marc/1·31, 2020· UpdaJe Period 

Pursuant to Section HI, Paragraph' D of the Stipulation, the Stipulating Parties agree that 
Aqua NC will not include in the rates to be-set in-this proceeding the 11 post-test year projects 

1 The Stipulation filed on_July I, 2020, including Settlement 6xlubit I to the Stipulation; is incorporated herein 
by reference. Line references are to Settlement Exhibit l to lhe Stipulation. 
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completed _after the close of the March 31, 2020 Update Period [Line 5], subject to the following 
conditions: (1) rates will be set in this proceeding based upon Aqua NC's actual allocated test year 
costs for Aqua NC Corporate Services and Aqua NC Customer Operations and (2) the Public Staff 
will not oppose the Company's right to recover the reasonable and prudent costs of the 
11 post March 31, 2020 projects ·in the Company's next rate case or, in the interim, to file a 
WS_IC/SSIC application to recover the costs of any of the post-March 31, 2020 projects which 
qualify as eligible projects through a surcharge wider N.C.G.S. § 62:.133.12. The Stipulating 
Parties agree to the total.dollar adjustment on Line 5. 

Plm1t in Service and Accwnulated Depreciatio11 Adjust1ne1Jts.Related to-Reallocatio11 of 
Vel1icles a11d Post-Test Year Additions 

Public Staff witness Henry states that the majority of the vehicles purchased by Aqua NC 
during the test period were placed.into service in the Aqua NC Water Rate Division although such 
vehicles arc also used to provide utility·service in Aqua NC's other rate entities. He updated plant 
in service along with accumulated depreciation and depreciation expense through March 31, '2020, 
and then allocated 'the purchase price of these vehicles, along with the applicable accumulated 
depreciation and depreciation expense among the various Aqua NC rate entities using the customer 
allocation percentages calculated by the Company. 

Pursuant to Section III, Paragraph E of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to reallocate vehicles and accumulated depreciation related to those 
vehicles as set forth in the testimony of Public Staff witness Henry [Line 6]. Pursuant to Section-III, 
Paragraph Hof the Stipulation, the ·company·accepts the Public Staff's proposed adjustment to 
accumulated depreciation related to vehicle allocations.[Line 9]~ 

Pursuant to Section III, Paragraph F of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to post.,,test year additions to accumulated depreciation which results 
in an increase of$96,683 to revenue requirement [Line 7]. Following the filing of its.testimony on 
May 26, 2020, the Public Staff made corrections to its original position for this adjustment The 
Company accepted the Public Staff's adjustment, as corrected. This does not include post~testyear 
additions after March 3 l, 2020. 

Accumulated Depreciation Related to Future Customers 

Pursuant to Section Ill, Paragraph G of the Stipulation, the Company accepts the Public 
Stafrs proposed adjustment to remove accumulated depreciation related to future customers as set 
forth in the testimony of Public Staff witness Henry [Line 8]. 

Accumulated Depreciation/or WSJC/SSJC "/11 Service" Dale 

Witness Henry states that accumulated depreciation has been adjusted for plant additions 
iliat were reclassified. by the Public Staff from 2019 additions to 2018 additions in Aqua NC's 
May 1, 2019, WSIC/SSIC application. Witness Henry explains that there were severaJ construction 
projects booked to plant in service in the first quarter of 2019 that were actuaJly completed and 
placed into service. in 2018. He further explains that these projects. were reclassified to the 
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appropriate months in 2018 in the WSIC/SSIC proceeding, which in effect increases the-amount 
of accumulated depreciation calculated on Aqua NC's investment in each project item. He adjusted 
accumulated depreciation to include an additional amount of accumulated de[)reciation that sh6uld 
have been recorded on the Company'.s ba<;>ks based on the change in the in-service dates. 

Pursuant to, Section III, Paragraph I or the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to accumulated depreciation for the WSIC/SSIC in service date which 
resuls in a decrease of $4,455 to revenue requirement [Line 10]. Following the filing of its 
testimony on May 26, 2020, .the Public ·Staff made corrections to i~ original position for this 
adjustmenl The Company accepted the Public Staffs adjustment,.as corrected. 

As discussed in further detail hereinbelow, the Commission finds it appropriate to ~pprove 
the Stipulation on the adjustment to accumulated depreciation-ror the WSIC/SSIC in·service date 
in this proceeding, and, therefore, only for the purposes of this rate case proceeding, the Public 
Staff's adjustment, as corrected, should be reflected. 

Post-Test Year Additio11s to Contributions i11 Aid o/Construclio11 (CJAC) 

Pursuant to ·Section III, Paragraph J of the Stipulation, the. Company accepts the Pi.Jblic 
Staff's proposed adjustment to. post-test year additions to CIAC [Line 11 ]. 

Post-Test Year Additio11s to Accumulated Amortization 

Pursuant to Section III, Paragraph K of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to post-test year additions !~ accumulated. amortization - CIAC 
[Line 12]. Following the filing of its testimony on May 26, 2020, the·Public Staff made corrections 
fo its original position for this adjustmerit. The ComP.any accepted the Public Stafrs adjustment, 
as corrected. 

Post-Test Year Additio11s Purchase Acquisition Adjustme11ts (PAA). 

Pursuant to Section III, Paragraph L or the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to post-test year additions PAA [Line 13]; 

Mid-Sautl, Grow~!, Related PAA 

Pursuant tO Section ·Ill, Paragraph M of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment for Mid-South growth-related PAA to March 31, 2020 [Lines 7, 
!Oand 12]. 

Post-Test Year Additio11s Accumulated Amor/kation-PAA 

Pursuant to Section III, Paragraph N or the Stipulation,. the·Company accepts the Pl!blic 
Staff's proposed adjustment to post-test year additions accumulated amortization-PAA [Line 15]. 
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AID'ancesfor Construction 

Pursuant to Section Ill, Paragraph O of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to update advances for construction to March 31, 2020 [Line 16]. 

ADJ'I' -Post-Test Year Additio11s 

Pursuant to Section Ill, Paragraph P of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to ADIT -post-test year additions [Line 17]. This;does not include 
post-test year additions after March 31, 2020. 

ADJT - Unamorlited Rate Case Expense 

Pursuant to Section In, Paragraph Q of the Stipulation, the Company accepts the Public 
Staff's proposed adjustrnent'to ADIT - unamortized rate case-expense-[Line= 18]. 

Accumulated Defe"ed Income .T,u: (AD11) - Unamortized Repair T,u: CrediJ 

Pursuant to Section lll,. Paragraph R of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to Adjustment to ADIT - unamortized repair tax credit [Line 19]. 

ADIT-Proteded Excess Defefred Income Tax and Amortized Excess Deferred 
Income Tax (EDl7) 

The Commission addressed the appfoj)riate regulatory treatment for the Federal Tax Cuts and Jobs 
Act (the Tax Act),and State corporate income tax issues for Aqua;NC'in the Company's last,general rate 
case (Sub497). In the Sub 497 docket, Aqua NC and the Public Staff stipulated to a11 the Tax Act and State 
EDIT issues, and the Commission approved the Stipulation, which included the following: 

• The Comp~y•s federal protected EDIT would be amortized over a 
period of time equal to the expected lifespan of the plant, property,.and equipment 
with which they are associat~, in accordance with the nonnaliz~.tion rules of the 
United States Internal Revenue Service (IRS); 

• The Company's federal unprotected EDIT would be returned .to 
ratepayers through a levelized rider over a period of three years beginning in 
January·2019 and ending.in December 2021; 

• The Company's provisional revenues (which represent the 
over-coll~ction of federal income taxes in rates related to the decrease in the federal 
corporate income tax rate from 35.00% to 21.00% for the period beginning, 
January 1, 2018, and corresponding interest, based on. the·overall weighted cost of 
capital) would be refunded to ratepayers as a bill credit for a one-year period 
beginning in January 2019 and·ending in December2019; and 
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• The Company's State EDIT recorded pursuant to the Commission's 
Order Addressing the Impacts of HB 998 on North Carolina Public Utilities issued 
on May 13, 2014, in Docket No. M-100, Sub 138 would be returned to ratepayers 
through a levelized rider over a three year period beginning in January 2019 and 
ending in December 202 I. 

In this proceeding, Aqua NC did not address the issue in its direct testimony since all the 
.tax issues Were decided in Sub 497. The· Public Staff notes in its direct testimony that Aqua NC 
did not include the flowback of federal protected EDIT in detenniniiig the calculation of its 
proposed revenue requirement. Specifically, Public Staff witness Boswell recommends in her 
direct testimony an adjustment to include the return of protected federal EDIT based upon the 
Company's calculation of the-net remaining life of the timing differences, utilizing the Company's 
current composite tax rate to calculate the annual amortization, net of tax, to be flowed back to 
ratepayers. Aqua NC witness Gearhart notes in his rebuttal testimony that the Company agrees 
with the·Public Staff's adjustment, therefore Aqua NC and the Public Staff have fully agreed on 
the treatment of the tax issues in this proceeding. This agreement is outlined in the Stipulation. 

During the ·expert witness hearing, Aqua NC witness Gearhart confinned in response to 
questions from Comniissioner Brown-Bland that the federal unprotected EDIT rider and the state 
EDIT rider that were approved by the Commission in the Company's.last rate case continue.to be 
flowed back by Aqua NC to customers as riders as was ordered in Sub 497. He further explained 
that lhose refunds have been going on since the beginning of2019-and that as-of June 2020, Aqua 
NC ·is halfway through the three-year refund period. Witness Gearhart also confinned that 
Aqua NC's c_ustomers received the full amount of the provisional revenues through the one-year 
bill credit that the Commission approved in Sub 497. He.explained lhat Aqua NC had a refund 
target of $1.641 million to be refunded during the calendar year 2019. He noted that Aqua NC 
actually refunded slightly higher than that amount. Witness Gearhart stated that Aqua NC carried 
over the refund process slightly into 2020, but that Aqua NC actually refunded about $6,000 rriore 
than the original target. Tr. vol. 3, 156-157. 

As outlined in Section III, Paragraphs s·and FFF of the Stipulation, Aqua NC accepts the 
Public Statrs· proposed adjustment to ADIT - protected EDIT [Line 20]. Further, the Company 
accepts the Public Statrs proposed adjµstment to amortized Excess Deferred Income Taxes 
(EDIT) [Linc 64]. Based on the record, the Commission finds it appropriate to accept the Public 
Staff and Aqua NC's agreements on this issue. 

Customer Deposit Update 

Pursuant to-Section III, Paragraph T of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to update customer deposits to March 31,,2020 [Line 21 ]. 

Excess Capacity Ratemaki11g A1/justme11t 

Aqua NC witness Becker states in his direct testimony that Aqua NC did not include an 
adjustment in its rate case application for excess capacity. He asserts that the Commission should 
not impose excess capacity disallowances for systems that the Company has acquired or installed. 
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Witness Becker contends that the decisions to construct the three plants for which disallowanees 
have been made in the past were prudent and reasonable, the plants were properly sized, and Aqua 
NC's investments in these plants on a per connection basiS are reasonable. Witness Becker argues 
that to require Aqua NC to absorb depreciation expense without recovery through rates is 
inconsistent with the Commission's policy encouraging acquisition of developer owned systems 
and unifonn rates. 

Witness Becker states that Aqua NC's system includes 59 wastewater treatment plants 
(WWTPs) that were acquired through purchases or developer contracts. He contends that these 
acquisitions have resulted in-a reasonable range of average rate base per customer by system and 
that the resultant consolidated rate bases and capital costs are reasonable. 

Public StafTwitness Junis states in his direct testimony that Aqua NC did not include any 
excess sewer plant capacity adjustments in its Application; he further states that this is inconsistent 
with the Company's previous rate cases going back at least to the Sub 274 rate case in 2009. He 
explains that the excess capacity adjustment removes a percentage of the plant and accumulated 
depreciation from the rate base. Witness Junis explains that he does not recommend excess 
capacity adjustments for all of Aqua NC's overbuilt WWTPs. He_ offers the example of the 
Cannonsgate plant which has a calculated overbuilt capacity of 88.80%. No excess capacity 
adjustment for Cannonsgate is recommended by the Public Staff because the initial construction 
was fully contributed by the developer. Witness Junis maintains that Aqua NC has assumed 
avoidable cost and risk from developers· in some of its other systems. He states that without an 
excess capacity adjustment the.existing customers will pay a disproportionate and unfair-portion 
of excess plant to serve future customers. 

Witness Junis states that the Commission is open to consideration of other calculation 
methods. He points to-the Commission's statement in Aqua NC's Sub 497 Rate Order requesting 
more evidence from the parties to support other formulas or methods. In response, .witness Junis 
states that he has considered a formula that is more consistent with·North Carolina Department of 
Environmental Quality (DEQ) regulations; however, using this formula would m~t the exact same 
adjustment percentages. For this reason, witness Junis recorrimends that.the Commission continue 
to use the calculation-method established by the Commission in Docket No. W-218, Sub 319, for 
evaluating the used·and useful portions ofWWTPs. He states that Aqua NC has used this method 
in its last three general rate cases. 

Witness Junis states that he calculated the excess capacity for the Carolina Meadows, The 
Legacy at Jordan Lake, and Westfall (also known as Booth Mountain) WWTPs to be 33.03%, 
19.67%, and 18.44%, respectively. Witness Jun is further contends that Aqua NC has failed to meet 
its burden of persuasion by not including evidence to justify the omission of excess capacity 
adjustments. Therefore, witness Junis recommends that the entire balance of plant be subjected to 
the excess capacity adjustments that he calculates and presents in his testimony. He notes that 
Public Staff Witness Henry has implemented the updated excess capacity percentages and plant1 

net of accumulated depreciation and contributions in oid of construction (CIAC), to calculate the 
excess capacity adjustment. 
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WitneSs,Henry describes his adjustm~nts for excess capacity and n9tes that Aqua NC did_ 
not make an,excess capacity adjustment to the three WWTPs (Specifically, Carolina Meadows, 
The Legacy at Jordan Lake, and WestfaJI Subdivision);as was approved by the Commission in.the 
S~b 497 rate case. Witness Henry explains thar he started with the plant balances in the Sub 497 
rate case to which he added plant additions arii:I removed retirements according to the Company's 
.books since the Sub 497 rate c_ase. He next added baCk 50,% of the (:arrilina Meadows_ WWTP 
additions that were removed in the Sub 497 rate case based· on the recommendation of Witness 
Jun is. He then depreciated the updated plant in service through March 3 ~, 2020. Finally, he !J.pplied 
witness Junis'·recommended excess capacity percentages of33.03%, '19.67%, and 18.44% for the 
Carolina Meadows, The Legacy at Jordan Lake, and WestfaJl WWTPs, respectively, to remove 
·the disallowed portions of plant in service, accumulated depreciation; and CIAC. 

Aqua NC witnesses.Becker and Pearce-provided joint rebuttal testimony on [Jiis,issue to· 
emph8.Siz~. important accoµnting and engineering differences that they• find in_ witness Junis' 
testimony. Witness Becker addresses key accounting differences'while witness Pearce provides a 
detailed description oftQe engi11_eerillg differences with the PilbliC Staff's recommendations. 

Witness Becker describes excess capacity as the difference between treatment plant design 
flow and customer:contributory design flows and state~ ·there-is a .significant issue with witness 
Junis' application of excess capacity adjustments Tot capital expenses necessary for the continuing 
compliance for,lhe 1existing customers of these facilities. Witness Becker poin'ts out witness JW1is' 
statem_ent that- "the developer of a system bears a majority oT the initiaJ cost and risk associated 
with.plant infrastructure to serve future projected growth." Witness Becker contends therefore thaf 
any post-acquisition· capital costs to ensure compliance- should. be, fully .recoverable. Witness 
Becker contends ·that application of excess capacity-.to' post-acquisition capital penaJizes .. the 
Company for continuing to service its customers resp~i1Sibly and serves as a -disincentive to 
investing in necessary repairs, replacements, and upgrades because the Company knows that a 
percentage of that' cost will be urirecoverable. He refers to the 50% excess capacity,adjusbnent 
applied-to the Carolina Meadows-upgrades ($1.7 million total) in Aqua NC's last rate:case'and 
contends that this effectively resulted -in an· investment exceeding $250,000 that will never be 
recovered·assuming.excess C3pacity adjustments continue to be allowed and arc applied to post
acquisition investments. Witness Becker argues that there-are no excess•.capacity disallowances 
for developer-installed ·systems acquired at original cdsts_ .. He contend~ that the decisions to 
~nstruct·the plants were reasonable and,prudent, the WWTPs were designed.according to state 
standards, and Aqua NC was prudent when it acquired'them. He also contends that requiring Aqua 
NC to take deprec_iation on its books without a9tuaJ recovery of the expense is inconsistent,with 
the·Commission's policy of encouraging acquisition of developer-owned systems and application 
of a uniform rate structure. He states that.this approach is also a.barrier to Aqua NC's opportunity 
to earn its authorized return. 

Witness Becker states that Aqua NC's statewjde wastewater system is comprised of 
59-WWTPs and divided into two consolidated rate divisions. He notes that the plants were 
acquired through ~uisition or developer contracts and resulted in 11 footprint of assets and costs 
per customer that-are arranged in two consolidated rate divisions. Witness Becker maintains that 
Aqua NC Sewer:is a corisolidated rate division that contains three·WWTPs (specifi~lly, Carolina 
-Meadows, The Legacy, and Westfall plants) thafhave received excess capacity treatment in the 
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past. Witness Becker argues that the .elimination of rate base costs for these three WWTPs because 
reasonably anticipated, planned growth has not occurred in these service areas is inappropriate. 
Witness Becker states that if excess capacity adjustments are nevertheless detennined to be 
appropriate, then the adjustments should not De applied to post-acquisition repairs, replacements, 
and upgrades. Witness Becker refers to Aqua NC's Sub 497 Order that states in part that all 
investments in WWTPs is consolidated into the plant in service account ·and designations for 
individual plants are lost for ratemaking purposes. 

Witness Becker provides a review of the test year capital expenditures for Carolina 
Meadows, The Legacy, and Westfall including a breakout of plant ex.penditures and other 
infrastructure repairs, replacements, and upgrades necessary to maintain compliWice of the 
systems. He notes that total capital charges for Carolina Meadows were $216,478 of which 
$72,965 or 38% was spent on the plant. He states that, similarly, the tota1 plant capital expenditures 
for The Legacy and' Westfall were .both· 38% with the remaining 62%· going towards system 
infrastructure repairs, replacements, and upgrades. Witness Becker argues that·it is·.not proper to 
reduce rate base capital for expendinrres that are not for the treatment plant itself. 

Witness Pearce disagrees with witness Jm1is' method for calculating the design flows for 
the.Carolina Meadows, The Legacy, and Westfall WWfPs and offers an alternative calcµlation 
methodology. He contends that his alternative method is more appropriate and.that it is consistent 
with North Carolina design guidelines for wastewater systems estal;ilished by DEQ in the North 
Carolina Administrative Code (NCAC). 

Witness Pearce contends that the Public Staff has incorrectly calculated the contributory 
design flow component of the excess capacity calculation resulting in a flawed-estimate of excess 
capacity for the three.WWTPs in question. More specifically witness Pearce contends that witness 
Junis' use of residential equivalency units (REUs) and a_gcneralized estimate of gallons needed to 
support each REU to calculate contributory design flow is flawed. He states that WWfPs are 
designed for maximum flow potential based•on designed bedrooms per dwelling unit, not REUs. 
Witness Pearce,states that WWTPs are designed to handle the maximum flows for the types of 
buildings proposed in the development. Witness Pearce contends that the use of RE Us and . a 
generalized estimate of 400 gallons per day for each REU results in an overestimation of cx.cess 
capacity for which the plant was-properly designed according to the regulations for design flow in 
15A NCAC 02T.0114 - Wastewater Design Flow-Rates. Witness·Pearce,argues that detennining 
contributory design flow based on this code illustrates that the three WWTPs in question.should 
have no ex.cess capacity adjustments. 

Witness Pearce further states that witness Jonis inaccwately references the Commission's 
ruling in the Sub 497 Order as the basis for continuing to use the-Public Staffs.R.EUs method for 
calculating ex.ccss capacity in this rate case. He states that the Commission instead requested that 
Aqua NC and the parties present alt~mative calculation meth_ods if the issue came up in-future rate 
cases. Witness Pearce presents an alternative that replaces the use·ofREUs and approximation of 
gallons per day with the metric lhat is used to size WWfPs. 

Witness Pearce opines that the use of water meter site is a poor estimate of contributory 
wastewater design flow because water meter sizing ·calculations do not properly estimate. the 

1078 



WATER AND SEWER - RATE INCREASE 

number of bedrooms per residence. He adds that REUs are also a poor approKimation For 
comm~rcial facilities; W_itness Pearce points to witness Junis' data request res~onse in, .which 
witness.Junis references 15A NCAC.18C0409·-Service Connections1 as·the basis•for the.Water 
design·stan~d of 400 gallons per connection for a residential service. Witness Pearce notes. that 
the 15A NCAC l SC.0409 regulations are water suppJy·design regulations and that the wastewater 
treatment ~eSign regulations are contained in 15A NCAC 02T.Ol 14-- Wast~water Design ·Flow 
Rates2 and they are not equivalent. 

Witness Pe!_l.l'ce-discusses how the detennihation of excess capacity should be based on the 
same understanding that was used to design the plant. He notes that the regulations in l5A NCAC 
02T.Ol 14' provide prescriptive,requirements for plant design such as· a 120 ga]lon per'day per 
bedroom requirement for residential with a 240 gallon per day minimum for each dwelling.unit 
He states that the code also-provides gallon per day values for various commercial uses. He notes 
that for a residential example, a·standard 5/8" meter is-typically installed to provide water to the 
residence. He states.that the REU calculation-method in this case would result in a 400 gallon per 
day contributory flow regardless of the size of the h6me; He explairis.thatifinstead the developer 
planned thi_s as a five-bedroom home the contributory flow would be.calculated·as-600 gallons per . 
day using the prescriptive 120 gallon per bedroom. per day from the wastewater treatment· 
design calculations. 

Witness-Pearce provides-a review of the calculations that Aqua NC prepared for Carolina 
Meadows, The·Legacy,,and Westfall that show a contributacy design flow that.exceeds the design 
capacity .of each plant when calculated using the previously referenced wastewater design 
regulations fyom 15A NCAC ·02T.Ol 14. The total calci.Jl~te,frevenue reduction proposed by the· 
Public StafTis approximately·-$190,000 annually using the Public Stairs REUs and approximate 
gallons per d~y methOd, whereas using the Company's reci:mune[lded ·calculation method,resultir 
in no adjustment Witness Pearee argues that reliance on the REUs does not conS:istently allow-for 
an accurate -representation of the number of bedrooms per residence and REUs ·are a poOr 
approximation for commercial facHities. 'In his discussion of the actual contributory design flow 
for the Carolina Meadows Senior Care facility, witness Pearce asserts·that the misapplication of 
REUs.in witness Juni_s' calculatiOns resulted in a 100,000 gallon per day error. that w_he!l added to 
the contributory design flow calculations for the Carolina Meadows plant clearly demonstrates that 
the WWfP is near design flow capacity. Another example offered by witneSs Pearce describes 
w_here.a facility's REU count was,based on a 6.:.:inch wastew~er metc;:r resulting'in a•REU count of 
.SO-whereas a review of water billing data indicates a t6tal of 278 active accounts. 

Witness Pearce recommends that. no excess capacity adjustments should be made for 
Carolina Meadows, The Legacy, or Westfall WWfPs because the existing or approaching design 
flows when calculated according to the NCAc' for wastewater ,systems are greater than the 
pennitted capacities for the WWTPs, and witness Becker concurs. 

1 http://reports.oah.state.nc.us/ncac/title%2015a%20-%20environmental%20guality/chapter%2018%2().. 
%20cnvironmental%20he!!lth/subchapler%20c/15n%20ncac"/42018c'%20.0409.pdr 

2 http://reports.oah.state.nc.us/ncadtitleD/i12015ao/o2()..%20environmental%20guality/chapk.T%2002%2().. 
%20cnvironmental%20managemenl/subchapter%20t/l 5a%20ncru;0/..2002t°/..20.0114.pcff 
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As outlined in Section III, Paragraph U of the Stipulation, the stipulating parties agree that 
no.excess capacjty ratemaking-adjustment should'be made·in this rate case related to Aqua NC's 
wastewater treatment plants which serve the Compan)''s Carolina Meadows, The Legacy, and 
Westfa11 service areas [Line 22). 

During the i::;xpert witness hearing, •Public Staff witness Junis.stated during_his Summary 
that as part of the give.and take of compromise in settlement·negoti~tions, the·stipulatj.ng parties 
agreed that n6 excess capacity adjustment be made in this rate case. Witness Junis noted thatthe 
Public ~taff is reserving the right to evaluate·and recommend excess capacity adjustmeqts as it 
deems appropriate-in future rate cases. Tr. vol. 5, 70. 

Also,,during.the e~pert witness hearing, Commissioner·Clodfelter asked the Public Staff 
Panel of witnesses Herny and Junis a question about the.Stipulation in this·Case. Commissioner 
Clodfelter noted.that in the Public Staff's-Original prefiled "testimony, there was a proposed excess 
capacity ·adjustment for the three wastewater treatment plants that were also the subject of an 
excess·. capacity 'adjustment' in Sub ·497. CommissiOne'r Clodfelter· observed' that that proposed 
adjustment has been·withdrawn·as outlined in the Stipulation·and inquired about what led to that 
result. Commissioner Clodfelter specifically asked the Panel whether the·Public Staff has accepted 
the Company's, position with respect to the methodology foi' calculating whether or not there is 
excess capacity with respect to those plants. Witness Junis explained in response to the question 
that the Stjpulation clenrly·s_ays.that.the Public Staff reserves the right to.take a different position 
.(on any of the issues included _in the.Stipula!ion) in future rate cases. When further question_ed 
abo·ut why the Public Staff withdrew its position ,on exeess capacity in this case, witness Junis 
~xpressed that the Withdrawal was a byproduct of give-and-take within the settlement and that Vie 
excess·.capacity was a··give-.and there·-was take·that was also tied-to it. Witness Junis agreed that 
Commissioner Clodfelter shOuld not conclude. that· the Public Staff has now agreed with the 
Company's methodology for calculating excess·capacity. Tr. vol. 4; 340:-341. 

The Commission· notes that there has been ail evolving history on excess capacity 
adjustments for Aqua NC dating back to at least the Docket No. Ws218, Sub 274 rate case in 2009. 
The ~ommission has Stated the following in past _rate case$ concerning ex_ceSs 
capacity adjustments: 

Docket No. W-218, Sub 319 - November 3, 2011 Order Granting Pa_rtial Rate Increase, 
page 30: 

In the past the'Commission has employed a variety of fonnulas and methods for 
making exi;:ess capacity adjustments. In this case Uie only one proposed is the.one 
advocated by Public Staff witness Furr1• For reasons stated herein the Commission 
has used a different calculation2• Unfortunately Aqua NC presented nO evidence 

1 Witness Furr cnlculated the-percent or excess capacity as follows:_ Percent Excess Capacity= 100 - ((high 
average monthly flowrJO% of plant capacity installed) x I 00). 

2 The Commission concluded th_at the d~ennination of excess capacity should be based upon the nmnber ofend
of-period REUs using ihe siandanl of 40_0 gpd per conne:ction which was. consistent with the standard outlined in the 
Commission's June 10, 1994 Ordei" in Docket No. W-354, Sub 128. 
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as to what, in its view, a reasonable methcxl for making an excess capacity adjustment 
should be. Should this issue arise in future caScs, the Commission could benefit from more 
evidence from Aqua NC on this point. 

Docket No. W-218, Sub 497 -December 18, 2018 Order Approving Partial Settlement 
Agreement and Stipulation, Granting Partial· Rate Increase, and Requiring Customer Notice, 
page 48: 

The Commission reminds the parties Lhat in-Lhe past the Commission has employed 
a variety of .formulas or methods for making excess capacity adjustments. The 
CommiSsion notes that the Company did not' present any evidence in this 
proceeding regarding how to appropriately update its excess capacity percentages 
or whether future growth projections in the applicable service.areas as determined 
by any available definitive:growth documentation, such as housing permits issued, 
should be factored into such calculations. The Commission advise_s the parties that 
should this issue arise in a future rate case proceeding, the Commission requests 
that more evidence be presented by the parties regarding other-formulas or methods 
for making exce~s·capacity-adjustments such that tbe Commission could determine 
by the weight,ofthe eviderice presented whether future growth projections or any 
other additional, factors should be included in the approved methodology. 

In the instant proceeding as summarized above, Aqua·NC did in fact present an-alternative 
method to evaluate any potential ex"cess capacity through the testimony of witness Pearce. 
However, ultimately in this docket, Aqua NC and the Public Staff stipulated that no excess capacity 
adjustment should he made. Public Staff witness Junis eXpicssly clarified that the Public Staffs 
entering into the Stipulation did not mean it agreed to Aqua NC's methodology for calculating 
excess capacity. 

Although the Stipulating Parties have reached agreement,.the COmmission expects a fully 
developed· record on this issue in Aqua NCS next general rate case, including a detailed 
methodology,supported by Aqua NC similar in.form to the evidence presented by Aqua NC herein 
and a detailed response from the Public Staff either supporting such a methodology or providing 
specific counter arguments against the use of such methodology. In addition, if the Public Staff 
does not agree•with Aqua NC's proposed methodology, the Public Staff should provide detailed 
evidence supporting-any excess capacity caJculation or methodology the Public Staff recommends 
that the ·commission adopt., In Aqua NC's next general rate case, the Commission expects that 
either Aqua NC and the Public Staff will reach a consensus on this issue or that the Commission 
will be in the position to decide this issue afier it is fully litigated by the parties. Based on the 
record-in this proceeding. the Commission finds it appropriate to approve the Stipulation on ·the 
adjustments related to excess capacity in this proceeding and, therefore,·Orily for the purposes of 
this proceeding. no excess capacity·ratemaking adjustment should be reflected. 

Cash Woiking Copilirl 

Pursuant to Section III, Paragraph V of the Stipulation, the Company accepts the Public 
Stafrs.proposed.adjustment to cash working capital [Line 23]. 
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Tank Painting 

Public Staff witness Henry adjusts·the unamortized balances for tank painting for Aqua NC 
Water, Fairways Water, and Brookwood ·Water to reflect the balances as of September 30, 2020, 
the date by which the Public Staff expected a final order to be issued by the Commission. Public 
Staff Henry Exhibit I, Schedule 2-7; filed.on May 26,.2020, sets forth the following amounts on 
Line 3 for unamortized tank painting balances for Aqua NC Water, Fairways Water, and 
Brookwood Water: $640,406, $26,911, and $33,695, respectively. 

Aqua NC witness Thill disagrees with witness Henry's adjustments to the unamortized 
balances:for tank painting for the Company's three watc;:r rate divisions. Witness Thill states that 
tank painting h~ been a recognized e<;>mponent o_f the rate base working capital computation in 
prior cases and continues to.be included in the Public Statrs current proposal. He notes that tank 
painting occurs on a routine·basis and is amortized over a teri-year life. He further. notes that the 
Sub 497 rate case included the full balance.of the account in rate base, updated through the end of 
the post-test year. Witness Thill states that under the Public Staff's current proposal, the Public 
Staff has modified past practice by amortizing one year of expense from the test-year balance. 

Witness Thill notes that one-time working capital components such as rate·case expenses 
do have a year's amortization deducted from the prepaid balance. in detennining rate base. He 
explains that the distinction here is that for. rate case expenses, the amortizing baJance is not 
increased after the case is completed. He further explains th11t as time passes, the Company collects 
reimbursement from customers via the amortization expense component of the· revenue 
requirement, and the prepaid: balanc;:e reduces accordingly. Witness Thill contends that _tank 
painting is different in that there is a continual requirement for further capital advancement. He 
notes that in- the lest year there were $223,900 in expenditures against only $151,100 in 
amortization expense. Witness Thill states that the Company does not believe the Public Staff's 
proposed change is appropriate, and requests that the Commission reaffinn past practice, 
eliminating the Public Stairs amortization.projection and fixing the rate base balance at the post':" 
test year date. Witness Thill maintains that this treatment would appropriately recognize the cost 
of an ongoing obligation of the Company to advance capital for this long-tenn operatiorial expense 
for the benefit of-its cu_stomers. 

Notwithstanding their opposing contentions, pursu_ant to Section III, Paragraph W of the 
Stipulation, the Stipulating Parties agreed on the Public Stafrs adjustment for tank painting 
[Line 24]. Public Staff Henry Exhibit I, Schedule 2-7 Revised 8/l 7nO, filed on August 17, 2020, 
sets forth the following amounts on Line 3 for the stipulated amount of unamortized tank painting 
balances for Aqua NC Water, Fairways Water, and Brookwood Water: $883,382, $26,911, and 
$245,734, respectively. 

B8:Sed on the record in this proceeding, the Commission finds it- appropriate t0 approve the 
Stipulation on th_e adjustments related to the unamortized balances of tank painting for Aqua NC Water, 
Fairways Water, and Brookwood Water in this proceeding and, therefore, only for the purposes of this 
proceeding, the Public Starrs modified method for calculating the unamortized balance of tank painting 
should be reflected. 
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Unamortized Rate Case Expense 

Public·Staffwitness Henry states that in this proceeding the Public Staff has reevaluated 
the past practice of the water or wastewater utility's unamortized rate case expense balance being 
included in rate base upon which the utility earns a return. He contends.that the Public Staff sees 
no· reason for this praetice·to continue. Moreover, the· Public.Staff recommends in this rate case 
proceeding and all future water or wastewater utility general rate cases that the unamortized rate 
case expense balance not be included in rate base with•the utility· earning a return. Witness Henry 
explains that the i.mamortized balance would continue to be amortized in the Commission
approved revenue requirement, thereby allowing the Company recovery or the expenses, but not 
allowing the utility to earn a profit On the rate cnse expenses. 

Witness Henry maintains that this change will provide Commission. regulated water or 
wastewater utilities the same rate case expense treatment as the Commission regulated·eJectric and 
natural gas utilities which do not earn a return on their unamortized rate·case expense balances. 
Witness Henry states that the customers will pay the Company's rate c;a<;e expenses, but 
COntends that it is unreasonable for customers to pay the· utility a return on. equity for regularly 
occurring expenses·that by their-nature and magnitude should just be normalized, not treated as a 
regulatory asset. 

Aqua NC witness Thill disagrees with the Public Statrs adjustment to -exclude the 
unamortized rate case expense balances from the working capital component of rate base. Witness 
Thill first discusses his rationale for including working capital as a componerit of rate base. He 
states that the courts have opined, and the Commission·has.operated in a manner.consistent with 
the philosophy, that "[t]o fix rates that do not allow a utility to recover its costs, including the cost 
of equity capital, would be an unconstitutional taking". He:further states that past Orders of the 
Commission provide extensive defense of this position and arc therefore not recounted in his 
rebuttal te·stimony. Witness Thill maintains thilt a utility is entitled-to a fair return on all its property 
prudently employed for the benefit of its customers. He e?(.plains that property, in this context, 
includes not just utility plant, but also any funds provided by shareholders on behalf of customers. 
He states that such funds are loosely termed in this _circumstance as workihg capit~I. He notes that 
this rationale has been consistently applied in·the Company's prior rate cases. 

Witness Thill states that, as a firm rule. Aqua NC is against providing interest-free loans. 
He asserts.that to do so willingly would be an imprudent use of shareholder funds, and to be forced 
to do so would seem to violate the previously quoted Court opinion regarding "unconstitutional 
taking." Witness Thill notes that witness Henry contends that the.Company should not be allowed 
to "earn a profit on the rate case expenses". Witness Thill contends that inelusion of rate case 
expenses in rate base is not the equivalent of earning a profit. He maintains that'the courts have 
held that a utility ,is allowed'·"to recover its Costs, including the cost of equity capital". Witness 
Thill further maintains that only· after consideration of this cost of capital can "pro.fit" be 
determined. Witness Thill asserts that the Company has already advanced significant sums in 
support of this :rate case and will continue to do so without recovery or return until the 
Commission's final order. He ncites that when recovery does begin, even 'if the Commission were 
to hold.consistent with prior practice, the Company would still only recover its·cost of funds on 
two-thirds of the balance (assuming a three-year arnortizalion period) due to the· Public Stafrs 
standard practice of rolling the balance forward a full year resulting in deduction ·of one year's 
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amortization from cost of capital recovery in rate base. Witness Thill states that it is the Company's 
position that where the Company's prudent expenditures are not timely offset by recovery in rates, 
the cost of capital must b_e recognized in the rate base calculation. 

In summary, witness.Thill maintains that the inclusion of working capital in rate base is a 
recognition of the cost of capital prudently,employed by the utility for the benefit of its customers. 
He contends that the courts have long held that a .utility is entitled to a fair return on all such 
property,.and the Company submits that obtaining a fair return on that.property is an important 
element in providing the Company with a reasonable opportunity to achieve its authorized return. 

Pursuant to Section III, Paragraph X of the Stipulation, the Company.accepts the Public 
Staff's adjustment to unamortized rate case exp~nse [Line 25]. Public Staff Henry Exhibit. I, 
Schedule 2-7 Revised 8/17/20, filed on August 17, 2020, sets forth the following amounts on 
Line 4 for the stipulated amount of unamortized rate.case expense balances related to the Sub 497 
rate case proceeding for Aqua NC Water,- Aqua NC Sewer, Fairways Water, Fairways SeWer, and 
Brookwood Water: $173,674, $45,858, $13,254, $8,445, and $38,392, respectively, included in 
the working capital component of rate base in this proceeding. As stipulated, such amounts do not 
include-the unamortized balance of rate case expense related to the present proceeding. 

Based on the record in this proceeding, the Commission finds it approprfate to approve the 
Stipulation on the adjustment related. to the unamortired' balance of rate case expense in this 
proceeding and, therefore, only for the purposes of this proceeding, the unamortized balance of 
rate case expense fo~ the Sub .497 rate case proceeding should be inC\uded in the working-capital 
component of rate base and the unamortized balance of rate case expense related to .the current 
proceeding should not be so included. 

Depreciatio11 Study 

PUl'Suant to Section III, Paragraph Y of-the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to depreciation study [Line 26]. Public Staff Henry Exhibit I, Schedule 
2-7 Revised 8/17/20, filed on-August 17, 2020, sets forth the followi_ng amounts on Line 5·for. the 
stipulated amount of unai:nortized depreciation study balance for Aqua NC Water, Aqua NC 
Sewer, Fairways Water, Fairways Sewer, and Brookwood Water: $23,678, $5,929, $1;694, $1,078, 
and $5,313, respectively, included in the working capital component of rate base in 
this proceeding. 

Repair Tax ·credit 

Pursuant to Section III, Paragraph Z of the Stipulation, the Company accepts th_e Public;: 
Staff's proposed adjustment to. repair tax credit [Line 27]. Public Staff Henry Exhibit I, 
Schedule 2-7 Revised 8/17/20, filed on August 17, 2020, sets forth the following amounts on 
Line 6 for the· stipulated amount of unamortized repair tax credit balance for Aqua NC Water, 
Aqua NC Sewer, Fairways Water, Fahv;ays Sewer, and Brookwood Water: $64,711, $20,701, 
$1',630, $1,793, and'$10,269, respectively, included in the woridng capital component of rate _base 
in this proceeding. 
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Joh11s/01J County Unamortized Transmissio1t Charge 

Pursuant to Section III, Paragraph AA of the Stipulation, the Company accepts the Public 
Staff adjustments to remove the Johnston County unamortized transmission charge and revenue 
deficit [Lines 28 and'29], co_nsistent with the Commission's decision in the Sub 497 rate c.ase. 

Deferred Accounti11g on Post-:-Tes_/ Year Pla11 Additio11s 

In its application Aqua NC requests authorization to defer costs related to·capital-projects 
expected to be placed in service during the post-test year period. Aqua NC witness Thill testifies 
that Aqua NC proposed,to defer canying costs and depreciation on these post-test·year projects 
from the individual project's in-service date until the·projects are included for recovery in base 
rates in the Sub 526 proceeding. Witness Thill states that the deferred balance would be recorded 
as a regulatory asset, included in rate base and amortized over five years in this rate case. 

Witness Thill states that Aqua NC requested· authorization to defer carrying costs and 
depreciation on 246 projects identified for completion during the six months comprising the 
presumed post-test year period at a cost of$l3;8 million, which he calculated to be an average per 
project cost of approximately $56,000. Witness Thill notes that- Aqua NC excluded from its 
deferral request approximately.$7 .0 million in_ anticipated post-test year capital expenditures that 
Aqua NC has deemed to be routine replacements. -

Witness Thill maintains that the impact of the ctists, if not deferred, on the Company's 
authorized rate of return on common equity approved in th_e Sub 497 rate case will be significant 
and material. Witness Thill calculates that implementing these projects will create a drag of 68 
basis points on_Aqua NC's rate of return on common equity'crimpared to.that which was authorized 
in the Sub 497 rate case. See Thill Direct Exhibit 5 for the calculation of the 68 basis points. 

In support of the Company's request, witness Thill testified that the Commission has 
considered in its past decisions the collective financial impact of various types of projects when 
detennining whether to grant deferral accounting authorization. He states that, for example, in.a 
2009 Duke Energy Carolinas case, the Commission authorized the utility to ,use deform! 
accounting for both environmental compliance costs and the purchase of a portion of.the Catawba 
Nuclear Station. See In the Matter of Petition of Duke Energy Carolinas, Docket No. E-7, Sub 874 
(NCUC; Mar. 31, 2009). Witness Thill notes that in another deferral accounting case, the 
Commission granted deferral accounting treatment for plant additions (the Buck and Bridgewater 
generation additions)·that were projected to produce rate of return on common equity reductions 
in the absence ,of deferral accounting treatment. See In the Matter of Duke Energy ·Carolinas, 
Docket No. E-7, Sub 999 (NCUC; June 20, 2012). 

Witness Thill testifies that the Commission required in DEC Sub 874 ca5e '' ... a clear and 
convincing showing that the costs in question were ofan unusual ancVor extraordinary nature and 
that, absent_ deferral, [the costs] would have a material impact on the Company's financial 
condition." Witness Thill states that Aqua NC's footprint.consists of more than 740 developer 
built, stand-alone systems that require the operation of over 1,400 wells and 59 wastewater plants 
across the state. He contends that the dispersed nature of Aqua NC's operations is very different 
than many peers in the electric and gas utility industries in North Carolina, as the majority of water 
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and wastewater systems operated by the Company are autonomous and self-reliant. units that 
typically provide. water production and treatment to serve the CL.L<itomers within the confines of 
that system. Witness Thill maintains that the sheer magnitude of the independent facilities that 
make up the Company's operational footprint necessitates that the Company's capita] spending-be 
divided into hundreds of smaller projects rather than a few large ones. 

Witness Thill argues that the total financial impact of thi~ spending on the utility is 
indifferent to the number of projects that comprise that total spending. He asserts that from the 
customer's perspective, there is a·better argument to recognize the benefit of a multitude of projects 
impacting a larger share of the.customer base rather than individually large projects with a more 
limited customer impact. 

Witness Thill testifies that in this proceeding Aqua NC argues for use of deferral 
accounting by the Commission as a legitimate tool, accompanied by safeguards, to help avoid 
degradation of the Company's ability to earn its-authorized rate ofreturil on.common equity and 
reduce the resultant increasing frequency of filings for rate relief. Witness 'J11ill cont~nds that.to 
be_ an effective regulatory tool for the water. and wastewater industries, supporting the legitimate 
goals o_f full and timely recovery of prudeni, necessary expenditures made for the--purposc. of 
providing quality service to customers, the application of deferral accounting must include the 
ability to.aggregate expenditures, as the Commission considers a detennination-ofmateriality. He 
states that-this is particularly true if this tool is to apply as effectiv~ly to the water and Wastewater 
indusl.ry as it does to the electric and naturaJ gas industries, due to the·different characteristics·of 
these industries. 

Witness Thill.states that while the WSIC.and.SSIC mechanisms-do provide a meaningful 
level of regulatory lag reliefb_etwe:en rate cases, the limitations of the cap and on eligible·items~ 
combined with.the regulatory lag that exists even within those mechanisms, still leave a material 
hole in the Company's ability to earn its authorized rate of return. He notes that of the Company's 
$20.8 million of projected post-test- year additions, only $6.8 milli9n represent WSIC/SSIC 
eligible projects. 

Witness Thill proposes to ,defer depreciation and accrue carrying costs for qualifying 
capital expenditures for the time beginning. with the individual in-Service:, dates. through 
implementation of new base rates. Tue,deferred balance would be recorded as a regulatory asset, 
included in· rate base and amortized over five years in this rate case. In calculating the deferraJ 
amount, depreciation is calculated using Aqua NC's depreciation rates for each asset class as 
oomputed in its most recent depreciation study and as approved in its prior rate case. The 
calcillation of carrying costs uses the blended debt/equity rate of 7. I 65% authorized in Aqua NC's 
most recent rate case (Sub 497). 

Witness Thill states that Aqua NC has.also requested "prospective authorization" to defer 
depreciation and carrying costs o_n post 'rate case capital experiditures, other than routine 
replacemerits, until ihcluded in rates in Aqua NC's neXt rate case. He states that this request,. if 
approved, would·significantly improve the Company's ability to attain its authorized rate of return 
on common equity and resultantly extend the current anticipated time needed between rate 
case filings. 
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Public Staff witnesses Henry and Junis maintain that deferral accounting treatment is a 
special ratcmaking treatment that the. Commission has allowed sparingly and only bused upon 
specific criteria. They cite the following Commission ·Orders in their testimony as examples of 
Commission's conclusions and decisions concerning deferral accounting requests: Docket 
Nos. E-7, Sub 874; E-7, Sub 1023; and the recent Carolina Water Services, Inc. of North Carolina 
(CWSNC) rate case order issued March 31, 2020 in Docket No. -W-354,-Sub 364. Witnesses Henry 
and Junis slate that the Commission has ·required "a clear and convincing showing that the·costs 
in question were ofan unusual and/or extraordinary nature and that, absent deferral, would have a 
material impact on the Company's financial condition". DEC Sub 874 Order at 25. 

Witnesses Henry and Junis state that Aqua NC admitted in response to Public Staff Data 
Request No. 84 (See Henry and Jun is Exhibit 6), that. on an individual basis, none of the costs 
ihcluded in Company's request for deferral accounting treatment are unusual or extraordinary. 
They state that Aqua NC also admitted in response to that same data request that on an.individual 
basis, none of the costs included in the Company's request for deferraJ accounting treatment arc 
of a magnitude that would result in a material impact on. the Company's fin~cial position. 

Witnesses Henry and Jun is maintain that the Company's request is premised on the novel argument 
that the projects and ,related costs for- which Aqua NC seeks deferral accounting treatment should be 
considered not on Wl indiVidual basis, but in Lhe aggregate._ They note that witness Thill contended when 
comparing.Aqua NC's facilities to those ofthc state's electric and·gas utilities, "[t]he sheer magnitude·of 
the independent facilities that make up the Company's operational footprint necessitates that the Company's 
capital spending be divided into hundreds of smaller projects rather than a few-large ones". Witnesses Henry 
and Junis assert ihat witness Thill's contention is.false and based ~man overly simplified comparison. They 
maintain Lhat while Lhe electric industry has a limited number of electric generating plants, those plant sites 
are a complex system-of smaller capital assets serving different purposes, such as steam g~neration, fuel 
storage, environmental .controls, waste management, and safety, in support of providing sufficient and 
reliable service. 

Witnesses Henry and Junis state that, consistent with direction provided by the 
Commission-in its prior decisions on requests for deferral accounting treatment, they assessed the 
Company's deferral request in the present c1I5e by examining whether the Company made a clear 
and convincing showing th_at the costs in question are of an unusual qr extraordinary nature and 
would have a material impact on the Company's financial condition absent deferral. According to 
witnesses Henry and )unis, the Company admitted that its deferral request does not meet this test 
when·the costs in question arc considered on an individual basis. However, witnesses Henry and 
Junis did,not stop there, but also evaluated lhe Company's deferral request based on its·aggregated 
capital expenditures in response to the novel argwnent advanced by Aqua NC. They maintain that 
their evaluation of the Company's deferraJ request based on the aggregate of the projects and costs 
at issue should not be interpreted by the Commission as endorsement of the Company's novel 
argument, but instead us a thorough investigation of the Company'.s proposal. 

Witness Junis reviewed lhe aggregated projects and capital- costs characterized by the 
Company as being "non-routine" to·detem1ine whether they were "unusual" or "extraordinary" in 
nature.and outside the scope of Aqua NC's nonnal course of business. Witness Henry assessed 
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whether the magnitude and impact of the aggregated costs justified deferral, including the impact 
on earnings, current economic conditions, the,Company's need for new investment capital, and 
the impact-that the Commission decision will--have on future availability and cost of such capital. 

Witnesses· Henry and Junis reviewed Aqua NC's recent capital investment history in North 
Carolina and noted that Aqua NC's capital spending was consistently $12-14 million per year from 
2011 through 2014, that it incrementally increased in 2015 and again in 2016, and,that beginning 
in 2017 it reached a level of $36-40 million per year, which they state the Company plans to 
maintain at least through 202 l. Witnesses Henry and Junis summarize: various observations 
regarding their review of Aqua NC's plant additions over the· past several years including 
(1) blanket or ·routine replacements steadily increased by over $2 million annually from 2015 
through 2018, since_ plateauing in the range of $11-12 million and being fairly consistently 
distributed among the rate entities; (2) non-routine, non-WISC/SSIC speriding steadily increased 
by 30% anntially from;2015 through 2017, ballooned into the Sub 497 rate.case, and then appear 
to have returned to the previous upward trajectory in 2019; (3) the WSIC was heavily utilized 
between rate cases and in the Aqua NC Water Rate Division, likely due to water filtration and 
Lrcatment projects; (4) the SSIC was consistently utilized in the range of$986k to $2.230 million 
annually; and (5) WSIC/SSIC projects and spending have outpaced non-routine, non-WSIC/SSIC 
plant additions costs in•20l5, 2016, 2019, and 2020. Witnesses Henry and ~unis also reviewed the 
types of plant additions that have occurred over the past several years. 

Witnesses Henry and Junis conclude that whether considered individually or in the 
aggregate, the-projects for which Aqua NC seeks deferral accounting treatment are not major Il6n
routine, infrequent, non-regularly occurring, unforeseen investments of considerable complexity 
and significan~e for Aqua NC. Further, wilness~S Henry and Junis maintain that in general, the 
Company continues to spend capital on projects such as pipes, pumps, and treatment systems. They 
state that since the last rate.case, there has not been a substantial change in the Company's capital 
invesLment prompted by the passing of legislation or adoption_ of regulations that were 
transformative for the industry. 'They note that no ·new technology has been developed that is a 
cure all for aging infrastructure or water quality issues. They further note that the capital spending 
between plant accounts can .vary from year to year based on age and deterioration. Witnesses Henry 
and Junis contend that overall sustained and strategic investment-is necessary and has been shown 
to be consistent in recent years, and that the WSIC/SSIC mechanism addresses lag concerns for 
nearly half of this investment. 

Witnesses Henry and Jonis maintain that consideration of costs for deferral on an 
aggregated basis deemphasizes the nature of the capital expenditures and could even be 
characterized as an attempt to neutralize a key component of the Commission's longstanding 
criteria for deferral. Further, they note that there is· no overarching "unusual and/or extraordinary" 
requirement or initiative naturally linking Aqua NC's capital expenditures. 

Witnesses Henry and Junis recommend that the Commission deny Aqua NC's requests for 
deferral accounting based .on the absence of "a clear and convincing showing that the costs in 
question were of an unusual and/or extraordinary nature" whether considered individually or in 
aggregate. Having reached the conclusion that Aqua NC failed to.satisfy the requirement that it 
make a clear and convincing showing that its plant additions and the related costs are unusual or 
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extraordinary so as to justify deferral accounting treatment, the Public Staff did nOt reach the issue 
of whether the costs sought to be deferred would have a material impact on the Company's 
financial'condition or stability. 

Witness Thill contends that Aqua NC's request for deferral accounting treatment in this proceeding 
is irreasonable requesl, that the Commission has the authority to utilize the tool in lhis fashion, and that it 
would be an effective and warranted means to afford Aqua NC a reasonable. opportunity to earn its 
authorized return. Witness Thill maintains that with the use of deferral accounting, in the manner Aqua NC 
has requested, a utility like Aqua NC that invesls robwtly in this state can- bolh make lhat necessary 
investment and avoid sacrificing its reasonable financial interests in the process. 

Witness Thill states that for the same reasons that Aqua NC has requested authorization for deferral 
accounting for the post-test year additions, the Company continues to request prospective aulhorization to 
defer depreciation and carrying costs on post-rate case capital expenditures, olher than routine 
replacements, until included in rates in Aqua NC's next role case. 

Pursuant to Section Ill, Paragraph BB of the Stipulation, the Stip"ulating Parties agree with 
the Public Staffs proposed adjustment related to deferred accounting on post-test year plant 
additions [Lfoe.30]. The Stipulating Parties agree to the ratemaking adjustment shown on Line 30. 
Therefore, for purposes of this proceeding. the Company accepts the Public Staffs rejection of 
Aqua NC's novel request for aggregated deferral _accounting treatment on post-test year plant 
additions as well as rejection of Aqua NC's request for "prospective authorizatiOn" to defer 
depreciation and carrying costs on post rate case capital expenditures, other than routine 
replacements, until included in rates in Aqua NC's next rate case. Based on the record in .this 
procedding, the Commission finds it appropriate to-approve the Stipulation regarding Aqua NC's 
deferral requests and to not allow Aqua NC to defer dcp~ciation- and carrying costs on an 
aggregated level of post-test year plant.idditions included in this proceeding Orto grant prospective 
authorization to defer depreciation and carrying costs on post rate case capital expenditures until 
included in rates in.the Company's next rate case. 

Average Tax Accruals 

Pursuant to Section III, Paragraph CC of the Stipulation, the Company accepts the Public 
Starrs proposed adjustment to average,tax accruals [Line 31]. This adjusbnent will b_e updated for 
the final calculation or unemployment tax, regulatory fee, and property tax. 

Service Reve11ues 

Pursuant to Section-III, Paragraph DD of the Stipulation, the·Company accepts the-Public 
Starrs proposed adjustment.to service revenues [Line 32]. Further, as discussed in ·detail below, 
the Comp_any withdraws its application for a conservation nonnaliZ3tion factor. 

late Payme11/ Fees 

Pursuant to Section III, Paragraph EE of the Stipulation, the Company accepts the Public 
Staff's-proposed adjustment to late payment fees [Line 33]. 
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U11col/ectibles and Abatements 

Pursuarit to Section III, Paragraph FF of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to uncollectiblcs and abatements [Line 34]. 

Capitalized-Labor 

Pursuant to Section III, Paragraph GG of the.Stipulation, the Company accepts the Public 
StafPs,proposed adjustment to,remove capitalized labor [Line 35]. 

Transportatio11 Regular Payroll 

Pursuant to Section III, Paragraph HH of the Stipulation, the Company accepts the Public 
Staffs proposed adjustment to add transportation regular payroll [Line 36]. 

Ope11 Positio,is.and Updqte to Salaries a11d Wages 

Pursuant to Section III, Paragraph II of the.Stipulation, the Stipulating Parties agree to.an 
adjustment in the amount of($222,275)·to remove four open positions and to update salaries.and 
wages through March 3 I, 2020 [Line 37]. 

Leave Without Pay 

Pursuant to Section III, Paragraph JJ of the Stipulation, the Stipulating Parties agree to an 
adjustment in the amount of($5;043) to.remove leave without pay [Line 38]. 

Standby and Overtime Salaries and Wages 

Pursuant to Section III, Paragraph KK. of the Stipulation, the COmpany accepts the Public 
Staffs proposed adjustment to reflect actual standby and overtime salaries and wages [Line 39]. 
Following the filing of its testimony on May 26, 2020, the Public Staff made co,rrections to its 
original position for this .adjustment. The Company accepted the Public Staff's adjustment, 
as corrected. 

Bonuses Related to Earnings per Sllare (EPS) and Executive a11d Board of Directors 
Co111pensatio11, Bonuses and Expenses; Corporate Service and Customer Operatio11 Al/ocalio11s; Open 
Positions 

Bonuses Related to Earnings per Share (EPS), Executive and Board of Directors 
Compensation, Bonuses gm/Expenses 

In Aqua NC's last general rate case (Sub 497), the Commission made the following 
Findings ofF8.ct: 
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64. The Public Staff's proposed accounting a_djuslment to allocate 30% 
of North Carolina supervisory emPioyee bonuses in the amount' of $29,648 to 
shareholders and thereby exclude those expenses from the cost of service in this 
case is inappropriate. 

65. It is not appropriate to adopt the Public· Staff's recommended 
adjustment to allocate to shareholders 50%·of the compensation, including pension 
and incentive plans, Of the top five Aqua America executives totaling $213,756 in 
compensation and $80,845 in pensions and incentive plans. 

66. It is appropriate to allocate to shareholders 25% of the 
compensation, including pension and incentive plans, of the top-five Aqua America 
executives totaling $106,878 in· compensation ·and $40,423 in peilsiOru and 
iricentive plans, thereby removing 25% of these.expenses from Aqu_a NC's cost 
of service. 

81. It is not appropriate to adopt the· Public Staff's recommended 
adjustment to aJiocate to shareholders 50% of the compensation and expenses Of 
the Aqua America Board of Directors totaling $58,419 in compensation and $8,691 
in expenses. 

82. It is appropriate to remove 25% of- the Aqua America Board of 
Directors fees totaJing $29,210 in compensation and $4,345 in expenses in 
this proceeding. 

Bonuses 

In this' current rate case proceeding; Public Staff witness Feasel proposes in her direct 
testimony to remove 17 .5% of.the bonuses paid to North Carolina employees from expenses and 
allocate them to the Company's shareholders. 

Witness _Feasel testifies that the· Company's application included bonuses paid to North 
Carolina employees, including-Short-Term Incentive (STI)'bonuses, stock options, restricted stock 
units amortization, and performance share units amortization. She _observes that according to 
Aqua's most n;:cent policies for the STI Plan, 50% of the metric weight depends on financial while 
17.5% of the 50% is directly related to Essential Utilities•· earnings per share. Witness Feasel 
contends that earnings per share directly benefit the shareholders' va_lue instead of providing a 
benefit to the ratepayers. Thus, she removes 17 .5% of the bonuses paid to North Carolina 
employees from expenses and al!ocates'them to th_e Corppany's shareholders. 

Witness Feasel notes that according to Aqua America, lnc.'s most recent policies for the 
2009 Omnibus Equity Compensation Plan, the plan encourages ·the participants, to contribute to 
the success of the Company, seeks to align the economic interests of the participants with those of 
the shareholders, and provides a means lhrough which the Company can attract and retain officers, 
other key employees,,nonemployee directors, and key consultants of significant talent and abilities 
for the benefit of its shareholders and-customers. Thus, witness Feasel removes 50% of the stock 
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options, restricted stock-units amortization, and perfonnance share units amortiz.ation paid to 
North Carolina employees that were allocated from corporate service and Aqila Customer 
Operations'(ACO), and allocated them to the Company's shareholders. 

Witness Gearhart states in his rebuttal testimony that he·does not agree with Public Staff 
witness Feasel's proposed adjustment to remove 17.5% of bonuses paid to North Carolina 
employees as well as 50% of stock options, restricted stock~ and perfonnance shared granted to 
North Carolina employees and to" allocate those costs ,to shareholders. He maintains that the 
short-tenn incentive bonuses, stock options~ restricted stock and perfonnance shares are part of the 
total compensation package,.paid to attract and retain qualified employees at Aqua North Carolina. 
He argues that the financial metrics that witness -Feasel cites as arguments for this adjustment. 
reinforce to-Aqua employees that it is their responsibility fo serve the Company's customers in a 
prudent and efficient manner. Witness Gearhart asserts that the Company's ability to provide 
reliable service,to its customers is directly related to its financial viability and linking a.portion of 
those employees' compensation to a financial target encourages employees to achieve customer
based objectives in a cost-efficient manner. 

Witness Gearhart explains the difference between the Public Staffs proposed adjustments 
for North Carolina employee bonuses in the. Sub 497 rate case and thi~ pending rate case 
proceedillg. He notes that in the Company's 2018'Sub 497 rate case, the Public Staff proposed to 
allocate 30% of short.,.term incentive bonuses paid to Aqua supervisory employees. Witness 
Gearhart states that in this proceeding, the requested adjustment has been expanded to also-include 
stock options, restricted stock, and performance share grants. He asserts that this adjustment has 
also been expanded to· cover these items for all Aqua North Carolina employees; not just 
supervisors. Witness Gearhart states that Aqua North Carolina non-supervisory employees are 
eligible for.bonuses referred to as "Chairman Awards" and during the test year, these awards were 
paid to over 100 Aqua North Carolina employees. 

Witness Gearhart notes that in·the Sub 497 Order, the Commission found that adjustments 
to superyisory employee bonuses was unreasonable and inappropriate, concluding that approving 
the Public Staff's position on this issue would send the wrong-message to Aqua and ·its North 
Carolina supervisory personnel. He asserts that'the Commission should deny the Public Staff's 
request in-this proceeding for the same reasons set forth in the Sub 497 OI'der, especially now that 
the pr0posed adjustment would impact alt levels of Aqua North Carolina employees. 

E.xecutive Compensation 

Witness Feasel adjusts executive compensation in her direct testimony to remove 50% of 
the.total compensation of the top five executives, which is comprised of total annual salary, Short
Tenn Incentive Plan (STIP), Long Tenn Incentive Plan (LTIP), and Benefits. She identifies the 
top five Aqua America-executives who have charged compensation to Aqua, including: (1) Chief 
Executive Officer and President; (2) Executive Vice President and Chief Financial Officer; 
(3) Executive Vice-President _and Chief Operating Officer; (4) Executive Vice President and Chief 
Strategy and_ Corporate Development Officer; and (5) Executive Vice President, General Counsel 
and Secretary. Witness Feasel maintains that her adjustment reflects that the executives' duties 
and compensation- encompass .a substantial amount of activities, that are closely linked to 
shareholder interests. 
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Witness Feasel states· that her recommendation is not based on the premise that the 
compensation of these five executives is excessive or s_hould be reduced. She explitins that her 
recommendation is based on the Public Staff's opinion that it is appropriate and reasonable for the 
shareholders" of the very large water and wastewater utilities to bear some of the cost of 
compensating, those individuals who are most closely linked to furthering shareholder interests, 
which are not always the same as those of ratepayers. 

Witness Feasel .notes· the various components ·included in the executives' compensation 
as discussed on pages 18-22 of her prefiled testimony and recommends that Aqua's executive 
compensation allocation from Aqua America be allocated 50% to the Aqua America shareholders. 
She comments that this adjustment is consistent with the positions taken by the Public Staff in.past 
general rate cases involving the electric and natural gas utilities. 

Witness Hanley states in his rebuttal testimony that he does not agree with witness 
Feasel's adjustment to reduce operating costs for executive compensation that includes the 
removal of 50% of the.total compensation of the top five executives, which i:S comprised of total 
annual salary, Short-Tenn Incentive Plan, Long-Tenn Incentive Plan, and Benefits. He asserts that 
the Public ·staff's position on this issue ignores and fails to follow the prior decision of the 
Commission, which resolved this issue in the Sub 497 rate case by imposing a 25% adjustment. 
Witness Hanley maintains that the Public Staff's proposed 50% adjustment is and continues to be 
excessive and unwarranted. Witness Hanley argues that while Aqua continues to fundamentally 
disagree with this type of adjustment, at a·minimum, the Company contends that the Commission 
should follow with consistency the decision it employed in the Sub 497 case. Witness Hanley 
recommends that the Commission reject the Public Staff's adjustment in this regard. 

Witness Hanley states that in the Sub 497 Order, the Commission specifically found.that it 
was not appropriate to adopt the Public Stafrs recommended adjustment to allocate to 
shareholders 50% of the compensation, including pension and incentive plans, ofthe"top five Aqua 
America executives (Finding.of Fact No. 65 at 19), and instead, the Commission adopted a 25% 
adjustment to those expenscs·(Finding of Fact No. 66). He notes·that on·page IO J· of the Sub 497 
Order, the Commission found.the Public Staff's proposed adjustment to·be unreasonabJe,and not 
supported by the evidence presented. 

Witness Hanley argues that Aqua sets compensation levels for its executives to attract and 
retain qualified personnel and to remain competitive in the market. He asserts that the efforts of 
Aqua's executives ultimately l:,enefit customers through controlling costs and managing a strong· 
overall company, which allows it to attract capital at lower costs. Witness Hanley maintains that 
this level of management strength and stability is extremely importan_t in 2020 as the country 
addresses a pandemic, a potential financial crisis, and civil unrest. Witness Hanley further 
comments that one cannot overstate the importance of maintaining an unerring focus on key 
aspecls of a major utility's responsibilities, including critical service quality for water and 
wastewater operations, reliability, environmental compliance, and a·high lev·e1 of safety for Aqua's 
customers and ~mployees. Witness Hanley asserts that Aqua leaders have a responsibility not only 
to all investors in the Company, which include both shareholders.and bondholders, but-also to 
employees and most Of all to its customers. 
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Witness Hanley states that Aqua is in a highly regulated business both on the enviroIµTie;n!al 
and financial·side. He ass_erts that Aqua leaders are also charged with the responsibility of meeting 
these standards of providing safe and reliable water and wastewater-service. to customers Served 
by Aqua in North Catolina. Wilness Hanley comments that only then is Aqua granted an 
opportunity to earn a return on the.doll_ars·invested by shareholders. He asserts that the ability of 
Aqua as a public utility to meet the needs.of its customers is the-highest pi'iority of all Company 
employees, as only then will the financial retums·be achieved to attract both debt and equity capital 
needec:l in the business. Witness Hanley argues that a full compensation package, even for 
executive compensation, iS a necessary part of the Company's· overall cost of s_ervice to meet tpe 
needs of its customers, and a ratemaking adjustment of 50% to Aqua America executive 
compensation is not warranted . 

. Board of Directors' Compensation and &pens es 

Witness Feasel proposes in her direct testimony an adjustment to remove 50% of the 
.expenses associated with the Aqua America Board of Directors (BOD}tha:t,have been allocated to 
the AquajuriSdiction. She comments that Aqua NC does not have a separate BOD. Witness Feasel 
states that the expenses allocated-to. the Aqua jurisdiction encompass the BODs' compensation, 
Directors·• and Officers' liability insurance, and other miscellaneous BOD expenses. Wilness 
Feasel testifies that shareholders vote .ori the election of directors.and that the customers do not 
have a vote. She maintains that b~ed on her review of the re_sponsibilities of the Aqua America: 
BOD, it is clear the BOD·is re~ponsibleJor acting in the best interests of the shareholders. 

Witness Feasel testifies that it is appropriate and reasonable for the shareholders of.the 
larger water and wastewat~r utilities to bear a reasonable share of the costs ofcolTlpenSating those 
individuals who have a fiduciary duty·to protect the interests of shareholders, which may differ 
from the interests of ratepayers. She asserts that the premise of this adjustment is closely linked.to 
the premise of the adjustm·ent made·by the Public Staff related t_o executive <;:ompensation. Witn_ess 
Feasel furt_her testifies·that Directors' and Officers' liability insurance, while a·necessary expense 
for a corporation, is.obtained to.defend the BOD ill lawsuits brought by shareholders for issues 
sUCh as merger claims and shareholders' derivatives. Witness Feasel ·recommends that it is 
appropriate for both-rµtepayers and shareholders to equally share the cost of BOD expenses. 

Witness Hanley states in his rebuttal testimony that he does not agree with witness Feasel's 
adjustment-to remove 50% of Aqua America's BODs' compensation. He asserts that the Public 
Staff has decided to relitigiite the prior,deciSion of the Commission as explained and adopted in 
the Sub 497 case. Witness Hanley argues that although parties and the Commission·are generally. 
free to change positions frorri. Case to case,. the rationale imposed in the· last rate.case served as a 
guide to the industry· and the Public Staff, as well as other intervenors. He asserts that Aqila 
continues to-fundam_entally disagree with any ratemaking·adjustment here. Witness Hanley notes 
that in the_ Sub 497 Ord~r, the-Commission reached·.the following conclusions, in.pertinent part, in 
support of its decision on BOD compensation and expenses:_ 

The Commis~ion generally agrees With Aqua's assertions that adequate 
compensation is required to attract extremely competent, quajified members.of a 
Board of Directors to lead a company such as Aqua America, Inc. and that North 
Carolina ratepayers and Aqua America, Inc. sharehotaers share a mutual interest in 
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a highly skilled and qualified Board. The ·Commission also generally agrees that 
ratepayers' best interests depend on a regulated utility's ability to attract capital; in 
this instance, to support the level of investment required by Aqua as a regulated 
water and wastewater service provider in this state. As stated by Aqua, these 
financial and investment decisions are made at.the parent company level and are 
integrally related to,and supportive of the local company's,ability to provide safe 
and reliable service. (Sub 497 Order at p. 104) 

Witness Hanley maintains that while Aqua disagrees with any adjustment, if the 
Commission so chooses, the Company asserts that an adjustment_ of25% for ratemaking purposes 
is the maximum adjustment which the Commission should adopt in this case for 
BOD compensation. 

Witness Hanley further states that he does not agree with witness Feasel's adjustment, as 
reflected in Feasel Exhibit 1 Schedule 7, Lines 4-6, to remove 50% of the miscellaneous expenses 
(insurance and other fees) associated with the Aqua America BOD. He notes that for the reasons 
enunci_ated previously in his rebuttal testimony regarding both executive. and Board: of Director 
compensation, the .Company requests that the Commission also reject the Public StafJ's position 
on this issue. He notes that as with the executive and BOD compensation issues, if the Commission 
finds that an adjustment is necessary~ Aqua urges the Commission to adhere to the Sub 497 case 
precedent. He argues that the 50% ratemaking adjustment proposed bj the Public Staff is 
unreasonable-and unjustified by the facts presented. 

In Section III, Paragraph LL, of the Stipulation, the Public Staff agrees to withdraw its 
proposed adjustment to state bonuses related to EPS [Line 40). The.Stipulation states that this is 
consistent with the Commission's decision in the Sub 497 rate case. 

Further, Section III, Paragraph MM of the Stipulation states, in part, that the Stipulating 
Parties agree to settle issues related t_o executive compensation and bonuses and Board of Directors 
compensation and expenses consistent with the Commission's decision in the Sub 497 rate case 
by removing 25% Of such expenses requested in the Company's application [Lines 41, 59, 60J. 

Based on the record in this proceeding, the Commission finds it appropriate to approve the 
-Stipulation on the adjustments related fo state bonuses related to EPS, executive compensation and 
bonuses, and.Board of Directors compensation and expenses. 

With· one e~ception involving Line 42, the Stipulating Parties agree ·that no further 
adjustments should be p]ade in this case regarding allocations from Aqua NC-Corporate Services 
(ACS) and Aqua NC Customer Operations (ACO) [Lines 42 and 45]. The Stipulating Parties agree 
to an adjustment in-the amount of($92,050) to Line 42 related to open positions and tenninations. 
Bused on the record in this proceeding, the. Commission determines it is appropriate to approve 
the Stipulation on allocations for ACS and ACO as well as he agreed upon adjustment related to 
open positions and terminations. 
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Capitalked Pensions.and Benefds 

Pursuant to Section III, Paragraph NN of the Stipulation, the Company accepts the Public 
Staff's-proposed adjustment to remove.capitalized··pensiolls and benefits [Line.43]. 

Open Positions and Benefits 

Pursuant to Section Ill, Paragraph 00 of the Stipulation, the Stipulating Parties agree to 
an adjustment of ($122,256) to remove four open positions and to update benefits through 
March 31, 2020 [Line 44]. 

Corporate Sundries 

Pursuant to Section III, Paragraph PP·of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to rem0ve.unquaJified benefits from Corporate Sundries [Line 46]. 

Fuel/or Production 

Pursuanno Section,III, Paragraph QQ of the Stipulation, the Company accepts the Public 
Staff's proposed adjustment to fuel for production [Line 47]. 

Sludge Removal 

Pursuant to Section III, Paragraph RR of the-Stipulation, the Company accepts,the Public 
Staff's proposed adjustment to sludge removal [Line 48J. 

Purcl,ased Power 

Pursuant to ~ection III, Paragraph SS,0fthe Stipulation, the Gompany accepts the Public 
Staff's·proposed adjustment to purchased power [Line 49]. 

Materiah and Supplies 

Pursuant to Section Ill, Patagraph IT of the Stipulation, the Company accepts the•Public 
Staff's proposed adjustment to materials and•supplies [Line 50J. 

Testi11g 

Pursuant to Section Ill, Paragraph UU of the Stipulation. the Company accepts the Public 
Staff's proposed adjustment to testing [Line 51 J. 

Contradual Services 

Pursuant to Section III, Paragraph VY of the Stipulation, the Stipulating Parties agree to 
an adjustment to contractual services - legal [Line 52]; 
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Pursuant-to Section III, Par.igraph WW of the Stipulation, the Company accepts the Public 
Staff's. adjustment to contractual services - other- pump maintenance· [Line 53]; 

Pursuant to Section III; Paragraph XX or the.Stipulation, the COmpany·accepts·the Public 
Staff's proposed adjustment to contractual services-other-corpora!e sundries'[Line 54]; 

Pu~uap.t.tQ Sedibn III, Paragraph YY or the-Stipulation, the Company·accepts the Public 
Statrs proposed adjustment to contractual services-other::accrued expenses [Line 55]. FOiiowing 
the filing of its.t_estiinony on May 26, 2020, the Public·Staff made corrections to this adjustment. 
The Cbmpany·accepted.the Public.Statrs adjustment, as corrected. 

l11surance Expe11se 

Aqua NC ~itness Gearhart testifies that Aqua NC requested·recovery in-this proceeding of 
the five-year average or actual claims-for liability insurance paid for the ,Years 2014-:2018. He _states 
that this methodology was used by the Public Staff and approved by the .Commission to calculate 
insurance expense in Aqua NC's previous rate cases. Witness, Gearhart States that Aqua NC 
requested, in,conjunction .with this.treatment for claims, Cofllniisslon·approva!,to create a deferred 
regulatory asset or,liability for-insurance claims paid'in excess or (a5set) or less-than (liability) the 
authorized annual claim expense as approved by the Commission. in this .rate case (base level 
annual.claims i_nsurance recovery); He explains that if there is any excess b3.lance (liability) or 
shortfall,(asset) existing at the end of the next test:year, that balanCe will be divided by two and 
applied to·the baseJevel annual claims insurance recovery-amount. He proposed that this,method 
be the recovery approach for all Aqua NC rate cases_going forward. Witness Gearhart states that 
as an 8.ltemative, Aqua NC requested recovery for a zero dedUCtible-insumnee policy for general 
liability, workers' compensation, and auto insurance. 

Public Staff witness Junis strongly opposes these two, requests by witness Gearhart 
asserting that both serve as disincentives to.Aqua NC's safety practices. He states that the general 
liability and auto-liability only pay claims when Aqua NC is at fault. Witness Junis maintains that 
Aqua NC should not be guaranteed recovery froni customers for claims payments; He_ further 
maintain_s -that the _guarantee also serve as a disincentive to Aqua :NC to minimize claims. In 
addition, witness Junis asserts that Aqua·NC's guaranteed recovery or all workers' compensation 
claims would serve as .a disillcentiVe· to Aqua NC's employee safety education and practices, 
including the.provision of safe workplaces and personal protective equipment-such-as hard hats, 
safety·glasses, and steel-toed boots. He-also contends that the guarantee woul_d be a disincentive 
for Aqua NC.to.rriinimize workers' compensation claims. 

Witness Gearhart states that the Ptiblic StatrS methodology to calculate the amount of 
recoverable insurance claims expense has been to-utilize a five-year average oractual·claims paid. 
He maintains that as· it stands-now, using this five-year average methodology, Aqua NC will 
recover c13.ims expense, that will be $322,000 less than the actual, claims amounts charged to Aqua 
NC in 2020. He notes that Aqua NC has agreed in this case to accept-that reduction, but he requests 
that the approved five-year average, represeritative Of the annual amount of cl.,t.ims paid· and 
allowed in rates, be trued-up to actual claims paid as a regulatory asset or liability to be recovered! 
in future rate cases. 
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Witness Gearhart disagrees with Public Staffwitne:5:5Junis' assertion that the establishment 
of a regulatory asset or'liability to recover actual claims paid will be a disincentiye to Aqua NC's 
employee safety education and practices and Would be a disincentive to Aqua NC to minimize 
workers' compensation claims. He states that witness Junis' suggestions are speculative, 
unfounded, and should be given no weight in deciding the. matter at hand. He maintains that 
Essential Utilities and· Aqu!J. NC place an exceptional amount of attention on the safety culture of 
the uti_lity .. He,further states that every·Essential Utilities' state subsidiary is responsible for safety 
initiatives and _metrics and none of them, aside from· Aqua NC, are challenged on their insurance. 

Pursuant to Section Ill, Paragraph'ZZ of.the Stipulation, the Stipulating Parties.agree that 
the Company's stipulated insurance expense [Line.56] will he subject to a 50%. true-up based·on 
actual claims paid as a regulatory asset or liability, without a return or carrying costs, to be 
,recovered in 'future rate cases. At the expert witness hearing, witness Junis testified that·"[t]he 
Public Staff has no intention of such a true-up. mechanism continuing in future rate cases". 
Tr. vol. 5, 76. 

Based on the record in this proceeding, the Commission finds it appropriate to approve the 
Stipulation on.the adjustments relat_ed to insurance-expense in this proceeding and approves the 
stipulating parties agreement.to a 50% true-up based on actual claims paid as a: regulatory asset or 
liability, without a return or carrying costs, to,be recovered in future rate cases. Such approval of 
the establishment of a regulatory asset.or liability irl this proceeding does not establish a precedent 
for future ratemaking treatment for adjustments to Aqua NC's insurance expense . 

. Regulatory Commission Expense 

Public Staff witness Henry states that in this proceeding,_ Aqua NC applied for rate-case 
expenses totaling $1,044,560 to be amortized. over .two years, resulting in an annual expense of 
$522,280. He notes that included in the total rate case expenses is $419,435 of unamortized rate 
case cost from Aqua NC's prior rate case proceeding, DocketNo."W-218, Sub 497 (Sub 497), and 
$625,125 of estimated rate case costs for this current pro(?eeding. He _states that the estimated 
expenses for tliis current:proceeding include legal· fees totaling $390;625, consultant .fees totaling 
$50,000, service company capitalized time totaling $71,000, and other rate case expenses totaling 
$113,500, of which $100,000 is for postage and printing notices to customers. In his prefiled 
testimony, .witness Henry included actual rate case expenses incurred to date based on costs 
provided by the Company in response to Public Staff data requests. Witness Henry adjusts the 
actua1 amount of rate case expense to include an additional amount for printing and mailing notiCCs 
to customers,based on invoices provided by the Company for costs incurred to·send_the first notice 
to customers. Witness Henry notes- that his adjusted rate case expense for this proceeding is 
$410,246, which is less than the Company es Li mated rate case expense of$625, 125. Witness Henry 
recommends that the.rate case expense for this current proceeding be updated to actual amounts 
incurred _through the hearing date after review of supporting documentation. provided by 
the Company. 

Pursuant to Section III, Paragraph AAA of the Stipulation, the St\pulating Parties agree 
that regulatory comriiission expense adjustment [Line 57] will be updated to represent actual rate 
case expenses, plus agreed upon estimated costs to complete the rate case proceeding. The 
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Stipulating Parties also agree with the use of a three-year amortization in this case without a return 
or carrying costs on the unamortized balance. 

In his late-filed exhibits filed·on August 17, 2020, witness Henry included the agreed-upon 
updated level of rate case expense for use in this proceeding. Public 'Staff Henry Exhibit I, 
Schedule 3-4 Revised 8/17/20 includes total rate case expenses of $985,454 related.to the current 
proceeding and unamortized rate case expense from DoCket No. W-218, Sub-497 of $419,435. 
Witness Henry slates that th~ Public Staff has amortized over three years the rate case expenses of 
Aqua NC for this proceeding, and has reamortized the unamortize~ balance of Aqua NC's rate 
case expenses for prior Aqua NC rate cases over the same period, resulting in total annual rate ease 
expense amortization for both dockets of $468,296. 

Based on the record in this proceeding, the Commission finds jt appropriate to approve the 
Stipulation on the adjustments to rate·case-expense and include the agreed-upon updated level of 
rate case expense in this proceeding. 

Capitalized Miscellaneous'E'rpe11se 

Pursuant to Section III, Paragraph BBB of the Stipulation, the Comp_any accepts the,Public 
Staffs proposed adjustment.to remove capitalized miscellaneous expense [Line 58]. 

Miscellaneous Expem;esfor Corporate Su11dries 

Pursuant to Section Ill, Paragraph CCC of.the Stipulation, the Company accepts the Public 
Stafrs·proposed adjustment to remove unqualified.miscellaneous expenses for corporate sundries 
[Line 61]. 

A11nuali1.atioll a11d Co11sumptio11 

Pursuant to Section III, Paragraph DDD of the Stipulation, the Stipulating Parties agree to 
an adjustment of $14,150 to· annualization and consumption [Line 62]. 

Co11trfJ-OH Al/ocalio11s 

Pursuant to SectionUI, Paragraph ·EEE of the Stipulation, the Company accepts the Public 
Staffs proposed adjustment to Contra-OH allocations [Line 63]. 

Payroll Taxes 

Pursuant to Section III, Paragraph OGG of the Stipulation, the·company accepts the Public 
Staffs proposed adjustment to payroll taxes [Line 65]. 

Purchased Water Loss. 

Aqua NC witness Pearce states in his direct testimony that in Aqua NC's last general rate 
cas·e an amount of 15% was included for recoverable water losses by the Commission as 
recommended by the Public Staff. He notes that in its current filing Aqua NC has not included an 
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amount of adjustment for recoverable water losses due to the·Company's disagreement with the 
calculation method used in its last general rate case. Witness Pearce contends that a more 
appropriate methodology is the use of the Current Annual Real Losses (CARL) method as 
calculated using·the American Water Works Association (AWWA) Water Audit standard. Witness 
Pearce states that in preparation for this proceeding NC has identified and completed water loss 
calculations that exceed the 15% allowance approved in its last rate case. He notes that these audits 
are currently being validated by George Kuilkel, a third-party expert. Witness Pearce concludes 
by stating that CARL is a better long-tcnn approach. 

In direct testimony, Public Staff wilness Darden discusses in detail the Public Staff's 
position regarding the appropriate adjustments for purchased water expenses. Wilness Darden 
asserts that the amount of total purchased water expense of $2,114,412 included in Aqua NC's 
application is excessive, and instead she recommends an amount of $2,052,045, or a difference 
of$62,367. 

Witness Darden argues that use of CARL and water audits is not a dependable substitute 
for the water loss standard due to the reliance on potentially inaccurate estimates and the absence 
of a water loss limit or objective. Wilness Darden asserts that the appropriate standard for water 
loss to use in this proceeding is 15% as supported ·by the AWWA action level and the 
Commission's findings in the Sub 497 Order. 

In rebuttal testimony, witnesses Pearce and ~unkel argue against the Public Staff's 
recommendations for the appropriate water loss standard to,be utilized in this proceeding. Witness 
Pearce notes that he has extensive experience with leak detection, leak repair, and water loss 
reduction projects while witness Kunkel offers expertise with the A WW A water .loss standards 
and software application. Witness Kunkel provides details and relevant examples in support of 
Aqua NC's argument.on this issue, including his findings regarding the Chapel Ridge (Town of 
Pittsboro purchased water) water audit. Witness Pearce reiterates Aqua NC's position-that the 15% 
gross water loss standard recommended·by witness Darden is not an appropriate standard and in 
fact incentivizes·a utility to spend· in excess of the cost of the water for detection and resolution of 
water loss issues in some instances. He notes that Aqua NC currently uses the A WW A Water 
Audit method with performance indicators to prioritize investments in water loss reduction. 

Witness Pearce states that witness Darden recommends a reduction of $62,367 to Aqua 
NC's purchased water costs, including n disproportionate reduction of$37,500 from the Town of 
Pittsboro purchased water expense. He notes that 60% of witness Darden's recommended total 
purchased water loss reduction is for the Town' of Pittsboro purchased water. He comments that 
Aqua NC purchases water from the Town of Pittsboro-for the Chapel Ridge system only. Witness 
Pearce further states that the Company has spent more than $135,000 in its efforts to comply with 
the Public Staffs recommended standard. 

Witness Pearce describes the water leak reduction work. undertaken by Aqua NC before 
and since the test period including a professional leak detection assessment and deployment of a 
District Metering Area (OMA) system Pilot test. He maintains that.the leak detection assessment 
involved an acoustic leak detection test for the entire Chapel Ridge system. Witness Pearce states 
that five leaks were.found and repaired, and 24 additional small leaks were found on the customer 
side of the meter and notices were sent to the customers. Witness Pearce notes that several of the 
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customer side leaks were determined to be due to leaky irrigation backflow devices. He maintains 
that the total estimated leakage from.the five distribution system leaks was 2.35 gallons per minute. 
He comments that the OMA test pilot divides the system into five sub areas with continuous 
monitoring and data capture for any atypical now. Witness Pearce states. that the continuous 
monitoring allows for early detection and repair. Witness Pearce further ·states that outside of 
further system pressure rcductiqns (which are inherently risky) or installation of higher-accuracy 
water meters (which are susceptible to tampering), the Company has exhausted all known options 
for leak reduction in the Chapel Ridge system. 

Witness Pearce next discusses losses due to fire department hydrant nushing. He states that 
during the test-period the fire department flushed more than 62,000 gaJlOns with a value of $848. 
Witness Pearce contends that flushing should be removed from the purchased water reduction total 
or the·Company should be authorized to assess fire departments for flushing and testing water use. 
Witness Pearce disagrees with the 15% water loss standard recommended by witness Darden 
because it ignores Aqua NC's a_ctive pursuit-of water loss measures and lacks evidence of improper 
operation or management. 

Witness Pearce recommends that Aqua NC be allowed to complete water loss audits and 
focus on the systems, that are· perfonning more poorly and suspend the disallowance of actual 
purchased water costs incurred. He also recommends no. adjustment for the Town of Pittsboro 
purchased water due to the extensive investigation of the Chapel Ridge system and the 
demonstrated extremely low leakage rates. 

Aqua NC witness Kunkel arg'.Ues against the continued use of the Public-Stairs volumetric 
percentage _perfonnance _indicator for detennining water loss. He instead reconimends that the 
Commission adopt the A WWA Water Audit method. He. discusses multiple advantages of the 
A WWA model and offers some specific examples. Witness Kunkel refutes witness Darden's claim 
that the 15%,loss standard is based in part on A WWA 's recommended action- level; a claim that 
wilness Kunkel states is factually inaccurate. He states that A WW A specifically recommends 
against the use of any kind of percentage indicators in water loss assessment. Witness Kunkel 
further states that the A WW A characterizes the· -volumetric percentage indicator method 
recommended by the Public Staff to be imprecise and unreliable for assessing non-revenue water 
(NR W) levels. He comments that A WWA offers a best practice .through its water audit method 
and free audit software that allows utilities to reliably quantify water losses and identify achievable 
and cost-effective reduction goaJs. 

Witness Kunkel elaborates on the factors that lead the A WWA to consider the volumetric 
percentage perfonnance indicators to be unreliable. Witness Kunkel further describes that the 
A WW A Water Audit-model and the A WWA Free Water Audit Software collectively offer a highly 
reliable way tO quantify water 'losses and infonn cost-effective loss control strategies. He 
comments that the AWWA Water Audit model uses multiple indicators that represent apparent 
and real losses and offers a robust means of assessing water efficiency because no water is 
unaccounted for. Witness Kunkel maint~ins that the AWWA Free Water Audit software calculates 
loss volumes, costs of losses, and the p"erfonnance indicators. He states that the .free softw.are 
features a grading or rating system for the data integrity with a scale of one to ten with one 
indicating low validity and ten indicating high validity. Witness Kunkel notes that these gradings 
are used to calculate the Data Validity Score (DVS) with an upper range of I 00 and reflects the 
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validity of the water audit. He maintains that the A WWA Water Audit emphasizes that water 
utilities should focus on volwne of losses, cost impacts of losses, and data validity. 

Witness Kwikel discusses his detailed validation of Ute 2019-A WWA water audit for Aqua 
NC's Chapel Ridge system supplied by the.Town of Pittsboro; He comments that two.of the most 
useful perfonnance indicators.in Ute AWWA Water Audit model are the leakage losses values of 
ga]lons per connection per day and gallons per mile of pipeline per day. Witness Kunkel maintains 
that the expression of gallons/mile/day is especially important.for systems with a low density·of 
customer connections per mile.of pipeline. Witness Kunkel states that in conducting hiS validation 
of Ute Chapel Ridge audit, he compared Ute Chapel Ridge loss data for gallons/connection/day and 
gallons/mile of pipeline/day with the results of500 validated water audits from California and 
Georgia Witness Kunkel asserts that the Chapel Ridge unit rates for apparent and real losses 
compare with the IOwest-quartile of the Georgia·and California dataset and well below the median 
values. For additional validation of the Chapel Ridge values, witness Kunkel alSo evaluated the 
DMA pilot test and acoustic leak detection studies. Witness Kunkel finds that the apparent and 
real losses in the Chapel J:lidge system are extremely low and_ efforts to reduce them further are 
expensive and will likely result in only minimal additional reduction. He-contends that this is not 
a financially prudent requirement to place on Aqua NC for the Chapel Ridge system. Witness 
Kunkel states that tlie Chapel Ridge volumetric percentage based on the water audit is 22% as 
compared to the 15% loss level currently being applied. 

The Stipulation filed in this docket states in Section III, Paragraph HHH that Aqua NC and 
the Public Staffngree to utilize a 15% adjustment for allowable purchased water loss in this case 
[Line 66]. Further, Paragraph HHHstates that Aqua NC and the Pi.Jtilic.Staff agree to work toward 
development of a mutually-agreeable standard based upon the metltodology for purchased water 
systems set forth in Aqua NC's Pearce/Kunkle rebuttal testimony for implementation in Aqua 
NC's next general rate case, and to report the progress of those.efforts in the next rate case. 

During Ute expert witness hearing, Chair Mitchell asked the Panel of Public Staff witnesses 
Henry and Junis questions regarding Paragraph HHH of Ute Stipulation pertaining-to Ute purchased 
water loss adjustment. She asked the Panel to describe where the parties are, in terms of coming 
to some sort of consensus approach on this issue .. Chair Mitchell expressed Utat"it.is not clear that 
under the Stipulation·Ute parties are working towards an approach Utat can be implemented.before 
the next rate case. Witness Junis stated that for Ute purposes of this rate case, Aqua NC and the 
Public Staff are utilizing Ute Public Staff's position as filed in witnessDarden!s testimony. He noted 
Utat on·a going-forward basis, as it states in Ute Stipulation, the parties will work together and in 
good faitlt consider the methodology preferred by Aqua NC witnesses Pearce and Kwikel in terms 
of possibly a leakage per mile or leakage per connection measure, as opposed to Ute percentage 
water loss adjustment preferred by Ute Pllblic Staff. Witness Junis further explained that working 
through the give-and-take of negotiation and working together collaboratively, Ute question will 
be "what do you set as Utat benchmark." He stated Utat it is not real clear exactly what that will 
look like or what Utat will be but that the Public Staff will certainly consider using the 
A WW A water audit methodology. 

The Public Staff Panel verified in response to Chair Mitchell's questions that .Ute parties 
will use Ute information gathered for this rate case. Witness Junis explained that the hope is Utat 
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Aqua NC and the Public Staff would develop a threshold or benchmark. whatever that may be, 
and th_at the threshold or .benchmark: would be agreed upon and possibly reported to the 
Commission prior to Aqua NC's next- rate case, or at least for implementation in Aqua•NC's next 
rate case. Tr. vol. 4, 345-347. 

Based on tlie record, the Commission accepts the agreement of the Stipulating Parties to 
utilize a 15% adjustment for allowable purchased water loss in this case [Line 66]. Further, the 
Commission inslructs the Stipulating Parties to work toward development of a mutually-agreeable 
Standard based upon the methodology for purchased Water systems set forth in Aqua NC's 
Pearce/Kunkle rebuttal testimony for implementation-in the Company's next general rate case, and 
to report on the progress of those efforts to the Commission within nine months of the issuance of 
this Order. Based upon the record in this docket, the Commission does expect Aqu~ NC and the 
Public Staff to come to a consensus recommendation for how purchased water loss will be reflected 
in Aqua NC's next general rate case proceeding. 

Co11/racl Services - Other- Temporary Labor 

Pursuant to Section III, Paragraph III, the Stipulating Parties agree.to an adjustment in the 
amount of$61,225 to contract services- other- temporary labor [Line.67]. 

Joftns/011 Cou11ty Purchased Waler.a11d Sewer Rules 

Aqua NC witness,Gearhart explains that the test year actual volumes of water purchased 
were us_ed for all purchased systems and the most recent vendor pricing was applied to that volume. 

Witness Gearhart explains three different scenarios ·regarding purchased wastewater 
treatment expense. Witness Gearhart states that -for the Company's City of Charlotte purchased 
systems the test year actual volume was used, and'the most recent vendor pricing was applied to 
that volume. He states that charges from Carolina Water Service were adjusted for CWSNC's 2019 
rate increase in Docket No. W-354, Sub 360. Witness Gearhart states' that a new expense for 
sending wastewo~r_ to Johnston County was added in May 2019 and-as a result an adjustment has 
been made to include a full year oflhe Johnston County charge'into the test year. 

Public Staff witness.Darden testifies that Aqua NC requested-an-additional adjustment to 
purchased water expense in the amount of$43,43 I .57'to reflect the impact of a proposed July 2020· 
rate increase for Jo_hnston County purchased water accounts. Witness Darden states that the Public 
Staff does not support this adjustment because the rate increase has not yet been approved 
by the 'Johnston· County Boar9 ·or Commissioners- and is therefore not known and measurable. 
Tr. vol. 4,237. 

In his direct-testimony, Public Staff witness Franklin discusses his review-and the Public 
Staff's recommendations regarding Aqua NC's proposed purchased wastewater expenses and 
pro forrna adjustments. Witness Franklin agrees with Aqua NC's pro fonna adjustments to Aqua 
NC's purchased wastewater expense except for the additional adjustment in the amount of$1-2,868 
proposed in ils purchased wastewater expense update. Witness Franklin sµltes.that the adjustment 
is mad!=-tO reflect an anticipated July 2020 rate increase· from Johnston County for treatment and 
transmission charges for Neuse Colony. Witness.Franklin argues for, the dis!lllowance of the pro 
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fonna adjustment for the Johnston County rate increase because the infonnation is based on an 
email from the Johnston County Public Utilities Director received before-the County Manager and 
the Board of Commissioners had yet approved such rate illcrease. 

Section III,.Paragraph JJJ of the Stipulation states that the Public Staff agrees to withdraw 
its proposed adjustment to the Johnston County purchased sewer rate [Line ·68]' which was 
proposed in the Company's Item 18 update filed April 21, 2020, and has since been confinned by 
the Public Staff. 

During the expert-witness hearing, Comf!lissioner Brown-Bland asked the_-Panel of Public 
Staff witnesses Henry and Junis questions on this issue for clarification. Commissioner Brown
Bland asked whether the. purchased water· rate increase imposed by Johnston- County effective 
July 1, 2020 has been reflected in the agreed upon operating expense for purchased water' in the 
Stipulation. ·Witness Junis responded that for purchased wastewater, it has been but-for purchased 
water, it has not been. He noted_ that thC reason is that, for purchased wastewater, it is not a 
pass-through rate and that it is included in expenses. Witness Junis noted that for purchased water, 
it is a pass-through. He stated that instead of changing the rate design and revenue analysis to 
account for both the pass-through of the rate and also the inclusion in expense, the Public Staff 
requested Aqua NC to file· a pass-through application after·the rate case, so that the purchased 
water rate increase from Johnston County will just be an incremental increase easily. captured in a 
pass-through. Tr. vol. 5, 18-19.1 

Based on the record in this ,docket, the Commission finds it appropriate to .approve the 
Stipulation on the purcJtaSed sewer rate to reflect the c0nfinned rate charged by.Johnston County 
as of July I, 2020. 

Rounding Differe11ce 

Pursuant to Section III, Paragraph KKK ofthe Stipulation, the Company accepts the Public 
Staff's proposed adjustment to rounding difference [Line 6~]. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 9-21 

Long-term Debt Cost, Capital Structure and Rate of Return on Common Equity 

The evidence supporting these findings of fact and ~onclusions is contained in the 
Company's Application and corresponding NCUC Form W-1, the testimony and exhibits of the 
public witnesses, the direct and rebuttal testimony and•exhibits of Company witness'D' Ascend is, 
the· direct testimony of Public Staff witness Hinton, the Stipulation, the additional testimony 
at hearing of Aqua NC witness Beeker and Public Staff witness Henry, and the entire record of 
this proceeding. 

1 The Commission notes in reviewing its dockets that Aqua NC has filed a request to reserve a new docket for 
the purpose of requesting Commission approVB1 of a pass-through of bulk rate purchases which lhe Commis.sion assumes 
will be for the July 1, 2020 Johnston Cowlty purchased water rote increase (See Docket No. W-218, Sub 535). 
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The Stipulating Parties agreed to a settlement of these issues; as reflected in the filing of a 
Stipulation-on July 1, 2020, and in consideration of a number of factors, including the impacts of 
the coronavirus pandemic on customers and the changing.economic conditions. 

The Stipulating Parti~s accepted the following as part of the Stipulation (all references 
are to the lines of Exhibit I to,the Stipulation: 

• the appropriate long-term debt (LTD) cost is 4.21% [Line 3]. The capital structure 
is 50% long-tenn debt and 50% common equity, and 

• the appropriate rate of return on common equity to use in setting rates in this 
proceeding is 9.40% [Line 4]. 

The Stipulating Parties agree that the stipulated capital structure and stipulated levels of 
overall rate ofretumand rates of return on common equity and long-term debt are consistent with 
the requirements ofN.C.G.S. § 62-133. 

Rate of Retur11 on ·commo11 Equity 

The Commission's consideration of the evidence and decision on this issue is set out below 
and is organized into three sections. The first is a summary of the record evidence on rate of return 
on common equity. The second is a summary of the law applicable_.to the-Commission's·decis_ion 
on rate of return on common-equity. The third is an applicatiori of the law to the evidence.and a 
discussion and .explanation of the Commission's ultimate decision on rate of return on 
common equity. 

Summa,y of Record Evidence on Rate of Return on Common Equity 

In its Application and in the direct testimony of Aqua NC witness Dylan D' Ascendis, the 
Company requested approval for its rates to be set using a rate of return on common equity of 
I 0.10%, including adjustments made for .Company size and floatation costs. In his rebuttal 
testimony, witness D' Ascendis increased his recommended rate of return, on common equity to 
I 1.00%.based upon his updated analyses, also including adjustments for size and flotation cost. 
Pu_blic Staff witness Hinton recommended a rate of r_etum of equity of 8.90% if a Consumption 
Adjustment Mechanism or CAM is approved by the Commission, or 9.00% if a CAM is not 
approved by the Commission. For the reasons set forth herein, the Commission finds that a rate of 
r~tum on common equity of 9.40% is just and reasonable. 

The results derived from witness D' Ascend is' analyses in his direct and rebuttal testimony 
and witness Hinton's analyses in his direct testimony are.as follows: 
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Summary of D~Ascendis' and Hinton's Common Equity Cost Rate Analyses 

D'AStendis D'Ascendis 
Direct Rebuttal Hinton Direct 

Discounted Cash,Flow Model 8!81% 9.07% 8.60% 
Risk Premium Model 10.21% 10.56% 9.40% 
Caoital Asset Pricine:·Model 9.35% 10.67% n/a 
Cost of Equity Models Applied to 

Comparable Risk, Non-Price 
Reo11Jated ProYV Grouo 11.29% 11.28% n/a 

Indicated'C0mmon Eql.Jity Cost Rate 
Before Adiustments 9.80% 10.75% 9.00% 

Size Adiustment 0.20% 020% n/a 
Flotation Cost Adiustment 0:07% 0.05% n/a 

• ConSuniotion Adiustrnent Mech. n/a n/a (0.10%) 
RoundUo 0.03% n/a n/a 
Indicated Common Equity Cost Rate 

after Adiustments 10,07% 11.00% 8.90% 
Recommended Common Equity.Cost 

Rate after Adiustments - IO.l0% 11.00% 8.90% 

Direct Testimony of Dylan W. D'Ascendis (Aqua NC) 

Company witness D' AScendis recommended in his direct testimony a rat~ of return on 
common equity of I 0.10%. This l 0.10% Wa!:i based upon his indicated cost of common equity of 
9.80%, a recommended.size adjllstment of0.20% (as compared with the members of his Utility 
Proxy Group), and a recommend_ed flotation adjustment of 0.07%. He rotinded up, his cost' of 
common equity with lhese adjustments to 10.10%. Tr: vol. 2, 31. 

Witness D' Asce_ndis' recommendati<;m.was based upon his-Discounted Cash Flow (DCf'.) 
model, his Risk Premium Model (RPM), and his Capital Asset Pricing Model (CAPM), 
applied to market data of a prQxy group of an initial .proxy group.of six publicly-trad~d water 
compariies that, in his rebutt3ltestimony,.he increased to.seven-publicly-traded water companies 
(Utility Prnxy Grnup). He also applied the DCF, RPM, and CAPM to a,proxy group of domestic, 
non-price. regulated companies (No-Price· Regulated Proxy• Group) which. -he desqribed as 
comparable in total-risk to the Utility Proxy Group. 

Witness D' Ascendis testified he used the _single~stage constant growth DCF model. He 
testified his unadjusted· dividend yields are based -on the proxy companies' dividends ,as of 
October 18, 2019, divided by lhe average Of-closing market prices for the 60 trading days.ending 
October 18, 2019.1 He made an adjustment to the dividend yield.because dividends are paid 
periodicaUy, usually quarterly. 

1 SeeScheduleDWD-3,page l,column I. 
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For witness D' Ascendis' direct testimony DCF growth rate, he testified he used only 
analysts_' five-year forecasts of earning per share (EPS) growth. He testified the mean result of his 
application of the single-Stage DCF model is 8. 7 3 %, the median result is 8.88%, and the average 
of the two is 8.81% for his Utility Proxy Group. Id at-44. 

Aqua NC witness D' Ascend is used two risk ;premium. methods. He testified his first 
method is ihe Predictive Risk Premium Model ( PRPM), while the second rriethod is an RPM 
using a·total market approach. He testified that the inputs to his PRPM·are the historical retu_ms on 
the common shares ofeach·company in the Utility Proxy Group minus-the historical monthly yield 
on long-tenn U.S. Treasury securities through September 2019. He. testified he added lhe 
forecasted 30-year U.S. Treasury Bond yield, 2.64%, to each company's PRPM-derived equity 
risk premiwn to arrive at arr indica~d cost of common equity. He testified his direct testimony 
mean PRPM indicated,common equity cost rate for the Utility Proxy Group is 11.30%, the median 
is 10.38%,.and the average of the two is· 10.84%. Jd. at 47. 

Witness D'Ascendis testified his total market approac_h RPM adds a prospective public 
utility bond yield to an average of' (I) an equity risk premium that is derived from a.beta
adjUSted total market equity riSk premium, and (2) fill equity riSk premiwn based on the S&P 
Utilities Index. Ht;': calculated-his adjusted prospective·bond yit;':ld. for lhe Utility. Proxy .Group to 
be 4.01%, and the,average equity risk premium in his direct testimony to be·5.38% resulting in 
risk-premium derived common equity io be 9.39% for his RPM- using his total market approach; 
Id. at 57, 

To defennine the results of his risk premillm method, he,testified that in his direct testimony 
he averaged the PRPM result of 10.84%-and 'the RPM results of 9.39%,.and·the indicated cost-of 
equity from his risk premium method was 10.12%. Id. 

For-his CAPM; witnes·s D' Ascendis testified he applied both the traditional CAPM and the 
empirical CAPM (ECAPM) to the companies.in his Utility Proxy Group and averaged the results. 
For his CAPM beta coefficient, he conSidered two methods of calculation: the average of the Beta 
coefficients of the_ Utility Proxy Group·companies reported by Bloomberg Professional Services, 
and the average of the Beta coefficients of the Utility·Proxy Group companies as reported by Value 
Line resulting in a mean beta-of 0.64. and a median,beta of 0_.63. Id. at 61. 

Witness D' Ascendis testified-that the risk-free rate adopted for both applications of the 
CAPM is 2.64% .. This risk-free rate of2'.64% is based on the average of the Blue Chip consensus 
forecast of the expected yields on 30-year U.S. Treasury bonds for the six quarters ending with the 
firs_t calendar quarter of 2021, and long-tenn proje_ctions for the years 2021 to 2025 and 2026 to 
2030. Id. at 62: 

·witness D' Ascendis_stated that he used'three sources of data to detennine the risk premium 
in-his CAPM: historical (Ibbotson), Value Line, and Blo6mberg, that._when-averaged,.result in an 
average total market equity risk premiwn of 9.87%. He testified that the mean result of his 
CAPM/ECAPM analyses is 9.39%, the,median is 9.31%, and the·average of the mean and median 
is 935%. Id. at 64. 
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Witness D' As~ndis also selected 10 domestic noh-price regulated companies .for his 
Non-Price Regulated Proxy Group that he believes are,comparable-in·total risk.to his Utility Proxy 
Group. He calculated common equity cost rates using the DCF, RPM, arid CAPM for the Non-Price 
Regulated Proxy -Group. His direct testimony DCF result was 11.63%, his RPM cost rate was 
11.41%, and•his CAPM/ECAPM cost rate was 10.44%. Tr. vol>2, 68. 

Witness D' Ascendis also made a 0.20% equity cost rrite adjustment due to Aqua NC's small 
size relative io the Utility•Proxy Group. He testified that the.Company has greater relative risk than 
the average company in the Ut_ility Proxy Group_ because, of its smaller size compared with the 
group;·as measured by an estimated inarket capita1izationof common equity for Aqua NC (whose 
common stock is not publicly-traded). 

Direct Testimony of Public Staff Witness Hinton 

Pllblic Staff witness Hinton recommeqded a rate of return of equity of 8;90% if a CAM- is 
approved by the Commission, or 9.00% if a CAM. is-not approved by the Commission. 

Witness Hinton testifie_d that, according to the April 2020 Mergent Bond Record, Moody! s 
index yields on long-term "A" rated public utility.bonds as of April 2020 were 3.50% as compared 
to 4.37% at December. 18, 2018, which is.the date the,Commission issued the,Sub 497 Rate Case 
Order, Setting cost of equity at 9.70%. Witness Hinton further.testified that the difference increased· 
to 113 ba&is points when.compared the averagl_? 4.63%_yield observed during January _2014 at the 
time of settlement in Docket No. W-218, Sub 363'. He further testified.that the substaritial decrease 
in long-term bond yields since the last rate case iS notfodicative,of an increase· in financing costs 
for utilities; rather, it'portends a lowering.of financing costs for long-term capital. 

WitrJ.ess Hinton stated that the mu~h lower current interest' rates and stable inflationary 
environment of today indicate. that borrowers are paying less for the time value of money. He 
testified that-this is significant since utility stocks and utility capital costs are highly interest rate
sensitive relative to most industries. Furthermore,.given that investors often view pu~hases·ofthe 
common stocks of utilities·as substitutes for fixed income-investments, the·.reductions in iriterest 
rates observed over the pa.st ten years or more has para1leled the decreases in investor required 
rates·ofretum on common equity. 

Witness Hinton·testified that he generally does·not rely on interest rate forecasts. Rather, 
he believes-that relying on current interest rates, especially-in relation,to yields on lohg-terrti-bonds, 
is more appropriate.for ratemaking in-that.it iS·reasonable to expect that as investors are pricing 
bonds, they are.based on expectations on future interest rates, inflation rates, etc. He testified that 
while he·has a healthy respect for forec_asting, he is aware of the risk of relying Qn predictions of 
rising.interest rate cases. He presented a case that.can.be observed in·the testimony of.Company 
witness Aherp. in the 2013 Aqua NC rate case. In.that case, witness Ahem identified several·point 
forecasts of30-year Treasury Bond yields that were predicted· to r_ise to 4.30% in 2015, 4.70% 
in 2016, 5.20% in 2017, arul'5.50% for 2020 through 2024. He presented a graph of JO-Year US 
Treasury Bonds yields which showed in 2016 the,range was approximately 2.50% to 3.10%, and 
in 201 Tthe range was approximately 2.25% to 3.10%. Tr. vol. 4, 140:..41. Witness Hinton testified' 
that he had· similar concerns with overestimated forecasts in Witness D'Ascendis Rebuttal 
Testimony ln the Docket No. W-218, Sub 497, wQere the ~lue Chip Consensus Forecasts predicted 
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the 30-year Treasury Bonds would·rise to·J.79% by the fourth quarter of 2019, though, according 
to the Federal Reserve, the highest observed yield on 30-year Treasury Bonds for the fourth quarter 
of2019 is'2.43%, a forecast error of 127 basis points. Id. 

Witness Hinton testified he used the DCF .model and the RPM ·to determine the cost of 
equity for the Company. He testified that the DCF model is a method of evaluating the expected 
cash.flows from an°investment by giving-appropriate consideration to the time value of.money. 
The.DCF model is•based on the theory that the price of the.investment will equal the discoooted 
cash flows of return. The return to an cqriity investor comes in the form of expected future 
dividends and price appreciation. He testified ·that as the new price will again be .the sum of the 
discounted cash flows, price appreciation 'is ignored, and attention is focused on the expected 
stream of dividends. 

Witness Hint9n testified that he applied the DCF method to a comparable group of water 
utilities followed·by the Value line Investment.Survey (Value Line). He testified that the standard 
edition of Value Line covers eight water companies. He excluded Consolidated Water Co. because 
of its significant overseas operations. 

Witn_ess'Hinton,·calculated the ~ivjdend yield component ofthe.DCF by using the.Value 
Line estimate of dividends to be declared over the next 12 months diVided.by the prit:e of the stock 
as reported in the Value Line Summary and lnde~ sections for each week of.the .13-weekperjod 
February 14, 2020'-through May 8, 2020. He testified.that a 13-week averaging period-tends-to 
smooth out Short-term variations in-theistock prices. This process resulted-in an ~verag¢ dividend 
yield of 1.70% for-his proxy group of seven water utilities. 

To calculate the eXpected gn::,wth rate·cornponent of the D_CF, P~blic ~taffwitness•Hinton 
employed the_growth rates_ofhis proxy group in EPS, dividends.per share,(DPS), and book value 
per share (BVPS)·as reported in-Value Line over the past teq and five years~ He al~o employed the 
forecasts of the growth rates of his proxy group in EPS, DPS, and_J3VPS as reported in Value Line. 
He testified that the historical and forecast growth-rates are prepared by anatysts·ofan independent 
advisory service that is widely available to inv~stor$ and sho_uld also provide an estimate of 
investor expectations. H~ testified that-he ihcluded both historical known growth rates and forecast 
growth rates, because it is reasonable to expect that investors consider both sets of data-in-deriving 
their expectations. 

Witness Hinton incorporated the cons~nsus·ofvarious analysts' forecasts·offive.,.year EPS 
growth rate projections as reported in Yahoo Finance. He. testified that the dividend· yields ·and 
growth rates. for each of the companies and for the average for his comparable proxy group are 
shown in Exhibit :JRH-4. 

Witness Hinton concluded based upon his DCF ~alysis that a reasonable expected 
dividend yield is 1.70% with an expected growth'rate·of 6.40% to 7 .40%. Thus, he,testified·that 
his DCF analysis produces. a co_st of common equity for his comparable· proxy group of water 
utilities of8.10%to 9.10%. Tr. vol. 4, 1-51. 
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Witness Hinton testified that the equity risk premium method can be defined as the 
difference between the expected return on ~ common stock and the expected return on a debt 
security. The differential between the two rates of return are indicative of the·return investors 
require in order to compensate them for the additiona1 risk involved with an investment in the 
Company's common stock over an invcstm~nt in the Company's bonds that involves less risk. 

Witness Hinton _testified that his method relies on.approved returns on common equity for 
water utility companies from various public utility commissions- as reported in a RRA Water 
Advisory,. published by the Regulatory Research Associates, Inc. (RRA). a group within S&P 
Global Market Intelligence (RRA Water Advisory). In order _to estimate the ielationship with a 
representative cost of debt capital, he regressed the average annual allowed equity returns with the 
average Moody's A-rated yields for Public Utility bonds from 2006 through 2020, His regression 
analysis, which incorporates years of historical data, is combined with recent monthly yields to 
provide an estimate of the current cost ofcommon equity. 

Witness Hinton testified that the use of a1lowed returns as the basis for the expected equity 
return has two strengths over other approaches that involve various models that estimate the 
expected equity return on common stocks and subtracting a representative cost of debt. He stated 
that one strength of his approach is that authorized returns on ,equity are genera1ly arrived at 
through lengthy investigations by various parties with opposing views on the rate of return required 
by investors. He testified that it is reasonable to conclude that Qie approved· allowed returns are 
,good estimates of the cost of equity. 

Witness Hinton testified that the summary data of risk premiums shown on his Exhibit 
JRH-5, page I of 2, indicates that the average risk premium is 5.05% with a maximum premium 
,of5'.97% and m_inimum premium of3.73%, which when-combined with the.last six months of 
Moody's A-rated utility bond yields produces yields with an ave~ge cost of equity of 8.40%, a 
·maximum .cost' of equity of 9.32%, and a minimum cost of equity of'7.08%. He performed a 
statistical regression analysis as shown on Exhibit JRH-5, page 2 of 2 in -order to quantify the 
relationship of allowed equity returns and bond costs. He testified that applying the allowed returns 
to the current utility bond cost of 3.35%,, resulted 'in a cost of equity estimate using the risk 
premiu·m method of9.40%. Tr. vol. 4, 153-154. 

Witness Hinton· concluded'that based on all of the results of his DCF model that indicate a 
c9st.:of equity '8.60%, and the .risk premium model that indicates a cost of equity of 9;40%, he 
determined that the .investor required rate of retum on common equity for Aqua NC is between 
8.60% and 9.40%. He concluded that 9;00% without the CAM, or 8.90% With the CAM is· his 
single best estimate of the Company's cost of common equity. Jd. at 156. 

Witness Hinton testified as to the reasonableness of his· recommended return, that he 
considered the.pre-tax interest coverage ratio produced by his cost estimates for the cost of equity. 
He. testified that based on his ·recommended capital -structure, cost of debt, and equity return of 
8.90%, the pre-tax interest coverage ratio is approximately 3.7 limes. He testified that this tax 
interest coverage should-allow Aqua NC to qualify for a single "A" bond rating. Jd. at 157; 
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Witness Hinton testified that his recommended rate of return on common-equity takes into 
consideration the impact of the water and sewer system improvement charges pursuant to 
N.C.G.S. § 62-113'.12 on the Company's financial risk. He testified that these improvement 
charges are seen,by debt and·equity investors as Supportive regulation that mitigates business risk. 
Witness Hinton Statedlhat he believes.that this mechanism is noteworthy and is supportive of his 
8.90% rate,ofretum on common equity recommendation. 

Witness Hinton testified that it is not appropriate to add a risk premium to the cost of equity 
duet~ the size,ofthe company. He testified that from a regulatory,policy perspective,,ratepayers 
should not be requi~d to pay higher rates because they are l9cated•in the frar!diisc area of a utility 
.of a size which is·-arbitrarily considered to be.small. He further testified if such adjustments were 
routinely ci.llOwed, an incentive would exist for large existing utilities to form ·subsidiaries when 
me_rging or even to split-up into-subsidiaries·,to obtain:higher a11owed:returns. He further testified 
that Aqua-NC. operates in a franchise environment that insulates the Company from competition 
and· it operates with procedure,$ in place that allow for rate adjustments for eligible capital 
improvements, cost increases, and other unusual circumstances that impact its earnings. Witness 
Hinton.observed that Aqua NC is owned IOO¾ by Essential Utilities. A potential investor cannot 
purchase Aqua·-NC stock. All Aqua NC paid in equity capital is,fofused by Essential Utilities. 

Rebuttal Testimony of Comparl)' Wilness D 'Ascendis 

In his rebuttal testimony,,Company·witness D'Ascendis amended his reco_mmende"d cost 
Of equity tO.increaSe to I 1.90% for Aqua NC. Witness D~Ascendis disagreed with witness.Hinton 
tliat an 8.90% common equity rate is appfopriate for Aqua NC. Tr. Vol. 8,257. Witness D' Ascehdis 
also disagreed _with witness Hinton's exclusion- of the CA.PM and .comparable earnings model 
(CEM); both of which witness Hinton used as a check on his DCF and RPM in AquaNC's previous 
Sub 497 case proceeding. According to witness D' Ascendis, both the academic literatl)re • and the 
Commission support the use of multiple-models in determining a rate of return on·common equity. 
Witness D' Ascendis then attempted to supplement ·what would have been witness- Hinton's 
_analysis with a CAPM and CEM, which.indicated_· results.of 10.90% and 10.60%,- respectively. Id. 
at_270-72. 

Witness D'Ascendis·objected to witness Hinton's DCF analysis and he also took issue with 
witness Hinton's use of historical growth rates •in EPS, DPS and BVPS as. well as his use Of 
projected groW1h rates in DPS and BVPS. He,asserted that it is appropriate .to rely exclusively 
upon security analysts' forecasts ofEPS growth,rntes in a DCF.analysis for multiple reasons. 

Witness D'Ascendis also diSagreed with witness Hinton'.s application of his RPM because 
of his use of annual average authorized returns on equity for water corripanies instead Of using 
individual cases and his·use ofcurrent_'interest rates instead of projected interest rates. According 
to witness D'AsCCndis, using current or historical measures, such as interest rates, are 
inappropriate for cost of capital,a":nd ratemaking purposes. 

In ad_dition, witness D'Ascendis disagreed with witness Hinton on·risk due to size. Witness 
D~Ascendis emphasized that smaller companies are less able to,cope with signifii:ant events which 
affect sales, revenues and earnings. As examples, Witness D'Ascendis indicated that smaller 
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companies face more exposure to business cycles and economic conditions, both nationally and 
locally; that the'loss of revenues from a few l!i.rge custorilers would'have a far greater effect on a 
small company than on a larger ·company with a more diverse customer base; and that smaller 
companies are generally less diverse in their operations and have less financial flexibility. 
According to Witness D' Ascendis, consistent with the,fi_nancial principle of risk and return in his 
direct testimony, such increased risk due to small size.must be tak.en·into account in the allowed 
rate of return on common equity. 

Witness D' Ascendis testified that witness Hinton's corrected cost of common equity 
analysis results in a common equity cost rate of 10.05% for witness Hinton's comparable group of 
water, utilities before adjustment for Aqua NC's increased riSk due to size relative to the proxy 
group. Tr. vol. 8, 285) 

Law.Governing the Commission's Decision on Rate of Return on-Common Equity 

Rate.of return On common equity~ also referred to as the cost of equity capital, is·often one 
of the most contentious issues to be addressed in a rate case. In the absence of a settlement agreed 
to by all parties, the Commission must exercise its independent judgment and, arrive at its own 
independent conclusion,as tb all matters at issue, including the rate'of return on equity. See, e.g., 
State ex rel. Utils. Comm'n v. Carolina· Utils. Customers Ass'n, 348 N;C. 452~ 466,500 S.E;2d 
693, 707 (1998). In order to reach an appropriate independent conclusion regarding the rate of 
return on equ_ity, the Commission should. evaluate the available evidence, particularly that 
presented by conflicting expert witnesses. State ex rel. Utils. Comm'n v. Cooper, 366N.C. 484, 
491-93, 739 S.E.2d 541, 546-47 (2013) (Cooper !). In this case, the evidence relating to the 
Company's cost of equity capital was presented by Aqua NC witness D~Ascendis and Public Staff 
witness Hinton. No rate of return on common equity expert evidence- was presented by any 
other party. 

The baseline for establishment of an appropriate rate of return on common equity is the 
constitutional constraints established by the decisions of the United States Supreme Court in 
Bluefield Water Works & Improvement Co., v. Pub. Serv. Comm'n ofW. Vo., 262 U.S. 679 (1923) 
(B/11efield), and Fed. Power Comm 'n v. Hope Natural Gos Co., 320 U.S. 591 ( I 944)(Hope) which, 
as the Commission has previously noted, establish that: 

To fix rates that do not allow a utility to recover its ·costs, including the cost Of 
equity capital, would be an unconstitutional taking. In assessing the impact of 
changing economic conditions on customers· in setting an ROE, the Commission 
must still provide the public utility with the opportunity, by sound management, to 
(I) produce a fair profit for-its shareholders, in view of current-economic conditions, 
(2) maintain its facilities and service, and (3) compete in the marketplace for capital. 

DEC Sub 1146 Order at 50; see also State ex rel. Utils. Comm'n v .. Gen. Tel. Co., 281 N.C. 318, 
370, 189 S.E.2d 705, 738 (1972) (General Telephone). As the North Carolina Supreme Court held 
in General Telephone, these factors constitute ''the test of a fair rate of return declared" in Bluefield 
and Hope. Id. 
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The rate of returri on common equity is, in fact, a cost. The return that equity investors 
require represents the cost to the utility of equity capita.I. 

[T]he cost of capital to the utility is synonymous with.the investor's return, and the 
cost of capital is .the.earnings which must be generated -by the investment of that 
capital in order to pay its pri_ce,,that.is, in order to meet the investor's required rate 
of return. 

Morin, Roger A., Utilities' Cost of Capital 19-21 (Pu_blic Utilities Reports, Inc. 1984). "The 
term 'cost of capital' may [also] be defilled as the annual percentage that a utility must receive to 
maintain its credit, to pay .a return to the owners of the.enterprise, and to ensure the attraction of 
,capital in amounts adequate to meet future needs." Phillips, Charles F., Jr., The Regulation' of 
Public Utilities (Public Utilities·Reports, Inc. 1993), at 388. 

Long-standing decisions of the North Carolina Supreme Court have recognized that the 
Commission's subjective judgment is a necessary part of determining the authorized rate of return 
on common equity. State ex rel. Utils Comm'n v. Public Staff-N. Carolina Utils. Comm'n, 323 
N.C, 481,490,374 S.E.2d 361,369 (1988) (Public Staff). Likewise, the Commission has observed 
~ much-in exercising its duty to determine the rate ofretum,on commofl'equity, noting'thatsuch 
determination is not made by application of any one simple mathematical formula: 

Throughout all of its decisions, the [United States] Supreme Court 
has formulated no specific rules for determining a·fair rate ofretum, 
but it has enumerated a-number of guidelines. The Court has made 
it clear that,confiscation of property must be avoided, that no one 
rate can be.considered fair at all times and that regulation does not 
guarantee a fair return. The Court also has consistently stated that a 
necessary prerequisite for profitable operations is efficient and 
economical management. Beyond this is a list of several factors the 
commissions are supposed to consider in making their Decisions, 
but no weights,have been assigned. 

The relevant .economic criteria enW1ciated by the Court are three: 
financial integrity, capital attraction and comparable earnings. 
Stated·ahother way, the rate of return allowed a public utility should 
be high enough: (l) to maintain the financial integrity of the 
enterprise, (2) to enable the utility to-attract the new capital it needs 
to serve the public, and (3) to provide a return ,on common equity 
that is commensurate with returns on investments in other 
enterprises of corresponding ri~k .. These three economic criteria are 
interrelated and have been used widely for many years·by regulatory 
commissions throughout the country in determining the rate of 
return allowed public utilities. 

ln reality, the concept of a fair rate of return represents a "zone of 
reasonableness." As explained by the Pennsylvania commission: 
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There is ·a .range of reasonableness within whi9h 
eamin~ may.properly _fluctuate an~ still b~ qeef!_led 
just and reasonable and not excessive or extortionate. 
It is bounded at one 'level by investor interest against 
confiscation and the need for averting any threat to 
the. -security for the capital -embarked upori the 
enterpris_e. At the other level it is bounded by 
conswner interest against excessive and 
unreasonable.charges for Service. 

As long as the aJlowed return falls within this zone, therefore, it is 
just and reasonable .... It is the task of the comniissions to translate 
these-generalizations into quantitative terms. 

Charles F. Phillips; Jr., The Regulation of Public Utilities, 3d ed. 1993, pp. 381-82. 
(notes orriitted) 

Order Granting General Rate Increase, Application of Carolina Power & Ljght Company, dlbla 
Progress Energy Cai-olinas, ./nc,, for Adjlistment of-Rates and Charges Applicable to Electric 
Utility Service in North Carolina, No. E-2, Sub.1023, at 35°36 (N.C.IJ:C. May 30, 2013), ajf'd, 
State ex rel. Utils. Comm'n v. Cooper, 361 N.C. 444, 761 S.E.2d 640 (2014)(2013 DEP Rate Case 
Order) (additions and omissions after the first quoted paragraph in original). 

Moreover, in setting rates the Commission must not-only adhere to the dictates of both the 
United States and North Carolina Constitutions, but,, as has been held by the North Carolina 
Supreme Court, it must set rates as low as possible consistent With constitutional law. Public Staff. 
323 .N.C. 481, 490,.374 S.E.2d 36i, 370 (1988). Further, the North Caroljna General Assembly 
has provided that the Commission must also set nites empl(?ying a Tilulti"'element formula set forth 
in N.C.G.S. § 62-133. The fommla requires consideration of elements b~yondjusftherate of return 
on common equity element, and it inherently necessitates that the Commission make many 
subjective detenninations, in addition to the.Subjectivity required to detennine the rate of return 
on common equity:The s1,1bjective decisions the CommiSsion must make as to each of the elements 
of the fonnula can and often.do have multiple and varied impacts on all of the othef elements of 
the .formula In other words, the fonnula elements are intertwined and often interdependent in their 
impact to· the setting of just• and· reasonable rates. 

The fixing of a rate-of return.on ·the·cost of property used and useful to the .proVision of 
service·(as determined through the end of.the historic 12-month test-period prior to the proposed 
effective_.date ofa requested ch.,mge.in-rates, and.adjusted for,proven changes occurring.up to the 
close of.the expert witness hearing) is but one of-several interdependent elements of the; statutory 
fonnula to be used in setting just-Wid reasonable rates. See'N.C.G;S. § 62-133. North Cai'oliqa 
General Statute § 62-l 33(b )( 4)-provides in pertinent part that the Commission shall: 

Fix sµch rate of.return on the cost,ofthe property ... as wilJ,enable the,public utility 
by sound management·[!] to produce a·fair return for its shareholders, considering 
changing economic conditions and other factors .... [2] to maintain its f3.ciliti~·and 
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services in accordance with the reasonable requirements of its custoiners in the 
territory covered by its franchise, and [3] to compete in the market for capital funds 
on terms that are reasonable and that are fair to its customers and to its existing 
investors. [Emphasis added.] 

The North Carolina Supreme Court has interpreted the above-emphasized language as 
requiring the Commission to,make findings regarding the impact of changing economic conditions 
on customers when determining the proper rate of return on common equity for a public utility. 
Cooper 1, 366 N.C. at 495, 739 S.E.2d at 548. The Commission must exercise its subjective 
judgment so as to balance two competing rate of return on common equity-related factors-the 
economic conditions facing the Company's customers and·thc Company's·need to attract equity 
financing on reasonable tenns in order to-continue providing.safe and reliable serv_ice. ion DEP 
Rate Case Order at 35-36. The Commission's detennination in setting rates pursuant to 
N.C.G.S § 62-133,.which includes the-fixing of the rate ofreturn on coffimon·equity, always talces 
into account affordability,of public utility service to the using.and consuming public. The impact 
of changing economic conditions on customers is embedded in .the testimony of expert-witnesses 
regarding- their analyses.of the rate of return ·on common equity using various economic models 
widely used and accepted- in utility regulatory rate-setting proceedings. 2013 DEP Rate Case 
Order, at:38. Further, 

[t]he Commission always places primary emphasis on conswners' ability to pay 
where economic conditions are difficult. By the same token, it places the same 
emphasis on consumers' ability to pay when economic conditions are favorable as 
when the unemployment rate is low. Always there are customers facing difficulty 
in paying- utility bills. The Commission does not grant· higher rates of return on 
common equi_ty when. the general •body of ratepayers 'is in a better position to pay 
than at other times .... 

Td. at'37. Economic conditions existing.during the modified test year, at the t_ime of the public 
hearings, and at the dat~ of the issuance of the Commission's order setting rates ·will .affect not 
only the ability of the utility's customers to pay rates,.but also-the ability of the utility to earn the 
a1,1thorized r.ite of return during the period the new rates will be in effect. However, in setting the 
rate of retuni, just as the-Commission is-constrained to address the impact of difficult economic 
times .on customers~ ability to .pay for·service by establishing a lower rate of return on common 
equity in isolation from the many·subjective detenninations that must be made in a general rate 
case, it likewise is constrained to address the effect of regulatory Jag1 on the Company by 
establishing a higher rate of return on common equity in isolation. Instead, the Commission sets 
the rate of return considering both of these negative impacts taken together ill its ultimate decision 
fixing a utility's rates. 

Thus, in summary and in accordance with the applicable law, the Commission's duty und~r 
N.C.G.S. § 62-133- is to.set rates as low as reasonably possible to the·benefit of the customers 
without impairing the Company's ability to attract the capital needed to provide reliable electric 

1 Regulatory lag exists where a utility's realiz.ed, earned retwn is Jess than its authorized return negatively 
affecting the shareholder's return on investment as other expenses and debts owed are paid ahead of investor retwn. 
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service and recover its cost of providing service. The Commission is guided by this premise when 
it makes it determination of the appropriate rate of retum on common equity. 

It is against this backdrop of overarching principles that the Comrriission analyzes the 
evidence presented in this case. 

Discussion and Application of Law to the Facts in, this Case Regarding the Issue of Rate of 
Return on Common Equity 

The Commission has carefully evaluated ,the testimony of CWSNC witness D' Ascendis 
and Public Staff witness Hinton. The resulµ; of each of the models or methods used by these two 
witnesses to derive the rate of return on common equity that each witness recommends is 
shown below: 

Summary ofD'Ascendis' and Hinton's Common Equity Cost Rate Analyses 

D'Ascendis D'Ascendis 
Direct Rebuttal Hinton Direct 

Discounted Cash Flow Model 8.81% 9.07% 8:60% 
Risk Premiwn Model 10.21% 10.56% 9.40% 
Caoital Asset Pricing Model 9.35% 10.67% n/a 
Cost of Equity Models Applied to 

Comparable Risk, Non-Price 
ReP:ulated Proxv Grouo 11.29% 11.28% n/a 

Indicated Common Equity Cost Rate 
Before Adiustments 9.80% 10.75% 9.00% 

Size Adiustment 0.20% 0.20% n/a 
Flotation Cost Adiustment 0.07% 0.05% n/a 
Consunmtion Adiustment Mech. n/a n/a (0.10%) 
RoundUo 0.03% n/a n/a 
Indicated Common Equity Cost Rate 

after Adiustments 10.07% 11.00% 8.90% 
Recommended Common.Equity Cost 

Rate after Adiustments 10.10% 11.00% 8.90% 

The range of these results is 8.90% to. 11.00%. Further, underlying the low-result of 8.90% 
is a range of 8.10% to 9.10%, according to witne_ss Hinton's testimony concern_ing his application 
of theDCF. Similarly, underlying the high result of 11.00% is a range of 8.60% (DCF) to 11.29% 
(Cost of Equity models applied to witness D' Ascendis' non-price regulated proxy group). Such a 
wide range of estimates by expert witnesses is not atypical in,proceedings before the Commission 
with respect to the rate of return on common equity issue. Neither is the seemingly endless debate 
and habitual differences in judgment arpong expert witnesses on the virtues of one model or 
method_ versus another and how to best determine and measure the required inputs of each model 
in representing the interest of their intervening party. Nonetheless, .the Commission is uniquely 
situated, .qualified and required to use its impartial judgment to determine· the rate of return on 
common equity based on the testimony and evidence' in this proceeding in accordance with the 
legal guidelines,discussed above. 
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In so doing. the Commission finds and concludes that the direct testimony results of 
Company witness D'Ascendis (without adjustment) of 9.80% and the DCF and risk premium 
analysis testimony of Public Staff witness Hinton (without adjushnent) of 9:00% are credible, 
probative, and ~ entitled to substantial weight. Coincidentally, ,the stipulated, 
Commission-approved: rate of return on common equity of 9.40%, which iS the average of the 
unadjusted direct analyses of Company witness D' Ascend is and Public· Staff witness Hinton, 
represents a balance of company and customer interests. 1 

Having detenni[led that the appropriate· rate of retum_,on common equity based upon the 
evidence in th_is proceeding is the stipulated return of9.40%, the Commission notes that there was 
considerable discussion during the hearing concerning the authorized returns on equity _for water 
utilities in other jurisdicti_ons. While the Commission has relied,upon the record in.this proceeding 
and is certainly aware that.returns in other jurisdictions can be influenced by many factors; such 
as ·different capital' market conditions ·during different periods of time, settlements versus .full 
litigation, the Commission concludes that the rate of return on common equity trends and decisions 
by other regulatory authorities deserve some weight as (1) they provide a check or·additional 
perspective on the case-Specific circumstances; and (2) the Company must compete with oth·er 
regulated utilities in the capital markets, meaning_that a rate Of return significantly lower than that 
approved f()r other utilities of comparable risk would undermin.e the Company's ability to raise 
necessary·capital, while.a rate of return significantly higher than.other utilities of comparable risk 
would result in customers paying more ilian necessary. Hinton Exhibit 5, which shows R,RA Water 
Advisory data-showing approved rate of return. on common ·equity- decisions for water utilities 
across the country .since 2006 is helpful. According to this exhibit, the average rate of return on 
common eq-uity for wafer utilities was 9.59% in 201'4, 9.76% in 2015, 9.71% in 2016, 9.56% in 
2017, 9,41% in 2018,.9.37% in 2019, 3Ild in the cases.reported in 2020theaverage is 9;27%. Thus, 
the stiptilated,·COmffiission-approved rate of retUl'J} op common equity-of9:40%-is also consistent 
with recent authorized.returns for water utilities based upon the evidence in this proceeding. 

These factors lead the commissioTI" to .conclud~ that a 9.40% rate.of return on common 
equity is supported by the substantial weight of the evidence·in this.proceeding. However, to meet 
its:obligation in·accord with.the-holding in Cooper I, the Commission will next address the impact 
of changing economic conditions on customers. 

In this case, all -parties haci the opportunity fo. present the·-Comrnission with evidence 
concerning changing economic- condi(ions as they affect' customers; iricluding in light of the 
significant hwnan and economic impact posed ·by ·the COVID-19 pandemic. The testimony of 
witnesses D' Ascendis and Hinton, which the Commission finds entitled. substantial weight, 
addresses changing econoffiic·conditions. 

As to the impact Of changing economic conditions on Aqua NC's customers; Public Staff 
witness H!nton. testified he reviewed-infonnation on the economic conditions· in the areas·served 

1 The Commission notes that the Stipulation does not provide any indication as to how Aqua NC and tlie 
Public Staff actually derived thCir agrced•to 9.40% rate ofretwn on common equity. Thus, lbe Comrriis.sion,_ by noting the 
reFercnce.d "coincidence,'' does n9t infer that the Stipulating Parties' based their settlement on an average and~ no such 
opinion in Ibis case. The Commission's observation merely supports its independent determination lhnt the stipulated 9.40% 
rate oFI'Cwm on common equity is reasonable and opproprirue for.adoption in_ this case. 
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by Aqua NC, specifica11y, the 2014, 2015, 2016, 2017, and 2018 data on total personal income 
from the Bureau of Economic Analysis (BEA) and the Development Tier Designations published 
by the North Carolina Department of Commerce for the counties in which Aqua NC's systems'are 
located. The BEA data indicates that from 2017 to 2018, total personal income weighted ·by the 
number of water customers by county grew at a'compound annual growth rate (CAGR) of 5:00%, 
which is slightly lower than Hie rate of 5.50% for the whole State, and that from 2014 to 2018, 
total personal income.by county grew by 18.00%, which is slightly lower than the rate of20:30% 
for the whole State. 

Witness Hinton testified the North Carolina Department of Commerce annuaJly ranks the 
State's 100 counties based on economic well~being_and assigns each a Tier designati_on. The most 
distressed counties are rated a "I" and the most prosperous counties are rated a "3". The rankings 
examine several economic measures such as, household income, poverty rates, unemployment 
rates,,population growth, and per-.cupita_·property tax base.·The nverage Tier ranking that has been 
weighted by the number of water. customers by county·is 1.80. For the years 2016 through 2020, 
the average Tier·ranking was 2.10 for the counties in the areas served by Aqua NC and, in each 
,year, the average was higher than the state average. Witness Hinton testified that these economic 
measures indicate that Aqua NC's service areas has experienced stable economic-conditions until 
the recent COVID pandemic. 

Wibtess Hinton testified that, while it is too early to.tell its full impacts, the COVID-19 
pandemic has led to an increase in unemployment throughout the State. The North Carolina 
Department of Commerce issued a press release on April 29, 2020, which stated that the 
unemploymt:;nt rate-increased_ in 97 of the state's 100 cour1tics during March 2020. Witness Hinton 
testified that while the March 2020 unemployment rate for the couniies in Aqua NC's service 
territory was-slightly higher than the state's unemployment rate, that the unemployment data for 
April 2020 was expected to worsen wiih rates of l 0.00% or more, though he expected that 
unemployment rates would abate and the economy-would iqiprove as the State enters phases.two 
and three of the Governor's plans. 

Aqua NC witness D' AscendiS also testified on economic conditions in North Carolina. 
He.testified he reviewed: unemployment rates from the United States, North Carolina, and the 
counties comprising Aqua NC's service territory; the growth in Gross National Product (GDP) 
in both the United States and North Carolina; median household income in the.United States.and 
in North Carolina; and national income and consumption trends. 

In his direct testimony on December 31, 2019, filed before the COVID-19 pandem_ic spread 
throughout North Carolina and the United States, wibtess D' Ascendis testified as to the falling rate 
of unemployment, real Gross Domestic Product growth, and median household income growth, 
and the strong correlation of these measures between North Carolina and the United States. 
Witness D' Ascend is also testified that in the Commission's Order on Remand in Doeket No. E-
22, Sub 479, the Commission-Observed that economic conditions in North Carolina were highly 
correlated with national conditions, such that they were refleeted in the analyses used to 
determine the cost of common equity. He testified that those relationships still hold. 
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In his rebuttal testimony filed June 2, 2020_, witness· D'Ascendis generally agrees·with 
witness.Hinton's conclusiO~ that the full effect of.the Coronavirus on Aqua NC's·customers is 
yet to be detennined, and that once the crisis passes, whenever that may be, the economic 
slowdown will diminish. 

The economic impact testimony of witnesses Hinton and D' Ascendis is credible, probative, 
and.is entitled-to substantial weight. 

The COmmission's rCvieW also includes cornidcration of the evidence presented during the 
public heari_ng by public witnesses,·all of whom presen~ly are customers of Aqua NC. The hearing 
yielded 24 witnesses who chose-to be heard regarding their respective positions on Aqua,NC's 
Application to increase rates. The testimony presented at the hearing by Aqua NC custom_ers 
ill!,Jstmtes the difficult economic conditions facing a number ofNorih Carolina citizens during the 
COVID-19.pandemic. The.Commission accepts as credible,.probative, and entitled to,substantial 
weight, the testimony of the public witnesses. 

Based upon the general state of the economy.and the con_tinuing affo_rdability of water and 
wastew1:1ter utility ·service, and after weighing and balancing factors- affected by the changing 
economic conditions in' making the subjective decisions required, the Corrimission Concludes that 
an allowed rate of return on commoh equity of9;40%-will not"cause _undue hardship to customers 
even though some will struggle to.pay the'increased rate~ resulting from this decision. When the 
Commission's decisions are viewed as a whole, including the decision to establish the rate of return 
on common equity-at 9.40%, the Commissiori's overall decision .fix_ing rates·. in this general rate 
~e results in lower rates to consumers in the existing economic environment.'1 

All of the scores Of adjustments ,the Corr.µn~sion approves reduce the revenues to be 
recovered from ratepayers and the return to be paid to equity .investors. Some adjustments reduce 
the authorized rate of-return on•investment financed by equity investors. The adjustments are made 
solely to reduce rates and, provid_e rate· stability to cons_umers (and n:turn to equity investors) to 
recognize the difficulty for consumers to ·pay in the Current economic environment. While the 
equity investor's cost was calculated by resort to a rate of return on common equity of 9.40% 
in~t~ad. of l 0.10%, this is only one.approved adjustment that reduced.ratepayer responsibility and 
equity investor reward. Many Other adjustments reduced the.dollars the investors actually have the 
opportunity to receive. Therefore, nearly all of these_ other adju~tments reduce ratepayer 
responsibility and equity investor returns in compliance with'the Commission's responsibility to 
establish rates as low as reasonably pennissible without transgressing constitutional constraints, 
and thus, accrue to the benefit of consumers' ability to pay their bills in this economic environment. 

Based on.the changing economic conditions and their effects ori Aqua NC's customers; the 
Commission recognizes the financialdifficµlty that the increase in the Company's rates will create 
for some of Aqua NC's customers, especially low-,.incoine customers. As shown by the evidence, 

1 The Commission notes cons~ers pay rates, a charge in dollars_per 1,000 gallons for the waler they conswne 
and a monthly flat rate for residential wastewater. customers. They do not pay a "rate of return on equity," though it is a 
component of the Company's cost of providing service which is built'into th~ billed rates; ~vestors are compensated by 
earning a return on the capital they invest in the_business. Per tlle Commission detenT1ina!ion of the rate of return on common 
equity in this matter, -investors will have the opportunity to be paid in dollars for lhe dollars they invested al tlle ra1e ~f9.40%. 
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relatively smaJI changes-in the rate-of'retum on common-equity have,,a substantiaJ impact on a, 
utility's base rates. Therefore, the.Commission has carefully considered the changing economic 
conditions .and their effects on Aqua NC's customers in reaching its decision regarding the 
Company's approved ~te of return on common equity. 

The Commission aJso tecognizes-that the Company is investing·sighificant sums in system 
improve,p.ents to serve its customers, -thus requiring the Company to maintain its creditworthiness 
in order to. compete for large sums of capital .on- reasonable-,terrns. The Commission inust-weigh 
the 'impact Of changing economic conditions on Aqua NC's customers against the· benefits that 
those customers ~erive-from. the Company's ability to. provide safe, adequate, and reliable water 
and,wastewater service. Safe, adequate, and reliable water and wastewater service is essential to 
ih_e well-being of Aqua NC'~·customers. 

The Commission finds and concludes that these investments by the Company provide 
significanfbenefits to Aqua NC's customers. The Cc,mmiission concludes that the rate of return on 
common equity-stipulated by the Public Staff and Aqua NC'and approved by the Commission in 
this proceeding---appropriately balances the benefits·received ·by Aqua NC'S customers from th·e 
Company's provision of safe,. adequate, and reliable water and wastewater si;:rvice with "the 
diffiCulties that some.of Aqua NCS customers will experience in paying inCrease_d rates. 

The Commission notes further that its approval of a rate of return on,common equity at the 
stipulated level of 9.4_0% or for that matter at any level, iS not a guarantee to th~ Company that it 
will earn.a rate·ofreturn on common equity·at that level. Rather, as North Carolina law requires, 
Setting the rate of return on COmmon eqllity: at this lev~I merely affords·Aqua NC.the opportunity 
to achieve. s_uch a return. The Commissio,n finds and concludes, based upon iJll the evidence 
presented, that the stipulated rate· of return on common equity provided for berein will indeed 
afford,the Company the opportunity to earn a,reasonable and sufficient return for its shareholders 
while at the S<!ffie time producing rates-that are just and reasonable to its·customers. 

Capital Structure 

Aqua NC witness D' Ascendis tecommerided ·the ,use of a ratemaking capital structure 
consisting of 50.00% long-term debt ap.d 50.00% common equity. He testified this capital 
structure is based on a test year capital structure for Aqua NC, ending September 30, 2019. 

_Public Staff witness I-finton also testified recommending a 50.00% long-term •debt- and 
50.00% common equity .. capital s_tructure."The Stipulation also supports a· 50.00% long-term debt, 
50:00% common equity capital structure. No ,other party presented evidence ~ to a different 
capital structure. 

Accordingly, the Commission,findS and concludes that the stipulated capital structure Of 
50:00%_ common equity and 50.00%,long-term.debt is just and reasonable to all parties in.light of 
all the evidence presented. 

1120 



WATER AND SEWER - RA TE INCREASE 

Cost of-Debt 

In its Application, the-Company proposed a long-tenn debt cost of 4.25%. Public Staff 
witness Hinton testified that the appropriate embedded cost of Aqua NC's long-tenn debt is 4.21 %. 
The Stipulation pn;,vides for a 4.21 % cost of.debt. The Commission finds for the reasons set forth 
herein that the stipulated 4.21 % cost of debt is.just and. reasonable. The 4.21 % debt cost of the 
Stipulation gives customers the benefit ofreductions in Aqua NC's lower cost of debt after the end 
of the test year. 

No intervenor offered any evidence supporting a debt cost below 4.21 %. The Commis;:;ion, 
therefore, finds and concludes that the use of the stipulated debt cost of 4.21 % is just and 
reasonable to all parties based upon aH the evidence presented. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 22 

Acceptance of Stipulation 

No party filed a formal statement or testimony indicating opposition to the Stipulation;' 
however, the AGO did pursue cross-examination of Aqua NC (by way of introduction of cross
examination exhibits) concerning certain communications from the DEQ. The Stipulation is 
binding as between Aqua NC and the Public .Staff, ·and conditionally resolved certain specific 
matters in this case.as between those two parties. Through the end of the evidentiary process, the 
AGO-neither approved nor expressly disapproved oftlie partial settlement regarding the specific 
settled issues reflected in the tenns of the Stipulation. There are no other parties to this proceeding. 

As the Stipulation has not been adopted by 1all.of the parties 'to this docket, its acceptance 
by the Commission is governed by the standards set out by North Carolina law. A stipulation 
entered into by less than ~II parties in a contested- case proceeding under Chapter 62 "should ,be 
accorded full consideration and weighted by the Commission with all other evidence presented by 
any of the parties in the proceeding." Stale ex rel. Ulilities Commission v. Carolina Utility 
Customers Association. Inc., 348 N.C. 452, 466, 500 S.E. 2d 690, 700 (1998). Further. "[t]he 
Commission may even adopt the recommendations or provisions of the nonunanimous stipulation 
as long as the Commission sets forth its reasoning and makes 'its own ir1dependent conclusion' 
supported by substantial evidence on the record that the proposal is just and reasonable to ail parties 
in I_ighl of all the evidence presented." Id. 

The Commission concludes, based, upon all the evidence presented, that the. Stipulation 
was entered• into by the Stipulating Parties· after full discovery and e;densive negotiations and 
represents a reasonable and appropriate proposed negotiated resolution of certain specific matters 
in dispute in this proceeding and that the AGO,did not.expressly object to the settlement. Based 
upon all of the evidence in-the record, the Stipulation-will provide Aqua NC and.its ratepayers just 
and reasonable rates when combined with-the rate effects of the Commission's decisions regarding 
the Unresolved Issues in this proceeding. 

The Commission gives Substantial weiWlt to the testimony of Aqua NC witness Becker 
regarding the Stipulating Parties' protracted efforts in negotiating the Stipulation, and regarding 
the benefits of it. Further, the Commission gives significant weight to the settlement testimony of 
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Public Staff witnesses Henry, which in his discussion of the benefits that the Stipulation will 
provide to customers and his testimony describing.the compromise reflected in the Stipulation's 
tenns, indicates the Public Staff's commitm~nt to fully represent the.using and consuming public. 

M a result, the Commission finds and concludes that the Stipulation is the product of the 
give-and-take between the Stipulating Parties during their settlem(:':nt·negotiations in an·effort to 
appropriately baJance Aqua NC's need for iricreased revenues and its customers' needs to receive 
safe, adequate, and reliable water and wastewater service at the lowest poss_ible rates. In addition, 
the Commission finds and concludes that the Stiplllation was entered into by the Stipulating Parties 
after substantial discovery and negotiations, and, with the exception of the Unresolved Issues, that 
it represents a proposed negotiated resolution of the matters in dispute in this docket. 

The provisions of the Stipulation-are entitled'to substantial weight and consideration in the 
Commission's decision because they are based on evidence presented in the case, they are just and 
reasonable to all parties to this" proceeding, and they serve 'the public interest; Therefore, the 
Stipulation should be approved in its entirety. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 23 

Conservation Normalization Fact_or and Con·sumption Adjustment_Mechaoism 

The evidence for these findings of fact is contained in the verified Application, the 
testimony of Aqua NC witnesses Becker and Thill, and the testimony of Public Staff witness Junis 
and the Stipulation. 

In its Rate .Case Application, Aqua NC proposed use of an adjustment for its historical 
consumption in development of the Company's pro forma usage billing determinants. More 
specifically, Aqua NC applie_d a conservation normaliz.ation factor to the three-year 
average historical' consumption figures for each pf the Company's three water rate divisions. 
Aqua NC asserts that a simple tlirce-year historical average ignores the impact of continued 
declining consumption being experiehced across the state and across the country, driven by 
consumer conservation. 

Also in its Rate Case Application, Aqua NC proposed implementation of a CAM for 
approval by the Commission•pursuant to N.C.G.S. § 62-133.12A. 

Aqua NC Jfit,iess Becker 

Aqua NC President Shannon Becker's direct testimony addresses the impact that the 
determination of consumption has on the Company's ability to meet its authorized rate of return 
on common equity. Witness Becker testifies, that, as de$cribed in witness Thill's testimony, a 
portion of the requested revenue increase in this case is a result of reduced consumption per 
customer. He states that, although the trend is clearly one of declining consumption, consumption 
can also increase significantly during ex.tended ·periods of wann ,weather. Therefore, witness 
Becker asserts that fluctua'tion in consumpti<;m is a factor that must be addressed in order for Aqua 
NC to meet the approved revenue requirement necessary-to attain its authorized rate of retum'on 
common equity. He maintains that Aqua NC depends on the integrity and accuracy of a rate design 
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iil order .to have an opportunity to achieve its authorized return: He further maintains that ·key to 
this opportunity is reasonable- ac_curacy in the derivation of cOhsumptioh figures. Witness Becker 
contends that con_sumer consumption· levels that are above rate case .projections could provide 
excess.revenues, while'consumption levels 'that are,.below rate case prOjections could resi.llt in a 
deficit. Witness·Becker asserts that the persistent declihe.in consumption_ has regularly,eroded the 
Company's opportunity ,to earn its. authorized rate of return. He states j.hat .the utilization -of a 
historic three-year consumption average to deterinine rates has proven to be instifficient to support 
the revenue requirement necessary 'for Aqua NC to have a reasonable .opportunity to attain the 
Company's authorized rate of return on common equity. 

Witness Becker maintains that recognition of a historical conservation experience and its 
application in the COmpany's rate design will better align the-ratemaking consuniption data with 
acfual_c1,1rrent customer usage and, ,thus, will more fairly support the Company'S ability to realize 
its authorized rate of return-on common equity. Witness Becker notes that Aqua NC witness Thill 
describes the Company's proposal to apply a conserv~tion nOrmaliz.ation-factor to accomplish this 
objective in his direct.testimony., 

Witness Becker testifies that Aqua NC wa:s also proposing.a CAM in this general rate case 
proceeding for appro\lal by th_e Comm_ission. In an att~_mpt to address-the·challenges of utilizing a 
persis~ntly· declining historic consu_mption pattern and· address potential swings. in average 
customer consumption, witness Becker testifies that .Aqua N(; 'supported ligislation that 
authorized ·the Commission to "adopt; implement, modify, or eliminate a rate adjustment, 
mechanism fo~·one or more of the Company:s rate.schedules to track and·true-lip variations in 
average per customer usage from levels approved in the general rate case pro~eding" under House 
Bill 529 (Session Law 2019-88) which was signed into Jaw on July 8, 2019, adding N.C.G.S. § 
62-:l33.12A to 19 Article 7-of Chapter 62 of the General Statut~s. Witness Becker states that this 
mechanjsm, if ~ppro_ved for use, is intended to provide- a true-up of the average per customer 
consumption levels used to calculate rates necessary to ~chieve an approved revenue requirement. 
He asserts 'that it provides the Company and its customers rate protectiQns during .periods of 
fluctuating consumptio·n, high-or low, that could othenvise.result in·over or under collections of 
approved revenu~ levels. Sine~- tQe Commission's CAM rulemaking in Docket· No. W-100, 
Sub·61, has just gotten undenvay, witness Becker states that Aqua NC reserves the right to 
withdraw the Company's request to implement a CAM in this rate Case docket, subject to the final 
terms and conditio!]s that may be,ordered. 

Aqu_a NC Witness Tl,i/1 

In his direct testimony Aqua NC witness Thill describes and discusses the supporting rate 
di!sign exhibits prepared and submitted as part of the co·mpany's Rate Case Application pertaining 
to billing det~miinants, revenues,.and proposed rates. He also discusses, in detail, the Company's 
conteflticin that over the last several years, the average consumption per customer has varied widely 
due to'environmental factors, conser:vation, and pricing. Witness Thill lestifies that th~ fact is ,hat 
Aqua NC's customer habits are.changing and, overall,.consumption is dectining·.due "to a number 
of persistent factors, incluaing more efficient plumbing fixtures an.d househol_d appli~ces, 
governmental programs encouraging greater efficiency in water use, changes in landscaping 
patterns, and conswner response to Conservation price signals. 
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Witness Thill testifies that Aqua NC. included an adjustment for consumption in 
development of the Company's pro forma· usage billing determinants. More specifica.Jly, witness 
Thill states that a conservation normalization factor had been applied to the three-year average 
~onsumption figures for each of the Company's three water rate divisions. According_to witness 
Thill, the Company's proposed conservation nonnalization factor attempts to correct the three
year consumption average by rolling the experience to levels better reflecting those.at the end of 
the test year. He·agrees that the three-year average advocated by the Public Staff in Aqua NC's 
water and wastewater ratemaking.adjustments accomplishes a smoothing of historic year-to-year 
consumption patterns impacted by weather_. Witness Thill asserts that this policy seeks to protect 
both the customer and the utility ·from. rates that might be skewed by use of consumption levels 
driven by short-tenn weather events (droughts, floods, etc.). However, witness Thill testifies that 
a simple three-year historicaJ average ignores the impact of continued declining consumption 
experiences across the state and across the country, driven by conswner conservation. Witness 
Thill provides an example in his-testimony to illustrate his point. 

In describing how the lacJc of a conservation nonnalization factor affects -Company 
revenue, witness Thill testifies that the current approach overstates consumption (by understating 
the reaJity of the declining trend in Consumption), thereby undennining the integrity of the 
ratehlaking fonnula. He states that the foITllula operates by application of a certain price to the 
expected gallons to be sold by the utility; however, if the gaJlons actuaJly sold are consistently 
fewer than the gallons utilizecl to set rates, .the Company is hobbled in its efforts to recover its 
revenue requirement. and ,thus to earn its authorized rate of return. Witness Thill then provides an 
illustration to demonstrate his point; but-aJso states that the Company recognizes that there are a 
number of assumptions used in this illustration and does not propose that the number is a specific 
measure of actual lost revenue. He explains that the Company has, instead, presented this 
calculation to show the design deficiency inherent in the traditional calculation and a general 
indication of the magnitude of the· impact on utilities when using steadily declining historic 
averages·to calculate consumption·necessary to recover an established revenue requirement in a 
rate case. Witn~ss.Thill states that his illustration supports the Company's contention that the three
year average should be paired with a conservation nonnalization factor to better represent real 
consumption levels as of the end of the test ·year - not one that effectively utilizes an average 
consumption level that existed eighteen months ago (i.e., the mid-poh_1t of the lhree-year average). 
He contends that this up·dated concept is consistent with similar traditionaJ efforts to utilize the full 
customer population at that same date. 

Witness Thill then d_escribes how the Company's proposed conservation nonnalization 
factor was computed and applied. Witness Thill ·further testifies that the Company's proposed 
conservation nonnaJization factor is.not projective in nature; that the factor uses only known and 
measurab1e historical data as of the end of the·test year (to be updated at the end of the post-test 
year period); and that the factor does not project a furtherance-of any consumption trend. 

Witness Thill also testifies thal implementation of a consumplion adjustment mechanism 
or CAM would not accomplish the same purpose as a conservation nonnalization factor. Witness 
Thill states that. while both measures seek to address a deficiency in the revenue· sufficiency 
produced by the historical calculation, the CAM does not address revenue stability. He maintains 
that the conservation normalization factor intends to more fully collect the revenue authorization 
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in the period·of consumption, which helps best match the rev_enues with associated expenses. He 
contends that tfo;·CAM provides a mechani~m to correct any.realized deficiency or surpllis in the 
following year. Witness Thill further contends, that in ·collecting a more appropriate level of 
revenues in the year of cohswnption, there,is greater Stability in,customer bills du~ to the absence 
of.prior year adjustments. 

P_Ub/ic StaffWit11ess Junis 

Regarding average consumption per customer, Public Staff witness Jonis testifies that he 
adjusted the· conswnption for• the updated da~ using a three-year average (April 2017 through 
March 2020) compared to the·Companis application ofits conservation normaliz.ation factor to 
the three-year average (October 2016 through September 2019); The conswnptiori adjustment 
resulted in a 0.6_5% increase for _Aqua NC Water, 5.22% decrease. for Aqua NC Sewer, 0.66% 
increase for Brookwood Water, 8.13% decrease for Fairways Water, and 11.52% decrease for 
Fairways Sewer to reflect the difference between the test year ending Septembi;r 30,_ 2019, per 
customer usage and th~ three-year average for the period ending March 31, 2020. Witness Junis 
states that Aqua NC's testimony is largely" duplicalive ofits contentions expressed in the last rate 
case regarding a ·downward trend in cqnswnption that prevents, the Company .from earning i_ts 
authorized rate of return. Witness Juriis testifies that, as noted in the Environmerital Finance Center 
(EFC) ,Study, Aqua NC, water-customers' conswnption has stabilized_ close to an average .of 
5,000 gallons per month. Fi"om Thill Qirect Exhibit 1, witness Junis states,that he,had converted' 
the measurement. units and' graphically 'illustrated the active customer bills, billed Consumptiori, 
average monthly-consumption pcr·bill, and th_e three-year average monthly consumption_,per bill 
for the 12.:.montry period ending'. Sepiember 30, 2019 as shown in Junis Exhibit 1. 

Witness Junis testifies that, on a consolidated'basis, there has·been a clear leveling out or 
Stabilization of average monthly consumption since the dip in 2013. He maintains that the average 
monthly consumption each.year may fluctuate above or below the three-year average,.however, 
the band ofvariatioD"h8.S narrowed significantly-in recent years."He notes that on page two of Junis 
Exhibit I, the· graphs moving.down the page illustrate ·this-trend as the tiine period is limited-to 
progressively recent- data. He. asserts that the three-year average is a· ·relatively accurate 
represenlation of expected collSumptioil' in the short-term. He notes that this is especially true in 
light of Aqua NC's plans to file rat_~ cases every 15 months. In additi_on, witness JW1is states.that 
as shown in Junis Figure 1, there has ,been a consistent, gradi.Jal growth'in customers and total 
conswnption since 2013. He maintains thilt as a.rest.ill of this growth, both revenues from base 
facilities charges and volumetric charges·have increased from year to year. Therefore, he asserts 
that Aqua NC's_ actual total revenues have increased from year- to year and would exceed th_e 
revenue requirement approved by the Commission in the prior two rate cases. 

Witness Junis testifies th.µ, using the trend swnmary workpapers of Company witness Thill 
that are part of'his billing analysis and rate design, he has graphically illustrated the average 
mont_hly consumption per bill for the,updated test year ending March 3 l,'2020, and the three-year 
average monthly consumption per--bill for the 12-month-periods ending March 31 as shown in Junis 
Exhibit 2. 

Witness Jllllis- states that the observations are Similar to those previonsly noted with the 
exceptions that Brookwood Water has a consistent downward trend in average monthly 
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consumption and Fairways Water average consumption spiked in the most recent 12-month period 
ending March 31, 2020. According to witness Junis, it would be reasonable to expect the 
Brookwood Water average monthly conswnption to eventually flatten and stabilize and for the 
Fairways Water to return to equilibrium. He notes that from reviewing the updated data on a 
consolidated basis, there has been a clear leveling or stabilizing of average monthly consumption. 
He states that on page five of Jtinis Exhibit 2, 'the third graph at the bbtlorn ofthe·page shows the 
most recent five years of average mo_nthly consumption per bill and the three-year average 
consumption. The three-year average.of 5,087 gallons per monthly bill would have been within 
+/-4% of the subsequen~ years (Or TY Avg in the graph), including-higher in two years.and lower 
in·two years. 

Witness _Junis testifies that the explanation for the unusually low consumption in the 
12-month period ending March 31, 2019, was weather. More specifically, he notes that based on 
a review of climate data fro"m the National Oceanic & Abnospheric Administration's station at the 
Raleigh-Durham International Airport, the representative area experienced above-average 
precipitation, both in quantity and frequency, in 2018 and early 2019. Witness Junis further states 
that this conclusion is further supported-by data from the United States Drought Monitor (USDM). 
He states that North Carolina exf)erienced a-historic drought beginning in 2007. Areas of the State 
were designated as being under severe drought (D2) starting in April 2007·and'did not completely 
return to below severe drought levels until April 2009. He notes that at the time, 71 counties• in 
North Carolina were classified as experiencing exceptional drought C-Onditions. He maintains that 
this is in stark contrast to more rerent years. He notes that the graphs in Junis Exhibits 3 and 
4 progressively narrow the focus On the updated three-year average consumption data period 
ending March 31, 2020. He states that the updated test year and the prior two years (i.e., TY, TY-I, 
and TY-2) experienced minimal moderate drought conditions, undesignated to minimal 
abnormally dry conditions, and moderate drought conditions, respectively. He further states that 
with the exception of the first two months; TY -1 or the 12-month period ending March 31, 2019, 
experienced minimal dry conditions. Therefore, he concludes that consumption was unusually low. 

Witness Junis states that the Public Staff recommends that the Commission deny the 
utilization of the conservati0n normalization factor. He maintains that the average monthly 
consumption per bill has stabilized in the last five years, and it would be unreasonable to further 
reduce average consumption based on historical data that is not representative of current customer 
usage habits and conditions. He states that the conservation nonnaJization factor in the Company's 
Application includes data from as far back as October 2008 and, even if updated, from April 2009. 
He observes that the average consumption during the_years 2008 through 2012 was higher and 
trended downward. However, he notes that trend is no longer occurring and, therefore, using.it to 
calculate the conservation normalization factor would underestimate averagC monthly 
consumption per customer. Witness Junis testifies that this -is especially important when the 
number of customers and the total consumption continues to increase and as concluded by the 
EFC. that growth in revenues outpaces the associated variable expenses. 

As part of the Stipulation, Aqua NC accepted the Public Staffs proposed adjustment to 
service revenues and the Company withdrew its application for the-application ofa conservation 
nonnalitiition factor in this proceeding. 
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In regard lo the Company's proposa1 in its Application to implement a CAM, witness Junis 
testifies that Aqua NC has requested authority to implement a CAM within each of the Company's 
five Rate Divisions, pursuant to N.C.G:S. § 62-133.12A and subject to the final rules to be defined 
by the Commission under Docket No. W-100, Sub 61. Witness Junis observes lnat on page 18 of 
its Application, Aqua NC asserts that the mechanism, if approved for use, is intended to provide a 
true-up of the average per-customer consumption levels used to calculate rates necessary to 
achieve an approved revenue requirement. He testifies that Aqua NC further asserts that the 
mechanism provides the Company and its customers rate protections during:periods of fluctuating 
consumption, high or low; that could otherwise result in over- or under-collection of approved 
revenue levels. He states that Aqua NC also reserves the right to withdraw the CAM if the rules_ to 
be adopted in Docket No. W-100, ~ub 61, render the use of a CAM infeasible for the Company. 

Witness Junis testifies that the direct testimony of Company witness Becker regarding the 
proposed CAM generally mirrors the application language above, with the exception that Aqua 
NC Supported the legislation under House Bill 529, and he makes no mention of infeasibility but 
rather states, "Aqua reserves the right to withdraw lhe Company's request to implement a-CAM 
in this rate case docket, subject to the final tenns and conditions that may be ordered."1 Witness 
Junis n9tes that this is essentially the totality of the Company's testimony and evidence·in support 
of its CAM request in .the rate case. 

Witness Junis testifies that the Pllblic Staff does not believe the CAJ-.1, 2 as proposed by 
Aqua NC jointly with CWSNC, is in the public interest and recommends that' the Commission 
deny the request to implement the mechanism. Witness Juilis further testifies that the 
Commission's-Order in the rulemaking proceeding states, "the Commission is not persuaded that 
the Companies' proposal 'is a reasonable or appropriate means of iinplelTl.enting the CAM Statute." 
Witness Junis mainlains that until the Company eith1fr withdraws or amends its request, it would 
be premature for the Public Staff to evaluate the request or proffer any recommendation. Witness 
Junis notes that the Commission; in recognition of Aqua NC's pending rate case _and the 
Company's expressly reserved right to withdraw or modify the requested CAM, nil owed Aqua NC 
30 days (to June 11, 2020) from its Order dated May 12, 2020, to amend its application with respect 
to the CAM. 

Aqua NC Wit11ess Tl,i/1 Rebuttal 

In his rebuttal testimony, witness Thill withdrew the. Company's request for 
implementation of a CAM in this proceeding, electing, instead, to pursue implementation of a 
·CAM in its next general-ratccase,developed in light of the Commission's rules issued on,May 12, 
2020, in Docket No. W-100, Sub 61. 

1 Page 33, line 7, through page 34, line 6, Direct Testimony of Company witness Shannon Becker filed in 
Docket No. w.218,·Sub 526, on December 31, 2019. 

2 Initial Comments Regarding Rulemaking·Proceeding filed on January 31,"2020,jointly by Aqua NC and 
CWSNC in response fo the Commission's Order Establishing Ruiemaking Proceeding and Granting-Petitions to 
lnteNene in·Dockct No. W•I00, Sub 61. 
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With respect to Aqua NC's requests for a conservation normaliza.ti_on factor and a 
consumption adjustment mechanism, since these matter:rhave.been withdrawn by the Company 
and are no longer an issue in this proceeding, the Commission do_es not make any findings or 
conclusions with respect to·these matters in this proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS.OF FACT NOS.24-29 

Rate Design - Water and Wastewater, Excluding Conservation Pilot" Program 

The evidence for these findings of fact is contained in the verified Application, 
the testimony of Aqua NC witness Thill, the testimony of Public Staff witness Junis, and the 
AGO's brief. 

Aqua NC Witness Edward Tl,il/ Direct Testimoily 

Aqua NC witncss·Edward lbill testifies on direct.that the Company proposes to utilize the 
same rate design fixed/variable ratios that weie proposed by the Public Staff.arid approved by the 
Commission in the Company's most recent prior rate case (Docket No. W-218, Sub 497). He states 
that.that rate design structure·included allocations·of base facility charges (BFCs) and volumetric 
charges for the average water customers as follows: 40%/60% for th_e Aqua NC Water Rate 
Division; 41%/59% for the Brookwood Water Rate Division; and 44%/56% for the Fairways 
Water Rate Division. 

Witness Thill testifies iliat the Company proposes the continuation of the flat rate 
wastewater rates for residential customers. Aqua NC bills commercial wastewater customers, a 
volumetric rate. Aqua NC also bills residential wastewater customers a volumetric rate on systems 
for which the Coinpany purchases bulk wastewater treatment from Charlotte Water. In its 
Application, the Company proposed to increase the monthly residential wastewater flat rate from 
$72.04 to.$80.18. 

In support of his recommendations regarding the Company'.s proposed water and 
wastewater rate design proposals, witness Thill ['Cferences a March 31, 2016 report produced by 
the EFC at the UNC School of Government titled "Studies ,of Volumetric Wastewater Rate 
Structures and a Consumption Adjustment Mechanism for Water Rates of Aqua North Carolina, 
Inc." (EFC Report). Tr. vol. 4, 15-16~ Aqua NC witness Thill states that the EFC Report notes that 
short-tenn fixed expenses accounted,for 83% (or higher) of Aqua NC's expenses for wastewater 
and 89% (or higher) for water services. Witness Thill testifies that·although high fixed expenses 
are best matched by high allocations of fixed revenues, the Company recognizes that there are 
critical considerations in 'ratemaking beyond the contemporaneous matching of the Company's 
~venue and expenses. Id. at 1_6; He testifies lhat these considerations i_nclude customer 
affordability and conservation. Id. He further testifies. that. these specific public policy goals in 
particular are better s_upported by ratemaking structures th<!J recover a greater portion of costs from 
volwnetric rates. Id. 

Witness Thill testifies that, in detennining appropriate rate designs for water and 
wastewater service, a balance must be struck.that promotes consumption conservation while also 
providing the Company with a reasonable opportunity to earn its ·authorized rate of return on 
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common equity. Id. For this reason, witness Thill states that the Company's rate proposal in this 
case seeks only to maintain the same ratios approved by the Commission in the recent Sub 497 
rate case Order. 

Ju11is Direct Testimony 

Public Sta!T witness Junis testifies that the Public Staff thinks that the volumetric water 
rates for Aqua NC systems that arc charged pass-through purchased water volumetric rates should 
closely match the volumetric expense incurred by the Company from the provider. Tr. vol. 5, 55. 
He testifies that the base facilities cliarges and a reasonable amount of water loss arc typically 
included in the cost of service to detennine the unifonn base facilities charges. Id. He testifies that 
for purchased water providers with a unifonn volumetric rate, the Public Staff recommends that 
Aqua NC's,volumetric rate be equal to-the provider's rate, plus the Commission's regulatory fee 
rate of0.13%. id. at 55-56. 

Witness Junis testifies that the Public Staff agrees with the Commission's statements in the 
generic rate design proceeding, Docket No. W-100; Sub 59, that a balance should be struck 
between achieving revenue sufficiency and stability to.ensure quality, reliability, and long-tenn 
viability for properly operated and well-managed utilities on the one hand, and setting fair and 
reasonable rates that effectively promote efficiency and conservation on the other hand. 
Id. at 56-57. He testifies.that the Public Staff recommends an average water bill service revenue 
ratio of 30:70 (base facilities charge: usage charge) for Aqua NC Water, Brookwood Water, and 
Fairways Water customers. Id. at 57. He testifies that the incrementaJ shifi to higher volumetric 
charges sends a price signal that properly promotes efficiency and conservation. Id. He further 
testifies that the Company's total service revenues continue to increase annuall)', and tht.;: customer 
growth· revenues are expected to outpace the assbcialed variable expenses. Id. In addition, he 
testifies that the average monthly consumption per customer has been shown to be stabilizing. Id 
He maintains that this·eombination of growth and stabilizing consumption makes it unlikely that 
the revenue-instability and insufficiency the Company warns against will come to pass. Jd. 

The direct testimony of witness Junis incorporated by reference the Comments of the 
Public Staff filed on May 22, 2019, and the Reply Comments of the Public Staff filed on June 19, 
2019, in the generic rate design proceeding in Docket No. W-100, Sub 59.Jd. at 58. The Public 
Starrs May 22, 2019 Comments state on pages 32 and 33: 

By decreasing the base facility charge there is an incentive for residential customers 
to use water prudently and conserve. 

The primary beneficiaries of the lower base charges arc retired persons .on fixed 
incomes, other single and/or two person households, and customers with 
discretionary usage that can be reduced. 

The Public Staff's June 19, 2019 Reply Comments state on pages 4 and 5, "To more 
e!Tectively promote and support efficiency and conservation, the volumetric charge should be a 
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greater proportion of lhc average bill. Otherwise, the cost signal is ineffective because customers 
have minimal incentive to reduce their water consumption." 

The Public Staff's Reply Comments again quoted the 2018 Report that states, "[a]nolher 
way to measure the strength of the conservation pricing Si~al of water rates is to detennine how 
much of a financial reward (decrease in water bill) a customer will receive by lowering their water 
consumption from a high volume (10;000 gallons) to an average level (5,000 gallons)." (2018 
Report p. 20) The EFC further states.that some utilities reward customers substantially in tcnns of 
bill reduction percentage for cutting back (e.g., nearly halving lhe bill when customers halve their 
consumption) whereas other utilities provide relatively little incentive (e.g., only a 30% bill 
reduction). Id. at 58-59. 

Witness Junis testifies that lhe present Aqua NC Water uniform water .rate structure 
provides customers relatively little incentive to reduce their consumption because, if customers 
significantly reduce their usage by 50%, they experience a bill reduction of only 37.6%. Id at 59. 
He testifies that the middle 80% ofEFC-surveyed North Carolina water utilities utilizing a uniform 
rate provide a bill reduction ranging between approximately 32% and 48%, and the median bill 
reduction is 40%. Id. 

Witness Junis further testifies if Aqua NC Water unifonn residen!ial rates had been 
implemented at lhe 30:70 ratio in the Docket No. W-218, Sub 497, rate case, utilizing the billing 
data and average monthly usage per customer from that proceeding, the bill reduction percentage 
would have increased from 37.6% to 41.2%. Id. at 62 

Witness Junis maintains that a lower base facilities charge reduces the cost burden on 
customers for access to utility service before they use any service. Id. at 60. He states that it allows 
customers to have greater control over their total bills by changing their usage through improved 
efficiency and conservation. Id. Witness Junis testifies that the base facilities charge is a frequently 
discussed and highly controversial issue in electric, naturaJ gas, water, and wastewater rate cases. 
Id. at 61. He contends there are advantages and disadvantages to the different base to usage ratios 
for the utility, rate groups, and individual customers. Id. Witness Jonis testifies that during his 
Public Staff career, electric and natural gas residential base facilities charges have remained in the 
$10 to $15 range, while water base facilities charges have continued to increase and wastewater 
rates have historically been a flat rate or a very high percentage.of the avcrage'residentiaJ bill. Id. 

Witness Junis testifies that in the 2020 North Carolina Water & Wastewater Rates Report, 
the EFC and NCLM conducted a survey with representation froJJI 495 of 517 rate-charging water 
and wastewater utilities in North Carolina.1 Id. at 61-62. The median monthly base charge amount 
was $17 for water utilities and $19 for wastewater utilities. Id. at 62. 

Witness Junis further testifies that neither flat rates nor metered rates with moderate to high 
base facilities charges properly balance revenue sufficiency and stability with the promotion of 

1 1bis report is just one resource in a series on North Carolina wnter wid wastewater rates funded by the North 
Carolina Ikpartment of Environmental Quality's Division of Waler Infrastructure (DWI) and compiled by the North 
Carolina League of Municipalities and the EFC at the School ofGovemment at UNC-Chapcl Hill. 
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efficiency and conservation. Id. at 63. He testifies that flat rates or low volumetric rates promote 
discretionary usage·and wasteful practices. Id 

ln commenting on Aqua NC'.s proposed wastewater rate design, Public Staff witness Junis 
states that the Company proposes to utilize the same ratio of base facilities charges to volumetric 
charges, a majority of which are monthly Oat rate, as approved b)' the Commission in the last rate 
case. Witness Junis testifies lhatthe Public Staff recommends the sewer charges to Aqua NC Sewer 
and Fairways Sewer customers who are also Aqua NC Water and Fairways Water customers be 
converted from a flat rate to a volumelric rate based on their metered wa~er usage. Tr. vol. 5, 64. 
He notes that- this has been considered in past Aqua NC rate cases dating back_ to the general rate 
case in Docket No. W-218, Sub 274. He states that during Aqua NC's general rate case filed on 
August 2, 2013, in Docket No. W-218, Sub 363, the Public Staff and Aqua NC entered into a 
stipulation and settlement agreement wherein Aqua NC agreed to commission a study conducted 
by the EFC that included the possible implementation of volumetric residential wastewater 
rates. Id. 

Witness Junis states that on March 31, 2016, the EFC Rep_ort was·filedjointly by Aqua NC 
and the Public Staff in Docket No. W-218, Sub 363A. He explains that one cifthe main goals of 
the studies was to "assess the effect on customer ,bills and Aqua NC revenues by implementing a 
volumelric wastewater rate structure or implementing a consumption adjuslment mechanism water 
rate structures relative to the status quo." Id. al 65-66. 

Witness Junis testifies the Public Staff would prefer to unifonnly move the ratio of base 
facilities charge to volumetric charge toward 30:70. Id. at 66. However, he notes that the rate 
structure shift from flat to 30:70 would be expected ,to result in significant rate shock for some 
customers. He explains that while the average bill rerilllins nearly the same, low.users' bills wciuld 
decrease, and high users' bills would increase. He testified as a means· of mitigating rate shock 
while still progressing toward an effective price signal, the Public Staff recommends an 
incremental approach of a 60:40-ratio for Aqua NC Sewer and Fairways Sewer customers. Id. 

Ju11is Cross Exami11alio11 and Commissio11er Questio11s 

Witness Junis testifies on cross examination that approximately 1,000 Aqua NC Sewer 
residential customers already have volumetric wastewater rates as they· receive bulk wastewater 
se_rvice from Charlotte Water. Id. at 78. He testifies the current- rate·design,for those customers is 
35% base facilities charge and 65% volwnetric. Id He further testifies the Public Staff 
recommends these customers have the same 60% base charge and 40% volumetric charge us the 
Public Staff.recommends fOr all the Aqua-NC-Sewer customers that have Aqua NC. Water metered 
service, excluding purchased water systems. Id. 

In response to questions from Commissioner Hughes, witness Junis testifies that customers 
in previous Aqua NC rate cases have·testified in support of volumetric wastewater·billing in order 
to have more control over their bills. Id. at 120. He testifies that by switching to metered 
wastewater, customers that are both water and wastewater have a double·incentive to control their 
cohsumption. Id. He·further testifies based upon the NC League of Municipalities and EFC annual 
reports that there are not very many volumelric wastewater rates .with conswnption caps, Id. 
at 121-22. 
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Public Staff witness Junis further testifies in response to questions from Commissioner 
Hughes that the volumetric wastewater study in Docket No. W-218, Sub 363,justifies customers' 
interest in volumetric wastewater. Id. at 122-23. He contends that data from that study is available 
but is not being utilized, and that the study demonstrates that customers wanted volumetric 
wastewater rates and therefore justifies the shift to volumetric wastewater rates. Id. 

Witness Junis further testifies that as of March 31, 2020, there were approximately 
9,000 residential customers that would be shifted from flat rate to metered wastewater rates, which 
is approximately 57% of the Aqua NC Sewer flat rate residential customers.1 Jd. at 124. 

Witness Junis testifies in response to questions from Commissioner Gray that the Public 
Staff's volumetric residential wastewater rates recommendation was not discriminatory as the 
Public Staff was.taking the er1tire group of the Aqua NC.Sewer ciistomers that had Aqua NC water 
meter readings available at no additional cost, and assigning those customers to volumetric 
wastewater. Id. at 131. He further testifies that low users would have lower bills with metered 
wastewater billing and high users would have higher bills. He testifies that the Public 'staff 
recommends the inc~mental approach of a 60/40 rate design, which keeps the base facility charge 
on the higher end, in order to avoid too significant ofan increase in high user bills. Id at 132. 

On redirect examination, witness Junis testifies that of the approximately 6,000 residential 
·customers on the BayleafMaster water system, there are less than 800 wast_ewater customers. Id 
at 140. He also testifies it was possible an Aqua NC wastewater customer who did not have Aqua 
NC water utility service could provide the Company that customer's water meter readings.So that 
the Company could bill the customer usiilg 11 metered wastewater rate. Id. at 141. 

-TI,ill RebuJtal Testi1no11y 

Aqua NC witness Thill testifies on rebuttal that he disagrees with the Public Staff's position 
that the average water consumption levels by Aqua NC Water and·Fairways Water customers have 
stabilized. Tr. vol. 6, 21-22. He asserts that the Company agrees that a narrowing of the band of 
variation has occurred, but true stabilization would-imply essentially no volatility at all. Id. at 23. 

Witness Thill testifies that the Company docs not agree that a shift to greater volumetric 
water rates is appropriate. Id. at 33. The reasons given by witness Thill for this disagreement were 
that it is debatable whether consumption stabilization has.actually occurred and that, with regard 
to customer and revenue growth, the· Public Staff focused only on short-tenn variable expenses 
and ignored the comprehensive cost of providing service. Id. at 33-35. He testifies that the Public 
Staff's, 30nO recommendation provides cuStomers with an inccntiv~. for efficiency and 

1 The Public Staff filed Public Staff Late Filed Exhibit No. 2 on July 20, 2020, in the present dockeL In response 
lo Commissioner Hughes request to witness Junis, the Public Staffprovid~ !lie following more detailixl response: 

As of March 31, 2020, there were 15,675 ANC Sewer residential flat rate customers. Aqua proposed that 
approximately 149 (-!%) of those cuslomers' who live in the Woodland Fanns and Rocky Ridge 
sulxiivisions be converted from residential flat rate lo Carolina Waler metered rates. In addition, the 
Public StaJJ recommendixl that 8,853 ANC Water. and Sewer customers ·(-56%) be convertixl from 
resid.ential flat rate lo ANC Sewer metered rates. Based on the combined_recommendations of Aqua NC 
and the Public Staff, approximately 6,673 cuslomers (-43%) would remain residential flat rate customers. 
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conservation but increases the Company's concerns regarding revenue.sufficiency and stability. 
Id at 35. 

In regard to wastewater rates, witness Thill testifies on rebuttal that Aqua NC does not 
agree with a shift to volumetric wastewater rates for many of the same reasons expressed earlier 
concerning the Public Staff's recommendation for a greater volumetric element for water revenues. 
Tr. vol. 6, 37. He testifies that volumetric wastewater rates create further instability and 
insufficiency in Aqua NC's revenue stream without safeguards for the Company or rate of return 
on common equity compensation for the added risk. Id. at 38. He further testifies the Public Staff's 
recommendation "makes no provision in the rate design for the price elasticity and creates further 
imbalance between the Aqua NC's highly fixed expense structure (83% short-tenn fixed expenses 
for wastewater entities as determined by the EFC.Study1) and Aqua NC's current mixed revenue 
structure." Id. 

Cross Exami11alio11 Tl,i/1 

On. cross examination, witness Thill testifies that Public ·Staff 'Thill Rebuttal Cross 
Examination Exhibit 2, the 2018 North Carolina Water and Wastewater Rates Report by EFC, the 
NC League ofMunicipalities1 and DEQ Division of Water Infrastructure (2018 Report), states on 
page 3 that of the 508 water Utilities studied almost 25% of the month!)' base charges for residential 
customers are between $11-and $15, and 25% are $16 to $20. Tr. vol. 7, 15-16. He testifies that 
the median monthly water base charge was $16.lJ. Id. at 17. He further testifies that page 4 of the 
2020 North Carolina Water and Wastewater Rates Report stated the median monthly water base 
chargewas$17.00.Id.at 19. 

On redirect witness Thill testifies that the Public Staffs recommended 30/70 ratio 
would create additional risk that the Company will-not achieve its authorized revenue requirement. 
Id at 30. 

In regard to wastewater rates, on cross examination, witness Thill observes that'Public Staff 
Thill Cross Examination Exhibit2 is the 2018 North Carolina·Water and Wastewater Rates·Rcport, 
and the three contributors are the EFC, the North Carolina League of Municipalities, and the DEQ 
Division of Water Infrastructure (2018 Report). Tr. vol. 7, 12. He testifies there-were 396 utilitjes 
with wastewater service in this survey. Id. at 13. He testifies that this 2018 Report stated the median 
base charge for wastewater rate·structures·was $18.00. Id. at 17. 

Witness Thill further testifies that Public Staff Thill Cross Examination Exhibit 3 was the 
2020 North Carolina Water and Wastewater Rates Report compiled by the same three contributors 
(2020 Report); and the median wastewater base charge was $19,00. IiL at 19. Witness Thill 
acknowledges that the Public Staff comments.filed in Docket No. W-100, Sub 59,_the generic rate 
design proceeding, on May 22, 2019,.inchided Exhibit I titled "Fiscal year 2018-2919 Wastewater 
Residential Flat Rate Structures" which was taken from the publication "Water and Wastew-ater 
Rates and Rate Structures" in North Carolina as of January 2019 by the EFC. Id. at 20. He notes 
th_at, of the 396 wastewater systems listed in Exhibit 1, there were only five flat rate wastewater 
government systems. Id. He states these five systems were BaJd Head Island with a population 

1 EFCSb!dyat6. 
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served of 3,150, Cumberland County- Kelly Hills District with a population served of 920, Lake 
Lure with a population served of 940, Powellsville with a population· served of 643, and 
Proctorville with a population served of 114_. He testified Exhibit 1 states Powellsville bills flat 
rate water, Proctorville provides no water bills, and Cumberland County-Kelly Hills District does 
not provide water utility·service. Jd. at 21-23. 

Tltill Redirect Examinatio11 

On redirect examination, witness Thill testifies that Public .Staff Thill Rebuttal Cross 
Examination Exhibit 2 lists two for-profit multi-system utilities which he thin~ are Aqua NC and 
Carolina Water Service, Inc. of North Carolina. Id at 26-27. He again maintains that any increase 
in the volumetric element puts the Company more at risk. Id at 30. He contends that with 
qr without the pilot program, no changes should be made to Aqua NC's existing rate design. 
/dat31. 

T/Je Att(!rt1ey General 

,In his brief, the AGO states that he supports the adoption of a rate design that reduces·the 
monthly fixed.charges and inStead Charges customers based on metered Consumption of service, 
as proposed by the Public Staff. The AGO states that, to encourage conservation, the Public Stairs 
proposed changes in Aqua NC's rate design would reduce the base charge for water service so that 
costs are recovered 30% from the fixed; Charge and '70% in usage charges. Tr. vol. 5, 74. The 
AGO agr~es with the. Public Staff that a lower base monthly charge for water service would 
reduce the cost burden to access service and give customers greater control over their. total bills. 
Tr. vol. 5, 60. 

Further, the AGO states that the Public Staff proposes to. change the rate design for 
wastewater customers who receive water and'wastewater services from Aqua NC. The AGO notes 
that Aqua NC recovers·the full wastewater bill from most Customers in a fixed monthly rate. The 
AGO describes the Public Staff's proposal to use a similar 30no rate design for fixed and usage 
charges to·encollrage conservation. The AGO further.describes that the Public Staff proposes to 
mitigate the impact of the new·rate design by recommending to initially recover 60% from the 
fi~ed charge and 40%-in usage charges. Tr. vol. 5, 74-75. 

The AGO contends that the Public Statrs proposed rate design would bave 
several benefits: 

.• It would be more consistent with rate designs for electric and natural gas·service. 
• It would be fairer to small hoµseholds. 
• It would allow customers to better control their.cost Of service. 
• It would encourage water conservation. 

Finally, the AGO states that the new rate design would respond to requests that customers 
have posed in past rate cases and rec~nt public hearings. See, e.g., public testimonies from Eric 
GalambTr. vol. 10, 72; Wendy Stevens Id at 88-89; Michelle Raymond Tr. vol. 9,24; and Sheeba 
Jumma Id. at 120. 
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Co11clusio11s 

Based upon a careful consideration of the entire record in this proceeding, the Commission 
reaches the following conclusions discussed below regarding.the contested rate design issues in 
this proceeding. 

Aqua NC's rate design for water utility service provided to its residential customers should 
continue to be based· on the following fixed/variable ratios which were proposed by the Public 
Staff and-approved by the Commission in the Company's Sub 497 rate case: 40%/60¾ for the 
Aqua NC Water Rate Division; 41 %/59% for the Brookwood Water Rate Division; and 44%/56% 
for the Fairvrays· Water Rate Division. To further promote water conservation and to give 
customers more control over their monthly wastewater bills, it is appropriate to implement 
volumetric wastewater rates with an 80% base facility ch.arge and a 20% volwnetric charge for all 
the Aqua NC and Fairways wastewater customers that receive water utility service from Aqua NC 
Or Fairways water1 and for whom water meter readings are presently available, excluding the 
approximately 800 sewer customers in the Aqua NC Water Rate Division- Conservation 
Pilot Program. 

In determining the appropriate fixed/variable ratios for, Aqua NCs water and wastewater 
operations, the Commission seeks to strike an appropriate• balance between achieving revenue 
sufficiency and stability to ensure quality, reliability, and long-term Viability for Aqua NC on the 
one hand, and setting fair and reasonable rates that effectively promole efficiency and conservation 
on the other hand. The Commission gives significant weight to the uncontested fact in this 
proceeding that short-term fixed expenses account for 83% '(or higher) of Aqua NC's expenses for 
wastewater service and 89% (or higher) for water service. However, the Commission 
acknowledges the testimony in this proceeding that ihere are critical considerations of policy 
beyond· the basic match.ing of the utility's revenues and expenses. The Commission giv_es 
sigriificant weight to-. the testimony of Aqua NC witness Thill that customer affordability and 
conservation are two of the policy considerations that are better achieved through rate Structures 
that recover- a greater portion of costs through volumetric charges. 

Public Staff Witness Junis recommends a base charge to usage charge ratio of 30%170% 
for Aqua NC' Water, Brookwood Water, and Fairways Water stating that his recommended 
incremental shift to higher volumetric charges sends a price signal that properly promotes water 
efficiency and conservation. The Commission gives significant weight to the testimony of Witness 
Thill that the Pubiic,Stafrs higher volumetric rate design proposals .provide further customer 
incentive for efficiency and-conservation but, in so doing, they serve to exacerbate the Company's 
current concerns expressed in this proceeding regarding revenue sufficiency and stability. The 
Commission· concludes that the Public Staff's rate design proposals in this case meet only one 
prong of the.test; they encourage conscrvation·but largely ignore Aqua NC's legitimate revenue 
sufficiency and stability concerns. The Public Staff's increased volwnetrie rate design adds greater 
challenges to the Company's revenue sufficiency and stability, particularly when that rate design 
is not coupled with·corresponding revenue reconciliation measures. The Commission favors and 
encourages development of rate design proposals that may better achieve utility revenue 
sufficiency and stability 'while also sending appropriate efficiency and conservation signals to. 
consumers. The Commission concludes that based upon the evidence_presented in this proceeding, 
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the Company's request to maintain the fixed/variable ratios for its water operations previously 
approved in the Sub 497 rate case are reasonable and should be approved. 

In regard to wastewater rate design, for purposes of this proceeding, the Commission 
concludes that an 80% base facilities charge and a 20% volwnetric charge wastewater rates are 
reasonable and appropriately send signals to consumers that suppc;,rt and encourage water 
efficiency and conservation and give customers, more control over their monthly sewer bills. 
Further, the Commission gives significant wejght to the testimony of Public Staff witness Junis 
that with metered sewer billing, low users would have lower bills and high users would have higher 
bills. Thus, the Commission finds that a metered sewer rate Would accentuate the conservation 
efforts of the Aqua NC water-customer that is also an Aqua NC sewer customer. However, the 
Commission acknowledges that smaller households may pay less under a nietered sewer rate 
structure as noted by the AGO than larger households. 

The Commission determines that, although the Public Staff's recommended 60/40 base to 
usage ratio for all the Aqua NC Sewer and Fairways·-Sewer residential customers that have Aqua 
NC Water and Fairways Water- metered utility service would also send signals to consumers that 
support and encourage water efficiency and conservation, such ratio would significantly 
disassociate sewer revenues from sewer expenses since much of the fluctuation in water revenues 
is due to irrigation and other customer behaviors that have no effect on sewer operations. That is, 
when sewer rates arc metered based on metered water usage, customers who use water for lawn 
and garden irrigation, for washing automobiles and other recreational usages, without an irrigation 
meter, for example, may pay for sewer services they do not receive. Thus, the Commission 
concludes that the approved wastewater rate design of 80% base facilities charge to 20% 
volwnetric charge would appropriately support and encourage water .efli_ciency and conservation 
while also recognizing that not,ail water usage by customers results in wastewater costs. Finally, 
with respect to the Public Staff's proposed wastewater rate design, the Commission finds that the 
Pu_blic Staff's proposed wastewater ratio would create such a significant change in Aqua NC's rate 
design with its 60/40 base to usage ratio would likely create further instability and insufficiency in 
the Company's revenue stream. 

In regard to Aqua NC's proposed continuation of flat rate sewer residtmtial rates, although 
such flat seWer rates are simpler to administer for the utility and would ·provide a'more predictable 
and stable revenue stream for the Company, flat rates do n9t. encourage water efficiency and 
conservation, which are two of the. stated goals in the generic rate design proceeding (Docket 
No. W-100, Sub 59) nor does it sufficiently align rates to the cost of service·for customers that use 
very little water and sewer service. Further, the AGO notes that some of Aqua NC's customers 
have requested that the Company implement metered sewer rates in both past rate case proceedings 
and in the recent public hearings .. Conscquently, based on the evidence provided, the Commission 
approves a wastewater rate design of 80% base facilities charge/20% .volumetric charge for Aqua 
NC -Sewer and Fairways Sewer residential customers that have Aqua NC Water and Fairways 
Water metered utility service. Such rate design is fair-to both Aqua NC and its customers. The 
Commissi_on acknowledges !}lat such a rate structure will result in_ a higher bill for-customers who 
do extensive irrigation and do not have a separate irrigation meter and that customers who do 
irrigation through irrigation meters may not experience the same conservation signal if they are 
not included in the Aqua NC Water pilot program. This group includes irrigation meter customers 
that would have been included in the Fairways Water Rate Division pilot program had the 
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Commission-approved ,the ,pilot' for that.service.area. For this reason, Aqua NC should evaluate 
and· propose a_ separate rate for water provided through an irrigation meter in future rate case 
proceedings·as·well as rate designs-that provide increased.pricing incentives for reducing irrigation 
use for all customers who use an in-ground irrigation system., 

As stated in Public Staff Late Filed Exhibit No. 2, there are 8;853 Aqua NC Sewer and 
2;877 Fairways Sewer customers that have AquffNC metered water utility service. There are 6,673 
Aqua NC Sewer and 151 Fairways Sewer customers that obtain their water from providers other 
than the C9mpany. These customers will.remain .flat rate wastewater customers. This approval of 
the 11,730 wastew?ter customers for" volumetric wastewater rates iS not ·an unreasonable 
preference or advantage to t_hose residential custom_ers, as the group includes all .the Company's 
residential wastewater cllstomersthat received metered water utility service from the Company-for 
which water meter readings arc available monthly. Similarly, all the Company's remaining 
residential wastewater customers that do not receive metered· water utility Service -from th'e 
Company with meter readings will continue tQ receive flat rate wastewater service. 

With respect to Aqua-NC's rate·design for metered commercial customers, it is reasonable 
and appropriate for the Company's.rate design for these cornmercial·customers to be based on a 
inetered usage rat~ design of80%il0% rather than the 60%/40% ratio recommended by Public 
Staff witness Junis. 

Pi_nally, the Commission ·concludes.that Aqua NC should evaluate the implementation of 
metered sewer rates for residential customers on• customers' monthly sewer bills. Aqua NC is 
d_irected to report to the Commission. on an annual basis, monthly .historical consumption levels 
compared to the current monthly.consumption levels for the customers converted from a flat sewer 
rate to a metered sewer rate to determine the change h;. consumption levels. Such report should 
state, at a minimum, the subdivision name, the numb

1

er tf customers billed (historical month and 
current-month), morithly consumption-billed (historical and current),-andthe sewer revenues billed 
(historica.J month and current month). Such annual report may be revised as needed'in future filings 
as determined by Aqua NC, the Public Staff, and the C0mmiSsion. PU.rther, that Aqua NC is 
directed to file these reports within 45 days· after the calepc:lar year ends; beginning with ·the 
calendar year ending December.3 I, 2021. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OFF ACT NOS. 30-44 

Conservation Pilot Program 

The evidence. for these findings· of fact is contained in the. Application; the testimony and 
exhibits of Aqua NC witnesses Becker and Thill;,the testimony and exhibits of Public Staff witness 
Junis; the testimony of public witness Becky Daniel; the.late-filed exhibits filed.by Aqua NC and 
th_e .Public Staff.at the request of the Commission at the expert witness. hearing; ·and the entire 
record in this proceeding. 

Summary of Aqua NC Wit11ess Edward Tltill's Direct Testimony 

Aqua NC Witness Edward· Thill testifies op. direct_ that_ the Commission, in Docket 
No. W-100, Sub 59, initiated "a discussion of rate design proposals that may better achieve 
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revenue sufficiency and stability while al.So sending appropriate efficiency and conservation 
signals to consumers." In response to that request, Aqua NC (filing jointly with Carolina. Water 
Service, Inc. or North Carolina on June 19, 2019) offered to conduct a pilot program in its next 
rate case to evaluate the effectiveness of an inclining block volumelric rate design. The-purpose of 
the proposed pilot is to examine a new rate structure that could send conservation-inducing price 
signals to residential customers, while preserving the utility's ability for sufficient and stable 
cost recovery. 

Witness Thill testifies that Aqua NC proposes a pilot program rather than applying 
inclining block rates to all of the Company's customers because there are many variabilities,in an 
inclining block structure, from the number and size of the blocks, to the various step points, and 
even the absolute levels of rates necessary to accomplish its intended·objcetivc. Each of the seven 
largest cities in North Carolina uses an inclining block structure, and each is vastly different from 
the others. For example, 5,000 gallons of water in Fayetteville would cost a consumer $28.87, 
while Charlotte would only charge $16.89 for ihe same consumption. However, at 2_0,000 gallons, 
he calctilates that Charlotte would charge $157.02 compared to Fayetteville's $99.62. He states 
that the conservation signal is clearly much slrongcr in· Charlotte for the high-end user, but 
Fayetteville)s design offers far less volatiliiy for both the customer and the municipality. 

According to witness Thill, there are criticaJ assumptions made in the design that may or 
may not prove valid. lbis adds increased risk to the stability of the Company's revenues; even if 
sufficiency is·ultimately secured by other mechanisms. The use of a pilot-actually two pilots, one 
for the four water system customers included in the ANC Water rate design pilot and one for the 
Fairways Water system' customers rate design pilot--will better aJlow Aqua NC to analyze the 
results each pilot will have on a smaJler scale before designing and applying any one or more final 
rate designs to the larger population of Aqua NC customers. The Company thinks it would be 
imprudent to subject the entire customer base to such a dramatic structural change without first 
determining the effects of that change on·a smaller representative sample-of customers. 

Witness Thill testifies that Aqua NC focused its pilot program on systems_ that had the 
greatest opportunity for both conservation and operational relief, while also· ensuring the pilot 
group was sufficient in size and diversity to provide meaningful results.that the Company might 
extrapolate acrqss its full customer base in future rate d_esign planning. Aqua NC additionally chose 
systems within two separate rate entities and developed separate raie structures that will aJlow the 
Company to further assess the actual impact of the differing designs for future implementation. 
Each of these systems serving the service area proposed to be part of the pilot is experiencing stress 
to meet peak demand and could soon require capita] investment if conservation is not realized in 
the near tenn. 

The service areas selected were: The Cape (Fairways); Arbor Run (Aqua NC Water); 
BayleafMaster System (Aqua NC Water); Merion (Aqua NC Water); and Pebble Bay (Aqua NC 
Water). Witness Thill states that with nearly 11,000 premises-included in·this pilot, the program 
covers approxima!ely 13% of the Company's water customers·and includes representation in each 
of its geographi6al areas. The five service areas vary significantly in size, consumption volatility, 
and absolute level of consurription. Witness Thill provides Thill Revised Direct Exhibit 3 which 
contains,key statistics for customers within these·pilot groups. 
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In describing how the blocks were derived for the pilot program, witness Thill lcstifies that 
although Significant research has been conducted in .the area of water rate design, no consensus 
exists as to an optimal structure. Each of the seven largest cities in North Carolina uses an inclining 
block structure, and each is vastly different from the others. Aqua NC chose the following break 
points in measuring customer gallons of consumption per month: 

Block I 

Block 2 

Block 3 

Illock 4 

Aqua NC 

From To 

- 4,000 

4,001 8,000 

8,001 15,000 

15,001 Above 

Fairways 

From To 

- 5,000 

5,001 10,000 

10,001 20,000 

20,001 Above 

Because this is a zero-sum exercise, witness Thill testified that there are necessarily 
winners and losers in any change to the pricing structure. In this case, the low volume users will 
experience an overall reduction in their average monthly bills at the expense of the heaviest volume 
users. This is consistent with the concept that although most of the utility's expenses arc fixed, it 
is the peak demand requirement of a system's heaviest volume users that fosters the greatest 
incremental cost. Aqua NC's focus was on providing rate relief for customers whose usage falls 
within lower usage blocks and to induce conservation in those whose usage falls within higher 
usage block levels. The Company's challenges included: 

. ~-
(1) Creating sufficient rate impact to induce conservation by those taxing the system 
the most, while.not unduly penalizing this subset of the utility'S customer base; 

(2) Recognizing (Jinancially).the.level ofincreased'strain that high-volume uscrs,place 
on operating the system, not to mention the added water quality challenges that result from 
stressing existing source capacity, while still acknowledging that much of the utility's costs 
are in providing everyday access to water, regardless of volume consumed, and should 
thenforc be borne by all customers; 

(3) Retaining some level of conservation incentive even for the lower volume users 
(58% of test year bills for pilot customers were less than 5,000 gallons); 

(4) Creating conservation incentive for high-volume users in Fairways where the cost 
of water is already comparatively low, but without giving it away to lower volume users in 
order to achieve the revenue requirement; and 

(5) Providing for revenue sufficiency and ensuring revenue stability for the Company. 

Witness Thill states that the cost per kilogallon for each block in the ANC structure 
increases by factors of l.5X, 2.25X and 3.0X, with X representing Block 1 rates. Due to the low 
level of.rates already in place for the Fairways rate entity, Aqua NC.opted for a much higher ratio 
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for that entity's Block 4. Th~ Company's blocks for Fairways water.are set.to increase by factors 
of 2.0X, 3.S_X and 5.0X, with X representing Block 1 rates: Witness Thill-states that.Exhibit J to 
the Application contains a full schedule.of proposed rates'for the pilot program. 

Witness Thill testifies that the· succe~s of this design. will no~- be known -for;some time, 
which adds.to-the Company's justification for.a measured approach in,using a pilot group for,our 
first attempt at conservation rates. 

Witness Thill states that Aquil NC's pilot program Considers. irrigation rates to-the extent 
po~sible. As discussed in Aqua NC's June 28, 2019 response to Docket No. W-100, Sub 59, "Order 
Requiring Verified Infonnation", separate irrigation meters are only required: 

(1) in large community water systems, as defined in G.S. 130A 313(10), that regularly 
serve 1,000 or more service connections or 3,000 or more individuals; , 

(2) that were platted after July I, 2009; and 

(3) do·not otherwise have-a lockable cutoff valve for backflow prevention. 

Witness Thill further stated that, in that same response, the Company noted that it had op.I)' 
1,449 irrigation meters-ainong its more than 80,000 water connections. Although the Company is 
confident that other customers irrigate.through their primary Connection,,the Company is not able 
to impose -specific irrigation 'household rates on households that. validly irrigate without a 
separate meter. 

Witness Thill states.that Aqua NC's,proposed pilot rates would assess Block 3 and 4 rates 
for all separate irrigation meters, that is, ANC customers with irrigation_ meters would pay the 
~lock 3 charge for their fo:st 1-5,000 ga)lcms per mon!h and the Block 4 rate for,consumption·above 
that.threshold. Siinilarly, Fairways irrigation customers·would pay-'the Block 3 rate for their first 
20,000 gallons per month and the Block 4 rate· 3.bove that threshold. Though Aqua-NC. iS unable 
to-assess separately-irrigation related· consumption for customers irrigating.through th~ir standard 
household meters, the Company expects that most irrigation-related consumption Would be 
captured in proposed Blocks 3 and 4. The Company-therefore assesses that this·,structure would 
provide.equitable treatment and similar conservation signals·to·its irrigation·-customers.regardless 
of the presence or absence of separate irrigation meters. 

Witness Thill testifies tharthe intent of implementing an inclining block rate structure is Jo 
promote water conservation . .It is, therefore, critical that the reduced customer consumption 
specifically intended·by. this pilot.program.is fully considered in the establishment of rates. Failure 
to c_onsider th_e·reduced conswnptii:m would assure.that th~-Company's revenue will fall short-of 
authorized levels. 

According to witness Thill, the Company. has, therefore, attempted to address revenue 
sufficiency and stability in two ways_. First, the coqswnption estimates Aqua NG_used to determine 
pricing bands iffthe pilot areas have been reduced to reflect demonstrated .trends 'in price elasticity. 
Price elasticity measures the.responsiveness of consumption to price changes. There are of course 
many factors. that influence water demand (price, weather, and income, among others) but 
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research-particularly on price elasticity-has been fairly extensive. The Company incorporated 
ah elasticity of -0.3 in its consumption projections. That is, a 10% ·increase in consumer cost is 
assumed to drive a 3% decline in consumption. There has-been extensive research on the subject 
of price elasticity in the water industry and Aqua NC established its rate based in part on.the work 
of Sheila Olmstead and Robert Sfavins, as published by the National Bureau of Economic Research 
in'2008, "Comparing Price and Non-Price Approaches to Urban Water.Conservation". The authors 
conclude, based On their own work as well as a review of other large studies, that: 

"The price elasticity of residential demand varies substantially across place and 
time, but on average, in the United States, a 10% increase in the marginal price of 
water in the urban residential sector can be expected·to diminish demand by about 
three to four percent in the short run." [Page 8] 

Further in support of that figure, the UNC School of Government Environmental 
Finance Center in its 2009 report required by NCUC Docket_ Nos. W-218, Sub 274 and W-224, 
Sub 15, stated: 

" ... we assumed a·price elasticity,of-0.3, meaning that for every 10% increase in 
the total bill that the customer receives, the.customer responds by decreasing their 
water consumption.by. 3%. This elasticity is based on the most recent and focused 
analysis on water price elasticity in North Carolina." 

Witness Thill states that if a consumption decline is not factored into the rate design 
process, any success of the program as proven by reduced consumption will necessarily be 
absorbed by the utility in the forrn of insufficicn(revenue and reduced return on common equity. 
Even if a revenue reconciliation process is approved, the ~urden of the initial revenue shortfall will 
be financed by the Company. Incorporating a consumption decline, or repression, in the calculation 
ensures that the utility is not working against its own interest.in further funding fhe public policy 
initiative of conservation. The Company's second measure to ensure revenue adequacy and 
stability is the implementation ofa revenue reconciliation process specific to the pilot areas. Note 
that this revenue reconciliation is specific to, and integral to, the pilot program. The reconciliation 
should be evaluated on its own· merits and !lot in the context ·of any separate discussion on a 
proposed Consumption Adjustment Mechanism that might be applied to customers outside of the 
pilot program. Considering the many variables that influence water demand and that this pilot 
program intentionally means to increase the varia~ility of that demand, as a general matter of 
fairness there must be a settlement.process to ensure that neither the pilot customer group (as·a 
w·hole) nor the utility is unduly hanned or enriched by this program. 

Regarding the purpose of the revenue reconciliation, witness Thill testified that the 
ratemaking equation, put simply, is that X number of customers should pay an average ofY dollars 
each to produce Z dollars of revenue. Just as expenses (the driver of Z) are fixed, 9ustomer count 
(X) is also fixed-as-of a point in time. Customer count and expenses are considered only to the 
extent they are known.and measurable as of the end of the post-test year period. The deficiency i_n 
the calculation is that the average revenue· per customer (Y) requires t_he use o( an unknowable 
amount of consumption. The revenue reconciliation corrects for that,unknowable element of the 
equation. Although parties may reasonably disagree with the eonsµmption assumptions, the intent 
is that the Company should receive its full.authorized revenue requirement, no more and no less. 
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If past customer behavior fully foretold future behavior, there would be no need for a revenue 
reconciliation process. He states that is -not Aqua NC's reality, but the customer behavior does not 
significantly change the utility's revenue requirement. The revenue reconciliation seeks to simply 
correct the deficiency in the originaJ rate setting that was created using historic irregular 
consumption patterns. 

Witness Thill .testifies that, for illustration purposes, Thill Revised Direct Exhibit 4 
provides sample revenue reconciliation calculations under three difTerent scenarios, but the 
concept is consistent within each of those illustrations. Dividing the volumetric revenue 
requirement by the.number of bills used in detennining rates provides Aqu_a NC with the Revenue 
per Bill - as Authorized. Aqua NC would perform-a similar calculation using actual data in the 12 
full months following implementation of rates to determine the Revenue per Bill - Aetual. The 
difference between those actual and authorized averages would.define the Company's Average per 
Customer Usage Excess or Deficit. Dividing that Excess or Deficit by the Revenue per Bill as 
Authoriud provides Aqua NC Excess or Deficit Rate. The Rate is then multiplied by the originally 
authorized·volumetric revenue to determine the value of the excess or deficit. 

Witness Thill states that, after allowing three months to collect and analyze the data, 
surcredits or surcharges would be assessed o"ver a 12-ITlonth period in order to settle baJances 
within one year. If the average customer bill is less than authoriud, that would typically reflect 
that consumption was less than- modeled in the original ratemaking (customers over-conserved). 
In this scenario, had·Aqua NC known the future volumes at the time rates were ~et,_volumetric rate 
levels would have been set higher. the Company therefore proposes to assess a volumetric 
surcharge on future consumption during the recovery period- to."recover any deficit. 

According to witness Thill, if,· however, the average customer bill _is greater than 
authorized, that would typically reflect that consumption was more,than modeled in the original 
ratemaking (customers under-conserved). In that Case, Aqua NC proposes to refund the excess as 
equal credits (surcredits) to the BFC of all customers over a similar 12-month period. Any surcredit 
that may result is proposed to be applied to the BFC, versus volumelrically, in order to avoid 
diminishing the conse_rvation signal intended to be sent to the highest volume consumers. If applied 
volumetrically, a surcredit would allocate a marginally larger Credit to the highest users and lessen 
the intended conservation signal. Any over or undCr recovery as a result of fluctuations between 
the actual components of the calculation and the assumed components in determining the surcredits 
or Slclrcharges would roll into the subsequent period's calculation of the excess or deficit. 

Witness Thill testifies that. customer growth is not included in the revenue reconciliation 
computation. Consistent with the explicit language of House Bill 529 (Session Law 2019-88) 
which: was signed into law on July 8, 2019, the proposed revenue reconciliation calculation is 
computed based on "average per customer usage". To compute the reconciliation adjustment at a 
gross level of revenue, rather than at a per customer average level, would ignore that a portion of 
future revenue may be attributed to customers added after the _test year and would therefore 
incorporate a projective component-to the ratemaking equation. While the Company is supportive 
of a fully projected test year, it is not supportive of a selectively projected test year. The Company 
thinks that using ,a prospective customer count without also incorporating future cost increases 
shbuld not be.permitted. 
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Witness lbill testifies that Aqua NC. proposes a revenue reconciliation only for the pilot 
group. Corisumption volatility ci'eate·s a deficit or excess compared to the u~ility's authorized 
revenue and, therefore, a variation from its authorized return. Generally, the drivers of 
consumption volatility are shared across the Company's customer base. However, the pilot has 
added separate and distinct variables·to purposefully drive greater consumption volatility within 
.this subset ofcustomers.-To the extent:pilot customers pay too much or too little as a result of the, 
unknowable ifnpact of the change in rate structures affecting only them, the benefit or detriment.is 
confined to the pil9t group·and any settlement activity should,similarly be borne by or inure to the 
benefit of only that subset of customers. 

Witiless·Thill testifies that implementation of a revenue reconciliation for the pilot group 
is in the public interest. The purpose of the revenue reconciliation is to correct for an unknowable 
component,ofthe,initial ratemaking.calculation. The Commission will have already ruled on a 
revenue amount that is reasonable and appropriately within the public interest. If the consumption 
levels were knowable, there would be nO.need for. a reconciliation process·as the rates would have 
been set at the appropriate level to allow for full revenue recovery by the u_tility. 'fhe revenue 
reconciliation process simply. allows the ut{iiiy to achieve the authorized amount already deemed 
in the public-interest. 

Witness.Thill 'further states that a revenue reconciliation is integral to·the pilot program. If 
the utility's· revenue sufficiency cannot be guaraJ1,t~ within this conservation program, the, 
Company feels it would be imprudent to accept,. on behalf of its .shareholders, the additional 
financ;:ial exposure that this or any other conservation -program might- create. If Aqua NC is n_ot 
afforded an ability to true up its.revenue periodically .throughout the pilot program, the Company 
reserves the right to withdraw its request to implement the .proposed pilot rates ·and~ instead, 
requests that tqe ~onsolida_ted rate design be applied ~io all customers Within their applicable 
rate entities. 

Summary of Aqua NC Wit11ess 'Tl1ill's Testimony in Response to Cross-Exami11atio11, 
Questions from 11,e· Commissio11,,a11d.011. Redirect 

In fespgnse to questions from Publi~ Staff Attorney Grantmyre on cross-examination 
regarding the Company-'s·proposed coriservation pilot program, witness Thill agreed that reducing 
the Company's water base facility charge would help low income persons or p_ersons using !Ow 
amounts of water, if that was·.the only consideration. He went on to state that " ... it's a balancing 
aCt. So ·to provide more relief at the ·Jowest block, you've got to charge the highest .block 
considerably more. And our analysis was·showing that some of those people in the higher blocks 
were already having.an increase of doubling their rates." Tr. vol. 4, -?.I. Witness Thill stated that 
the.pilot systems are representative.of the type of system~ where the Company is trying to induce 
conservation. Witness Thill accepted a premise from-'the Public Staff that; subject ·to Check, that 
the average water usage is 7,420 gallons per morith for the four water systems' in the Aqua NC 
Water· Rate Division and that average consumption for the remainder of the Unifonn Water 
Systems calculates to:4,149 gallons per mollth per customer. Witness Thill stated thnt it makes 
_Sense·that.the .. pilot program has a'much higher- usage, since those are the customers from whom 
the Company·is trying-to get conservation. 
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Witness ThiU was asked to read into the record the following data request responses 
provided by the Company during discovery as set forth in Public Staff Thill Direct Cross 
Examination Exhibit 1: 

The Company did not perform a scientific study to determine systems for inclusion 
in the conservation pilot but rather rclied·on the subjective input of the operations 
team that manage the challenges_ of these stressed systems each and every day. 
Bayleaf and The.Cape were early nominations for inclusion due to their known 
operational challenges, particularly during irrigation seas,;m, as well as their vast 
sizes that might allow for greater conservation impact. Arbor Run, Merion and 
Pebble Bay each experiences operational challenges as well and were added to the 
pilot ·in order lo add further diversity in geographic location and customer 
consumption patterns. 

Regarding operational cost savings, the Company has assumed a certain level of 
repression in the consumption rates of the pilot customers as explained in 
Testimony. The cost savings associated with 'that reduced volume fl9ws through 
variable operating expenses such as poWer and chemicals in the consumption 
adjustment factor~ 

Projected future captain (sic)1 spend is not a direct considei:ation in the general 
rate case. As such, avoidailce of any such p6tential future capital costs was 
similarly excluded from·the rate case considerations. 

On cross-examination, witness Thill further testified that the Company is requesting 
approval of a revenue reconciliation process in conjunction with its pilot program that is 
"conceptually-similar'' to a•CAM. He responded with an explanation as to why the Company does 
not think it is appropriate to include projected customer growth in the revenue 
reconciliation process. 

On redirect, ,witness Thill testified that .one of the considerations which caused the 
Company to withdraw its request for a CAM in this case was timing in the middle of the rate case 
which made it infeasible to move forward with a CAM. In addition, witness Thill noted the Public 
Staff's stated opposition to.Aqua NC's proposed CAM in its testimony. Witness Thill also.stated 
that the revenue reconciliation procedure was an integraJ part of'the ·company's proposed pilot 
program because there ·are so many moving parts: In.addition, he testified that the Commission 
cited the specific language of the CAM· legislatiqn in its rulemaking docket, " ... which talks about 
average per-customer. use, as opposed to total revenue, which has been .the position of the Public 
Staff." Similar to its objections to approval ofa CAM in this case, witness Thill testified that the 
Public Staff also" ... objected to the·pilot overall, and specifically to.the revenue reconciliation." 
He further stated that the Company's revenue reconciliation, as proposed· for the pilot program, 
does not include an adjustment for customer growth; instead, it measures ,on the average per-

1 The proper word used by witness Thill was "capital". 
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customer use, which he believed to be consistent with the Commission's recent ruling in the 
CAM rulemaking. Tr. vol. 4, 83-85. 

Regarding the Company's high percentages of fixed costs of providing water and-Sewer 
utility· service and how that factors into the Company's proposed rate design; witn~ss Thill 
stated that: 

Well, there's a balance that needs to be maintained. You know, if the only 
consideration was conservation, then it should be fully volumetric. If the only 
concern was the stability of revenues for the utility, then it should be flat rate. There 
has to be a balance somewhere in between. And so as we look at our expenses being 
primarily fixed for both water and-sewer, you know, we've got 90 percent -- or 
almost 90 percent of our costs on the water side are fixed, but only 40 percent of 
our current revenue stream is fixed on the Water side. And that's-an imbalance that 
puts us at risk. Tr. vol. 4, 86. 

In response to questions from Commissioner MCKissick regarding price elasticity 
and repression, witness Thill described in detail why the Company focused-on the National Bureau 
of Economic.Research (NBER) Report in developing the proposed pilot program. See Tr. vol. 4, 
92-95. Witness Thill also described in.detail how the revenue reconciliation process would work. 
Tr. vol. 4, 95-91. In response to a question as to whether Aqua NC intends to, include in its 
calculation those carrying costs.for either the deficit or excess.due to the revenue reconciliation 
for the pilot program, witness Thill replied that: 

I don't think we've gone on record as to say whether or not we believe there should 
be ·a carrying cost adjtistmenL I would just suggest that, as a matter of fairness. that 
if the Commission decides that there should be a carrying cost, that it go either way. 
SO that-to the extent there's an-excess or a deficit, there would be a carrying.cost 
assigned in-a similar manner. 

Tt. vol. 4, 97. 

When asked by Commissioner McKissick to address how long Aqua NC would reasonably 
anticipate that the pilots would last and what the timeline would be, witness Thill responded 
as follows: 

That's a very fair question. In fact, we've had some of those conversations with-the 
Public Staff as well. This, of course, in order to get usable data, is going to take 
some period of time. And it's going-to tak:e--you }mow, we use a'lhree-year average 
currently.in the ratemaking because seasonality will have impacts, and that will also 
have impacts with regards to what we see in the consumption patterns of these pilot 
program individuals. 

So we would suggest that this,has to last at.least two to three full cycles in order to 
get usable data. And, you know, so this is something that should be-evaluated, we 
believe, as part·of, you know, future rate cases. So we have -- Aqua has indica!ed 
that we're likely to be back for rates on a fairly tight schedule going forward, as 
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tight as 15 to 18 mcinths. That won't give us two•cycles in the next case, ~o it's 
probably, you·know, two cases ahead ofus where we can be in a position to provide 
some data to detennine whether ·or not the pilot should eithei" be tenninated or 
expanded to the entire population, or just tweaked. Tr. vol. 4, 98-99. 

IQ response ,to questions from Commissioner Hughes regarding the availability of 
infonnation concerning the percentage of Aqua NC's pilot project customers that rely on •direct 
draft or paperless delivery - paperless billing, witness Thill- agreed to file a late-filed· exnibit 
regarding the percentages of th1::" Company's Customers that currently have direct draft or 
paperless delivery. 

In response to additional questions from Publit:. Staff Attorney Grantmyre, witness Thill 
sta~ that the Company's proposed pilcit, if implemented, would' delay implem~ntation of 
inclining block conservation rates for all of Aqua NCs customers in order to allow time for the 
COmpany to understand'. how such rates might. be implemented {or all ·customers and what that 
impact might be. When asked if the Company could, in its next ra_te case, file for -increasing block 
rates for all the customers and introduce a CAM, at.the same:time, witness Thill replied that: 

We could. I don't know what.that structure would .loOk like, because we ju~t don1t 
have that kiiid of data yet. Again, rll point to,th~ aJ!alysisjust between, I believe it 
was Fayetteville and.Charlotte,.that·the,two programs are very different, both in 
their BFC as well as their volumetric element. And so they have a very different 
c~m~ervation signal. And part of that might have to do with, you know, any number 
of factors, the socioeconomic piece of those two groupS; Tr. vol.4,113. 

On -redirect by Aqua NC's counsel, witness Thill expounded upon why the revenue 
reconciliation mechanism is crucial'. to· the Company's willingness to put this p_ilot,project 'into 
effect Tr. vol. 4,.114-115. Witness Thill alsQ testified' that the Company's situation-would be 
exaecrbated if the Commission were, in effect.. to .approve boili the pilot and the Public Staffs 
recommended rate design of30%/70% for water and 60%/40% for sewer. He stafed,that: 

And the Public Staffs position would continue to drive greater variability in 
revenue, and at the same time do that with tfie intent of i;:reating· further 
conservation, which not only makes_ it more variable, but also less likely to achieve 
the three-year average constimption levels that have,been-used to-detennine rates. 
Tr. vol. 4, 116. 

In further ainplification of his resp9nse. to a previ~us question asked by Attorney 
Granbnyre, witness ThiJI testified that. while Aqua NC COuld prbpose to implement-inclining-block 
rates for all ofits customers in.its next general rate case,that-is not wi}at the Company recommerids 
in·this case. The Company :wants to implement its proposed conservation· pilcit ·program. Witness 
Thill further stated that: 

... We want to -start getting infonnation. And, you know, we could do as Mr. 
Grantmyre said and propose a Company-wide version next- time. We could have 
proposed a.Company-wide version today. But the reality is ~at we don'.t know what 
that would 1ook like. Arid if you' were to talk to the City of Charlotte, if yoll were 
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to talk to the City of Fayetteville, they would give you two different answers 
because they have two ver)'-different structures themselves. 

We did talk to the City of Raleigh and got some of their conce_rns or considerations 
as-.they went through some. of their rate design elements. I know Mr. Becker had 
those conversations. So; you know, we've done some of the research. Ultimately, 
the answer is we're ,;iot sure. You know; we're just trying to-get the best information 
available today to·starnhis-process. You know, the longer we wait - and this is 
part of Mr. Grantmyre's_ point, I believe, is that the longer we Wait, the I~ effective 
it is. So we need to start,getting some information, and that's why we've got the 
pilot out theretoday. Tr. Vol. 4, 116-117. 

In. response',to,a further question from Aqua NC's counsel, witness Thill agreed-that the 
Pu_blic Staff could itself have proposed a.Company-wide rate design'that included inclining-block 
rates but did •not do so. Witness Thill further stated that in the Commission's rate design 
rulemaking proceeding.(D6cket No. W-100, Sub 59), the PubliC-Staff did'recommend that,block 
rale design ·is-the optimal way·to go. Witness Thill asserted, however, that the Public Staff made 
no such proposal in'lhis case. He further stated that, even more interesting, is that the Public Staff 
-proposed a 30%170% rate.design in this.case assuiriing that-the CAM was either rejected.by.the 
Commission or withdrawn by t!ie Company. But here, the Public Staff put forth a proposal that 
would create.greater uncertainty with a greater volunietric numb~t for Aqua NG, but conditioned 
it-on that-there not be a revenue adjustment mechanis_m to provide a floor for the Company. Witness 
Thill testified that while there is reference in the Public-Staff's testimony that repeats sOme.ofthe 
language of the C9mmisslon about trying, to create conserva!ion and efficiency while also 
measuring:up against.revenue stability.and sufficiency, "I don't see·-that as a two-sided equation 
coming from the PubliC·Staffs version." Tr. ,vol. 4,_ I 17.:.i9. 

Summary of Public Staff Wit11ess Charles Junis' Testfmony 

Public-Staff witness Charles Junis testifies that, in its application and as detailed in Jhe 
direct testimony of.Aqua NC witness Edward Thill, the Company. has proposed a "Coilservation 
Pilot Program" to implement tiered inclining.block volumetric rates, including-separate irrigation· 
rates, to be charged to residential water customers in, the Arbor .Run, Merion, Pebble Bay, and 
Bayleaf Master System service areas (Aqua NC Water rate entity) and The· Cape service area 
(Fairways Water iate·entity). As part of the .proposed Conservatio_n Pilot Program, th_e Company 
ine9rporates a projective repression,of usage levels below the three-year average already subjected 
to the COinpany's proposed Conservatic;m Nonnalizittion·Factor. ln addition, the Company requests 
a,revenue reconciliation .to be computed within the pilot'program that.would guarantee-that the 
revenue requirement per biJ1,be recovered in rates. 

Witness Junis testifies that the Public Staff has·concems about Jhe practicability, fairness, 
and value of the proposed pilot program. While well-designed inclining_bloek rates can effectively 
p_romote conservation,,the Public Staff has identified.the· following-concerns with the Company's 
proposed pilot program: (I) the pilot ,is a limited and unrepresentative .sample Of residential 
"Customers; (2) would not "pr_ovide meaningful results that We might .extrapolate across the 
Company's full customer base in future .rate design considerations" as the, Company claims, 
(3)-reverts to ratemaking with,fystem-spedfic rates as.'opposed to unifonn rates, (4) ignores.the 
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overlapping purpose of House Bill '529 and·CQmniission Rl}les R7-40.and Rl0-27, (5) the_potential 
benefit(s) of the program may be outweighed ~y the valuable personnel resources of the Company, 
Public Staff, and Commission required to implement-and track the_pilot, and'(6) nearly guarantees 
service revenues, thus reducing risk. In addition, sing]ing out groups of customers would be 
d_iscrim1fi¥t:tory and potentially prejudicial if those customers' bills increased significantJy under 
the-inclining:block rates in comparison to other·customers charged unifonn us~ge rates, or vice 
versa fof loW usage customers. 

Witness Junis states that Company witness,Thill states the following regarding the sample 
of cust9mers chosen for the pilot program: 

The .use of a pilot--actually two pilots, .one for the four water system customers 
included in the ANC Water rate design pilot and one for the Fairways Water system 
customers rate design pilot-will bett~r allow us to analyze the results eacll pilot 
will have·on-a smaller scale·before designing and applying any one·or more·final 
rate designs to the larger population of Aqua customers. The Company believes it 
woilld be imprudent to subject the entire customer base to such a dramatic structural 
change without first detennining the ·effects of ·-that change on a smaller 
representative sample of customers. Id. at 16. 

According to witness. Junis, Thill Revised ·Exhibit 3· provides statistics for the .systems 
proposed for the pilot program. From this·table, it is.clear that these·are above average orhigh
usage systems that are not representative of unifonn water residential CJ,!StOIJiers. Company witness 
Thill s~tcs, "I focused our program on systems that had the greatest opportunity for both 
conservation and operational relief .... " and "Each ofthes~ systems is experiencing stress to meet 
peak demand and .could require (potentially near-tenn) capital investment if"conservation· is not 
realized."• In response to·a Public Staff data request regarding operational relief, expense·savings, 
and avoided costs, the Company stated that it _relied on Subjeqtive input from operations staff, "cost 
savings associated with-.the reduced volume [repression] flows through variable expenses·such as 
pow~r and Chemicals in the consumption adjustment factor," and because •'[p]rojected future 
capital spend is not a direct- consideratioi:t in a general_ rate .case" th_e,n "avoidance of any such 
potential future capital costs was similarly excluded from·the rate case considerations." The 
potential benefits are subjective based on the limited supporting documentation referred·~o above. 
The Company-appears to describe operations in crises due to high volume users on one hand,_yet 
on the 9ther hand, fail~ to meet its. burden to describe. h0W the_ pilot may re_sult in relief to these 
systems or an avoidance of capital expenditures. 

Witness Jun is testifies that the Company proposes the use of a price elasticity conslailt that 
is described in two sources referenced on.page 22 of the direct testimony of Company witness 
Thill·and is not specific to Aqua NC's.customer,base; to prospectively reduce ·consumption-based 
on the proposed price increase to the volumetric rate"· within the i_nclining block rate structure. 
While a: price el~_ticity of -0.3. may be expected on average, the projective repression applied·to 
the custoiner consumption data is in addition to the ,Company's Conservation Norril_alization 
Facto·r. The ·company's proposed _factor·m_ost certainly inc_ludes some degree of price elasticity 
impact.as.Aqua NC has increased ·its rates three.times during_the analysis period·of three-year 
averages from Octoberl,2008, to September30,2019, (updated to April 1,2009, to 
March 31,.2020). In_ addition, the repression ignores the socio-economic demographics of the 
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systems that may make them less sensitive to price signals. The·Company's combination of the 
price elasticity, Conservation Nonnalization Factor, and failure to take into account 
socio-economic demogiaphics is likely to result in the overestimation of the expected 
consumption recluction. 

Witness Junis states that while limited in scope to the pilot program, the proposed revenue 
r~conCiliation is materially the same as the.proposed-CAM. Similar to the·Company's reservation 
of the right to Withdraw. its request for a CAM, Company witness Thill states,, "If is not afforded 
an•ability-to 1:n!e-up its,revenue.periodically throughout the pilot program, the Company reserves 
the right to Withdraw its request to implement the proposed pilot rates and; instead, requests that 
'the consolidated rate design be applied 'to ~II-customers within iheir-applicable rate entities." This 
creates a scenario rife "Yith uncertainty in which any variation to the Company~s proposed revenue 
reconciliation or the CAM coli Id prompt_ the Company to· withdraw the request and it is. unclear 
when that might happ~n. This uncertainty could.drastically impact interrelated issues such as the 
pilot program, CAM, rate design, and rate ·of return. Therefore, in order that th_e pilot request·and 
its potential impact on other 'issues may be properly investigated ap.d evaluated, lhe Company 
should.not.be pennitted to alter·its request.indefinitely. 

Witness Junis concludes-his testimony.by stating that the Public Staff recommends-that the 
Commissio·n deny the Company's proposal foi" a pilot-program. 

Summary of Pub/ii: Sta/f Wit1Jess Ju11is.' Testi1i,ony ii, Response to Cross-Examination, 
Questionsfrom tl1e Commission, a11d 011 Ri?direct, 

In response to questions from-Commissioner Mt:Kissick., Public Staff witness-JUJiis testifies 
that, in his ·opinion, because the Company has targe~d high-irrigation customers, or high:.. 
consumptiOn customers:_ 

... you cannot extrapolate those findings to the rest of the customer base .... So 
how can you implem¢nt a pilot and then extrapolate that infonnation from these 
customers·that have 3bnonnally high usage and say, well, these low-consumption 
customers .are also• going to see .some Jonn of decrease or extrapolate those 
findings? Tr. vol. 5, 81. 

Witness Jl.inis.further states that, in his opinion, a-pilot should be a representative sample 
so that you can extrap9late-those finding.5 to.the rest of the customer base. Now that-the Company 
has explained or changed its proposal to define.a period o_ftime to run this pilot, that is another 
reason to deny it. Becaus_e you are now makiilg_a~decision that not only impacts this rate.case, but 
possibly one or two more·rate cases·to keep that pil_ot around long·enough to get enough data: In
response to Commissioner McKissick, witness JuniS expounded at length with criticisms of lhe 
Company's proposed conservation pilot program, including criticisms of th_e revenue 
reconciliation process. Tr. vol. 5, 80-95. 

In particular, with respect to Aqua NC's p_roposed revenue reconciliation pr~cess, witness 
Junis contends that the revenu~ reconciliation· process proposed by Aqua-NC-eliminates risk for 
the Company by fully guaranteeing the revenues apptoved in-Aqua NC's rate case as detennined 
by the billing analysis. Witness Junis proposes a two-prong test to address this.concern. The first 
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prong would be whether the actual average conswnption per customer decreased. He contends that 
this test would adhere to the requirements of the mechanism pursuant to N.C.G.S. § 62-133.12A 
" ... to track and-true-up variations in.average per customer usage from levels approved in the 
general rate case proceeding .... " The second prong would be. whether the total actual usage, 
either .in tenns of consumption ·or the amount .of revenues corresponding to the. consumption, 
decreased. Witness Junis stat.es if both prongs of the test are met a surcharge should be 
implemented because Aqua NC would not be collecting the revcnu~s anticipated in the 
Commission-approved rate design. He notes that if Aqua NC has experienced a decrease in average 
consumption per customer but its revenues exceed the revenue requirement approved in the rate 
case, a surcharge would not be needed because customer growth would have offset the decrease 
in consumption. Witness Junis further states that if the, av~ragc consumption per customer has 
increasc:;d and revenues have also'increased, customers should receive a surcharge credit. Finally, 
witness Junis states that-in the average consumption per customer has increased but revenues have 
decreased, no surcharge would be required because the statutory requirement to address average 
consumption per customer has been met. 

In response to a que?tion from Commissioner Brown-Bland as to whether-the Public Staff 
wou Id be agreeable to the proposed reconciliation if it were based on,the total revenue requirement 
in the pilot area, witness Junis testified that he agrees that the revenue·requirement would'be the· 
threshold or the target for the reconeiliation .. 

In response to questions from Commissioner Duffiey, witness Junis testifies that the Public 
Staff, asserting the alleged flaws of the.Company's pilot proposal, recommended a small shift to 
variable rates in -this case, including a. shift to metered wastewater that has been ·considered for 
years and.years, but has not-been implemented. He also states that implementation of either a more 
expansive inclining block rate or rate de~ign that promotes conservation should happen in the 
Company's next rate case·and that it would be better if it was implemented across the board and 
with a CAM that considers.the full picture. 

In response to questions from Commissioner Gray regarding inclining block water rates, 
witness Junis testifies that, to his knowledge, the Commission has not yet approved use of such 
rates for any water utilities in North Carolina. Witness Junis also.States that inclining block rates 
can penaliie large f:imilies which have a higher level ofoon-discretionary usage, depending on the 
design of the blocks, so that they pay significantly more. There can ,also be situations where 
unrecognized water leaks develop which can result in a "giant" bill. Tr. vol..5, 107-110: 

Commissioner Clodfelter aske_d witness Junis a series of questions related to development 
of a proper experim·ent or pilot program, which would need to reflect diversity of geography, 
diversity of weather conditions, diversity of economics, and diversity of derriographics. Witness 
Junis responded in detail. See Tr. vol. 5, I 13-17. In particular, witness Junis agrees that case 
studies exist on-inclining block rate designs that could be reviewed and analyzed against the profile 
of the Aqua customers and system operations. However, he notes that any rate design implemented 
for Aqua NC would likely be ''tweaked" as actual experience is obtained. Witness Junis states that 
Aqua NC would be requir~d to maintain consumption•billing_data in 1,000 gallonS.bloeks for the 
.Public Staff and Aqua NC to properly evaluate and structure an inclining block rate structure. 
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Witness Junis responded to-multiple questions from Commissioner Hughes which related 
to rate design issues. See Tr. vol. 5, 118-130. 

In response to questions from Public Staff Attorney Grantmyre, witness Jun is testifies that. 
if the Company came back. in its next rate case and proposed inclining block rates for all its 
customers in all areas of the state, and·an the customers had the same inclining blocks, that would 
meet the criteria geographically, socioeconomically, usage-wise, and demographically, because-if 
everyone is· included in that rate design, it is then representative of all of them. Witness Junis 
further states that instead of the pilot program, the Public Staff would prefer that statewide 
inclining block rates b_e considered in the next rate_case. He later modifies-that statement regarding 
statewide inclining block rates by _saying that "I think we would consider slightly modified 
inclining block rates for the different rate entities." Tr. vol. 5, 139. 

Summary of Aqua NC Wil11ess Edward Tl,il/'s Rebuttal Te.stimony 

Aqua NC witness Thill testifies in rebuttal to the testimony offered by Public Staff witness 
Junis. Witness Thill states that on March 20, 2019, the Commission issued an Order &tablishing 
Generic Proceeding and Requiring Comments in Dock.ct No. W-!00, Sub.59 (W-100, Sub 59, 
Orc!er). The.Order made t~e Public Staff, CWSNC, and Aqua NC .parties to the proceeding and 
required the parties to file initial comnients to include "a discussion of rate design proposals that 
ITlay better achieve revenue sUfficiency and stability while also sending appropriate efficiency and 
conservation signals to,consumers." Witness'Thill testifies'that Aqua NC's proposed conservation 
pilot program is a direct response to the Commission's goals as stated in that docket. 

Witness Thill responds to each of the concerns expressed by Public Staff witness Junis 
regarding the Company1s conservation pilot program. He testifies that the first two concerns 
expressed by witness, Junis were that (I) the pilot is a limited and unrepresentative sample of 
residential customers and (2) the pilot would not "provide meaningful results that we might 
extrapolate across the Company's full customer base:in future rate design considerations" as the 
Company claims. 

Witness Thill replies that because the Fairways Water system is one large system in its own 
rate division, the entirety of that rate entity iS included in the proposed pilot and, therefore, the 
Public Staff'_s concern regarding limitation and reasonable representation is not relevant for that 
portion of the pilot. Concerning the four systems in the Aqua NC Water Rate Division pilot, 
witness Junis states in reference to Thill Revised Exhibit 3: "From this table, it is clear that these 
are.above average or high-usage systems that are not representative of uniform water residential 
customers.'' Witness Thill states that .Public Staff's comnient seems to. imp!)' that conservation, 
programs should be equally focused on both ,high-usage and· low-usage systems. Introducing a 
block structure for systems with consumption below the block limits provides no information on 
the cause-and-effect relationship of pricing and conservation. Additionally, conservation-inducing 
pricing for low users places a greater-economic burden on those who can least afford it. These 
households are already likely to have minimal discretionary usage and are therefore less likely to 
experience any financial benefit of conservation. Alternatively, Aqua NC's.conservation pilot is 
intended to affect the discretionary users that are more prevalent in the high-usage systems. 
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Witness Thill testifies that the largest proposed participant system in_ the pilot is the-13ayleaf 
master system in Wake County, serving approximately 61000 households. Although that system 
would_ appropriately be deemed a high-usage system with average usage of over 7,300,gallons per 
month (gpm), the customer base is not a homogenous group of high-consumption households. 
Thill Revised Exhibit 3 introduces the concept of a volatility ratio that attempts to identify the 
magnitude of discretionary consumption in each household. The Exhibit shows.that, while 26% of 
Bay leaf users have significant volatility (defined·as having a volatility ratio gre.iterthan 4.0), only 
a slightly lesser 20% of that system's users have minimal volatility (ratio of less than 1.5). To give 
perspective to that measure, witness Thill stated that; if we assume solely for purposes of this 
exercise.that the average household uses 4,000 gpm 9n a non-discretionary basis, the low volatility 
user might ·spike to 6,000 gpm in a given period while the high volatility users would spike to 
16,000 gpm or more. The volatility ratio.exposes those ci.Jstomers with·the greatest c~pacit)' for 
conservation, as evidenced by their own consumption, and arc-the target of this conservation pilot 
Of the full year population of customers, 19% had low volatility and therefore low discretionary 
consumption. This group would be the primary benefactor"of.the initial conservation rates as they 
have a lower than average consumption pattern and would therefore benefit from the reduced 
volumetric cost ofl3lock l consumption with limited exposure to increases in Blocks 2-4. 

Witness Thill testifies that witness Jullis identifies the pilot as being limited, but that is the 
very nature of a pilot Junis Exhibit 7 shows total measured monthly bills for Aqua NC. Water 
customers during the test year of745,138. Thill Revised Exhibit3 shows total test-year bills fo~ 
those same Aqua NC customers included in the pilot as 76,152, excluding Fairways customers at 
The Cape. Whereas any pilot iS inherently limited, Aqua NC's proposed pilot covers 10% of 
Aqua NC Water and 100% of Fairways Water residential customers. This level of coverage, 
particularly in areas of high consumption, should provide worthful data on the effectiveness of the 
proposed design· and valuable customer behavior information that can be used to refine the ra~e 
structure and apply it to the larger customer population in future cases. 

Witness Thill next addresses the Public StafT's third concern - that the pilot reverts to 
ratemaking with system-specific rates·as opposed to unifQrrn rates. According to witness Thill, this 
objection by the Public Staff would preclude any pilot program. Each of the seven largest'cities in 
North Carolina uses an inclining block structure, and each is vastly different from the others. In 
applying a conservation rate to reaJize a·static revenue requirement, higher consumption customers 
will subsidize the·cost of.lower consumption users. The.average revenue requirement calculated 
to be reaJized from the entire population of"piloted" communities is calculated to be the same as 
would be realized across non-pilot communities. -Witness Thill testifies that there is no singular 
"correcf' model and Aqua-NC thinksthat both customers and the utility are better served by testing 
this concept on a representative few systems before exposing the entire cilstomer,base to a drastic 
change in rate structure with many unknown consequences. 

Witness Thill addresses the Public StafT's fourth concern that the pilot ignores the 
overlapping purpose of House Bill 529· and Commission Rules R?-40 and Rl0-27 as follows. 
Contrary to this statement, Aqlia NC's pilot program embraces House Bill 529 by making a 
condition of its pilot that a revenue ~conciiiatio·n • process also .be implemented. A program that 
intentionaJly reduces consumption but does not factor that reduction (repression) int6 ratem·aking 
assigns the full cost of conservation to the utility and directly compromises its opportunity to 
achieve the Commission authorized return. On the other hand, a program that assigns a repression 
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element, an unknowable variable, without a reconciliation feature adds significant risk to both 
customers and the utility and is in the interest of neither. 

The Public· Starrs fi"flh concern is that potential benefit(s) of the program ma:y be 
outweighed by lhe valuable personnel resources of the Company, Public Staff, and Commission 
required to implement and track the pilot. Witness Thill stated that, again, this objection by the 
Public Staff would seem to·preclude any pilot program. He noted.that witness Junis stated that: 

The potentiaJ benefits are subjective based on the limited supporting documentation 
referred to above. The Company.appears to describe operations·in crises due to high 
volume users on one hand, yet on the other hand, fails to meet its burden to describe 
how the pilot may restilt in relief to lhese systems or an avoidance of 
capital expenditures. 

According to ·witness Thill, this argument seems to require definitive quantification or 
savings that might be had,from a pilot that has never been implemented, essentially requiring past 
proof of future benefits. Aqua NC approached its pilot assuming that certain "truths" already exist 
regarding lhe benefits that reduced consumption might create, as well as the impact.that a properly 
constructed block structure might haye on conservation. Those "truthS" would seem to be echoed 
in the following Comments of the Public Staff filed on May22,2019,·in Docket No. W-100, 
Sub 59: 

Decreased usage is a de~rease.in demand. In addition to the revenue and short-term 
variable expense effects, decreases in demand can delay or even eliminate the need 
to undertake capital-intensive projects such as the expansion of"plant capacity. For 
the larger privately-owned pubiic utilities, this Ca{! add up io thousands or possibly 
millions of dollars of savings that would otherwise be booked. (Pages 2-3) 

... decreased usage results in decreased pumping which, in tum, increases· the 
longevity and reliability of wells. (Page 3) 

Due. to higher pri~es for greater consumption, increasing' Qlock rates also send a 
_strong conservation signal to customers. During times when a system's ~pacity 
may be limited, such as during periods of increased irrigation, the demand increase 
is captured by a higher cost for above average water usage. This increased cost may 
encourage customers to focus on conservation measures. (Page 8) 

When the demand exceeds the well pumping supply and effective storage capacity, 
the customers can experience fow pressure, degradation of water quality, and/or a 
complete outage. {Page 27) 

Based on the foregoing review of rate structures, and based on- its experience and 
expertise, the Public Staff is of the opinion that,,to best balance the·objectives of 
sufficient and stable revenue for the utility with appropriate signals to consumers 
that support and encourage efficiency and conservation, water and wastewater rates 
should be volumetric with one or more increasing blocks. (Page 31) 
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Witness Thill states that it is important ·to note that the Company's conservation pilot is 
proposed in response to the Commission's request of Docket No. W-100, Sub 59. Benefits o_f a 
block structure as opined-by.the Public Staff in the quoted passages include de_creased capital costs, 
better access to water, reduced pressure concerns, and better quality. Each of these benefits inures 
to the customer. The utility will hopefully experience operational relief, -which was a key 
component of Aqua NC's system selection, but that is still a benefit to the customer. The economic 
impact to the utility is:actually a reduction of future capital investment and therefore a reduction 
of future earnings. 

According to witness Thi"ll, Aqua NC is supportive of the Commission's conservation 
initiative and appreciates· its recognition that conservation brings with it chaJlenges to the 
sufficiency and stability'ofthe utility's revenue. The Company has attempted to design its·pilot in 
a manner that encourages conservation without sacrificing its· own authorized earnings. To that 
end, the Company qas assumed price elasticity using informalion gathered from the 2009 report 
of the UNC. School of Government Environrriental Finance Center required by NCUC Docket 
No. W-218, Sub 274 and W-224, Sub 15: 

... we assumed a price elasticity o'r .:0.3, meaning that for every I 0% increase in 
the total bill that the customer receives,_ the customer responds by decreasing their 
water consumption by 3%.-This elasticity is based on·the most recent and focused 
analysis on wciter priC:e elasticity in North Carolina. 

Witness Thill t~stifies that witness Junis objects to the use of that elasticity measure since 
it "is not specific to Aqua's customer base" even as Aqua NC's operations span 51 counties across 
all of North Carolina. Witness Junis' challenge would, again, essentially require past proof of 
future events. However, witness-Junis then seems to soften his stance somewhat in stati_ng: 

While a price elasticity of -0.3 m~y be expected on average, the projective 
repression applied to the customer_ consumption ·data is in addition to the 
Company's Conservation Normalization Factor. The Company's proposed factor 
most certainly includes some degree of price elasticity impact as .Aqua has 
increased its rates three times during-the analysis period of three-year averages from 
October 1, 2008, to September 30, 2019, (updated to April 1, 2009, to 
March 31, 2020). 

Witness Thill states that this statement conflates two independent measures. The 
Conservation Normalization Factor measures the reduced consumption experienced in the past, 
independent of the reason for that reduction. Repression is a research-based projection of the 
amount that future consurription is likely to decline directly as a consequence of a change in rates. 
Without providingjustificat_ion· as to how these·concems, individually or in combination, would 
yield such.a result, witness Junis concludes: 

The Company's combination of the price elasticity, Conservation Normalization 
Factor, ·and failure to take into accountsocio-economic demographics is likely to 
result in the overestimation of.the expected consumption reduction. 
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Regardless of the validity,ofwitness Junis' argument either in totality or of any component, 
witness Thill states that his conclusion of an overestimation of consumption reduction could prove 
true. Sucli a statement should not be regarded as a softening ofthe·Company's position but rather 
an acknowledgement that the modeled repression of -·o.J most certainly will nOt exactly be 
experienced .. Aqua NC does not know if it will- be more or less, but ..:0.3 is the best estimate the 
Company has.today of an unknowable future event. As a result, actualized repression will result 
in the Company receiving more or less revenue than intended by the ·Commission - unless a 
reconciliation measure is adopted in concert with·the pilot·as discussed earlier. 

Regarding the Public Staff's sixth concern that the pilot nearly guarantees service revenues, 
thus reducing'risk, witness Thill states that, while Aqua NC has·conditioned its conservation pilot 
program on the implementation ofa related revenue reconciliation process, that reconciliation acts 
as a safeguard for both customers and the utility. Aqua NC's intent within this program design is 
to encourage conservation without sacrificing its own opportunity to·eam its authorized earnings. 
Implementing a pilot' rate design that flllly satisfies the totality ·of the Public Starrs objections 
would result in a design encompassing- I 00% of Aqua NC's customer base, with .no ,elasticity 
assumption and no revenue reconciliation. 

In addition, the Public Staff asserts that singling out groups of customers would be 
discriminatory and potentially prejudicial if those customers' bills increased significantly under 
the inclining block rates in comparison to. other customers charged unifonn usage rates,, or vice 
versa for low usage customers. According to witness Thill, this standard, similar to other objections 
raiSed, would preclude any effective pilot from implementation. All pilots, by definition, only 
apply to a subset of the.customer base, while a pilot- must necessarily create significant increases 
or decreases to be considered effective. 

. .. 
Witness Thill further testifies that any change to Aqua NC's rate structure will necessarily 

create "winners" and "losers", some intentionally and some by association. This objection is 
another argument in favor of the Company's revenue reconciliation proposal since if specifically 
ensures that any excess or deficit.in revenue-generated by .the pilot is returned to or collected from 
only those customers that contributed to that excess or deficit 

Witness Thill testifies· that the Company has proposed its pilot in response to the 
Commission's interest in water efficiency and conservation. The pilot covers a representative 
group of users in mostly high-volume, operationally c;hallcnged systems that have significant 
opportunity for· benefit and where consumer behavior can best be evalua_ted in tenns of the 
effectiveness of conservation price signals. The proposed revenue reconciliation process is, an 
integral element of this pilot program providing a critical safeguard for both the customers and the 
Company. If the Commission- detemiines that the ·revenue reconciliation process as proposed 
should not-be approved, witneS:sThill'stated that the,Company would respectfully and regrettably 
.withdraw its proposed conservation pilot. 
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Summary of Aqua NC Wih1ess Tl,i//'s Testimony i11 Response to Commission 
Questions 

ln response to a question from Commissioner Duffley, witness Thill testifies that, if the 
Commission modified the J)ilofs revenue reconciliation process, he could not commit on behalf 
of Aqua NC that the Company would proceed with the pilot. 

Commissioner Brown-Bland asked witness Thill if the Commission capped the pilot 
program to the revenue requirement, would the Company be agreeable to that? Witness Thill 
responded in detail to the question and concluded by stating that the " ... short answer is that 1 don't 
think the Company would agree to that." Tr. vol. 7, '61. Witness Thill a1so testifies that he could 
not speak for the Company in response to other hypothetica1-type ·questions asked by 
Commissioner Brown-Bland related to the pilot program. 

Su!nmary of Aqua NC Wilness'Tl,il/'s Rebuttal Tesliino11Y on Redirecl 

In response to questions from Aqua NC's com1sel on rebuttal redirect examination, witness 
Thill testifies, that the Public Staff had an opportunity to file a rate design based upon inclining 
block rates but did not do so in this case. Instead, the Public Staff pro-posed to increase the 
volumetric elements for both water.and wastewater service. Witness Thill states that any increase 
in·the volwnetric element of rates increases the Company's risk of recovering its allowed return 
and rates. A CAM would, to some degree, alleviate that concern. 

Commissio11 Conclusio11s Regardi11g Jl,e Conservatio11 Pilot Program 

Based upon a careful consideration of the entire record in this proceeding, the Commission 
concludes that it is reasonable, appropriate, and in the public interest to approve implementation 
of the Conservation Pilot Program by Aqua NC for residentia1 customers in four of the five service 
areas proposed by the Comp_any: Arbor Run; Bayleaf Master System; Merion; and Pebble;: Bay. 
For the reasons set forth below, the Commission declines to accept Aqua NC's proposal to 
implement_a Conservation Pilot Program for The Cape SC;lrvice area. 

By Order entered in Docket No. W-100, Sub 59 on March 20, 2019, the Commission 
initiated an Investigaiion of Rate Design for Major Water Utilities, requesting, in pertinent part, 
"a discussion of rate design proposa1s that may better achieve revenue sufficiency and stability 
while also sending appropriate efficiency and conservation signals to consumers." Aqua NC's 
proposed_ conservation pilot program is a direct response to the Commission's goa1s as stated· in 
the generic docket. The proposed pilot program has been rigorously and comprehensively 
reviewed by the Public Staff and the •Commission and, notwithstanding -the position taken in 
opposition thereto by the Public Staff, the_ Commission concludes that the use of a pilot program 
in a portion of the Aqua NC Water Rate Division will,better allow Aqua NC, the Public Staff, and 
tlJ:e Commission·to analyze the results the pilot will have on a smaller scaJe before designing arid 
applying any one or more final rate.designs to the larger population of the Company's customers. 
Further, the Commission deten11ines that exploration of rate design structures, through pilot 
programs is appropriate because real-world data is ne_cessary !o resolve the complexities involved 
in predicting customer responses to rate design changes and in understanding the impact On a 
utility's finances. 
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During the expert Witness hearing, Public StalTwitncss Junis testified that instead of the 
pi_lot program proposed by Aqua NC, the Public Staff would prefer that statewi_de·inclining block 
rates, with a CAM, be considered in the next rate case. He later modified his statement-regarding 
statewide inclining block rates by sayirig that "I think we wollld consider slightly modified 
inclining block rates for the:dilTerent.rate entities." Witness Junis also noted that any rate design 
implemented for Aqua·NC would likely be "tweaked" as actual experience is obtained. Witness 
Jun is stated_ that Aqua NC should be required to maintain consumption billing data in_ 1,000 gallons 
blocks for the Public StalTand Aqua NC to properly evaluate and-structure.an inclining block rate 
structure. Witness Junis also pointed out the disadvantages of an inclining block rate structure 
stating .that such a rate s~cture can penalize large families which have a higher level of 
non-discretionary usage and that depending on the design of the blocks, they may pay significantly 
more. He,noted there can also be situations-where unrecognized water leaks develop Which Can 
result in a "giant" bill. Although not presented in his prefiled testimony, witness Junis' testimony 
concerning the.implementation·of statewide inclining bloCk rates for Aqua NC is consistent with 
the comments filed by the Public-Staff in Docket No. W-100, Sub-59. 

The Commission agrees with Aqua NC witness Thill that pilot programs are by their very 
nature limited; that the pilot is rightfully intended to alTect Aqua NC's discretionary water users 
with the greatest capacity for conservation that are.more prevalent in the Company's high-uSag~ 
water systems; that Aqua NC's proposed-pilot covers ten percent of Aqua NC Water; that this level 
of coverage, particularly in areas of high consumption, can reasonably be expected to provide 
useful data and valuable customer behavior information which can be used to refine the rate 
structure and apply it to the Company's larger customer population in. future cases; that the 
proposed revenue.reconciliation process acts as a safeguard-both for Aqua NC and its customers; 
and that.the allegations of discrimination and prejudice,ra_ised by the Public StalTwould preclude 
implementation of any pilot progran1s, since pilots, .by definition, generally apply to a subset of 
the customer base. 

Although the Commission declines to accept' the implementation of the Company's 
proposed pilot_program in-the Fairways Water Rate Division, the Commission·concllldes that the 
Company's proposed pilot program for a portion of the Aqua NC Water Rate Division will better 
allow Aqua NC to analyze the results this pilot will have on a smaller scale before desjgning and 
applying·any one or more final rate designs to the larger population of the Company's customers. 
The Commission concludes this analysis on a smaller scale is particularly important because there 
are many variabilities in an inclining block rate structure, from the number and size of the blocks, 
to,the various step points, and the magnitude of the unit price dilTetence between blocks. Further, 
the Commission concludes:that an analysis of the impact these.variables have on.the elTectiveness 
of the rate structure in promoting water efficiency and conservation should include both an 
evaluation of the municipBl and town water and sewer systems operating in the·State that currently 
utilize inclining- block rate structures as well as actual customer reaction and changes in 
consumption observed through the implementation of Aqua NC's pil9t program. 

Moreover, there are not presently any tiered rate structures approved for the North Carolina 
water and sewer utilities regulated by the Commission. Implementation.of tiered inclining block 
rate structures would be a significant change irl rate design for the regulated water and sewer 
utilities. It is reasonable and appropriate to implement a pilot program in a portion of Aqua NC's 
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Water Rate Division to allow Aqua NC, the Public Staff, and the Commission to analyze the results 
on a smaller·scale before designing and applying any one or more.fina1 rate designs to the larger 
population of Aqua NC.'The application of a pilot program in.a portion of Aqua NC's Water Rate 
Division,should provide the Company, the Public Staff, and the Commission an opportunity to 
explore the effects of a tiered inclining block rate structure on·a variety of customer types in several 
geographical areas in the State; to make comparisons of actual pilot- program results to data 
pertaining to nonregulated entities (towns, municipa1ities, etc.) that utilize inclining block rates; to 
eva1uate.the.feasibility ofutilizjng inclining block rates rather than Aqua NC's current sirigle-tier 
rate desiw structure compared to-the resulting benefits in water efficiency and conservation; and 
to review Aqua NC's reports of the monthly consumption data of accoun!s by blocks of 1,000 
gallons to ensure that all required infonnatioll is captured prior to possible full ·or pennanent 
implementation of inclining block rates in some or all of Aqua NC's service areas. 

Furthennore, the application of a pilot program in a portion of Aqua NC's Water Rate 
Division should provide the Company, the Public Staff, and the Comniission the necessary data to 
compare whether other rate design proposals, such as a rate design consisting of30%n0% base to 
usage charge with a CAM,.may achieve similar water ~onservation objectives while being_simpler 
to.administer. 

The Commission observes that there are approximately 6,000 residential customers on the 
Bayleaf Master water system and there are fewer than 800 residential sewer customers. The 
Bayleaf Master water system customer base is not a W1ifonn group of high•corlsumption 
households but rather includes some· diversity with respect to water usage. Bayleaf is a water 
system with a histc,ry of marginally adequate well water capacity during extended periods of high 
demand that typic!lliY occur during hot, dry weather which historically has-resulted'in heavy lawn 
and shrub irrigation. Bay leaf water customer Becky Daniel testified at both the public hearing held 
·dµring Aqua NC's last rate case (Sub 497) and.the,present proceeding. Witness Daniel testified in 
support of Aqua NC's proposed pilot program for the Bay leaf Master water system. 

Although there is opportunity for both conservation and operational relief with 
implementation of a pilot program in The Cape service area, the Commission concludes that it is 
not appropriate to implement such a program in this proceeding because the metered water rates 
for the Fairways Water Rate Divisiori are significantly lower in comparison to Aqua NC's Uniform 
Water and Brookwood Water Rate Divisions and thus will not provide meaningful results to 
extrapolate across the Company's full customer base in future rate design planning. Further, of the 
approximately 4;251 customers to be included in The Cape pilot program, the majority of the 
i;ustomers, ·2,876 ·customers, are both water and sewer customers and 1,375 are water-only 
customers. Consequently, the Commission concludes·that the.approval of metered sewer rates for 
The Cape service area will send a conservation signal to high volume water users through the 
metered sewer charge. Implementing both metered sewer rates and an increasing block structure 
would complicate the evaluation analysis of the pilot program and the ~venue 
reconciliation process. 

The Commission·acknowlcdges that there are necessarily winners and losers in any change 
to Aqua NC's pricing structure. The lower Volume water users will experience an overall-reduction 
in their average monthly bills and' the high-volume users will experience an overa11 increase in 
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their average bills if they ,do not chang~ their usage patterns. Tllis is consistent with the concept 
that, although most of.the utility's expenses are fixed, it is the peak demand .requirement· of a 
system~s high-volume users that fosters the greatest increment.al ·cost. The focus of Aqua· NC's 
Pilot program is to-provide rate relief for customers whose usage falls within-the lower blocks and 
inducing conservation in those whose usage extendS to the higher block levels. 

The Commission determines that revenue sufficiency and stability-is addressed in two Ways 
in the pilot program; First. the·Consuni.ption·estimates Aqua NC,used to determine-pricing bands 
in the _pilOt areas have been reduced .to reflect demonstrated trends in price elasticity. Price 
elastici_ty meas[Jfes the responsiveness of consumption •to price changes. The Company 
incorporated an elasticity of -0.l in its ·consumption p-rojections, That is, a 10% increase in 
consumer cost is assumed to drive a 3% decline in conswnption. Tl!e.Company's second measure 
to ensure r_evenuc sufficiency and- stability is the implementation of a reVenue reconciliation 
process specific to the pilot areas. This proposed revenue reconciliation-is specific to, and integral 
to, Aqua NC's willingness to implement the pilot-program.1 Considering·the many variables that 
influence water demand and that this pilot program_ int_entionall)' means to increase the variability 
ofthat,demand, as a general m<!lter of faimeSS,there must be a settlement process to-ensure that 
neither the pilot customer group (as a•whole) nor the·Comp3ny is unduly-hanned or enriched'by 
this program. The intent ofthe revenue reconciliation is·that the Company should receive.its full 
authorized revenue requirement, no.more.and no less. 

The Commission·concludes that for purposes.of iJTlplementing a pilot program in a portion 
of Aqua NC's· Water Rate Division~ a revenue-reconciliation process·applicable only to the pilot 
group is in the public interest. The Commission acknowledges that N.C.G.S. § 62-133. f2A allows 
the Commission to ·"adopt, implement, modify, or eliminate a rate adjustment mechanism for.one 
or more of the company's rate 0schedules tO·tra_ck and tru~-up variations in average per customer 
u~age from levels approved in- th_e general rate case proceeding" upon a finding- that such 
mechanism is appropriate to track and true-up-variations in average per customer usage and is in 
the public interest. The Commission concludes that it is reasonable and;appropriate that a revenue 
reconciliation process as set-forth by.the Company be"integral to the-pilot program;·hoWevcr,;such 
revenue reconciliation-p£9cess in this docket for this _specific purpose is not intend_ed_-to establish 
the process by which any future revenue reconciliation for Aqua NC or other .regulated utilities 
related to actu·a1 consumption variances from Commission-approv·ed levels il! general rate case 
proceedings as allowed by N.C.G.S, § 62-133.12A will be calculated. 

In_ regard fo the Public Staff's .opposition to Aqua· NC's :pn;:,posed pilot programs, the 
Commission· concludes that during·the course of its investigation in this proceeding, the Public 
Staff had adequate time to prepare and propose alternatives to Aqua NCs proposed pilot pro~. 
but, instead, simply propos~d a more volumelric water and sewer rate design without the:benefit 

1 ,Aqua NC witness Thill testified that if a consumption decline is not factored·into the rote desig.n process, any 
success oftl1e program as proven.by reduced consumption will necessarily be-absorbed by the utility in lhe·fonn of 
insufficient revenue nn_d reduced rate of return on common equity. According to the Company, incorpo_rating a conSUJTlption 
,decline, or repression, in the calculation eru;ures that the utility is not working against. its own interest in further funding the 
public policy initiative of conservation. 
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ofa CAM or a revenue reconciliation process to-afford a degree of protection to the Company's 
earnings and authorized revenue stream. 

Accordingly, for the reasons set forth !1hove, the Commission concludes that the 
Company's proposed Conservation Pilot Program in a portion of the Aqua NC Rate Divisi9n and 
the integral revenue reconciliation procedure should be approved and adopted for purposes of 
setting water rates in this proceeding. For the reasons set forth herein, the Commission declines to 
adopt the Company's proposed pilot program in The Cape service area, which is part of the 
Fairways Water Rate Division. Further, the Commission finds and concludes.that Aqua NC should 
implement the pilot program for a period of time that allows the Company to accumulate sufficient 
information to analyze the results of the pilot and to apply such results to designing proposed future 
rate structures. Consequently, tht: Commission detcrmihes that Aqua NC's pilot·prograrn should 
include at least -two summer irrigation seasons but should conclude within ·three years of the 
implementation date or the effective date of new base rates in a general rate case application, 
whichever is earlier. 

With respect to reporting. requirements related to the pilot program, the Commission 
concludes that Aqua NC and the Public Staff should work together collaboratively (1) to design a 
quarterly report format to file wilh Commission to inform the Commission r~garding the ongoing 
impact of the pilot program (i.e., the change ,in consumption, customers, and revenues compared 
to historical levels) and any other matters pertinent to the evaluation or continued implementation 
of the pilot program and (2) to file a semiannual report to infonn the Commission regarding the 
detailed calculation of the revenue. ~conciliation process indicating the amount to date of any 
surcharge or surcredit to customers; In regard.to whether a carrying cost should be applied to the 
annual surcharge or sur-credit to customers, that matter will be determined by further order of the 
Commission in conjunction wilh the parties filing of the first proposed annual revenue 
reconciliation adjustment. Further, the quarterly report format should, at a minimum, include 
monthly hJstorical and current consumption by blocks of 1,000 gallons and the corresponding 
number of bills and revenues for each customer group (i.e., water only customer, water and 
metered sewer customer, water and flat-rate sewer customer, and water and sewer with separate 
irrigation meter, etc.) and should be filed within 30 days·of-the end of each Calendar quart.er. Such 
quarterly report may be revised as needed in future filings as determined ·by Aqua NC, the Public 
Staff, and lhe Commission. The semiannual reconciliation ~port should be filed within 30 days of 
the end of the reporting period. In addition, the annual revenue reconciliation request and the 
supporting calculation and data for an annual adjustment should be filed with lhe.Commission at 
least 45 days prior to the annual adjustment effective date. 

Finally, for purposes of the pilot, the Commission concludes that the approximately 800 
sewer customers on the Bay leaf Master System should remain a monthly flat rate sewer customers 
for the implementation of the pilot program due to the Company's proposed reconciliation process 
being a required integral Component of any Commission-approved pilot program. The 
Commission detennines that the complications the.conversion from a monthly flat rate sewer to, 
metered sewer rates will create for the small number of sewer customers ori. the Bayleaf Master 
System should be avoided in order to allow Aqua NC, the Public Staff, and the Commission to 
obtain a more reasonably accurate analysis of the approved pilot program. 
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EVIDENCE AND CONCLUSIONS. FOR FINDINGS·OF FACT NOS. 4~2 

Utility Plant in Service and Plant Unitiz:ition 

The evidence supporting these findings of-fact iS-c0ntained·in-thejoiht testimony of Public 
Staff witnesses Henry andJunis,-in the rebuttaJ testimony of Company witness Thill, and Jhe record 
in this proceeding. 

Summary of Public Staff Testimony 

Public,Staffwjtnesses Henry and Junis testify that they Conducted an investigation of the 
Company's plant.additions to rate base by reviewing Aqua NC's .. utility plant in se_rvice records 
and support_ing documentation. They state that the Public Staff typically confines its investigation 
to the period from.the update period iii the prior rate·case through the update period in the.cwrent 
rate case. However, in order to investigate the Company's novel 'request for aggregated deferral 
accounting _treabnent made in its application in the present docket; witnesses Henry and ,Junis 
testify they' investigated the Company's-plant additions dating back-to 2015. Tr. vol. 4, 260-61. 

Witnesses Henry and·Junis-describe the tenn "plant addition!,," which are capital assets, 
typically including additions,_ improvements, and replacements, booked to ,plant accounts with 
?5sociate depreciation rates. They·note that a single project can c0nsiSt Of more than one addition 
to the gerteral ledger plant accounts. They also include in their prefiled testimony Co_mpany witness 
Thill's_ definitions of various tenninology the Company-uses. in its asset management system. Id. 
at 261. According to witness Thill,·"completion date" means "a general indication that an asset is 
'useful' but it is strictly _infonnatiqnal as no system action derives from this data Aqua· NC 
personnel may use this field as a tickler to indicate substantial completion and to alert accounting 
~rsonnel to·ITlonitor firial bill processing and subsequent uniti7.ation." The tenn·-"in-service.date'-' 
means·''the date,the asset is placed in-service and being 'used' for the benefit of customers. This 
date drives the retirement calendar (except for 'blankets' ... ) and tenninates any AFUDC 
calculation." Id at 261-62 Finally, witness Thill defines "posting or unitization date" as follows: 

This is· when the- asset is removed, from CWJP and added to UPIS, and begins 
depreciating; Unitization occurs.after-detennination.that-an asset is both complete 
(useful) and in~s~rviCe.(used). In that Aqua has been directed by _the Public Staff 
thc1t projects should-close only a·single time, unitiza.tion,is also subject to timing of 
vendor invoicing - that is, unitizati0n occurs only after all vendor invoices have 
been processed which•may be months after_either-(or both of) the completion or in
service dates. 

id. at 262. 

Witness Thill subsequently clarifies for witnesses Henry and Junis that the in-service date 
"drives auto-retirements (where applicable) and ·stops AFUDC" and that unitization "starts 
deprecic1tioh;-must be complete and,in~service." Id. at 261-62. Witnesses Henry and Junis·contend 
that ideally, the.in-service date will occur in the same month as the-unitization date. Id. 
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Witnesses Henry and Junis note in lheir testimony that the_ issue of lhe Company's UPIS 
practices and procedures was addressed in lhe Docket No. W-218, Sub 274 rate case, and lhat lhe 
Commission had accepted the provisions of the Sub 274 Joint Stipulation and ordered the 
Company, among other things, to uadopt a consistent, accurate, and complete accounting system 
.for its detailed plant records that maintains its plant records in compliance with the Unifonn 
System of Accounts," and to "review-its procedures for.determining when projects are completed 
and·should be closed and file its recommended changes to its.procedures within 90 days .... " Id, 
a1 263 Witnesses Henry and Junis further note that, in its First Status Report filed in response to 
the Commission's Sub 274 Order,. the Company stated that the Company's Accounting 
Department allowed ~Oto 60 days after the in-service date for projects to be booked. Id. at 263-64. 
According to witnesses Henry and Junis, this approach would be acceptable to the Public Staff if 
utilized consistently and for an overwhelming majority of its CWIP projects. Relying on the 
Company's description of its accounting practice, the Public Staff.states it did not review the in
service and unitization dates for projects included in rate·base in the·Company's Sub 497 rate case 
in great eriough detail to recognize a number ofinstances in which more than 30 to 60 days elapsed 
between when a project was placed in-service and when it was unitized_. Jd. at 266. These projects, 
totaling approximately $4.7 million, were-identified by the Public Staff in its investigation of the 
Company's novel request for aggregate deferral accounting treatment. ld at 260-61. Witnesses 
Henry and Junis state that while some projects were booked just over 60 days from the in-service 
date, due to the timing of those events, the in-service date and the unitization date occurred in 
different years. The Public Staff do~s not recommend an adjustment related to the approximately 
$4. 7 million •in projects it identified· for which unitiz.atioh occurred more than 60 days after the in
service date. However, the Public Staff requests that the Commission take the matter into 
consideration in its decision. Id. at-266. 

While the Public Staff identifies a number of projects that were not unitized within 60 days 
of the-in-service date, witnesses.Jonis and Henry note.in their testimony that they also identified 
instances in which the Company unitized plant additions within the same month that they were 
placed in-service. Witnesses'Henry and Jun.is point out that this was inconsistent,with explanations 
provided by the Company as recently as Julle 2019 that it took 30 to 60 days to complete the 
accounting process to book capital projects. Id. at 267. Witness J unis further notes on cross
exnmination that unitizing assets more quickly than ·in 30 to 60 days benefitted the Company in 
some instances, such as where the Company could recove_r the costs of a project in a WSIC/SSIC 
proceeding. Id. at 328. As an example, witness·es Henry and Junis state that the Company had not 
updated its November I, 2019 WSIC/SSIC application1 to account for ($16,354) in plant 
adjustments'and-therefore, has been recovering the incremental depreciation expense and capital 
costs associated with that amount through mechanism surcharges since-January I, 2020. Witnesses 
Henry and Junis note that they would recommend that this excess recovery between January I, 
2020, and· the date of the rate case order be refunded as part of the.annual review and· EMF at the 
end of 2020. Id. at 268. 

Witnesses Junis and Henry state that based on their investigation that many of the 
unitiz.ations they identified in the first and third quarters of each year occurred more than 60,days 
after the in:.service date. They note that the first and third quarters are also the second halves of 

1 See Docket No. W-218, Sub497A. 
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the WSIC/SSIC semiannual adjustment periods, or during the post-test year period of rate cases. 
Wilncsses Henry and Junis assert that the delay in the start of depreciation that occurred as a result 
of the Company's UPIS accounting practices resulted in lhe reduction of accumulated depreciation 
and additional return from a corresponding increase in rate base. The witnesses maintain thal this 
delay in the start of depreciation along with the Company's unitization of plant costs close to U1e 
point when rate recovery occurs benefits the Company financially. Id. at 267. 

Witnes;. Henry explains that Aqua NC "uses a half year convention, so no matter whal 
point in time that that asset is booked, the Company captures a half year of depreciation for that 
particular asset in the year in which it was placed in service." Id. at 326. Witnesses Henry and 
Junis explain that delays between the in-service date and the unitization of an asset have an 
especially significant iinpact when the in-service date occurs in one year and the unitization date 
occurs in a subsequent year. Witness Henry further explains regarding this scenario, "you are 
missing out on a full year of accumulated depreciation if you unitize in the latter year versus the ... 
former year when [the asset] went into service." Id. at 324. On examination by Commissioner 
Dufficy, witness Junis asserts that unitization in the,year after the in-service date functions as a 
deferral that essentially shifts the depreciation life of the asset a year into the future. As a result, 
witness Junis contends that' the Company avoids losing rate recovery for a year's worth of 
depreciation expense due to lag and the reduction to rate base from the associated accumulated 
depreciation. Id. at 350-51. 

With respect to the present rate case, witnesses Henry and Junis recommend several in
service date and cost adjustments to UPIS and accumulated depreciation. As part of the Public 
Stafrs review of the Company's Application for Approval of Water and Sewer System 
Improvement Charge Rate Adjustments Pursuant to N.C.O.S. § 62-133.·12 filed on May I, 2019, 
in Docket No. W-218, Sub 497 A, the Public Staff recomni.ended removal of two Aqua NC. Water 
filtration projects totaling $648,434 that were not in service and used and useful during the 
applicable WSIC/SSIC period. The Public Staff also recommended-that the Commission approve 
adjustments related to 13 projects totaling approximately $1.7 million that were placed in service 
in.the third and fourth quarters of2018 but were not unitized until' the first quarter of 2019. These 
adjustments totaled $50,202, or an additional nine months' worth of accumulated depreciation. 
Witnesses Henry and Junis recommend that these regulatory accounting adjustments, which were 
not accounted for in the Company's rate case application, be approved and that Aqua NC be 
required to include them in all future rate cases until the assets are retired. Id. at 269-70. 

The second set of adjustments for which witnesses Henry and Junis recommend in-service 
date changes and cost adjustments to UPIS and accwnulated depreciation related to capital 
expenditures unitized by the Company in the post-test year period in the present rate case of 
October 2019 through March 2020. Public Staff witnesses Henry and Junis adjusted the unitization 
dates for 44 plant additions totaling approximately $1.4 million. The adjustments changed the 
unitization date to the in-service date specified by Aqua NC unless there was information showing 
that the asset was not actually placed in service on that date, and all of the adjustments resulted in 
the accumulation of additional depreciation in the present or future rate cases. Witness Jun.is 
explains on cross-examination that for assets that were placed in service in 2019, but unitization 
and the beginning of depreciation did not occur until 2020, a year of accumulated depreciation is 
lost. Id. at 331. Witness Henry testifies that, for ratemaking purposes, the Public Staff included a 
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full year of depreciation expense and of accumulated depreciation in the present rate case to 
establish a representative level of deprcciatioll and accumulated depreciation that the Company 
would incur going forward. Witness Henry contends that adjustments would need to be made by 
the Public Staff in the Company's next general rate case to correct the Company's books for the 
errors in unitization dates identified by the Public Staff in this proceedipg. Id ,at 332. In addition 
to the adjustments to,in~service dates, witnesses Henry and Junis recommend four adjustments to 
reduce plant for excessive accrual of AFUDC. Id. at 271, 330. 

In addition to their recommended adjustments, witnesses Henry and Junis summarize their 
position regarding the issue of unitii.ation as follows, including a recommendation for the 
Commission to address the issue: 

The Public Staff believes that unitiz.ation should occur within 30 to 60 days of the 
in-service date, and that depreciation should always begin as of the in-service date. 
The Public Staff understands there may be exceptions to when the project 
unitization occurs, but depreciation should always begin when an asset is placed in 
service, without exception. The Public Staff strongly believes.the procedure should 
be that depreciation begins and accrual of allowance for funds used during 
construction, AFUDC, ends on the in-service date. To address this issue, the Public 
Staff recommends that the Conimission order the Company to review its procedures 
for determining when projects are completed, in service, and booked, and file the 
Company's findings on its internal practices, and any plans to change the 
procedures, within 90 days of the Commission's final order in this proceeding. Tr. 
vol. 4, 308-9. 

On cross-examination, witness J unis revises this recommendation based on new 
information that the Company's _PowerPlan asset management system includes a function that 
enables the Company to designate assets as "completed but not classified."1 Witness_ Junis states 
that this newly identified function stops the·aecrual of AFUDC and begins depreciation at a general 
deprec_iation rate of the related plant. Witness.Junis explains that, after an asset is booked at-the 
general depreciation rate, costs in sub-accounts associated with the various components of the asset 
would "continue to be accounted for during a designated period of time or until it is believed that 
all the.costs have been.captured." He further explains that at the end of this period, the costs that 
have been collected and the accumulated depreciation that has accrued since the asset's in-service 
date is booked to the appropriate sub-accounts. Id at 319-21. Witness Junis states that it is his 
understanding that this-function is utilized by various other Commission-regulated utilities in.the 
state including Duke Energy Carolinas, LLC, Duke Energy Progress, LLC, and Piedmont Natural 
Gas Company, Inc. Witness Junis recommends that the Commission order Aqua NC to also utilize 
this function. Id. 

1 Account 106, Completed Construction Not Classified-At the end of the year or such olher date ns a balance 
sheet may be required by the Commission, this account shall include the total oflhe balances of construction projects 
for service company property which has been completed and placed in service but which work. orders have not been 
classified for transfer to lhe detailed utility plant accounts. Unifonn SyStcm of Accounts for Class A Water Utilities 
(1996). 
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Witness Henry admits on cross-examination '11at the practice utilized by Aqu~ NC has·been 
to.begin depreciation as of the unitization date. He aJso agrees that it is a true and-"fa.ir statement" 
that the only time the situa~ion· arises where, the ·Public Staff would· coritest the unitization dates 
and the accruaJ of depreciation is wh_en the plant was placed in service before the end· of one 
calendar )'ear, -but unitizati6n was not completed 1mtil sometime after the first day- of ~e 
subsequent calendar,yea.r. Jd. at 328. 

In response to a question from Commis_sloner Clodfelter-regarding-Aqua NC's AFUDC 
calculations. witness Henry stat_es that the Public Staff, with the·exception·of adjustments to in
service dates for certain "long-:-lived" projects which the Public Staff made in•this case, the Public 
Staff is generally·satisfied with Aqua NC's methodology for calculating.and accruing AFUDC. 
Tr. vol. 4, 342-43: 

Su~n,nary.ofCompany Rebutta/"Testim011y 

Aqua NC witness Thill testifies on,rebuttal-thatAqua Ne disagrees with tfie Public Staff's 
conclusion that the·Company's UPIS practices are inconsistent and· can result in windfalls tO the 
Company to the detriment of ratepayers. Witness Thill testifies that Aqua NC has syste_ms and 
processes in-place.to 'track,. document, and verify its.UPIS. Witness Thill states that these·systems 
and processes Consist-of-annual reviews of internal controls performed because-Aqua NC's-parent 
company, Essential Utilities, is subject to the 'Sarbanes-Oxley process, Aqua NC's finance 
department's quarterly reviews of C3pital project reports ·and meetings with operations. and 
engineering staff regarding !)le status of CWIP,_ and Essen_tial Utilities' internal ·audit group's 
three-year rotational,review of state operations. He.acknowledges.that "real work events" such as 
vacations, sick time, field staff eXpeiience levels, and cOrnmuniCation between, those field-staff 
and-accounting staff impacts·the Company's UPIS proces~es~. Willless Thill discusses some of the 
factors that Complicate the Company~s· UPIS procedures, inC!uding the large volume of projects 
the Company processes each year, and the.need to close p_rojects·for individual systems, b_ut he 
contends that. overall, the Company has, in its UPIS processes,balanced the-interests of.its various 
stakeholders, including shareholders, employees, bondholders,,and customers. Tr. vol. 6, 41-45. 

Witness Thill maintains that the Companis,use of the mid-year depreciation·convention 
minimizes the impact of the unitization date during the same calendar year. He acknowledges, 
however, that when-an asset "crosses years" depreciation is lost For example, when an asset that 
Was placed in service in· 2019 is unitized in 2020, one -Year's worth of ,depreciation is lost. 
Id. al 44'45. 

Regarding the Public Staff's· concerns· about delays 'in the unitiz.ation,of'certain projects, 
witness Thill asserts thaffactors ou_tside the control of the Company.such as vendors a.nd regulatory 
agencies can cont_tjbute to such.delays. Responding·specifically to Public Staff witnesses Henry 
and Junis' Exhibit I to their testimony showing discrepancies between in-service• dates that 
occurred in 2017 and unitization dates that occurred in-20\8 for a numb_ef of Aqua NC plant 
additions,. witness Thill notes that final invoice payments for,some projects having in-service dates 
in October .2017 were not'paid Uf!.til December of that year .and stated that projects •1'Cailno/. close 
until all costs ·are in." Id. at 47. Witness Thill maintains ·that "information· [regarding final 
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paymentSJ is often not known for .some win~ow of tirpe after payments are made· due to the 
necessary coordiilation between-internal ~epartments and external vendors .... " Id at 47-48. 

Regarding Public Staff witnesses Henry and Junis' conteri.tioll that '"the Company benefits 
financially from unitizing-plant costs as-close to rate recovery as possible," witness Thil_l contends 
that a more,accuraJe statement is that "tbe Company is harmed less by lag when it unitizes plant 
costs as close to rate recovery as possible;'' He acknowledges that, as identified.by the Public Staff, 
"unitizations occur·at a higher frequency ,in.months that cut.,off the two semiannual WSIC/SSIC 
filing periods," and suggests that this should not be.considered "surprising or alarming" because 
part of the purpose of the WSIC/SSIC mechanism is to lesseI1 the effects cf regulatory lag. 
Id at 48. 

Witness Thill acknowledges ihat the Company had not updated its November 1,2019 
WSIC/SSICapplication to account for ($16;354) in plant adjustments as noted by Public Staff 
witnesses Henry and Junis. However;,.witnE:ss Thill asserts that the Company included and thatthe 
Public,Staffwas aware of all bu~ $1,829 of the adjustments at issue. Witness Thill further asserts 
th_at the .failure to include .that amount was the· result of an' inadvertent mistake and not the ·product 
of a variance. of the Company's accounting .procedures or evidence that a review of those 
procedures is ne~ssary as-the .Public Staff suggested. Id at 50. Witness Thill testifies that Aqua 
NC did.not challenge the Public Staff's adjustments to the in-service dates for 13 projects totaling 
approximately $1.7 milliori that were Placed in service in the third·and fourth quarters·of2018 but 
we~ not unitized until the first quarter of 2019. These adjustments are shown in Exhibit 4-to,thc 
joint testimony. of witnesses Henry and Junis. /_d at 52-53. 

Regarding the Public-Starrs recommended adjustmehts to the unitization dates-for 44·plant 
additions related to capi!a,1 expenditures unitized by the Company in the post:.test year period, 
witness Thill maintains.that the Public Staff's anal)'sis "does not tak1finto account the reality·of 
the every-day operations of~e utility." Witness Thill states that in any.given,mon~, the Company 
is closing .as much as $13 million 'in,rate base. Excluding the auto-unitizing "blankef'1 projects, 
the Company manually unitiz.ed an average of 133 line-items per month in 2015-2020, and as 
many ·as 749 in a single month. Wi~ness Thill expla_ins that each of these line-items. can be as 
simple as a single invoice or ·as complex as hundreds of lines of-activity including vendor 
payments, internal payroll capitalizations, inventory assignments, overhead allocations and 
AFUDC assessments. Witness Thtli notes that the Public StafPs analysis used to support its 
recommendation "moved the unitization date in advance of the final 'Vendor payment for ten of 
the 44 line~items, a practice unavailable to the Company as Staff has prt!Yious/y. required that 
projects. close a single lime. on_ce all cosls are final." Id at 54. Wit:r1_ess Thill contends that the 
projects for which the Public:Staffadjusted·-the uniclzation dates made up a small fraction of the 
asset additioffi recorded in the first-quarter of2020 and that, in adjusting the unitization dates,,the 

1 "Blanket" 'funding projects represent a specific category of asset additions wilh particular characteristics within 
the Company's PowerPlan asset subledget.-These projects are typically routine replacelllents, often emergency servi,ces or 
similar expenditures that require no engineering or lorig-tenn coordination ofresoui-ces.' Th~ assets arc not assigned (and 
A_qua NC personnel have no ability to assign) COmpletioil ·or in.-scrv_ke dates as they are linmediately Wlitiml and placed 
in-service in the month the expenditure is incurred, This is a standard_feature oflhe PowcrPlan asset subledger, a software 
program designe.d for lhe utility industry. Because these Pll!t:~S unitize individ~ly each month for each asset class ai:td 
cru::h system, Aqua NC's asset listing is oVerwhehnirigly comprised of blanket purchases. 
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Public Staff disregarded its "past policy of a 30-60 :day closing period" and 'failed to take. a 
"holistic'.' view of the Company's unitization pract_ices. 

Witness Thill states that projects are a compilation of lhe efforts of specialists: engineers, 
operators, and compliance professionals. He TtirtheT states that the Company does not employ an 
overlay of professional project managers but rather relies on the individual specialists to 
successfully execute within their silos of expertise, as well as in concert with each-other. Witness 
Thill explains that the. unitiza!ion process is coordinated ·by the Company's property accountant. 
He describes that individual as a highly skilled and experienced accountant, and though neither a. 
project nianager nor a field expert, he states that her role has clements of each discipline. Witness 
Thill conterids that'it is•particularly the project management element that instills complication and 
real-World challenges ih the unitization process as she·coordinates the administrative "ptinch list" 
of open items across the various disciplines, integrated with lhe acCoun_ting requirements to ensure 
that vendor payments occur only when properly approved and substantiated. 

According to witness Thill, the North Carolina-requirement for system level assignment of 
assets is unique. He states that it was. his understanding that no olher state in which Essential 
Utilities,opcrates requii-es assets wilhin the same consolidated rate division to be accounted for at 
the individual water system level. Witness Thill provides perspective to the diffuse nature of Aqua. 
NC's,operations and resultant1accounting challenges by stating that there are 735 water systems 
and· 64 sewer systems in Aqua NC. He notes. that these North Carolina systems comprise nearly 
50%·-ofthe systems in all of.Essential Utilities America but serve less than 10% ofallits customers. 
Witness Th_ill contends that the system-level' of detail takes away one of the benefits of 
consolidation and exacerbates,the added layer of work in tracking the thousands of.projects Aqua 
NC's employees w6rk on every year. 

WitnesS.Thill states that the Company _has adapted to·the requirement to maintain system
level asset information. However, he·notes that real work,events impact the process. Employee 
vacations· and sick time, vendor changes, delays, and varying levels--of field staff experience are 
just a few examples of facfors -that impact the. process. He also notes that, building on earlier 
discussion regarding project management, communication between·the field staff and accounting 
staff is key here. He explains·that in maintaining systeffi-level·asset information, due to the way in 
which individual projects are closed, that communication also impacts the timing of 
closing projects. 

Witness Thill testifies .that the Public Staff's concern is that the Company allegedly 
int_entionally unitizes assets inc6nsistently. He notes that according to the Public Staff, the 
unitization occurs·too·quickly in·some cases, and not soon enough·in.others. He _agrees L!Jat when 
arl·asset unitization is dela)'ed,.even where necessary Or unavoi_dable, it can-end up in the wrong 
year. He states that the Public StaWs concern follows that this impacts the starting period for 
depreciation and that can·have an impact on rate base and therefore rates. 

Witness Thill concedes the project-specific reductions to plant recommended by the Public 
Staff for excessive accrual of AFUDC related to the "Bridgepoint #8 Inst! AquaGuard" and the 
"Instt.AquaGuard Coachmans Trl.#3." Witness Thill disagrees with witnesses Henry and Junis' 
recommendation that the·entire AFUDC amo'tint of $12,526.25 be disallowed for "Field Tablets-
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2_0J9."In support of his position he states that the Public Staff's detennination that-the procurement 
of the field tablets was.not cohstniction in progr'ess."ignores-the very nature of AFUDC, which is 
to recognize the capital cost of financing such. a purchase." Witness ·111m also .disagrees with 
witnesses Henry and Junis' recommendation that only the portion of the total cost of the "RC New 
Generator Beachwood 0,Z-196" incurred in 2018 in the amount of $10,043.95 be included in plant 
In support of his position, witness Thill notes that approximately $20,000 was spent on the project 
in 2011 and 2012, and that the pi"oject did n·ot restart until.Z0I 8, due to.problems obtaining approval 
from a local official. He-' asserts th~t the usefulness of the asset should :control whether _the 
associated costs are recoverable, not the age of the costs. Id at 58-59. 

Witness Thill testifies that the scope of the issues related toUPIS raised'by the Public'Staff 
w-as relatively- small, and notes that the impa,ct.of the Public Staff's reassignment of unitiz.ation 
dates for $ L6 mi_llion of plant additions "yielded a $4,400-reduct~on in the revenue requirement in 
this case." In his prefiled rebuttal testimony, in response to the witnesses Henry and Junis' 
recommendation in.their j>refited·testirntmy that the Company review and file a report on its UPIS 
procedures, witness 1bill testifies that, while the Company contends the processes and procedures 
currently in place. related to UPIS are appropriate, he states '"there is always room for 
improvement".and notes that-Aqua NC was-not opposed.to reviewing its l.JPIS procedures but did 
not think a report was·necessary. td· at 60-61. 

During the expert witness, witness Thill provides an addendum.to the position stated in'his 
prefiled rebutta1 testimony. Specifically, witness Thill states as follows: 

[I]f the Commission is so inclined and in lieu of reaching a ,.decision on the merits 
based on the evidence of the record in this case, ,the Commission adopt the 
recommendation of the Public Staff witnesses Henry and Junis, quote.'ITo order the 
Company to review its procedures for detennini[!g Wheri projec~ are completed, in 
service;_and booked; and file the Company's findings of its internal practices [and] 
any-plans to change the procedures within 90 days of the CompiisSion's Final Order 
in this proceeding," closed quote. 

This would allow Aqua and the Public Staff ample time to fully explore and address 
the UPIS issues pri0r to the ,Company's next rate case and either· come to a 
consensus settlement or engage in further litigation regarding these issues_ in 
that case. 

Id at 78-79. 

During its·case on rebuttal, Aqua NC requested and was granted,.over the objections of the 
Public Staff, pennission to conduct s11ppleII1ental rebuttal examination of witness Thill on the topic 
of Aqua NC's P0wCrPlan asset management system which was addressed by Public.Staff witness 
Junis on cross examination. Witness Thill testifies on supplemental rebuttal examination that Aqua 
NC t,egan using the PowerPlan asset management software in 2009 or 20 I 0. Witness Thill testifies 
that the Company•~,i:lecision·to-utilize PowerP!an,was a_ssociated with· its acquisition of a·nurilber 
o_f disparate. systems using a variety of different accounting ·systems and the, Com_mission's 
directives that the Cc;,mpany take ste~s-to better·manage its accounting processes. Witness Thill 
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testifies that he did not think the UPIS issues raised by the Public Staff in the preserit rate case 
were th~ same·isSues that had prompted Aqua NC to begin using PowerPlan. Id. at 93-10 I. 

When asked by.·CommiSsioner Clodfelter whether the version of PowerPlan used by Aqua 
NC contains the "completed but not yet_categorized'1 modu{e or functionality described by-witness 
Junis on cross-examination which stops the accrual ofAFUDC and•begins depreciation at a general 
depreciation rate of the related plant; witness Thill testifies "it does." Witness Thill clarifies.that it 
was his J.!ndcrstanding that Aqua NC1s version of PowerPlan had contained that module or 
functionaJity since Aqua NC began,using the softw~e and that it was·his·_understanding that other 
Essential Utilities subsidiaries use the module or functionality. FinaJly, witness Thill states that, 
"generally speaking," witness Junis correctly described 'the. manner in which the module or 
functionality operates With respect to costs that are captured after an asset has been placed in 
service. Tr. vol. 7, 36. However, witness Thill later notes that knowledgeable Aqua NC staff had 
concerns- abOut the viability of the "completed,but not yet categorize~'-' functionali!Y in Aqua NOrth 
Carolina's particular case. id. at 47-48. 

In- response to a question from Commis~ioner McKissick regarding when-,depreciation 
should begin on. the in-service date or on ,the unitization date witness ThilHirst .provides the 
Uniform System of Accounts ,description of CWIP which he. states is, "Work orders shall be 
cleated from this ·account as soon as practicable after. compl_etion,of the job." Witness Thill.further 
states regarding the description, "And so.it's not e\len a question,in here about when it's in service. 
It talks about ,after completion. And it talks about. practicable, becau~e th.is is· not as easy as. it 
seems." Id. at 44. 

Witness Thill describes what he thinks should be ._the "overriding ·beginning principle"-
goveming UPIS practices and.procedures as follows: •~ 

Things should move. from [CWIPJ into depreciable plant in ·service when 
practicable, not o_n a particular system dii.te, but when practicable, that flows into 
the system that was,developed at the time which was to.say that it's going to·take 
sometimes.30 to-60 dayS for us to·:do the:complete-unitiz.ation, to move this from 
CWIP into depreciable property. So sometimes ifs going to take some time. 

Witness Thill did not provide.an explanation for.the instances identified by witnesses Henry and 
Junis ·in which it took the Company in excess of 30 to 60 days to complete .unitiz.ation. Witness 
Thill contends·.that the Co_mpan)''s ability to unit!ze some projects•within the same month as the 
in-service date-was not evidence.that the Company always has the.capability to-do so. id. at 46. 

Returning to C9mmissioner McKissick'.s original question - when should depreciation 
begin-- witness Thill ultimately answered· "I'm not sure, because there hlay be costs associated 
with_ modifying th_e system in order Jo be <!_hie to change When that happens/' He'further testified, 
''I think.the Public Staff has raised an-issue which is quite,frankly·valid .... I-think'it's important 
that we all evaluate it._ As· I mentioned, we started looking-at.that.a year ago and we made one 
modification. I_ don't'think ifs probably enough and· I think it needs to continue to develop-much 
as this entire argument has." Id. at 49~50. -
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Witness Thill agrees With Commissioner McKissick that the establishment of a bright line 
standard for when depreciation b~gins would pe beneficial to all parties involved, but he not~s that 
it would· be important for- the Company to conduct a review of the issue and understand the 
implications of any standard that is implemented. Id. at 51. 

Discussion a11d-C01iclusiOns 

The Commission acknowledges that the issue of the Company's UPIS accounting practices 
and procedures" was addressed·byth_e Commission in the Company's rate case in 2009 iri Docket 
No. W-218, Sub 274 after the Public Staff detem,incd that the Company's plant records were 
inadequate following Aqua.NC's aCqtiisitio·n· of several d_iSparate water and :Wastewater utilities. 
In the Sub 274 proceeding;:the Pu_b!ic Staff and Aqua NC stipulated that the Company wotild take 
various steps to remedy this.issue, including that ~e·Company would "review its pr~cedures for 
,detennining When projects are completed-and should be closed and file its-recommended changes 
to its procedures within 90 days of the issuance date.of [the Su_b 274] Order." 

In its first .report filed· in re~ponse to the Sub 274 Order, Aqua NC stated that 'the 
Compariy's Accounting Department allowed 30 to,60,days after the-in-service date for projects to 
be booked. However, as f)Videnced by the testimony and exhibits of Public StaffwitnesS"es Henry 
and Junis in this proceeding, the.Company has failed to consistently book or unitize projects within 
that timeframe. According to witnesses Henry and Junls, the Company's unitiz.ation of some 
projects more.than 60 days aft_erthey are placed in service has resulted iQ,,the Company continuing, 
on occasion, to accrue AFUDC after the in.;.service·date arid postponing the start of depreciation. 
Witnesses Henry and Junis.explain that thjs.delay in unitization of projects can lead to a_decrease 
in accumulated depreciation and a corresponding increase in r<1,te base which can be financially 
beneficial to the Company and detrimental to ratepayers. The inipact of delays in unitiz.ation is 
magnified when, as witnesses Henry and· Junis demonstrated, unitization does not occur until the 
year after an asset is placed in service. 

While Aqua.NC witness Thill testifies that the number of projects identified by the Public 
Staff as having unitization issues, was relatively small in comparison to all of its-plant additions 
including routine replacements, WSiC/SSIC projects, and other CWJP projects, the Commission 
observes that' inconsistency in the .Company's UPIS accounting practices and procedures is a 
longstanding issue that may have a_ detrimental effect on c_ustomers, .although the Commission 
acknowledges that the controversy as ·to when depreciation should begin is a relatively new 
developmen·t in this rate case. 

In this proceeding Aqua·NC requests that the Commission allow the unitiz.ation date to be 
the date in which depreciation begins; whereas the Public Staff maintains that the in-service date 
is the appropriate date. Witnesses Henry and Junis tes_tify that ideally, the.in-service date will occur 
in the same month as the 1;1nitin).tion date. Although not.pr_esented in their joint prefiled testimony, 
at the expert witness hearing witness. Junis testifies that he recently became aware that the 
PowerPlan asset management system contains a "completed construction not classified" or 
"Account 106" function that stops·the accrual of AFUDC and begins depreciation when the asset 
is placed in service, while allowing for components of the asset to "continue to· be accounted for 
during a designated period of time-or up.til it is believed that all the costs have.been captured." On 
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cross-examination from the Commissiori, witness Thill states that it was his understanding that 
Aqua NC's version of PowerPlan had contained that module or functionality since Aqua NC begaii 
using the software and that other Essential Utilities subsidiaries use the module Or functionality. 
However, Witness Thill notes that knowledge_able Aqua NC staff had concerns about the viability 
of the "completed but not yet categorized" functionality in Aqua NG's particular Case. 

Based upon the. record evidence in this proceeding, the Commission acknowledges that 
Aqua NC has operated under the PowerPlan accounting system since August 27, 2010, with 
unitization and,recording of'plant additions on a system-specific basis.having been initiated in the 
second _calendar quarter of 2010. In particular, in its Quarterly Status Reports filed in Docket 
No. W-218, Sub 274~ Aqua NC infonned the Commission that "[o]n a monthly basis the 
Accounting Department sends the Regional Managers a CWIP report for review, requesting that 
the Managers notify Accounting of projects that are complete and· in service. Accounting·allows 
30 to 60 days for·any.trailing costs"to be charged t6 these in-service activity numbers before closing 
the asset." Since that'time, the.Commission notes that Aqua NC has had three·general rate cases 
(Subs 319, 363;: and 497), prior to the Company's current Sub 526 rate. case. The Commission 
observes that in none of those,cases was an allegation raised by any party, including the Public 
Staff, that Aqua NC's UPIS- and unitization practices and policies did· not confonn with the 
Unifonn System of-Accounts or that_ the Company's.depreciation practices were deficient in any 
way. Nor was there any indication dial the accounting issues noted by the Public Staff in ,the 
Sub 274.rnte·case were not fully resolved. 

However, in the.present proceeding, as a result of Aqua NC's· novel request for aggregate 
deferral a_c.counting treahnent and witnesses Hen_ry and Jonis investigation of the Company's·plant 
additions dating back to 2015, the Public Staff discovered that the Compan)"'s approach for closing 
CWIP projects to plant in service was not.being utilized'CO'hsistently. Witnesses Henry and Jonis 
infonned the Commission that there are numerous projects that. have been ·unitized by the 
Company in the same month, and sometimes even the same day, as being placed in.service, while 
others are unitized months, or even years, after being placed in service. Further, witnesses Henry 
and Junis explained that the delay in,unitizing the plant projects also delays the start of depreciation 
and in some instances the conclusion of AFUDG. Witnesses Henry· and Jonis stated that the 
Company's approach, which allows 30 tO 60 days for any trailing costs to be charged to projects 
before closing.the-asset, wotild be acceptable to the _Public Staff if utilized consisteritly and for,an 
overwhelming majority of its·CWIP projects, 

The Commission agree_s with the testimony of witnesses Henry·and Junis that ideally, the 
in-service date should occur in the same month as the unitization date such th.it depreciation begins 
with the in-service date. The Commission also agrees that, without exception, the accrual of 
AFUDC should end on the in-service date of an asset. The Commission finds:and· concludes that 
Aqua NC's current UPIS unitization policy with respect to the commencement of depreci11tion 
would continue to be acceptable if utilized consistently by Aqua· NC with strict adherence to-a 
period of 30 to 60 days being allowed for any trailing costs to be charged to_ tbe projects before 
cl6sing the asset to plant in service: Furthennore, Aqua NC shouldigive particular attention to plant 
in-service dates occurring at.the end of the calendar year such that the one-half year's depreciation 
expense,is recorded 'in the year the plant is.placed in service to,the maximum extent possible. 
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In order that the Commission may fully and finally resolve this issue on a prospective basis, 
the Commission will require Aqua NC to conduct a comprehensive review of its current 
procedures and policies for detennining when projects are complete, in-service, and booked to 
plant in service and file the Company's findings with respect to its internal accounting practices 
and policies and any.plans or recommendations regarding changes in those procedures and policies 
within 90 days of the date of the Order i!] thiS proceeding. Thc·purpose:of _this requirement is to 
evaluate the merits ahd challenges of establishing prospective practices and policies which are 
understoc;,d Py the Company, the Public 'Staff, and the Commission so that iss\jCS such as those 
raised in this case do noi arise in the future. 

Moreover, Aqua NC's comprehensive review of its UPIS practices and .policies should 
include·an analysis of whether the Company can utilize the functionality provided by PowerPlan, 
discussed at the expert witness hearing by witnesses Junis aild Thill, to book completed but not 
classified costs· on the in-service. date and on a continua.I basis shortly thereafter as invoices are 
received and ·paid uritil ·the entire project can be unitized to ensure that AFUDC _ends and 
depreciation begins on the in-service dat~. Aqua NC and the Public Staff should work together to 
fully explore and address the UPIS issues and come to a consensus settlement, if possible, such 
that_ this matter will not be ·a ·litigated issue in a future rate case proceeding. Further, Aqua NC 
should report to the Commission regarding the st~tus of the Company's evaluation and its proposed 
implementation plan and timeframe, if applicable. Upon filing of such analysis by Aqua NC,Jhe 
Commission shall i.s.sue-a further order either approving ·a change in Aqua NC's current. UPIS 
practices and policies or continuing the Company's· current practices and policies with stricter 
attention to specified guidelines as discussed herein. 

In the interim,.the Commission Concludes that within 30 to 60 days after the-in-service date 
for CWIP projects Aqua NC should record the CWIP costs to plant in service _such 'that the projects 
begin depreciating .. Moreover, the Commission concludes that Aqua NC should be particularly 
atteritive.to_ closing.assets from' CWIP to.plant in service in the proper·calendar year such that the 
half year's depreciation expense that should be taken on the Company's books and records-in the 
fir:St year the asset is placed in service begins in the appropriate calendar year. Finally, the 
Company should continue its -curre_nt policy of ceas_ing AFUDC accrual as of the plant 
in-service date. 

In reaching these·conclusions, the·Commission gives significant weight to the testimony 
of witness Thill regarding the volume of capital project transactions that occur in a given month 
and that project costs cari be as simple as a Single invoice or as complex as-hundreds of lines of 
activity including vendor payments, internal ·payroll c~pitalizations, inventory assignments, 
overhead allocations and AFUDC assessmerits. The Commission-also gives significant weight to 
the testimony of witness·Thill' that the.accounting department must work with oth_er departments 
within the Company to detennine the,in service.date, to obtain required invoice approvals, and to 
make appropriate accounting entries, and that such communicatio_n between departments requires 
some necessaTY period of 'time to accomplish. Further, the, Commission acknowledges the 
testimony of witnes~ Thill that the Uniform System of Accounts guides utility accounting, 
supplemented by orders· of the Commission. 1Jie 'Commission gives significant weight to the 
testimony of witness Thill that the Unifonn System of Accounts' description,ofCWIP states.that 
work orders shall be cleared from the CWIP account as soon as practicable after completion of the 
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job. Consequently, the,Cornmission concludes that Aqua NC.should clear the CWIP account to 
plant-in. service Once-the project is completed-as soon as practicable after completion of the project. 

Furthcr,.the Commission gives sigriificant weight to the testimony ofwitness.Junis at the 
expert witness hearing regarding the "completed construction not classified" or "Account 106" 
function ofPowerP!an that stops the accrual of AFUDC and begins.depreciation when the asset is 
placed in service, while allowing for components of.the asset to "continue to be accounted for 
during a-designated period oftime or until iris believed that all the costs have been captured;'' The 
CommiSsion gives substantial weight to the Public Staff's uncontroverted testimony that the in
service date is the objective point in time when an asset is "used and useful," is installed, 
constructed, functional, and providing_Servicc. As of the in-service date, the asset is being utilized 
(i.e., water can flow, lift station.can pump, etc.) and begins to-devalue.with the passage of'time 
due·to wear and tear, which is accounted for through· depreciation ·over the. expected life of the 
asset. Therefore, the Commis.Sion agrees with-the Public Staff that the in-service date is the most 
appropriate.point in time for depreciation to begin if Aqlla NC's asset management system has the 
capability to.accomplish that result for its North Carolina operations. 

The Commission finds that the evidence in this. proceeding demonstrates tha~ the 
PowerPlan asset ·management program is widely utilized by the state's larger and, more 
sophisticated utilities and coniains a "completed construction not classified" or "Account- I 06" 
function that stops the acctual -of AFUDC and begins depr~ciation ',\[hen the asstj: is placed in 
servi~e, while allowing for components of the asset to- "continue to be accounted for during a 
designated period.oftiine or until it is believed that all the costs have been captured?' However, 
the Commis~ion acknowledges that althoµgh witness Thill staled that generally speaking .witness 
Junis correctly described the .functionality of PowerP!an'.s Account 106 function, witness Thill 
noted that "knowledgeable Aqua NC staff had concerns aliout th_e viability o'fthe 'completed but 
not.yet.categorized' functionality in Aqua North Carolina's particular case." Consequeritly, the 
Commission finds and concludes tha_t A(lua NC should evaluate whether the Account 106.function 
of PowerPlan could track asset- costs, wHich are associated with assets that have been -placed in 
service, and depreciate such asset costs at the.general depreciation i"ate,of the related plant for a 
reasonable period oftime •OT until ~II vendor invoices have been received ·and recorded in the 
Company's financial accounting records and should report to the Public-Staff and-the Commission 
regarding its,findings. Such findings should be included with.the aforementioned report filed with 
the Commission within 90 days:of the issuance date:of this.Order. 

Moreover, the Commission urges Aqua NC tO consult'with the :PlJblic Staff regarding_the 
findings_ of its reView of the Company's current. procedures and policies for determining when, 
projects are complete, in-service, and booked to plant in service and to work collaboratively with 
the Public Staff regarding ch_anges·in those·procedures and policies.-such that this matter will not 
be a litigated issue in a :future rate case proceeding. 

With respect_to the matters'identified·by the Public Staff regarding the Company's May 1, 
2019 WSIC/SSIG Application, the, Commission finds anQ concludes based upon, the record 
evidence that the adjustments recommended by the.Public Staff and ,agreed to in ,Paragraph I of 
the Stipulation to the in-service dates and associated accumulated -depreciation, rate base, and 
return on certain projects related to the May 1, 2019 WSIC/SSIC Application are reasonable and 
appropriate to include:in ¢is rate case. 
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In regards to the .adjustmen!s to AFUDC recommended by the Public Staff, the 
Commission further finds and concludes, based upon the record evidence that the adjustments 
recommended by the Public Staff to the in service dates, AFUDC, and associated accumulated 
depreciation, rate b!}Se, and return on,certajn capital expenditures unitized by the Company in the 
poSt-test year period in the.present rate.case and agreed to.as part of the stipulated settlement are 
reasonable.and-appropriate to include in this rate case. 

With respect to: Aqua NC's policy for calculating AFUDc;'.,. the Commission finds and 
concludes that Aqua NC should file its current AFUDC policy with the Commissiqn within 
90 days of th,e isstiance date.of-this Order. Such:policy·should set forth Aqua NC's calculation of 
its current AFtJDC rate upon issuance of the Comniission's final Order ih this proceeding and 
shoµld identify the established parameters (total qollar amount of the project, length, of project 
construction, etc.) for projects to qualify for an AFUDC accrual. 

Finally, with.respect to the disagreement between the.stipul~ting parties in this proceeding 
concerning Whether Aqua NC .should, as recommended by the Public Staff, be re(luired to track 
and include as a regulatory accounting adjustment in all future rate cases until the applicable assets 
have fully depreciated or. retired the stipulated adjustments to (1) the in-seTVice -dates and 
associated accumulated deprecia_tion, rate base, and return on certain projects related to _the May 
1, 2019 WSIC/SSIC Application and (2) the in-service dates, AFUDC, and associated accumulated 
depreciation, rate base, ~d retum·on certain·capital expenditures unitized by the Company in the 
post-test year period in the present rate case, the Commission declines- to require su~h 
establishment of a regulatory accmi:nting adjustment at this time. Rather, the Commission 
concludes that Aqua NC.shotild be provided ari opporturiity to evaluate its current procedures for 
determining when projects are completed, in service~ and booked to plant in service, to work 
collabOrative_ly with the Public· Staff regarding-. any plans to chahge those procedures, including 
any plans.to implement the Account 106 feature,of PowerPlan as discussed hcreinabove, prior to 
the Commission requiring any further adjustmentsct6 Aqlla NC's accumulated depreciation levels 
in a future rate case. 

EVIDENCEAND CONCLUSIONS FOR FINDINGS OF FAC.T NOS. 6J--73 

R_atemaking and Revenue Requirement Issues 

The evidence in support of the ratemaking· and revenue requirement findings of fact is 
found in the Stipulation and· the testimony and exhibits of Aqua NC witnesses Becker, Thill, 
Gearhart, D' Ascendis, Berger, Hanley, Pearce, and· Kunkel and Public Staff witnesses Henry, 
Feasel, Junis, Boswell, Hinton, Darden, and Franklin. 

The following _schedules summarize the gross revenues and rate of return that the Company 
should have a reasonable opportunity to achieve based on the increases and decreases in revenues 
·approved in this Order" for each rate entity. These schedules, illustrating the Company's gross 
revenue requirements, incorporate -the adjustments found appropriat_e by the Commission in 
this Order. 
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SCHEDULE I 

Agua North Carolina,.lnc; 
Docket No. W-218, Sub _526 

N~t Ope;:rating Income for a Return 
For the Twelve Months Ended Sept.ember 30, 2019 

Combined Operations 

Increase 
Present Rates Approved 

Operating Revenues: 
service revenues $61,272,691 $3,446,081 
Late payment fees, 105,583 6,597 
Miscellaneous revenues 1;1.70,926 0 
Uncollecl.ibles & abatements (336 714) ru11~ 

Total opera.ling revenues 62 312 486 J 426 903 

Opcratiiig·Revenue Deductions: 
Salaries & wages 10,789,168 0 
Employee pensions & benefits 3;161,501 0 
Purchased water/sewer treatment 2,627,732 0 
sludge removal 760,234 0 
Purchased power 3,878,492 0 
Fuel for power production 18.494 0 
Chemicals 1;330,863 0 
Materials & supplies 535,914 0 
Testing fees 1,062,424 0 
Transpcl_rtation 1,308,389 0 
Contractual services-engineering 22,867 0 
Contractual scrviccs-acrounting 218,996~· 0 
·Contractual services-legal 372,517 0 
Contractual, serviceS-other 4;646;229 0 
Rent. 295,836 0 
Insurance 723.202 0 
Regulatory-commission expense 468,294 0 
Miscellaneous expense 1,801;761 0 
lnteres~ on-customer deposi_ts 30;734 0 
Annua.lizatiriri-& consumption adjustments 98,917 0 
Contra-OH allocations (274 672) 0 

Total O&M and G&A expense 33,877,885 0 
Depreciation & amortization e~pense 10,733,726 0 
Property taxes 678,627 0 
Payroll taxes 772,558 0 
Other taxes 288,922 0 
Benefit costs - Pension (1,251) 0 
Regulatory" fee 81,007 4,455 
Deferred income tax (121,271) 0 
State income tax 272,249 85,560 
Federal income tax 2 229 709 700 747 
Tolnl opera ti Ilg revenue deductions 48811561 790 762 

Net opefating incoine for return ~13 500 225 S2 636 Bl 
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Afte, 
Approved 
Increase 

$64,7l8,772 
112,180 

1,270,926 
(362 489) 

65 732,389 

10,789,168 
3,161.501_ 
2,627,732 

760,234 
3,878,492 

18,494 
1,330,863 

535,914 
1;062,424 
1,308,389 

22,867 
218,996 
372,517 

4,646,229 
295,836 
723.202 

46~,294 
1,801,761 

30,734 
98,917 

(274 679) 
33,877,885 
10,733,726 

678,027 
772,558 
288,922 
(1,251) 
85,462 

(121,271) 
357,809 

2 9jo 456 
49 602 323 

~16 137 06§ 
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SCHEDULE II 

Agi.Ja North Carolina, IDc. 
Docket No. W-218, Sub 526 

Original Cost Rate Base 
For,lhe"Twelve Months Ended September 30, 2019 

Combined Operations 

Plant in service 
Accwnulated depreciation 
Contributions in aid of coiutruclion 
Accumulated amortization ofCIAC 
Acquisition adjustments 
Ace um, amort. of acquis_ition adjustments 
Advances for construction 
Net plant In service 
Customer deposits 
Unclaimed refunds & cost-free capital 
Accwnulated deferred income laxes 
Materials and supplies inventory 
Excess capacity adjustment 
Working Capital a)lowance 
Original cost rate base 

Rates ofreturri: 
Present 
Appro,,.ed 

SCHEDULE Ill 

Agua North Carolina, Inc; 

Long-Tenn Debt 
Common Equity 
Total 

Long-Tenn Debt 
Common Equity 
Total 

Docket No. W-218, Sub 526 
Staten:ient_ofCapitalization an_d.Reiated Cps_ts 

For the Twelvp Mon1'Js Ended'Septeuiber 30, 2019 
Combined Operations 

Original Cost Rate Embedded 
Rali()¾ Base Cost¾ 

PRESBNT RATES 
50.00 $118,567,712 4;21 

'50.00 118,567,711 7.18 

1l!2m $2'.37 135 42] 

APPROVED RATES 
50,00 $118,567,7,12 4.21 

50.00, 118 567 7ll 9.40 

~ :£2:31']3~ :i2J 
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$537,364,375 
(151,179,665) 
(208,059,14)) 

80,039;515 
2,159,025 

692,794 
(4091131) 

256,925,770 
(359,356) 
(193,255) 

(27,147,850) 
2,790,285 

0 
5119829 

$237 135 423 

5.69% 
6.81% 

Net Operating 
Income 

$4,991,701 

8 509224 

$13,500 925 

$4,991,701 

II 145365 

$16'137066 
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SCHEDULE I-A 

Aqua·North C::n'olina, Inc. 
Docket No. W-218; Sub 526 

Net Operating Income for a Return 
For the Twelve Monlhs Ended September 30, 2019 

Aqua NC Water Operations 

Increase 
Present Rates Approved 

Operating Revenues: 
Service revenues $36,559,502 $1,986,987 
LBte payment fees 62,868. 3,417 
Miscellaneous revenues 759,977 0 
Uncollcctibles & abatements (172 554) (9 378) 

Total operating revenues 37 209 793 I 981 026 

Operating Revenue Deductions: 
Salaries·& Wages 7,029,367 0 
Employee pensions & benefits 2,041,9?9 0 
Purchased water 1,787,711 0 
Purchased power 2,368,986 0 
Fuel for poWer production (1,571) 0 
Chemicals 460,830 0 
Mat_erials·& supplies 378;521 0 
Testing fees 681,418 0 
Transportation 885,052 0 
Contractua1 services-engineering 9,986 0 
ContiactuaJ services-accounting 135,888 0 
Contractiial services-legal 228,668 0 
CoiltraCtulll serviccS-olher 2,189,056 0 
Rent 209,235 0 
insurance 442,138 0 
Regulatory commission expense 290,858 0 
Miscellaneous expense 1,086,984 0 
[ntercst on customer deposits 23;93_6 0 
Amiualization & consuritption adjustments 58,269 0 
Contra-OH allocations (200 909) Q 

Total O&M and G&A expense' 20,106,402 0 
Depreciation & 8!]lOrtization expense 6,770,258 0 
Property ~es 534,225 0 
Payroll taxes 4?3,985 0 
Other taxes 179,292 0 
Benefit costs - Pension (504) 0 
Regulatory·fee 4s;m 2,575 
Deferred'income tax (75,322) 0 
State income tax 155,422 49,461 
Federal income tax I 272 902) 405 Q88 
Toto! opeiating revenue ded_uctions 22 485 032 457 124 

Net o~raling incorile for return ~11211~1 SI ~2J 202 

1177 

Afto, 
Approved 
Increase 

$38,546,489 
66,285 

759,977 
(181 932) 

39·19Q 819' 

7,029,367 
2,041,979 
1,787,711 
2;368,986 

(1;571) 
460,830 
378,521 
681,418 
885,052 

9,986 
135,888 
22~,66~ 

2,189,056 
209,235 
442,138 
290,858 

1,086,984 
23;936 
58,.269 

(200909) 
20,106,402 
6,770,.258 

534,.225 
493,985 
179,292 

(504) 
50,948 

(75,322) 
204;883 

I 677990 
29,942,156 

i2 2~8 063 
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SCHEDill.E II-A 

Agua North Camlim11 Inc. 
Docket No. W-218, Sub 526 

Original Cost R.ile Dase 
F0r the Twelve Months Ended September JO, 2019 

Aqua NC Water Operations 

Plant in service 
Accumuiated depreciation 
Contributions in aid of construction 
Accumulated amortiz.ation ofCIAC 
Acquisition adjusanents 
Accum. amort. ofacquisition adjusnnents 
Advances for CQnstrucl.ion 
Net plant in service 
Customer deposits 
Unclaimed reftmds & c.ost-free capita] 
Aceumulated deferred income taxes 
Materials and supplies inventory 
Excess capacity adjustment 
Working capital allowance 
Original·cost rate base 

Rates of return: 
Prcseot 
Approved 

SCHEDill.E ill-A 

Aqua North Carolin::i, Tnc. 
Docket No. W-218, Sub 526 

Staleme_nt of Capitalization and R_elated Costs 
For the Twel"'.e Months Ended September 30, 2019 

Aqu:i NC Wa!er Operations 

Original Cost Rate EITlbedded 
Ratio% Bose C0 st% 

PRESENT RA TES 
Long-Tenn Debt 50.00 ~67,954,905 4.21 
Common-Equity 50.00 67,954,905 7.16 
Total .l.Wl.M HJS 202 810 

APPROVED RA TES 
Long-Tenn Debt 50.00 $67,954,905 4.21 
Conimon Equity 50.00 67 954 905 9.40 
Total .!.l!M!l $135 202 810 
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$297.497,315 
(90,717,400) 
(98,979,231) 

37,254,305 
6,192,960 

(2,433,069) 
(2 748 037 

146,066,843 
(281,444) 
(46,582) 

(I 5,220,457) 
2,235,302 

0 
3 156148 

$135 909 810 

5.69% 
6.81% 

Net Operating 
Income 

$2,860,902 
4,863 859 

$7724 761 

$2,86~,902 
6 387,761 

$9 248 663 



WATER AND SEWER - RA TE INCREASE 

SCHEDULE i-B 

Aqua North Carolina, Jne. 
Docket No. W-218, Sub526 

Net Operating ln?)me for a Return _ 
For the Twelve Months Ended September 30, 2019 

- Aqlla NC Sewer. Operations 

Increase 
Present Rates Approved 

Operating Revenues: 
Service revenues $15,607;641 $818,429 
Late payment fees 18,813 987 
Miscellaneous revenues 32,029 0 
Uncoilectibles & abatements (19 331) LJ..fil.4l 

Total operating revenues 15 639 152 818 402 

Operating Revenue De<luctions: 
Salaries & wages 2,424,519 0 
Employee pensions & benefits 696,455 0 
Purchased sewer 57Q,36? 0 
Sludge rem~"'.al 590,239 0 
Purchased power L054,929 0 
Fuel for power production 19,318 0 
Chemica1s 520,589 0 
Materials & supplies 98,861 0 
Testing recs 281;394 0 
Transportation 301,127 0 
Contractual services-engineering .11,385 0 
Contractual services-accoW1ting 35;728 0 
Contractual services-legal 64,081 0 
Contractual services-other 1,430,357 0 
Rent 42;751 0 
lnswanee 177,221 0 
Regulatory commission expense 76,800 0 
Miscellaneous expense 407,765 0 
Inteiest•on eitstomer deposits 683 0 
Annualiialion & consumption adjustments 49,804 0 
Contra-OH allocations (SO 524) Q 

Total o&M and G&A expense 8,803,849 0 
Deprccia_tion & wnortization.expense 2,434,-103 0 
Property taxes 17,637 0 
P_ayrrill,taxes 205,084 0 
Other taxes 47,134 0 
Benefit COsts - Pension (474) 0 
Regi.Jlatory·fee 20,331 1,064 
Deferred income tax (19,888) 0 
Stote income tax 71,017 20,433 
Federal income tax 581 626 167 350 
Total operating revenue deductions 12 160420 188,847 

Net operating income ror return S3 4ZB zn ~· 

1179 

Aile, 
Approved 
Increase 

$16,426,070 
19,800 
32,029 

(20 345) 
16 457 554 

2,424,519 
• 696,455 

570,367 
590,239 

1,054,929 
l~,318 

520,589 
98,861 

281;394 
301,127 

11,385 
35,728 
64,081 

1,430,357. 
42,751 

177.221 
76,800 

407,765 
683 

49,804 
(SO 524) 

8,803,849 
2,434,103 

17,637 
205,084 

47,134 
(474) 

21,395 
(19,888) 

91,450 
748 976 

12 349 267 

i41os 2sz 



WATER AND SEWER - RATE INCREASE 

SCHEDULE.Jl-B 

Agua North Corolina, Inc. 
Docket'No. W-218,.Sub 526 

Original Cost Rate Base 
For the Twrilvc MonthsEnded'September,30, 2019 

Aqua NC Sewer Operations 

Plant in service 
Accumulated depreciation 
Contributions in aid of construction 
Accumulated amortization ofCIAC 
Acquisition adjustments 
AcCum. amort of 11cquiSition adjustments 
Advances for construction 
Net plant in service -
Customer deposits 
Unclaimed refunds & cost-free capital 
Accumulated deferred income taxes 
Materials and supplies inventory 
Excess capacity adjustment 
Working capital allowance 
0pginal cost rate base 

Rates of return: 
Present 
Approved 

SCHEDULE-III-B 

Aqpa North Carolina, Inc. 
Docket No. W-218,-Sub 526 

Statement ofCapitalizatiOn and Related Costs 
For the Twelve-Months Ended Septerilber30, 2019 

Aqua-Nc:sewei' Operations 

Original Cost Rate Embedded 
Ratio¾ Base Cost% 

PRESENT RA TES 

Long-Term Debt 50.00 $30,185,804 _4.21, 

Common ·Equity 50.00 3Q, 185 805 7.31 
Total ~ $60171 609 

APPROVED RA TES 

Long-Tenn Debt 50.00 $30,185;804 4.21 

Common Equity 50,00 30,185 805 9.40 
Total ~ $60 37), 60Q 

1180 

$165,414,~07 
(44,951,137) 
(84,910,644) 

32,786,629 
(4,002,509) 

3,096,8_68 ' 
(I 287 424) 
66,146,690 

(7,128) 
(6,342) 

(7,249,727) 
400,302 

0 
l 087 814 

$60 371 609 

5.76% 
6.81% 

Net Operating 
Income 

,$1,270,822 

2 207910 

$1478732 

$1,270,822 

2,837 465 

$4 108,281 



WATER AND SEWER - RA TE INCREASE 

SCHEDULE 1-C 

Aqua North Carolina, Inc. 
Docket No. W-218, Sub 526 

Net Operating Income for a Return 
For the Twelve Months Ended September 30, 2019 

Fahways Water Operations 

Increase 
Present Rates Approved 

Operating Revenues: 
Service revenues $1,138,759 $20,949 
Late payment fees 1,621 JO 
Miscellaneous revenues 91,092 0 
Uncollectibles & abatements (2 S44) (ill 

Total operating revenues I 22s 928 20932 

Operating Revenue Deductions: 
Salaries & wages 267,676 0 
Employee pensions & benefits 85,115 0 
Purchased water 0 0 
Purchased power 75,588 0 
Fuel for power production (209) 0 
Chemicals 24,115 0 
Materials & supplies 9,810 0 
Testing fees 19,827 0 
Transportation 21,442 0 
Contractual services-engineering 323 0 
Contractual services-accounting 10,230 0 
Contractual services-legal 11;214 0 
Contractual serviccs---other 151,349 0 
Rent 14,202 0 
Insurance 16,629 0 
Regulatory commission expense ?2,!97 0 
Miscellaneous expense 61,683 0 
Interest on customer deposits. 558 0 
Annualization & consumption adjusbnents (5,834) 0 
Contra-OH allocations = Q 

Total O&.M and G&A expense 789,376 0 
Depreciation & wnortization expense 133,475 0 
Property taxes 30,683 0 
Payroll taxes 14,300 0 
Other taxes 13,481 0 
Benefit costs.- Pension (147) 0 
Regulatory fee 1,598 27 
Deferred income tax (5,748) 0 
State income tax 4,394 522 
Federal income tax 35 984 4 281 
Total operating revenue 4eductions I 017 396 4 830 

Net operating income for return ml.ill ~ 

1181 

After 
Approved 
Increase 

$1,159,708 
1,651 

91",092 

rum 
I 249 860 

267,676 
85,115 

0 
75,588 

(209) 
24,115 

9,8!0 
19,827 
21,442 

323 
10,230 
17,214 

151,349 
14,202 
16,629 
22,197 
61,683 

558 
(S,834) 
(2 539) 

789,376 
133,475 
30,683 
14,300 
13,481 
(147) 
1,625 

(5,748) 
4,916 

40,265 
1,022,226 

~ 



WATER AND SEWER - RATE·INCREASE 

SCHEDULE JI-C 

Agua North Carolina, Inc. 
Docket No. W-218, Sub 526 

Original Cost Rate Base 
For the Twelve.Months Ended September 30, 2019 

Fairways Water Operations 

Plant in service 
Acc_umulated depreciation 
Contributions in aid of cimstruction 
Accumulated amortization ofCIAC 
Acquisition adjustments 
Accum. amort. of acquisition adjustments 
Advances for construction 
Net plint in service 
Customer deposits 
Unclaimed refunds & cost-free capital 
Accumulated deferred incoine taxes 
Materia1s and s_upplics'inventory 
Excess capacity, adjustment 
Working capital allowance 
Original cost rate base 

Rates ofrctum: 
Present 
Approved 

SCHEDULE IU-C 

Agua North Corolino, Inc. 

Long-Tenn Debt 
Common Equity 
To"'1 

Long-Tenn Debt 
Common Equity 
To"'1 

Docket No. W-218, Sub 526 
Statement of Capitalization and Related Costs 

For the Twelve Months Ended September 30, 2,019 
FeinwyS Water Operations 

Original Cost Rate Embedded 
Ratio¾ Base Cost% 

PRESENT RA TES 
50.00 $1,672,547 4.21 

50.00 1,672 546 8.44 

JJlM!! $114' 093 

APPROVED RA TES 
50.00 n,672,547 4.21 

50.00 1 672 546 9.40 

lQ!!.!l,11 $3 '.345 091 

1.182 

$13,024,429 
(3,544,128) 
(8,239,542) 

2,419,869 
0 
0 

(69,670) 
3,590,957 

(5,931) 
(7,339) 

(380,042) 
21,017 

0 
126431 

13 345Jl2,, 

6.33% 
6.81% 

Net Operating 
Income 

$70,414 

~ 
~ 

$70,414 

157 220 

.n= 



WATER AND SEWER - RATE INCREASE 

SCHEDULE 1-D 

Agua North C:lrolina, Inc. 
D0cket No. W-218, Sllb 526 

Net Operating' Income for a Return 
For I.he Twelve Months Ended September.JO, 2019 

F_airways Sewer Operatio~s 

Decrease 
Present Rates Approved 

Operating Revenues: 
Service revenues $2,189,589 $(37,003) 
Late payment fees 2,833 (48) 
Miscellaneous revenues 40 0 
Uncollectibles & abatements LM.ill !Q2. 

Total ope_rating revenues 2186049 (36 942) 

Operating Revenue beduclions: 
Salaries & wages 235,581 0 
Employee perisions & benefits 74,007 0 
Purchl!Sed s~Wer 5,3_20 0 
Sludge rcJ_1Joval 169,995 0 
Purchased power 107,989 0 
Fuel for power production 1,569 0 
Chemicals 28,526 0 
Materials & supplies 14,503 0 
Testing fees 13,848 0 
Transportation 23,554 0 
·contractual serv_ices-engineering 207 0 
Contractual services-accoilnting 6,544-' 0 
Contractual serviCes~legal 11,020 0 
C0ntrilctual. services-other· 147,857 0 
Rent 8,916 0 
Insurance 21,869 0 
Regulatory commission expense 14,142 0 
Miscellaneous expens_e 53,820 0 
Interest on customer dep9sits 8 0 
Annualization & consumption.adjustments (10,321) 0 
Contra-OH allocati0ns (2 807) Q 

Total O&M and G&A, expense 926,147 0 
Depreciation & amortization expense 342,524 0 
~roperty taxes 2,322 0 
~ayroll taxes 15,183 0 
Other. taxes 8,619 0 
Benefit costs - Pension (137) 0 
Regulatory fee 2,842 (48) 
Deferred income.tax (3,662) 0 
State income lax 16,722 (922) 
Federal income tax 136 955 (7,554) 
Total operating revenue deductions I 447 515 (8,524) 

Net operating income for return ~ WM!J!l 

1183 

After 
Approved 
Decrease 

$2,152,586 
2;785 

40 
(6 304) 

2 149 107 

235,581 
74;007 

5,320 
169,995 
107,989 

1,569 
28,526 
14,503 
13,848 
23,554 

207 
6,544 

ll,_020 
147;857 

8,916 
21,869 
14,142 
53,820 

8 
(10,321) 
(2,807) 

926,147 
342,524 

2,322 
15,183 
8,619 
(137) 
2,794 

(3,662) 
15,800 

129401 
1,438 991 

~ 



WATER AND SEWER- RATE INCREASE 

Plant in service 

SCHEDULE 11-D 

Agua North Carolina, Inc. 
Docket No. W~218, Sub526 

Original CClst Rate Base 
For the Twelve Months Ended Septe1Uber30; 2019 

Fairways Sewer Operations 

Accumulated depreciation 
Contributions in aid of construction 
Accumulated amortiz.ation-ofCIAC 
Acquisition adjustments 
Accum. amort. of acqui_sition adjustments 
Advances for construction 
Net plan't in service 
Customer deposits 
Unclaimed refunds & cost-free capital 
Accumulated deferred income taxes 
Materials and supplies inventory 
EXcess capacity adjustm.ent 
Working capital allowance 
Original cost rate base 

Rates of return: 
Present 
Approved 

SCHEDULE'III-D 

Agua."North Cnrolina, Inc. 
Docket No. W-218, Sub 526 

Statement of Capitalization and Related Costs 
For the Twelve Months Ended September 3_0, 2019 

·Fairways Sewer Operations 

Original Cost·Rate Embedded 
Ratio% Base Cost% 

PRESENT RATES 
Long-Term Debt 50.00 $5,217,603 4.21 

Common Equity 50.00 5217603 9.94 
Total 10000 $10 435 206 

APPROVED RATES 
Long-Tenn Debt 50.00 $5,217,603 4.21 

Common Equity 50.00 5217603 9.40 
Total 10000 $10 435 206 

1184 

$20,037,782 
(2,601,325) 
(7,928,978) 

2,005,203 
0 
0 

14 000 
11,'526,682 

(92) 
(217) 

(1,223,091) 
7,306 

0 
:124 618 

$10435-206 

7.08% 
6.81% 

Nt'it Operating 
In6ome 

$219,661 
-518'873 

~ 

$219,661 
490 455 

~ 



WATER AND SEWER - RA TE INCREASE 

SCHEDULE I-E 

Aquil Nortli Ci:irolina1 Inc. 
Docket0No. W-218,.Sub 526 

Net Opera.ling I_ncome for a Return 
For the Twelve Months Ended Septemb_er30, 2019 

Brookwood Water Oper<ltions 

Increase 
Present Rates Approved 

Operating Revenues: 
Service revenues $5,777,200 $656,719 
Late p_ayinent fees 19,448 2,211 
Miscellaneous revenues 387,788 0 
l}ncollectibles & abatements (135 872) (15 445} 

Total operating revenues 6 048 564 643 485 

Operating Revenue Deductions: 
Salaries &,wages 832,025 0 
Employee penSions & benefits 263,945 0 
Purchased water 264,334 0 
Purchased power 271,000 0 
Fuel fol' pqwer production (613) 0 
Chemicals 296,803 0 
Matei"iaJs & supplies 34,219 0 
Testing-fees 65,937 0 
Transportation 77,214 0 
Comractual services-engineering 966 0 
Comractual serviees-accounting 30,606 0 
Contractual serviCCs-legal 51,534 0 
Contractual services-other 121;610 0 
'Rent 20,732 0 
Insurance 65;345 0 
Regulatory commission expense 64,297 0 
Miscellaneous expense 191,509 0 
Interest on customer. deposits 5,549 0 
Annualization & consumption adjtistmcnts 6;999 0 
Contra-OH allocations (17 900) Q 

Total O&M·Wid G&A·expense 3,252,111 0 
DepreciatiOn &-amortization expense 1,053,366 0 
Property taxes_ 93,160 0 
Payroll taxes 44,006 0 
Other taxes 40,396 0 
Benefit costs -·Pension II 0 
Regulatory·fce 7,863 837 
Deferred income tax (16,651) 0 
State income tax 24,694 16,066 
Federal income tax 202,242 131,582 
Total operating revenue deductions 4 701 198 148,485 

Net-operating income for return $1 34Z 366 $495 000 

1185 

Allee 
Aj}provOO 
Increase 

$6,433,919 
21,659 

387,788 
fl5l317) 
6 692049 

832,025 
263,945 
264;334 
271,000 

(613) 
296,803 

34,219 
65,937 
77,214 

966 
30,606 
51,534 

727,610 
20,732 
65,345 
64,297 

191,50~ 
5;549 
6;999 

(17 900) 
3,252,111 
1,053,366 

93,160 
44;006 
4o;J96 

II 
8,700 

(16,651) 
40,760 

333,824 
4,849 683 

$1 842 366 



WATERAND .SEWER~ RATE INCREASE 

SCHEDULE ll-B 

Aqp11 North C::irolin111 Inc. 
Docket No. W-218,Sub526 

'Originaj'Cost Rate Base 

Plant in service 

Forth~ Twelve Months Ended September-30,'2019' 
Brookworid Water Operations 

Accumu1ilted depreciation 
Contributions in aid of construction 
Accumulated amortiution ofCIAC 
Acquisitj_on adju~ents 
Aecom; amqrt. of acquisition adjustments 
Advances for construction -
Net plant in sel"llice 
Customer deposits 
Unclaimed refunds 'Bi cost-free capital 
Accumulated deferred income taxes 
Materials and supplies iiiventory 
Excess capacity il.djustment 
Working capital allowance 

·Original cost rate base 

~ofretum: 
Present 
Approved 

Long-Tenn Debt 
Common Equity 
Total 

Long-Tenn Debt 
Common Equity 
Total 

~qlEOULE Jll-E 

Agua North Carolina, Tnc. 
Docket No, W-218, Sub 526 

Statement of Capitalization and Related Costs 
For the Twelve Months Ended September 30, 2019 

Brookwood Water Operations 

Original Cost·Rate Embedded 
Ratio% B,se Cost% 

PRESEN'TRATES 
50.00 $13,536,853 4.21 

50.00 1:!,536 853 5.74 

~ $27 073 706 

APPROVED RATES 
50.00 $13,53_6,853 4'.21 

,2QJ!J). Q 536l8S3 9.40 

l.!ll!,Ol) $27073 706 
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$41,389,941 
(9,365,674) 
(8,000,748) 

5;573,511 
(31,426) 

28,995 
~ 

29,594;599 
(64,761) 

(132,775) 
(3,074,533) 

126,3~8 
0 

624,818 
$27 071706 

4.98% 
6:st¾ 

Net Operating 
Incorrie 

$569,902 

777 464 

:Jil H73M 

$569,902 

I 272 464 

$~ 



WATER AND SEWER - RA TE INCREASE 

EVIDENCE AND CONCLUSIONS FOR FINDINGS.OF FACT NOS. 74-76 

Water System Improvement Charge (WSIC) a.nd Sewer System ·Jmprovcmcnt 
Charge (SSIC) 

In the Company's general rate case proceeding in Docket NO. W-218, 'Sub 363, the 
Commission found it to be in the public interest to authorize Aqua NC to implement and utilize a 
rate adjusbnent mechanism (WSIC/SSJC ,rate adjustment mechanism) to ·recover the incremental 
depreciation expense and capital costs related to eligible investments in water and sewer 
infrastructure projects completed and placed in service between general rate case proceedings, as 
provided for in the then-newly enacted G.S. 62-133.12. Thus, Aqua_ NC was, authorized to 
implement a WSIC/SSIC rate adjustment mechanism for recovery of such costs applicable to all 
of the Company's·customers. 

The Ongoing Three-Year WSIC/SSIC Plan filed by Aqua NC in Docket No. W-218, 
Sub 497A on March 2, 2020, is reasonable and m~cts the requirements of Commission 
Rules R7-39(m) pertaining to the WSIC and RIO 26(m) pertaining to the SSIC. 

The Commission's previously-authorized water and sewer system improvement charge 
·rate adjustment mechanism for Aqua NC continues ill effect, although, pursuant to _ComlTlission 
Rules R7-3_9(k) and RI0-26(k), it has been-reset at zero,as of the date.this Order is issued. Aqua 
NC.may; under the Rules and Regulations of the Commission, next apply for a WSIC/SSIC rate 
surcharge on November I, 2020, to become effective, January 1,.2021. The WSIC/SSIC 
mechanism is designed to recover, between rate case proceedings, the costs associated with 
investment in- certain completed, eligible projects for system or water quality improvement. The 
WSIC/SSIC surcharge is subjectto.Commission approval and to audit and refund provisions. Any 
cumulative .system improvement charge recovered pursuant to the WSIC/SSIC mechanism may 
not exceed 5% of the total annual service revenues approved by the Commission in this general 
rate case proceeding. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 77-,'!3 

Customer Concerns - Service and Water Quality Related Issues 

The evidence supporting these findings of fact is contained in the testimony and exhibits 
ofthe·public witnesses, the verified reports filed.by Aqua NC and the Public Staff in response to 
the concems·testified to by the public witnesses, and the entire record in this proceeding. 

A public-witness hearing was held via WebEx on Monday, August 3, 2020, for the purpose 
ofreccjving the testimony of non-expert, public witnesses. A total of24 customers testified during 
the hearing. Fifteen of the 24 witnesses testified that the poor quality of the water supplied by Aqua 
NC caused serious problems, including -discoloration of fixtures, damage to appliances, and 
inability or difficulty using water for drinking, cooking, bathing, and cleaning. Several witnesses 
testified that the)' opposed the Compahy's requested rate increase. The customers' testified 
regarding how the secondary water quality concerns they experience at their homes causes them 
stress, disrupts their daily lives, causes them to incur significant expense to repair and replace 
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WATER AND SEWER - RATE INCREASE 

damaged appliances and plumbing fixtures, and to purchase bottled water for drinkirig and 
cooking. The concerns voiced by these witnesses relate to the high concentrations of iron and 
manganese in their water. The secondary water quality concerns of the customer witnesses 
appearing before the:Commission in this docket were essentially the same in nature as those of 
customer witnesses who testified at the public hearings held in the Sub 319, 363, and-497 dockets 
in 2011, _20 I 3, and 2018, respectively. However, the number of customers filing written complaints 
or testifying at the public witness hearing to lodge complaints was significantly less than for prior 
Aqua NC rate cases. 

In addition to the effects of high concentrations of iron and manganese on their personal 
property, some.witnesses who testifit:d·in this docket expressed concerns about the potential effects 
of these elements on their health and the health of their families. Six witnesses testified regarding 
Aqua's use of flUShing to reduce the effects,of iron and manganese in their water. Of those six, 
three customers testified that they, received notice of the flushing and that it' .helps improve 
secondary water quality, and three witnesses testified regarding inadequate notice of flushing. 
excessive flushing and the cost of water used for flushing1

• Several witnesses testified that they 
had installed water filtration systems in their homes at significant cost to them because of the poor 
water quality supplied to their homes-by the Company. 

Some of the witnesses; who testified about issues related to poor water quality also testified 
about issues with Aqua NC's customer service. They testified about the lai;:k Of responsiveness to 
customer communications. It should be noted that ·some customers praised Aqua NC for the 
progress it has made in improving customer service following the Sub 497 -.proceeding. 

Most wastewater customers expressed frustration with flat rate sewer service. Five 
wastewater customers testified that they would prefer metered sewer service and two other
wastewater customers testified that they would be interested in exploring whether metered sewer 
service would cost less than the current base charge. 

Aqua NC's verified· reports on customer comment~ addressed the concerns raised by the 
witnesses at the public witness hearing .. In its Report on Customer Comments from Public Hearings 
held on August 3, 2020, filed on August 24, 2020, Aqua NC reported that'it spoke to, met with, or 
otherwise attempted to contact the witnesses who testified at the hearing to discuss their concerns, 
address their concerns, and provide·helpful explanations and answers regarding issues they raised. 
Aqua NC infonned customers that, with regard to secondary water quality issues, the Company 
has invested.a great deal oftime,.effort, and resources trying to improve secondary water quality 
issues related to the presence ofiron and manganese in the water supply used to serve its customers. 
Aqua NC explained that over the years and continuing to date, it has implemented iron and 
manganese removal techniques such as flushing,,oxidation, sedimentation and filtration, including 
the, installation of expensive manganese dioxide filters. Aqua NC stated that since ·2015 the 
Company has installed 46 iron and manganese filters statewide at a cost of $16.8 million and 56 
cartridge. filters at a cost of $218,000. The Company's com~ined inves_tment in filtration totals 
over $17 million. Aqua NC stated it implemented an aggressive water quality operational plan in 
January 2018 to ensure that water quality is addressed pending the completiori of requisite capital 

1 Per Aqua NC, when flushing is conduct.cd or suggested by the Company, CU5tomers receive a billing crediL 
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improvements. In·addition to the filter installations, Aqua~s water.quality plan_,included the launch 
ofa tank cleaning project, an in~house,water quality monitoring program, and development ofa 
rigorous flushing plan for those systems with the highest level of minerals causing secondary .water 
quality Complaints. 

Aqua NC aiso addressed customer concerns regardi_ng custo_mer sel'Vic~. The Company 
stated that it has made ::;everal improvements to-its ·1ocal,communications·efforts since its last rate 
case using Customer input from its customer focus group, including:_ (I_) improved messaging 
regarding -flushing campaigns using WaterSmart Alert; (2).increased use of IocaJ signage at 
community entrances and exits fi;,r awareness of flushing activities while a campaign is.in progress; 
and (3) addition of a bit.ly link on WaterSmart text messages that-links customers to a sit_e .with a 
comprehensive message. 

Aqtia:NC alSO stated in its report that it provide~ a broad·range of options and resources for 
both one-way alerts and -two-way communications. These include the Company's website, call 
center, personal contact from field operators,_ and its customer experieqce program (CX Program); 
The Company explained that the CX _Program is inten~~ to highlight the Company's commitment 
to the core values,of respect, integrity, and the·pursuit of excellence. The program· was fonnally 
launched at the end of 2019 and has included a fom1al customer survey, CX working groups 
focused on improving communications with customers, ,'and residential water customer journey 
mapping which maps every touchpoint residential water customers have with Aqua NC from the 
start of servi_ce and includes every possible interaction a customer-may-hav~-with Aqua-NC. 

The Public_ Staff filed its verified response to Aqua's report· on customer concerns on 
September- 4, 2020, noting .that it is concerned that customers contacting Aqua regarding an 
unreasonably high water bill cannot obtain a ,printout O'r the AMR 40 daily meter readings. In 
Aqua's verified reply comments filed on September 11, 2020, the Co!I)pany states that 40-day 
AMR history is currently available for review with customers, but this read history had "only 
recently been made avail_iible, and Aqua[ NC]'s Customer Service Representatives ... are early in 
the; learning curve.'' The· Compahy further stated that while its daily reads are available for 
customers, the ,ph,ttfonn for ~ustorrier use is not currently available. ,The •Public Staff exp~s~~d 
frustration with-Aqua's lack of progress in making this·dataavailable to its customers despite prior 
assurances that suCh a platform would be dc_vcloped. -

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 84--91 

Qualitr, Remediation Efforts,.Environmcntal Compliance and Communication 

The evidence supporting these· findings of fact is contained in the.-testimony and exhibits 
of Aqua NC witnesses-Becker aJJd Berger, Public Staff witness Franklin, th·e ·de~enninations in-the 
Sub 363 and Su~ 497 Orders,.the.filings in the Sub 497A.docket, and the record in-this proceeding. 

Quality a11d Remediation Efforts 

As demonstr:ated by Becker Direct Exhibit 3, filed on December 31, 2019, Aqua NC's 
annual spend has ranged-from-$14 million in 2013 to a projected high ofnearly $39 million-through 
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the-end of 2019. The Company has invested heavily in infraslructure necessary to meet service 
and regulritory compliance standards within its nearly one thousand water and wastewater 
treatment, distribution, and collection systems across the state, Aqua NC.has strengthened its focus 
on water tjuality improvement through its operation of the Company's Water Quality Plan, as 
described by witness Berger, which has required significant investment in filtration and water 
lreatment to address naturally-occurring components of groundwater in efforts to improve service. 

Witness Berger testified that since 2015 and through December 31, 2019, the Sub 526 Rate 
Case Application filing date, Aqua NC has installed forty-one manganese dioxide filters for a total 
capital investment spend of just und~r $15 million. The average removal rate by the manganese 
dioxide filters is 99.97% for iron removal and 99.95% for removaJ;ofmanganese. In 2020, Aqua 
plans t,o install an additional.eight (8) filters at Group 1 locations1 with a capital expenditure of 
approximately $2.7 million. Witness Berger testified that while work remains to be done, water 
quality has improved and both notices ofdeficiencieS and customer complaints have been reduced. 
The Water Quality·Plan initiated in 2018 identified 92 wells as Group I locations. Tr. vol. 8, 24. 

Witness Berger testified that currently Aqua has·67 Entry Points statewide that are listed 
as Group I (Fe+ Mn> 1.0 mg/L,or Mn> 0.3 mg/L). Of those: 

• Three (3) have filter., scheduled to be installed in 2020 

• Three (3) have filters currently in enginf:ering df:sign 

• Eight (8) are awaiting Public Staff concurrence and support 

• Two (2) are ih draft Executive Summary form for future submittal to the Public 
Staff for review 

• Fifteen-(J.5) are ofline and are not providing water to the systems 

o Twelve (12) have alternative treatment or other sources of supply 

• The remaining 23 are all tllldergoing _ pf11dency evaluation for future Executive 
Swnmaries and consideration for manganese dioxide filtration 

• Thirteen (13) filters have been installed since 2018 (inception of Secondary Water 
Quality Program) on sites identified as Group I (Fe+ Mn > 1.0 mg/L: Mn > 0.3 mg/L) 

Id at /6 

Aqua NC witness Becker testified that in the eighteen mo[lthS since the post-test-year ended 
in Aqua's last rate _case filing (Jtllle 30, 2018), Aqua has installed twelve new iron and manganese 
("Fe/Mn") filters along with thirteen cartridge filters at a cost of nearly $4.6 million to help address 
secondary water qu<!lity issues in various systems. Tr. vol. 2, 122. 

Aqua NC witness Berger addressed water and wastewater compliance for the Company, 
focusing on the Company's Water Quality Plan, including secondary water quality and emerging 

1 The highest priority for filtration. 
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contaminants. She updated Dr. Christopher Crockett's discussion from the Company's last rate 
.case which addressed Aqua NC's Water Quality Plan and the Company's goal to prioritize 
infrastructure improvements necessary to address secondary water quality issues. Aqua·Nc utilizes 
a combination of increased capital and operational process improvement to address secondary 
water quality issues within the Company's Water Quality Plan. The Company's Plan identifies 
capital and process needs to address each system's water quality issues and establishes a 
prioritization methodology. Examples of capital and process improvement needs include (but are 
not limited to) treatment options or filtration along with tank cleaning. This Plan works to develop 
a common framework to address secondary water quality issues with support from the DEQ, 
thereby collaboratively engaging regulatory stakeholders. Tr. vol. 8, 17. 

Witness Berger explained that Aqua NC's continued collaboration with the Public Staff on 
the development and submission of"Executive Summaries" is an important part of the process for 
evaluation and recovery through the Water System Improvement Charge ("WSIC") ofinslallation 
of secondary water quality treatment filters. The Public Staff and Aqua NC collaborate on a review 
of these requests. The Executive Summaries are voluminous documents that include detailed data 
requests frqm the Public Staff and are the subject of meetings between the parties for purposes of 
review. Id. at· 16. 

Finally, witness Berger testified that customer complaints, as measured by the quantity of 
Lab D (Discolored Water) and Lab A (Aerated Water) work orders that are issued when a customer 
calls (during business and after hours) regarding a discolored water complaint, have declined over 
the past several years; Id. at 25. Data gathered on these water quality work orders between 
2017 -2019 demonstrates a 24.5% decline statewide, in 2019, from 2017 numbers. Additionally, 
the water quality work orders related to the Bayleaf master system decreased by 49% over this 
same period of time and Aqua NC projects a 76% decline in that system from 2017 to 2020. Berger 
Revised Rebuttal Exhibit 3. 

Witness Berger further testified that Aqua NC has upgraded its operational efforts to 
address secondary water quality issues by the addition of a dedicated staff member to facilitate the 
handling of discolored water calls captured via the issuance of Lab D Work Orders, resulting in a 
decline in those work orders. Lab D Work Orders are now assigned to the Technical Services 
Specialist, who is the liaison between the customer and operations Field Service Representative. 
Tr. vol. 8,. 16. 

With respect to Aqua NC's flushing plan for those systems with the highest level of 
minerals causing secondary water quality complaints, witness Berger testified in response to 
questions from Commissioner Brown-Bland that COVID-19 prompted the Company to 
temporarily suspend certain flushing activities "until life resumes a Huie bit more normal". Id. at 
180. The Commission finds that Aqua NC should,.strive.to return to its pre-COVID-19 level of 
flushing activities as soon as reasonably possible to improve water quality for its customers 
experiencing secondary water quality issues. 
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Enviro11me11tal Comp/ia11ce-Water 

A significant change in 2016 to DEQ standards concerning iron and manganese produced 
a profusion of Notices of Deficiency ("NODs") for Aqua which were triggered by exceedances in 
secondary limitations for iron and manganese. Aqua received a total of 68 NODs for all three 
qualitative tiers. Prior to February 2016, Aqua had only received NODs for exceeding sMCLs for 
iron and manganese five tiffies since 2011. Tr. vol. 8, 22·23. Witness Berger testified on rebuttal 
that Aqua NC had achieved success in obtaining DEQ rescission of 55 of the 68 NODs issued in 
2016 totaling an 81% reduction. Aqua NC's performance in reducing the levels of iron and 
manganese was commended in writing by the fonner Raleigh Regional Supervisor, DEQ. 
Tr. vol. 8, 134. 

Additionally, witness Berger testified that calls from Aqua NC customers regarding 
discolored water increased 23% during the first quarter of2020 as compared wilh lhe first quarter 
of2019. /d at 42. 

Enviro11me11tal Compliance-Wastewater 

In 2018, eleven individual Aqua NC systems received 36 NOVs. Twenty-four of the NOVs 
were for Neuse Colony based on monitoring reporting frequency. These violations were the result 
of a permit being issued late in the compliance period and changes in terms. from the permit 
between -its drafting and its issuance. AdditionaJly, the violations were issued near the time 
Hurricane Florence struck lhe area. Aqua NC confirmed that the operator overlooked the permit 
and essentially missed some sampling during that period of time. Following that incident, Aqua 
NC instituted Quality Control checks that jointly involved Operations and Compliance to prevent 
future recurrence of a similar incident. While Aqua NC did commit the error, there was no 
environmental impact from the violations. AdditionaJly, witness Berger testified that the Quality 
Control measures implemented helped formalize the permit receipt and implementation schedule. 
Id at 43-44. 

In 2019, twenty-eight individual systems were issued a total of 66 NOVs. Twelve were 
•paperwork errors, caused by software that Aqua NC utilized to generate Discharge Monitoring 
Reports. Aqua NC corrected lhe error and resubmitted the reports; however, the violation stands. 
Thirty-two of the violations were associated with the Neuse Colony wastewater treatment plant. 
During the January through April 2019 time period, the plant was at capacity and Aqua NC had 
difficulty maintaining the biology of the wastewater treatment plant due to cold weather, impacts 
from ·Hurricane Florence and working to complete the Johnston County interconnect. Since the 
Johnston County interconnect was completed in April 2019, lhe Company has been in compliance 
at Neuse Colony. Id at 45-46. 

Witness Berger also described·the unique environmental issues associated with Wildwood 
Green. A permit was. issued in early-20)8 which assigned not only lower Neuse River Basin 
nutrient loading, but also nutrient loading for Falls Lake to one plant.. The plant was never designed 
for nutrient removal and thus it was very difficult to meet permit limits. Aqua NC and DEQ 
collaborated on a pilot project to make some minor alterations to the treatment systems, which 
accomplished some nutrient removal, and-a -bubble permit, which combined the nutrient limit for 
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both Hawthorne and Wildwood Green-which are ,both within the same basin. The pilot program 
and bubble pennit allowed Aqua NC to avoid the expense qfupgrading the facility. The eleven 
NO Vs t_hat were issued· in January 2019, were essentially rescindeP by DEQ through the.issuance 
of the new pennit. Jd. at 46-47. 

Aqua NC received three violations in early ·2020·for its.Olde Beau plant. These violations 
were the result.0f'ail unauthorized third-party dumping chemicals into the waste stream which 
impacted -the biological .activity at th~ plant. Because the Olde Beau plant is a smaller facility, 
correcting the,biological balance 'is very difficult. Id. at 47-48. 

In early 2020, Aqua· NC received an NOV for Chapel Ridge based on a sanitary sewer 
overflow caused by an electrical malfunction-at a lift station. Aqua•NC has requested rescission of 
the NOV and the related civil penalty .. The bases for rescission of the NOV are that the electrical 
malfunction could ,not have-' been prevented. Aqua NC took immediate remedial action; and the 
Company·made upgrades at:its other facilities to ensure.that the failure could not be replicated. Id. 
at48-49. 

Co1nmunicatio11s 

Company witness Becker testified that to further focus .on communications with its 
customers, especially as it relates to better·communiCations about water quality issues, Aqua NC 
developed and implemented its communications.plan called "Close the.Loop"·which ensu'res that 
an AquaNC employee contacts every customer who calls with a complaint as a means of follow-up 
after the customer's call ·or complaint:has0been addressed. TT. vol. 3, 52-5~. 

Witness Berger testified that Aqua NCs Communications Plan improves its ability to 
effectively convey -to customers news. of its water quality rcmedi~tion efforts, timing, and 
education. The February 2018 roll-out ofa project websiteJor·customers to learn more about·the 
program and Aqua NC's actions deployed a useful resource, www.ncwaterC[uality.com. The 
website combines with other modes of communication to allow--the Company to share ongoing 
updates about-progress. Witness Berger stated that it is actively Utilized and regularly updated to 
provide a status of current capital filtration projects being considered and includes copies of letters 
sent to communities identifying water quality improvement projects completed in those 
communities. Additionally, Aqu1,1 NC utilizes this site to better infonn Bayleaf.customers of the 
flushing schedule for the Bayleaf System. In addition to calling, emailing, or .texting customers, 
the. use of an updated weekly ·schedule on the website has resulted in positive feedback from 
customers.and-a significant decline in Lab D work orders related to flushing activities received 
during this time, compa~d to previous years. Tr. vol. 8, 25-26. 

Regarding communication and outreach, witness Berger·testified that in May of 2019, 
Aqua NC established·the Bayleaf AdVisory Group for its l_argeSt and most complex public water 
system. The group-is comprised of Aqua NC staff and nine Bayleafcustomers. To date, Aqua NC 
has held three meetings· .and discussed various topics from water quality, operations, flushing 
efforts, educational materials, and other items. The.feedback from customers has been utilized to 
update processes and improve Communications. Tr. vol. 8, ·26. In -her consumer· statemenV·of 
position filed on June. 9, 2020, Bayleaf customer, Ms. Becky Daniel, .cqnfinned Aqua NC's 
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iinproved perfonnance ·-ih Bayleaf, including reference to the Advisory Group and to generally 
improved responses. 

Discussion ·a11d Co11clusions 

The Commission-finds that though some customer concems,persist, particularly in certain 
parts of Aqua NC's service territory regaJ'dingsecondary water quality, including odor and stai_ning 
attributes when the secondary elements exist at high levels in the :water, the Cem1mey's evidence 
showed significantly' increased investment and operational attention to .these issues. The 
Commission concludes that the Company's efforts are responsive ·to .customer concerns, reflect 
additional investment- and operational diligence, and, if sustained, should support continued 
improvement in secondary water quality and service. No party presented any evidence in this 
proc_eeding contrary to this concluSion. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT. NOS. 92-100 

Rcgulat9ry Oversight and Compljance- Reporting Re4_uirerµents 

AiJua NC Witness, Becker 

During his direct testimony Company witness Becker testified· regarding issues related to 
Aqua's water quality, customer ~ervice, and corrum.-!_nications. H_e also introduced Aqua :t,{C's 
concerns regarding- the filing and reporting requirement prescriJ:ied in the. Sub 497 Order. He 
provided an ,overview of the filings and reports that Aqua NC has completed under the terlns of 
the Sub 363 and Sub-497 rate. case Orders in his pre-filed direct testimony. Tr. vol. 2, 122-133. 
The table helow lists each reporting reqliireinent and identifier the source of the requirements. The 
table also includes the number of filjngs made by the Company pursuan_t to each requirement. 
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Reportin·g Requirement Ordering Document Date of First Number of 
Filine:1 Filine:s 

Bi-monthly Report on Water Sub 363, OP 8 May2014 34 
Qualitv Issues 
Semiannual Report Sub 363, OP 11 and 497, August 2014 13 
Regarding Secondary Water OP 10 
Qualitv Concerns 
DEQ Quarterly Notice of Sub 497, OP 11 January 2019 16 
Oeficiencv 
Three Year WSIC/SSIC Plan Sub 363 and497; April 2015 6 

Commission Rules R7-
39(m) and R10-26(m) 

Aqua NC Quarterly Earnings, Sub 363OP IO, Sub 497; May2014 28 
WSIC/SSIC Revenue and Commission Rules R7-
Construction Status Rennrts 39/nl and RI0-26/nl 
Application for Water, Sewer Sub 363A; N.C.G.S. § 62- October 2014 12 
System Improvement Charge 133.12 and Commission 
Rate Adiustments Rules R7-39 and RI0-26 
Annlial Heater Acquisition Sub319and497 June.2012 9 
Incentive Account Renart 
Secondary Water Quality Sub 497, OP 11 302 

Filtration Request Executive 
Summarv 
Amendments to Tariffs Sub 497, OP 24 May20!9 I 
Detailing Connection/ Capacity 

" Fees 
Future Accounting Treatment Sub 497, OP 25 March2019 I 
of Johnston County 
Transmission and:Capacity 
Fees 
NC Water Quality Plan and Sub 497, OP 15 and OP 16 March 2019 I 
Customer Communication Plan 
Report on Investigation and Sub 497, OP 17 March 2019 2 
Evaluation of Possibility of 
Entering into Agreements with 
Vendors of Horne Filtration 
Water Systems and 
Replacement Filters for a 
Discount 
_Aqua NC Proposed Policy and Sub 497, OP 20 June 2019 I 
Procedure of Providing 
Ctistomers a Bill Credit 

Based on filings in Docket Nos. W~2l8, Sub 316, Sub 363A, and Sub 497A as o~ AugUSl 13, 2020. 

Based on prefiled'direct testimony of Aqua NC witness Becker. 
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Reporting Requirement Ordering Document Date·of First Number of 
Filin!!1 Filinl!s 

Aoua NC Flushim!: Plan Sub 497 OP 18 June 2019 I 
Aqua NC Report of Specific Sub 497, OP 27 June 2019 I 
Benefits of AMR Technoloov 
Bi-Monthly Report on Sub 497, OP 9 January 2020 4 
Secondary Water Quality 
Issues' 
Application for Approval to N.C.G.S. § 62-133.12 and Pecember 2014 12 
Implement Secondary Water Commission Rule R7 -39 
Quality System Improvement 
Proiects3 

WSIC/SSIC Annual Rcp_ort and N.C.G.S. § 62-133.12 and February 2016 5 
.Calculations3 Commission Rules R7-

390) and (I) and RI0-260) 
and m 

Witness Becker divided the reporting requirements into two groups: (1) pre- Sub 497 
requirements and (2) requirements established in the-Sub 497 Order. He testified that some of the 
reports are no longer relevant because the underlying issues either have been resolved or arc well 
on the way to mnnagemcnt and improvement and that the costs of preparation of these reports are 
significant to the Company. Witness Becker testified that the Company expended 588 work hours 
to file nine of the new reports established in the Sub 497 Order. According to his testimony, these 
588 hours are in addition to the time required to comply with the Company's other filing and 
reporting obligations. Id. at 130-31. 

Witness Becker asked the Commission to revisit Aqua NC's reporting requirements and 
modify them "given recent measurable progress plus the cost/benefit ratio of their continuance at 
the current level." Id. at 144. Witness Becker testified that some of the requirements should be 
revised; reduced, or restructured because the underlying circumstances supporting the need for the 
reports have changed and conditions have improved over time. Id. at 130-31. Witness Becker 
testified that (l) Aqua NC supports reporting requirements that are relevant and useful to the 
Commission as it carries out its oversight mission and (2) Aqua NC is interested in participating 
in discussions to uassess whether the current reporting requirements should be revised." Id. at 131. 

Witness Becker elaborated on his views on reporting requirements with some level or 
specificity while responding to questions from Commissioner McKissick during the cvidentiary 
hearing. He indicated that Aqua NC.lacks a clear understanding of the infonnation the Commission 
is interested in receiving and is concerned that the infonnation the Commission receives is 
repetitive. Witness Becker outlined three chnnges that he deems appropriate: (I) eliminating 
reporting requirements For water systems ·that presently have. ''very reduced water quality 
complaints"; (2) modifying the thresholds used to determine whether Aqua NC must include a water 

1 Not included in witness Becker's prefiled direct testimony. 
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system in its reports; and (3) lengthening the reporting interval so that reports are due annually, rather 
than semiannually. Tr. vol. 3, 76•77. 

Public Staff Wit11ess Fra11klin 

The Public Staff's views on Aqua NC's reporting requirements were ptesented by witness 
D. Michael Franklin. His testimony touched on six topics: (1) the Company's request to 
discontinue bi•monthly reporting on 16 of the 18 water systems about which customers complained 
in earlier rate cases, (2) the appropriateness and reasonableness of the thresholds used-to determine 
whether Aqua NC must prepare and submit bi.monthly reports about the water quality in an 
individual water system, (3) the frequency with whiCh Aqua NC must submit written water quality 
reports about water systems for which bi-monthly reporting is no longer required, (4) reporting 
oral communications between Aqua NC and DEQ, (5) the requirement that Aqua NC provide 
copies of select documents exchanged with DEQ, and (6) the parties' differing interpretations or 
the requirements or Paragraph 14 of the Sub 497 Order. 

Witness Franklin testified that the Public Staff agreed with Aqua NC's request to 
discontinue bi-monthly reporting required by Ordering Paragraph 8 of the Sub 363 Order and 
Ordering Paragraph 9 oFthe Sub 497 Order for the following water systems: Meadow Ridge, Olde 
South Trace, Sedgemoor Village of Wynchester, Westmoor, Stonebridge, Sussex Acres, Swans 
Mill, Wood Valley, Castelli, High Grove, Medfield, Saddleridge, Upchurch Place, Waterfall 
Plantation, and Yorkwood Park. However, witness Franklin testified that the Public Staff.does not 
support Aqua Nes request to discontinue bi-monthly reporting on the Coachman's Trail system 
because the system ''continues to experience operationaJ and equipment issues directly affecting 
water quaJity." Tr. vol. 8, 86-87. 

Witness Franklin addressed the thresholds used to determine whether Aqua NC must 
prepare and submit bi-monthly reports about the water quality in an individual water system in his 
testimony. Ordering Paragraph 11 in the Sub 363 Order established the thresholds as follows: 
semiannually written reporting- is required if a particular secondary water quality concern has 
affected or is affecting l O percent of the customers in an individual s_ubdivision service area or 
25 billing customers, whichever is less. This requirement was continued under the terms of 
Ordering Paragraph 10 of the.Sub 497 Order and witness Franklin recommended that it remain in 
place going-forward. Id. at 95. Witness Franklin testified·that "the current threshold of 10 percent 
or 25 billing customers is appropriate and reasonable because it ensures secondary water quality 
concerns affecting both large and small utility systems are properly identified." Id. at 100. 

Witness Franklin also provided testimony about the frequency with which Aqua NC must 
provide the semiannual report concerning secondary water quality concerns. Aqua NC requested 
that the interval between submission· of its written reports for those water systems be lengthened 
from semiannual reporting to annual reporting. Witness Franklin testified that "the semiannual 
frequency is aJso appropriate and reasonable because it provides sufficient time for data collection 
and the timely development of corrective actions to address the issues identified." Id. Witness 
Franklin elaborated during his examination by Commissioner Brown-Bland stating "we believe 
the annual time frame is too long and it doesn~t allow enough time for the Public Staff to reach out 
while the.information is still fresh to customers." ld at 112. 
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Witness Franklin's testimony included a discussion of the two reporting requirements 
related to Aqua NC's communications with DEQ. Ordering Paragraph 14 in the Sub 497 Order 
requires Aqua NC to provide the Public Staff with written summaries of all meetings and 
conversations with, reports to, and the recommendations of DEQ regarding the water quality 
concerns being evaluated and addressed in Aqua NC's systems. Witness Franklin initially 
recommended continuing this requirement, but he changed his recommendation based upon Aqua 
NC's assertions that its communications with DEQ have been negatively impacted by those 
reporting obligations. Id at 102. Aqua NC witnesses Becker and. Berger both testified that the 
reporting requirements are burdensome and cumbersome and, as such, Aqua NC's oral exchanges 
with DEQ have declined significantly. Witness Franklin testified that the Public Staff has changed 
its recommendation because it "'does not want to suppress communications between Aqua NC and 
DEQ ... with the understanding that written comrriunications will continue and be provided to the 
Public Staff." Id. Witness Franklin explained that the Public StafT is now recommending that 
written summaries of Aqua NC's oraJ communications with DEQ are no longer required, but the 
Public Staff's position assumes that Aqua NC will not materially alter the way in which it 
communicates with, DEQ such that most communications are·oral, rather than written. Jd at 103. 

While Public Staff witness Franklin indicated that the Public Staff was recommending a 
that the Commission 'forego the reporting requirement related to oral exchanges with DEQ, he 
testified that the Public Staff was recommending that the Commission continue the requirement 
that Aqua NC provide the Public Staff with copies of its written correspondence with DEQ. Jd at 
95. As such, witness Franklin recommended that Aqua NC continue to provide the Public Staff 
with copies of:(l) Aqua NC's reports and·lettcrs lo DEQ concerning water quality in its systems; 
(2) responses from DEQ concerning reports, letters, or other oral or written communications; and 
(3) DEQ's specific recommendations to Aqua NC, by system, concerning each of the watcrquality 
concerns being -evaluated by DEQ. Jd. This requirement was originally instituted by 
Ordering Paragraph 12 in the Sub 363 Order and was extended in Ordering Paragraph 14 of the 
Sub 497 Order. 

Witness Franklin explained the Public Staff's interpretation, of the requirements of 
Ordering Paragraph 14 in the Sub 497 Order on cross-examination. He stated that the "Public Staff 
views Ordering Paragraph 14 to be specifically related to all water quality issues, with the 
exception of paragraph ( d)," which is restricted to secondary water. quality issues. Id. at 106. 

Aqua NC Witness Berger Rebuttal 

Witness Berger testified on rebuttal that the Company recognizes that some level of 
reporting to the Commission on secondary water quality concerns may be desired and warranted 
and recommended that in lieu of the current bi-monthly and semiannual reporting, that the 
Commission establish an Annual Secondary Water Quality Report to be filed by March 31st of 
each year. She suggested the annual report provide an accounting of the progress made in the 
previous calendar year and include a summary of systems that experienced secondary water quality 
concerns that have affected IO percent of the customers in an individual subdivision area or 
25 billing customers in an individual service area, whichever is less, in a semiannual period; a 
secondary water quality data update on the number of entry points that have consistent water 
quality results greater than factors for Group I with a status of each system; a secondary water 
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quality,project update that provides an update on filter projects; and Executive Summary updates 
from the WSIC/SSIC docket. Id. at 137-38. 

Witness Berger testified that her recommendations align with other environmental 
regulatory reports and provide relevant infonnation -that can assist the Commission and Aqua's 
customers in assessing the Company's progress toward correcting secondary water quality 
concerns. She also recommended that the Commission. stop its requirement Umt the Company 
provide DEQ communications for primary and secondary water quality concerns beyond the 
Company's NOD responses stating that Aqua NC does not have a poor compliance track.record 
with its environmental regulators and asserting that the Public Staff did not present adequate 
justification in support of its proposal for a continued reporting requirement. Id. at 138. 

Witness Berger.also testified about Aqua NC's widerstanding of Ordering Paragraph 14 in 
the Sub 497 Order. She explained that based on the Findings of Fact, and the summary paragraphs 
related to Ordering Paragraphs 11 through 14, Aqua NC interprets the reporting requirements to 
relate only to secondary water quality issues. Id. at 144. 

Additionally, witness Berger testified that the Company should not be required to report 
on primary water quality issues because Aqua's primary drinking water standards for the past three 
years were 0.7% while the nationaJ average of non-compliant public water systems was 38% and 
the average of non-compliant public water systems across the state was 33% for the same time 
period. She stated that Aqua NC is coriccmed .that the Public Stafi"s reporting expectations and 
recommendations have become punitive versus productive given that the Company's -primary 
drinking water compliance record is historically very good when compared across North Carolina 
systems and other similarly sized and regulated systems. She also stated that reporting 
requirements are extensive and expensive, and Aqua· NC'requests the Commission to carefully 
review the question of whether they are, as constituted, productive of information that is necessary 
to sound regulatory review, or whether tliey are unproductively excessive and can be modified or 
eliminated. Id. at 132-33. 

Witness Oerger also testified that secondary water quality issues are not an Aqua-only 
issue. Iron and manganese are found in amounts greater than the sMCLs (Fe> 0.3 mg/L, Mn>0.05 
mg/L) in groundWater throughout the state. ·Witness Berger testified that despite Aqua NC's 
significant demonstrated improvement to address water quality issues through investment in 
filtration and operational attention, the resultant decline in water quality complaints, and its leading 
compliance record for primary contaminants, the Public Staff continues to recommend heightened 
reporting requirements. These reporting requirements for Aqua NC come at the cost of the 
Company staffs time and energy that-could be re-allocated toward maintaining the historically 
good compliance record on primary drinking water standards and continuing significant 
improvement with regard to secondary water quality standards. Id. at 135-36. Additionally, witness 
Berger testified that reporting on both primary and secondary water quality issues would be 
extremely burdensome to the Company because of the level of detail required to Lrack all 
communications throughout all locations among the 700 public water systems in North Carolina. 
Id. at 148-49. As a solution to reduce this burden, witness Oerger suggested that provision of 
primary and secondary Notices of Violation and of Deficiency would meet the Commission's 
needs. Id. at I 07. 
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Public Staff Wit11ess FrankliH Redirect 

Witness Franklin testified on redirect examination that it was the Public Staff's position 
that the reporting requirements set out in subpai'agraphs (a) through ( c) of Ordering Paragraph 14 
of the Commission's Sub 497 apply to both primary and secondary water quality concerns. He 
testified that primary water concerns are addressed by regulatory limits on contaminants and could 
implicate health concerns. Witness Franklin further testified that, if Aqua NC does·not have many 
primary water quality concerns, the reporting requirements associated with those concerns would 
not be onerous. Id at I 09. 

Whenasked by Commissioner Brown-Bland why the Public Staff believed the semiannual 
reporting frequency should not be reduced to annual, witness Franklin testified that an annual 
rcporting·frequency could prevent the Public Staff from being able to contact customers regarding 
water quality issues until long after they have occurred and the details surrounding the issues may 
have·been forgotten. To illustrate his point, witness Franklin noted that, pursuant.to Aqua NC's 
recommended revision to the semiannual reporting requirement, a water quality issue experienced 
in January would not be reported on by the Company until March of the following year. In addition 
to the concern that the details or the issue would no longer be fresh in the customer's mind if the 
Public Staff were to follow-up on the issue, witness Franklin noted that the passage of time 
between the occurrence of an issue and Public Staff follow-up might gjve a customer the 
impression that their concern was not important to the Public Staff. Id. at 112. 

Witness Berger Rebuttal Cross-Examination 

On cross-examination on her rebuttal testimony, witness Berger testified that requiring the 
Company to report on both primary and secondary water concerns would be burdensome to the 
Company. She appeared to suggest that the Public. Staff should instead obtain this infonnation 
directly from DEQ. Id. al 151. 

Discussion alld Conclusions 

The evidence of record establishes that the overall quality of water service provided by 
Aqua NC is adequate. While the volume of customer complaints regarding water quality and 
customer service issues was Substantially reduced in this case as compared to the Sub 497 rate 
case, the Commission notes that the nature of the complaints was largely unchanged and customers 
testified that 'long standing secondary Water quality and customer service issues had improved, 
they remain unresolved. 

Having carefully evaluated the evidence, the Commission concludes that the bi-monthly 
reporting requirement should continue for the Coachman's Trail, Barton's Creek Bluffs, and Lake 
Ridge Aero Park subdivisions. 

The Commission further- concludes that the semiannual reporting requirement regarding 
water quality issues should not be.altered at this time. These requirements should remain in place 
so long as the Company continues to experience water quality complaints akin to those raised in 
the Sub 363.and Sub 497 dockets, and in the pres~nt case. This conclusion is supported by evidence 
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that reports of discolored water increased during. the first quarter of 2020 as compared to the 
previous year. The Commission further concludes that lengthening the interval between reports 
would impair the Commission's oversight of Aqua NC and, as witness Franklin testified, the 
Public Sta!rs ability to serve the interests of the using and consuming public. 

Regarding the reporting requirements set out in subparagraphs (a) througl:i (c) of Ordering 
Paragraph 14 of the -Sllb·497 Order, the Comm_ission concludes that these requirements apply 
solely to secondary water quality concerns.A review of the Sub 363 Rate Case Order reveals that, 
in reference to Ordering Paragraphs 8, 11, and 12, the term "water quality" was used 
approximately 52 times with each reference, either specifically or by context referring to 
secondary water quality. A review of the Sub 497 Rate Case Order reveals that, in reference to 
Ordering Paragraphs 9, 10, and 14, the term "water quality" was used 57 times with alLbut two 
uses referencing, either specifically or by context, secondary water quality. Additionally, as noted 
by witness Berger in her testimony, Finding of Fact 34 and the supporting discussion regarding 
reporting requirements within the text of the Sub 497 Order are clear that the term "water quality" 
relates solely to secondary water quality. The same is true for' the Findings of Fact and the 
supporting discussion regarding the reporting requirements within the text of the Sub 363 Order. 
The Public Staffs assertion otherwise is simply not supported by the language contained in either 
the Sub 363 or Sub 497 Order. Accordingly, the Commission concludes that Aqua NC's reporting 
requirements as previously elucidated, in Ordering Paragraph 14 of the.Sub 497-Order shall·apply 
only to seeondary water quality issues and additionally, shall from this.point forward, only apply 
to written reports to DEQ; written communications between Aqua· NC and DEQ; and 'the 
recommendations of DEQ regarding ·secondary water quality eoncerns, being evaluated and 
addressed in Aqua_•NC's systems. Oral.communications shall no longer be subject to the reporting 
requirements discussed in this Order or previously required under the Sub.497 Order . 

. v ,. 

Aqua NC shall henceforth provide the Public Staff copies of: (a) Aqua•NC's reports and 
letters to DEQ· concerning secondary water quality concerns in its systems; (b) responses from 
DEQ concerning reports, letters, or other written communication received from Aqua NC 
concerning se_condary water quality concerns in its systems; and (c) DEQ's specific 
recommendations to Aqua NC, by •system, concerning each of the secondary water quality 
concerns being evaluated by DEQ. 

In reachitJg these conclusions, the Commission recognizes that the -Public Staff has an 
obligation to ensure the-using and consuming public is properly represented not only in rate cases 
but also.in between rate case proceedings. The Commission greatly appreciates the care the Public 
Staff takes to ensure consumers are treated fairly. The Commission also.recognizes·that the Public 
Staff must have access to sufficient and relevant data and documentation to uphold its duty to fully 
analyze a utility's sound and prudent management. Additiolially, the time and effort required to 
comply with reporting ·requirements and the usefulness of the information .are also relevant 
concerns.and should be eonsidered when formulating reporting requirements. The Commi_ssion 
notes that the amount of staff time and effort required to satisfy reporting-requirements going 
forward'should be appreciably less than the staff time and effort required to satisfy the filing and 
reporting requirements -ordered in the Sub 497 Order for several reasons. First, Ordering 
Paragraphs 15, 16, 17, 18, 20, 24, and 25 required one-time or non-recurring filings, and Aqua NC 
has fully complied with the requirements .set forth in those paragraphs. Second, the reporting 

1201 



WATER AND SEWER - RATE INCREASE 

requirements of Ordering Paragraph 14 of the Sub 497 rate case order have been clarified to relate 
only to secondary water quality issues. Third, Aqua NC will no longer be required to provide 
notification of oral communications with DEQ to the Public Staff. Finally, the Commission finds 
that it is appropriate to eliminate 15 of 16 previously required bi-monthly reports from 
existing requirements. 

Regarding the provision of AMR meter,data to customers, the Commission notes that its 
detennination in the Sub 497 Order that it was appropriate to include Aqua NC's investment in 
AMR technology in rates was premised in part on the Commission's finding that the functionalities 
of AMR technology were being utiliud to the benefit of ratepayers and benefits would 
incrementally increase to ratepayers as Aqua NC fully deployed the technology. As such, the 
Commission concludes that the Company shall, upon the filing of this ,Order, share the 40-day 
meter read history collected by its AMR technology with its AMR-metered customers upon 
request. Furthennore, in ·its effort' to stay apprised :of the development of customers' access to 
AMR data, the Commission concludes that the Company shall file its Strategic Plan for Meter 
Data Management and Advanced Analytics referred to in the Company's filings in accordance 
with Ordering Paragraph 27 in Docket No. W-218, Sub 497A. 

IT IS, THEREFORE, ORDERED as follows: 

1. That the Stipulation between Aqua NC and Public Staff is hereby approved in 
its entirety; 

2. That all of the findings, conclusions, and decisions reflected in this Order are hereby 
affinned and are so ordered for compliance purposes; 

3. That the Schedules of Rates, attached hereto as Appendices A-1, A-2, A-3, and A-4, 
are hereby approved and deemed to be filed with the Commission pursuant to N.C.G:S. § 62-138; 

4. That the atlaehed Schedules of Rates are hereby authorized to become effective for 
service rendered on and after the issuance date of this Order; 

5. That the Notices to Customers, attached hereto as Appendices B-1, 8-2, and 8-3 
shall be mailed with sufficient postage or hand delivered to all affected customers in each relevant 
service area, respectively, in conjunction with the next regularly scheduled billing process; 

6. That Aqua NC shall file the attached Certificate of Service, properly signed and 
notarized, not later than 45 days after the issuance of this Order; 

7. That the Commission considers neither the Partial Settlement Agreement and 
Stipulation filed on July 1, 2020, nor the pans of this Order pertaining to the contents thereof, as 
having preccdential value with respect to future proceedings and the same shall not be cited, 
argued, or treated as such; 

8. That all late-filed exhibits filed by Aqua NC and the Public Staff in this docket are 
hereby admitted in-evidence; 
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9. That the Chief Clerk shall establish Docket No. W-218, Sub 526A as the reporting 
requirement docket for Commission-required reports as ordered herein and also for WSIC/SSIC 
filings; 

10. That Aqua NC shall file a copy ofits updated AFUDC policy in Docket No. W-218, 
Sub 526 within 60 days of the issuance date of this Order; 

11. That Aqua NC shall conduct a comprehensive review of its current procedures and 
policies for dctennining when projects are complete, in-service, and booked to plant in service and 
file the Company's findings with respect to its internal accounting practices and·policies and any 
plans or recommendations regarding changes in those procedures and policies within 90 days of 
the issuance date of this Order. Aqua NC shall consult with the Public Staff regarding the findings 
of its review and shall work collaboratively with the Public Staff regarding changes in those 
procedures and policies; 

12. That Aqua NC should file annual reports described· herein concerning-the effect of 
the implementation of metered sewer rates on the monthly bills of residential customers in the 
Aqua NC Sewer and Fairways Sewer Rate Divisions with the Commission within 45 days after 
the calendar year ends, beginning with the calendar year ending December 31, 2021; 

13. That Aqua NC shall compile monthly consumption data of customer accounts by 
blocks of per l ,000 gallons to properly design and evaluate a tiered inclining block rate structure; 

14. That Aqlla NC shall file quarterly reports with the.Commission on its Conservation 
Pilot Program that,.at a minimum, include monthly historical and current consumption by blocks 
of 1;000 gallons and the corresponding number of bills and i-cVenues for each customer group, and 
such reports shall be filed within 30 days of the end of each calendar quarter, beginning with the 
quarter ending March 31, 2021. The semiannual reconciliation report on the Conservation Pilot 
Program indicating the amount. to date of any surcharge or surcredit to customers shall be filed 
within 30 days of the.reporting period, beginning with the reporting period ending June 30, 2021; 

15. That the annual revenue reconciliation request by Aqua NC and the, supporting 
calculation and data for an annual adjustment shall be filed with the Commission at least 45 days 
prior to the-annual adjustment effective date; 

16. That Aqua NC and the Public Staff shall develop a mutually-agreeable purchased 
water loss standard based upon the rriethodology for purchased water systems set forth in Aqua 
NC's Pearce and Kunkle .rebuttal testimony for implementation in the Company's next general 
rate case and report on the progress of those discussions to the Commission within nine months of 
this Order; 

17. That Aqua NC shall continue to file bi-monthly reports addressing secondary water 
quality concerns raised by customers in the Coachman's Trail, Barton's Creek Bluffs, and Lake 
Ridge Aero Park subdivisions in situations where the iron and manganese concerns remain 
pending further Order of the Commission. Such reports shall describe measures taken ,by Aqua 
NC to address water quality issues and shall include summaries of customer concerns raised, 
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results of water laboratory anaJyses (including soluble and insoluble concentration levels of iron 
and manganese) to measure baseline concentration levels and the effectiveness of chemical 
sequestration treatment,, flushing regimens, and cost estimates to install filtration systems 
(greensand or other filtration options deemed appropriate) or to procure alternate water sources; 

18. That Aqua NC and the Public Staff shall continue to work together regarding the 
development of appropriate recommendations and solutions to improve secondary water quality 
as impacted by the levels of iron and manganese at the Company's affected water systems; 

19. That'the Public Staff and Aqua NC are required to file a written report with the 
Commission, on March 1 and September 1 each year in which the WSIC is in effect, on secondary 
quaJity concerns that are affecting its customers. Ifa particular secondary water quality concern 
has affected or is affecting I 0% of the customers in an individual subdivision service area or 25 
billing customers in an individual service area, whichever is less, the customers affected and the 
estimated expenditures that arc necessary to eradicate to the extent practicable water quality issues 
related to iron and manganese through the use of projects that are eligible for recovery through 
the WSIC shall be detailed in the written report. The written report shall also contain a 
recommendation-as to whether the Commission should order Aqua NC to pursue such corrective 
action and an underlying reason why the action should or should not be undertaken. If there are 
no secondary water issues or if the secondary water quality issues are below the 10%/25 threshold 
previously set forth, Aqua NC and the Public StaITshall so infonn the Commission, but they need 
not report secondary water quality issues resolved by Aqua NC without the assistance or 
expectation of assistance of the WSIC; 

20. That Aqua NC shall also continue to file its annual Three-Year WSIC and SSIC 
Plan, as well as its Quarterly Earnings, WSIC/SSIC'Revenues, and Construction Status reports, 
its Annual Heater Acquisition Incentive Account Report, the DEQ Quarterly Notice of Deficiency 
filings, and the DEQ Secondary Water Quality Filtration Requ_est Executive Summary; 

21. That Aqua NC shall continue to promptly provide to and share with the Public 
Staff written reports to DEQ, written communication between Aqua NC and DEQ; and the written 
recommendations of DEQ regarding secondary water quality concerns being evaluated and 
addressed in Aqua NC's systems. Such communication to the Public Staff shall not be considered 
or treated as a fonnal report authored by Aqua NC, but rather as notification of the occurrence of 
written communications between the Company and DEQ and shall continue to contain a 
description of the salient topic and content points, shall be in ·a written .fonnat and shall be 
provided, at a minimum, on a bi-monthly basis until otherwise ordered by the Commission. 
Without limitation on the foregoing, Aqua NC shall provide the Public Staff copies of: (a) Aqua 
NC's reports and letters to DEQ concerning secondary water quality concerns in its systems; (b) 
written responses from DEQ,concerning reports, letters, or other written communication received 
from Aqua NC concerning secondary water quality issues; (c) DEQ's specific written 
recommendations to Aqua NC, by system, concerning each of the secondary water quality 
concerns being evaluated by DEQ; and (d) written communications from DEQ to Aqua NC 
indicating DEQ's dissatisfaction with Aqua NC's response to DEQ's concerns, directions or 
recommendations concerning water quality affected by iron and manganese; 
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22. That Aqua NC shall strive to return to its pre-COVID-19 lcvel of flushing activities 
as soon as reasonably possible to improve water quality for its customers experiencing secondary 
water quality issues; that Aqua NC's general flushing plan filed on June 17,,2019, in Docket 
No W-218, Sub 497, shall be subordinate to the manufacturer's recommended flushing schedule 
whenever a sequestering agent, including SeaQuest® is introduced into a Company water sy"stema 
Aqua NC shall follow the manufacturer's recommended flushing schedule, and any time Aqua 
NC does not follow the manufacturer's recommendation, the Company shall make a filing with 
the Commission if the recommended flushing does not occur within 60 days of the recommended 
time for flushing; such filing shall be made within 60 days of departing from lhe original 
recommended schedule, explaining,the reasons the flushing schedule could not be followed; 

23. That at any time after a year From the issuance of this.Order, Aqua NC may request 
that the Commission.revise-or eliminate the regular and periodic reporting-requirements ordered 
herein due to demonstrated and significant progress in customer satisfaction with improvements 
made in water quality related to levels of iron and manganese; 

24. 'Ibat Aqua NC shall lake the appropriate measures to share the 40-day meter read 
history ·collected by the Company's AMR techn0logy with the AMR-metered customers upon 
request and shall track when such infonnation is being shared, including how such-information is 
being provided to customers. This tracked information should be made available in a timely 
manner at the request of either the Commission or the Public Siaff; 

25. That,. upon its completion, Aqua NC shall file with the Commission the Strategic 
Plan For Meter Data Managenicnt and Advanced Analytics; 

26. That Aqua NC shall refund all partial, tempofary rates and charges in excess of the 
final rates and charges found to be appropriate by the Commission, if any, in the Aqua NC Water, 
Aqua NC Sewer, and Brookwood Water Rate Divisions with interest at 10% compounded 
annually; 

27. That Aqua NC shall file a refund plan For the excess partial, temporary rates and 
charges collected from the customers, if any, in the Aqua NC Water, Aqua NC Sewer, and 
Brookwood Water Rate Divisions within 30 days of the· date of this Order and the Public Staff 
shall file a.response to said refund plan no later than 60 days from the date of this Order; and 

28. That the Chief Clerk shall close Docket No. W-218, Sub 497A. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 26th day of October, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief.Clerk 

Commissioner Kimberly W. Dufficy did not participate in this decision. 
Commissioner Daniel G. Clodfelter concurring in part and dissenting in part. 
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DOCKET NO. W-218, SUB 497 

Commissioner Daniel G. Clodfelter, concurring in part and dissenting in part: 

I join in.the Commission's decision and opinion as to all save one group of issues, and to 
those items only l dissent. In Findings of Fact 9, 11, and 22, the·Commission determines that the 
Stipulation between the Company and the Public StafT is just and reasonable and should be 
accepted in its entirety. Public Staff witness Feasel in her original prefilcd testimony proposed 
disallowing 50% of the total compensation of the Company's top five executives, 50% of the 
expenses of the Aqua America board· of directors allocated to North Carolina, 50% of the stock 
options allocated to the Compa·ny's North Carolina employees, and that portion of employee 
bonuses that is tied to an increase in earnings per share for the Company's ultimate parent entity. 
(The details of these items arc discussed in the Commission's opinion at pages 50 through 56.) In 
paragraphs LL and MM of the proposed Stipulation the Public StafT has now abandoned these 
positions. For the same reasons set forth in my dissenting opinion in the Sub 497 Rate Case Order, 
believe the Public Staff's original position is. the better and more persuasive one as.a matter of 
sound policy, and I would therefore decline to accept the proposed Stipulation to the extent, but 
only to the extent, it withdraws these proposed adjustments and allows 'full recovery of these 
expenses from the Company's ratepayers. 

/s/ Daniel G. Clodfelter 
Commissioner Daniel G. Clodfelter 
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SCHEDULE OF RA TES 

for 

AQUA NORTH CAROLINA, INC. 

for providing water and~ utility service in 

APPENDIX A-I 
PAGE/OFB 

ALL ITS SERVICE AREAS IN NORTH CAROLINA AND lllE EMERGENCY 
OPERATION OF MOBILE HILL EST A TES 

WATER UTILITY SERVICE 

► All Aqua NC systems except as noted below 

Monthly Metered Service (residential and commercial customers): 

Base facility charge (zero usage, based on meter size) 

<l" meter 
I" meter 
I½" meter 
2" meter 
3" meter 
4" meter 
6" meter 

Usage charge, per 1,000 gallons 
All service arear unliss noied differenily below 

$ 20.70 
$ 5L75 
$ 103.50 
$ 165.60 
$ 310.50 
$ 517.50 
$1,035.00 

$ 6.38 

For bulk purchased water system usage charges see attached Appendix A-2 

Conservation Pilo~-Program 
Arbor.Run, Baykaf, Merio,i a11,! Pebble Bay Subdivisions 

Tiered·usage charge, per 1,000 ga]lons (residential) 

I - 4,000 gallons 
4,001 - 8,000'gallons 
8,00 I - 15,000 gallons 
15,001+ gallons 

$ 
$ 
$ 
$ 

4.14 
6.21 
9.32 

12.42 

Tiered usnge charge, ped,000 gallons (irrigation meters) 
I - 15,000 gallons $ 9.32 
15,001+ gallons $ 12.42 
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Monthly Unmetered Service (flat rate): J/ 
Residential customers 
Commercial customers, per residential 

equivalent unit (REU) 

$ 46.22 

$ 73.63 

► Brookwood and LaGrange Service Areas 
Cumberland and Hoke Counties 

Monthly Metered Service (residential and commercial customers): 

Base facility charge (zero usage, based on meter size) 

<l"meter 
l" meter 
1½" meter 
2" meter 

3" meter 
4'' meter 
6" meter 

Usage charge, per I ,000 gallons 

$ 16.01 
$ 40.03 
$ 80.05 
$ 128.08 
$ 240.15 
$ 400.25 
$. 800.50 

$ 4.57 

APPENDIX A-I 
PAGE2 OF8 

For bulk purchased water system usage charges see attached Appendix A-2 

Monthly Unmetcred Service (flat rate): 11 

Residential customers 
Commercial customers (per REU) 

$ 37.24 
$, 52.56 

► Fairways and Beau Rivage Service Area-New Hanover County 

Monthly Metered Service (residential and commercial customers): 

Base facility charge (zero usage, based oh meter size) 

<1'' meter 
I" meter 
1 ½" meter 
2" meter 
3" meter 
4" meter 
6" meter 

Usage charge, per 1,000 gallons 
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Monthly Unmetcred Service (flat rate}: JI 

Residential customers 
Commercial customers (per REU) 

OTHER MA TIERS 

Specific Service Area Connection.Charges·and Capacity Fees: 'l/ 
(see attached Appendix A-3) 

Connection Fee in All Olher Service Areas: Y 

<!"meter 

$ 17.91 
$ 23.61 

For taps made to existing mains 
installed inside franchised service 
area $800.00 

APPENDIX A-I 
PAGE30F8 

For individual connections 
installed outside franchised·service 
area11 Actual cost of inslallation ~ 

I" meter or larger 120% of actual cost of making tap, 
including setting rrieter and box 

Water Capacity Fee per GPO Flowers Plantation Development (Buffalo Creek and Neuse 
Colony): 
(See Docket No. W-218, Sub 526) 

Water capacity fee per GPD $ 6.25 

The bulk water capacity fee was changed by Johnston County, effective October I, 2020. Such 
rates per GPD,are subject to change based on future schedules of rates and fees issued by 
Johnston County. 

Meter Installation·Fee: $70.00 
(The fee will be charged only where cost of meter installation is not otherwise recovered 
through connection charges.) 

Production and Storage Contribution-in Aid of Construction Fee: 1/ 
For individual connections outside 
franchised service areas where lot 
owner has made-no contribution in 
aid of construction toward production 
and storage facilities 
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Reconnection Charges: ~ 

If water service cut off by utility for good cause 
If water service discontinued at customer's request 

Billing Service Charge: fJ/ 

New Customer Account Fee: 
(If customer receives both water and sewer utility 
service from Aqua NC, then the customer shaJI 
only be charged a new account fee for water.) 

SEWER UTILITY SERVICE 

$35.00 
$15.00 

APPENDIX A-I 
PAGE40F8 

$2.00,per month per bill 

$20.00 

► All Aqua systems except as noted below 

Monthly Unmetered Service (flat rate): 

Residential customers 
Commercial customers (per REU) 

STEP system flnt rate (Monticello Holly Brook, Saddleridge) 

Monthly Metered Service (residential and commercia1 customers): 

Base facility charge (zero usage, based on meter size) 

<I" meter 
l" meter 
I½" meter 
2"meter 
3" meter 
4" meter 
6" meter 

Usage charge, per 1,000 gnlfons 

$ 75.38 
$ 105.53 

$ 32.00 

$ 60.43 
$ 151.08 
$ 302.15 
$ 483.44, 
$ 906.45 
$1,510.75 
$3,021.50 

$ 2.99 

For bulk purchased sewer system charges see attached Appendix A-2 

Carolina Meadows, Inc. will be charged 50% of the sum of all contributory water meter 
base facility charges, which is currently 186 REUs or 50% of372 RElJs. 
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APPENDIX A-I 
PAGE50F8 

► Fairways and Beau Rivage Service Area-Nr,w Hanover County 

Monthly Unmefored Service (flat rate): 

Residential cus~omers 
Commercial customers·(per REU) 

Monthly Metered Service (residential and commercial customers): 

Base facility charge (zero usage, based on meter size) 

<I"meter 
1" meter 
1 ½" meter 
2" meter 
3" meter 
4" meter 
6" meter 

Usage charge, per I ,000 gallons $ 1.83 

OTHER MATTERS. 

Specific Service Area Connection Charges and Capacity Fees: Y 
(See altached Appendix A-3) 

Connection Fee in All Other Service Areas: 

None when tap and service line installed by developer. 

Actual Cost if Aqua NC makes tap or installs service line. 

$ 54.1 I 
$ 73.25 

$ 46.49 
$ 116.23 
$ 232.45 
$ 371.92 
$ 697.35 
$1,162.25 
$2,324.50 

Sewer Plant Capacity Fee per GPD (DEO Design Requirements) - River Park Development: 

Sewer Plant Capacity Fee per GPO 
(See Docket No. W-218, Sub 143) 
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APPENDIX A-I 
PAGE60FB 

Wastewater Capacity. Fee per GPO F!Owers Plantation Development (Buffalo Creek): 
(See Docket No. W-218, Sub 526) 
Wastewater capacity fee per GPO $ I I ;00 

(Combined transmission and treatment capacity fee) 

The bulk wastewater capacity fee was changed by Johnston County, effective July 1, 2020. Such 
rates per GPO are subject to change based on future·schedules ofrates·and fees issued by 
Johnston County. 

Sewer Plant Capacity Fee per.GPO Flowers Plantation Development (Neuse.Colony): 
(See Docket No. W-218, Subs 497 and 520) 

Sewer plant capacity fee per GPD $ 9.47 

The sewer plant capacity fee may change in the future as a result of additional improvements or 
further expansion by Aqua NC to ~e Neuse Colony wastewater treatment plant 

Developer Contribution to Agua NC - 50% Agua NC's Cost of Buffalo Creek Pump Station and 
Force Main- Flowers Plantation Development (Buffalo Creek): 
(See Docket No. W-218, Sub 497) 

Pursuant to Amended Purchase Agreement dated May 14, 2002, between River Dell 
Utilities, Inc., Rebecca Flowers Finch (d/b/a River Dell Company), and Heater Utilities, 
Inc. (See Docket No. W-274, Sub 538 and Docket No. W-218, Sub 497) 

$440,816 divided equally among the first 2,000 single-family residential equivalents 
(SFREs) or $220.41 per SFRE 

Reconnection Charges: ~ 

If sewer service cut off by utility for good cause 

Grease Traps: 

Actual Cost 

The Utility may require installation and/or .proper operation of grease traps ;on grease 
producing commercial facilities. Failw-e to properly operate grease traps will result in 
disconnection of service pursuant to Commission Rule RJ0.:.16. 

New Customer Account'Fee: '$, 20:00 

(If customer receives both water and sewer utility service from Aqua,NC, then the customer 
shall only be charged a new account fee for water.) 
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APPENDIX A-1 
PAGE,70F8 

Grinder Pump Installation Fee- Governors Club Subdivision: 
(See Docket No. W-218, Sub 277) 

~ctuaJ Cost 

The homeowner or house builder shall be required to prepay in full to the outside contractor 
installing the grinder pump the entire cost of the installation, including the applicable 
engineering irispection fee, as specified in Aqua NC's Grinder Pump Installation. In-house 
Procedures, a copy of which is filed with the Commission. 

Once the grinder pump is initially i!tstalled, it will be the· responsibili,ty of Aqua NC to 
maintain, repair, and replace the'grinder pump. However, if damage to a grinder pump is 
shown to be due to·homeowner negligence, the homeowner will be liable for the cost of 
the repair or replacement of the grinder pump. 

Returned'Check Charge: $25.00 

Bills-Due: On billing date 

Billing· Frequency: Monthly for Service in arrears 

l 5 days after biUing date Bills Past Due: 

Finance Charges for Late Payment: 1% per month will.be applied to the unpaid balance 
of-all bills still past due 25 days after. billing date 

Availability Rates: 

J! 

,, 

Woodlake Subdivision: 
Water $5.00 per month 
Sewer $3.75 per month· 

Governors Village;: Subdivision, Governors Forest Subdivision, Governors Village 
Town.homes: 

Sewer on]y $12.50 per month 

Governors.Club: 
Sewer only $20.00 per-month 

The-Utility, at'its expense, may i~II a meter and charge the metered rate. 

in most areas, connection charges do not apply pursuant to contract and only the $70.00 meter inst.aJlation 
fee will be chaJgetl lo the first person requesting service (generally the builder), Where Aqua NC must make 

_a tap lo an existing main, the charge will be $800.00, and where main extension is required, the charge will 
be 120%oftbe actual cost. 
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APPENDIX A-I 
PAGE80F8 

Individual C-Onnections outside franchised service areas may be made pursuant to this tariff in the foUowing 
circumstances: (1) upon request of a bona fide customer as that lenn is defined in Commission 
Rule R7-!6(a)(l);.(2) the customer shall be located either within 100 fl of a Franchised Service Area or 
located wilhin l00 ft: ofan existing Aqua NC main; i!nd (3) tlie request may come from no more than two 
customers located in the same area (requests for more than two connect.ions require an application for a new 
franchise or a request for.approval of a contiguous extension). To connect such a customer, Aqua NC shall 
file a notice with the Commissicin in Docket No. W-218, Sub 177, at le.est 30 days before it,intends to make 
lhe tap. 'This notice shall incl ode an explanation of the circumstances requiring the tap and an 8.5" x 11" map 
showing th!: locatiori of the tap in relation to Aqua NC's existing main. I(the Public Stiff docs not object to 
the tap within the 30-day period, or upon-written notice within that period from the Public Staff that it will 
not object. Aqua NC may proceed with the connection. 

Actual cost for such a connection shall include installation of a 6• or smaller ma.in extension (if necessarj), 
tap of the main, service line, road bore (ifn~). meter box. meter, backflow preventer (if necessary), 
and Aqua NC's direct labor costs. Aqua NC shall give a written cost quote to the customer(s) applying for 
connection before iictually.bcginning the installation work. 

When service is diSCOnnecled and reconnected ·by the same unit owner within a period of less than nine 
months, the entire flat rate _and/or base charge rate will be ,due and payable before the service will 
be rcconncdcd. 

If sewer disconnection is required,,after all reasonable.efforts by the Utility to enoouragc the customer lo 
comply with the provisions of the tariff have been made, the Utility may install a valve or-other device 
appropriate lo cut off or blOCk lhe customer sewer line; 

P!ior to disconnection, the Utility shall gi°Ve' the customer written notice at least seven days prior to 
disconnection. Said notice shall include, at lhe minimum, a copy of this reconnect provision,.the estimated 

-cost lo make the cut off, and install the valve or other device. 

In the event that an emergency or dangerous condition is found or fraudulent use is detected, Sewer service 
may be cot oITwitJiout notice. In such an event, notice as described above, will be given as soon as possible. 

Upon payrrient of outstandi!Jg balance, actua1 cost of tennination and reconnection and other· fees (for 
example, deposit if required by the Utility), the Utility shall restore the SCrvice no later than 1he next 
business day. 

Aqua NC is authorized to include on its monthly .water bill the charges resulting from sewer service provided 
by the Town of Cary, the Town-of Fuquay-Varina, Wake County, and various Commission appointed 
emergency operators where specifically approved by the Commission. Aqua NC will bill lhe Town cifCary, 
the Town of Fuquay-Varioa, Wake County, or appointed. emergency operator $2,00. per monlh per, bill for 
providing this service. 

Issued in Accordance with Authority Granted _by· the North Carolina Utilities Commission in 
Docke!No. W-218, Sub 526, on this the 26th day of October, 2020. 
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WATER AND SEWER- RATE INCREASE 

AQUA NORTH CAROLINA, INC. 
BULK PURCHASED WATER SYSTEM USAGE RATES 

Usage charge, per 1,000 gallons where water purchased for resale 

APPENDIX A-2 
PAGE I OF 5 

Usage Chan:;e/ 
Service Arca Water- Provider 12000 gallons 
A:qua North Carolina Servi~e Areas 
Twin:Creeks ,City of Asheville $ 4.96 
Heather Glen and Highland City of Belmont $14.40 
Southpriint Landirig City of Belmont $14.40 
Park South City of Charlotte $ 2.19 
Parkway Crossing City of Charlotte $ 2.19 
Springhill / Springdale Cit}' of Concord $ 5.42 
Hoopcrs Valley Cit)' ofHendersonvilie $ 3.47 
Crystal Creek City of Hendersonville $ 3.47 
Rambling Ridge City of Hendersonville $ 3.47 
Brookwood City of Hickory {outside city) $ 3.25 
Heritage Farms City of Hickory (inside city) $ 3.25 
Cedarwood Estates City of Hickory (inside city) $ 3.25 
Hill-N-Dale City of Lincolnton $ 9.21 
.East Shores City ofMorganton $ 2.51 
Greenfield City ofMoW1t Airy $ 6.69 
Bett's Brook City ofNewton $ 3.29 
Crestwood Davidson Water, Inc. $ 4.76 
Lancer Acres Davidson Water, Inc. $ 4.76 
.Beard Acres Davidson Water, Inc. $ 4.76 
Woodlake Development Hamett County $ 2.78 
Beechwood Cove Chatham-County $ 7.04 
Chatham Chatham County $ 7.04 
Col~ Park Plaza ·shopping Center Chatham County $ 9.98 
Hidden Valley Chatham County $ 7.04 
Polks Landing Chatham County $ 7.04 
Chapel Ridge TOwn of Pittsboro $13.69 
Laurel Ridge Town of Pittsboro $13.69 
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WATER AND SEWER - RATE INCREASE 

APPENDIX A-2 
PAGE 20F 5 

Usage Charge/ 
Service Area Water Provider 1~000 gallons 
The Parks at Meadowview Town of Pittsboro $13.69 
River Hill Heights Iredell Water Corp. $ 3.61 
Beclford·at Flowers Plantation Johnston County $ 2.66 
Bennett Place Johnston County $ 2.66 
Chatham Johnston County $ 2.66 
Cottages at Evergreen J_ohnston County $ 2.66 
Cottonfie_ld Village Johnston County $ 2.66 
Creekside Place Johnston County $ 2.66 
Eastlake at Flowers Plantation Johnston County $ 2.66 
Evergreen Johnston County $ 2.66 
Flowers Crest Johnston County $ 2.66 
Flowers Shopping Center Johnston County $ 2.66 
Forge Creek Johnston County $ 2.66 
Longleaf Johnston County $ 2.66 
Magnolia Johnston County $ 2.66 
Magnolia Place/Village Johnston County $ 2.66 
Mill Creek North Johnston-County $ 2.66 
Mill Creek West Johnston County $ 2.66 
Neuse Colony Jol!nston County $ 2.66 
North Fann Johnston County $ 2.66 
North Fann Cottages Johnston County $ 2.66 
North Village Johnston County $ 2.66 
Parkway CenterNillage Johnston County $ 2.66 
Peachtree Johnston County $ 2.66 
Pineville Club Johnston County $ 2.66 
Pineville East Johnston County $ 2.66 
Pineville.East Cottages/Palmetto Pl. Johnston County $ 2.66 
Pineville East Estates Johnston County $ 2.66 
Pineville West Johnston·County $ 2.66 
Plantation Park Johnston County $ 2,66 
Plantation Pointe Johnston County $ 2.66 
Poplar Woods Johnston County $ 2:66 
RiVer Dell East Johnston County $ 2.66 
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WATER AND SEWER - RATE INCREASE 

APPENDIX A-2 
PAGE 3 OF 5 

Usage Cliarae/ 
Service Arca Water Provider 12000 gallons 
River Dell Townes Johnston'County $ 2.66 
Riverdell Elementary School Johnston County $ 2,66 
Ross Landing· Johnston County $ 2.66 
South ·Plantation Johnston· County $ 2.66 
South Quarter Johnston County $ 2.66 
Southgate Johnston-County $ 2.66 
Swnmerset Place Johnston County $ 2.66 
Sun Ridge·Farms Johnston County $ 2.66 
Sweetgrass Johnston County $ 2.66 
The Gardens at Flowers Plantation Johnston County $ 2.66 
The Meadows Johnston County $ 2.66 
The Nine Johnston,County $ 2.66 
The Woodlands Johnston County $ 2.66 
Tri11ium Johnston County $ 2.66 
Village at Flowers.Plantation Johnston County $ 2.66 
Walker Woods Johnston County $ 2;66 
Watson's Mill Johnston County $ 2.66 
West Ashley Johnston County $ 2.66 
Whitfield at Flowers Plantation Johnston County $ 2.66 
Wilders Woods and Extension Johnston County $ 2.66 
Holly Hills Town of Forest City $ 5.63 
Pear Meadows Town-of Fuquay-Varina $ 5.18 
Swiss Pine Lake Town ofSpruc.e Pine $ 5.96 
Brookwood/Lagrange Service Areas 
Kelly Hills Fayetteville PWC $ 2.92 
Bretton Woods Fayetteville PWC $ 2.92 
Raintree Fayetteville PWC $ 2.92 
Colony Village Fayetteville PWC $ 2.92 
Windsons; Fayetteville PWC $ 2.92 
Porter Plac.e Fayetteville PWC $ 2.92 
Thomwood Fayetteville PWC $ 2.92 
County Walk Fayetteville·PWC $ 2.92 
Lands Down West Fayetteville PWC $ 2.92 

1217 



WATER AND SEWER - RATE INCREASE 

APPENDIX A-2 
PAGE40F5 

Usage Charge/ 
Service Area Water Provider 1~000 gallons 
S & L Estates Fayetteville PWC $ 2.92 
Tarleton Plantation Fayetteville PWC $ 2.92 
Springdale Fayetteville PWC $ 2:92 
Ridge.Manor Fayetteville PWC $ 2.92 
Forest Lake Fayettevi1le PWC $ 2.92 
Arden Forest Fayetteville PWC $ 2.92 
Wendemere Fayetteville PWC $ 2.92 
Jena-Shane Fayetteville PWC $ 2;92 
Stoney Point Fayetteville PWC $ 2.92 
Woodland Ruh Town of Linden $ 5.23 
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WATER AND SEWER - RATE INCREASE 

APPENDIX A-2 
PAGE50F5 

AQUA NORTH CAROLINA, INC. 
PURCHASED SEWER RA TES 

Aqua North Carolina Service Areas 

Monthly Metered Service where bulk service purchased from Charlotte (Park South Station and 
Parkway Crossing residential and commercial): 

Base facility charge, zero usage 
(based on meter siz.e) 

Usage charge, per 1,000·gallons 

Same as commercial 
charges listed on 
Appendix A-1, Page 4 

$ 6.45 

Hawthorne aJ.Jhe Greene Apartments Woodland Farm, and Beaver Fiirms Subdivision
Mecklenblirg Countv: (See'Docket No. W-899, Sub'37 and Docket No. W-218, Subs 357,517, 
and 526) 

Base facilities charge (to be·collected and 
delivered to Carolina Water Service, Inc. of 
North Carolina.1 for treatment of the wastewater), 
per month $ 47.94 per REU 2 

Each apartment building at Hawthorne at the.Greene Apartments (formerly Vista Park 
Apartments) will be conside_red 92.42% occupied on an ongoing basis for billing 
purposes as soon as the certificate of Occupancy is issued for the apartment building. 

Collection servicc/c9mmodity charge (based 
on City of Charlotte's master meter reading), 
per 1,000 gallons $ 6:75 

1 On August 17,2016, in Dock~ No. W-1044; Sub 24, eta!., the N_orth ~lina Utilities Commiss_ion 
issued an Order Approving Merger. rn accordance with.the Order, and pf.l!Sl.LaDl to the Articles of Merger filed with 
the North Carolina Depanmentofthe Secrelal)' of Slate on August 30, 2016, Bradfield Farms Water Company was 
merged into Carolina Water.Service, Inc. ofNorth Carolina effective August 30, 2016. 

2 Residential Equivalent UniL 

Issued in Accord!lllce with Authority Granted by the North Carolina Utilities Commission in 
Docket No. W-218, Sub 526,.on this the 26th day of October, 2020. 
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WATER AND SEWER - RATE INCREASE 

AQUA NORTH CAROLINA, INC. 
SCHEDULE OF CONNECTION FEES 

CONNECTION 
SYSTEM NAME FEE-WATER 
Alan Acres $ 800,00 
Allendale $ 500.00 
Altice Estates $ 800.00 
Amy Acres $ 500:00 
ApJile Grove $ 500.00 
Applegate $ 500.00 
Al'borRun $ 500.00 
Armfield, Phases 1 A, IB, 2, 3, 4, 5 $ 500.00 
Ashe Plantation $ 725,00 
Ashebrook Woods $ 500.00 
Ashton Park $ 500.00 
Aubutnda]e $ 500.00 
Autumn Acres $ 800.00 
Avendale 
Avoce~ PhaseslA, IB, lC, 10, lE, 2, 3, 4, 5 $ 500.00 
Bakersfield $ 500.00 
Ballard Fann $ 500.00 
BaJlentine Place $ 500.00 
Balls Creek $ 800.00 
Backwood Lane $1,200.00 
Bayberry $ 800.00 
Beacon Hill $ 500.00 
Beacon Hills $ 800.00 
Beau Rivage $ 969.00 
Beau Rivage'Market Place Shopping Center $1,000.00 

Beechwood Cove $ 500.00 
Belews Landing $ 500,00 
Bella Port 
Bells Crossing, Phases I, 2, 37 ,4 $1,000.00 
Bennett Place 
Berlclee Reserve $ 500.00 
Bethel Forest $ 500.00 
Betts Brook $ 500.00 
Beverly Acres $ 800.00 
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APPENDIX A-3 
PAGE I OF 12 

CONNECTION 
FEE SEWER 

$3,500.00 
$ 500.00 

$ 822.00 

$2,500.00 

$1,000.00 



WATER AND SEWER - RATE INCREASE 

APPENDIX A-3 
PAGE20F 12 

CONNECTION CONNECTION 
SYSTEM NAME FEE-WATER FEE-SEWER 
Bexley Place $ 500.00 
Birkhaven $ 500.00 
Blue Water Cove $ 500.00 
Bogue Watch $2,500.00 
Bonaire $ 500.00 
Brafford Fanns $ 800.00 
Briar Creek $ 500.00 
Brickfield $ 400.00 
Bridgeport $ 800.00 
Bridle Wood $ 500.00 
Brights Creek $ 500.00 $ 500.00 
Brinley's Cove $ 500.00 
BroOk·Forest $ 800.00 
Buck Springs Plantatiori $1,000.00 
Carolina Ma'rina $10,000.00 
Cameron Point $ 500.00 
Candy Creek $ 500.00 
Cane Bay $ 500.00 $ 500.00 
Cannonsgate $2,500.00 
Canterbury Trails $ 500.00 
Capeside Village $ 750.00 $1,000.00 
Cannel Hills $ 800.00 
CannelPark $ 800.00 
Cassimir Commons $ 750.00 $1,000.00 
Cast1e·Bay $ 500.00 $ 500.00 
Castlewood. $ 800.00 
Catawba Shores $ 800.00 
Cedar Chase $ 500.00 
Cedar Creek $ 500.00 
Cedar Grove $ 800.00 
Cedar Valley $ 800.00 
Chapelwood Acres $ 800.00 
Charles Place at Arbor Run $ 500.00 
Chatham $ 500.00 
Clarendon Gardens (includes mam Wl'l!Sion) $1,125.00 
Cliftwood West $ 800.00 
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WATER AND SEWER - RATE INCREASE 

SYSTEM NAME 
Clear Meadow 
Clubview Estates 1 
Collybrooke, Phases 1, IA, 2 
Colvaro Fanns, Phase 9 
Copperfield (Gaston) 
Coral Ridge 
Country Acres 
Country Acres MHP 
Country Crossing, Phases I, II, and Ill 
Country Crossing, Phases N and V 
Country Knolls 
,Country Meadows 
Country Valley Ext (Lo~ 7G, BG, 9G, I2E, l3E, 
14E, 158, 16E, 17F) 
Country Woods 
Countryside 
Crabtree II 
Craig Gardens 
Creedmoor Village Shopping Center 
Creekside 
Creekside Shores 
Crestview (Rowan County) 
Crestview (Cabam15 County) 
Cross Creek 
Crutchfield Farms 
Dalewood/Monteray 
Deer Path 
Deerwood 
Dolphin Bay 
Dorsett Downs 
Eagle Landing 
EastBank 
East Chestnut 
East Gaston MHP 
Eastlake 
Edgewood Acres I & II 
EI Camino 
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CONNECTION 
FEE-WATER 

$ 175.00 
$ 800.00 
$ 500.00 

$ 800,00 
$1,000.00 
$ 800.00 
$ 800.00 
$ 750.00 
$ 670.50 
$ 800.00 
$ 800.00 
$2,500.00 

$ '800.00 
$ 500:00 
$ 500.00 
$ 800.00 
$ 5_00.00 

$ 500.00 
$1,000.00 
$ 500.00 
$ 800.00 
$ 500.00 
$ 500.00 
$ 800.00 
$ 500.00 
$ 500.00 

$ 500.00 
$ 500.00 
$ 750.00 
$ 800.00 
$ 500.00 
$ 850.00 
$ 800.00 
$ 800.00 

APPENDIX A-3 
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CONNECTION 
FEE SEWER 

$ 500.00 

$2,500:00 

$1,000.00 

$1,000.00 

$1,000.00 



WATER AND SEWER - RATE INCREASE 

SYSTEM NAME 
Emerald Plantation 
Enoch.Tu.mer 
Epes Trucking 

Estates at Meadow Ridge 

Ethan's Gate 

Ethan!s Glefl 

Fairfax 

Fairview Park 
Fairview Wooded Acres 
Fa11s Creek 
Fallscrest 

Fannwood 

Ferguson Village 
Fleetwood Acres I 
Fleetwood Falls; Fleetwood Falls, Sect 15 

Flowers Plilntation Development (Buffalo Creek) 

Flowers Plantation Developinent (Neuse Colony) 

Fontain Village 
Forest Acres 

Forest Cove 

Forest Pines 

Forest' Ridge 

Fountain Trace 
Foxfire 
Fox Ridge 

Fox Run (Gaston) 

Foxbury 
Foxbury Meadows 
Freemonf Park 
Gallagher Trails 

Gates at Ethan's Glen 

Glennbum (Sub 385) 

Glencroft (Catawba) 

Governors Club 
Governors Forest 

Governors.Village 
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CONNECTION' 
FEE-WATER 

$ 500.00 

$ 500.00 

$ 500.00 

$ 500.00 

$ 500.00 

$ 800.00 

$ 800.00 

$ 800.00 

$ 500.00 

$ 800.00 

$ 800.00 

$ 500.00 
$ 800.00 
$ 500.00 

$625 I gpd of 
capacity. 

$6.25 / gpd of 
capacity 

$ 800.00 

$ 800.00 

$ 800,00 

$ 500.00 

$ 500.00 

$ 800.00 

$ 800.00 

$ 800.00 

$ 800.00 

$ 500.00 

$ 500.00 

$ 500.00 

$ 800.00 

$ 500;00 

$1,500:00 

$ 500.00 
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CONNECTION 
FEE-SEWER 

Actual Cost 

$11.00 I gpd of 
capacity 

$9.47 / gpd of 
capacity 

$4,500.00 

$4,500.00 

$4,500,00 



WATER AND SEWER - RATE INCREASE 

Grayson Park 
Giaystone Forest 

SYSTEM NAME 
Green Acres Mt{P 
Green Meadows 
Greenwood 
Hanover Downs 
Happy Valley 
Hartman Farms 
Hasentree, Phases ·J.,J, 4A, 48, 4C,.5, 6A, 68,. 
6C,7, 8, 9, JO, 11, ISA, 15B, 15E 
Heartwood 
Hea!her Acres 
Heather Glen 
Heritage Fanns 
Heritage West 
Hem1an·Acres 
Hickory Creqk (Houses on Biwwood Way_ Only) 

Hickory Ridge 
Hidden Creek 
Hidden Hills 
Hidden Valley (Chatham County) 
Hidden Valley (Catawba County) 
High Grove, Phase 3 
High Meadows 
Hillsboro 
Hilltop 
Holiday Hills 
Hollywood· Acres 
Homestead.Catawba 
Hoyles Creek 
Huntcliff 
Hunters Mark 
Hunters Ridge 
Hunting Ridge 
Huntley Glen Townhomes, Phase 2 
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$ 500.00 
$ 500.00 

CONNECTION 
FEE-WATER 

$ 800.00 
$ 800.00 
$ 500.00 
$ 800.00 
$ 500.00 
$ 500.00 

$ 500.00 
$ 800.00 
$ 200.00 
$ 500.00 
$ 500.00 
$ 800.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 800.00 
$ 500.00 
$ 725.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 800.00 
$ 500.00 
$ 500:00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 700.00 

$ 350.00 

APPENDIX A-3 
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CONNECTION 
FEE-SEWER 

$2,500.00 
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WATER AND SEWER- RATE INCREASE 

Huntwood 
Idlewild Park 
Ingram Estates 
Inlet Point Harbor 

SYSTEM NAME 
Inlet Point Harbor Extension 
Inlet Watch 
Inlet Watch-irrigation meters 
Interlaken 
Island Bridge Way 
Jack's Landing 
JiunestOwne 
Keltic Meadows 
KendaJe Woods 
Kimberly Courts 
Kings Acres 
Knob Creek 
Knolls Phases.I and JI only 
Knollview 
Knollwood 
Knoxhaven 
Kynwood 
Lakeridge 
Lakewood 
Lamar Acres 
Lancer Acres 
Laurel Acres, 
La~rel Woods 
LazyS 
Lea Landing 
Lennox Woods 
Lighthouse Village 
Linville·Oaks 
Little.River. Run 
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$ 500.00 
$ 800:00 
$ 500.00 
$ 750,00 

CONNECTION 
FEE-WATER 

$1';000,00 
$ 750.00 
$ 300.00· 
$ 500.00 
$ 750.00 
$1,000.00 
$ 500.00 
$ 800.00 
$ 940.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 500.00 
$1,500.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 800.00 
$ 800.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 800.00 
$1,000.00 
$ 500.00 
$ 750.00 
$ 500.00 
$ 800.00 

$1,000.00 
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CONNECTION 
FEE-SEWER 

$1;000.00 

$1,000.00 

$2,500.00 

$1,000.00 



WATER AND SEWER- RATE INCREASE 

Long Shoals 
Love Point 
Lynmore 
MacGregor Downs 
Magnolia Place 
Magnolia Springs 
Mallard,Crossing 
Mallardhead 
Maple!=rest 

SYSTEM NAME 

Mariners Pointe, Phase 1 
Mar-Lyn.Forest 
Meadow Creek 
Meadow Ridge 

Meadow·Rwi 
Meadowbrook 
Mill Creek Landing 
Mineral Springs 
Monticello Estates 
Montreanx rtk/a Montrose 

Moorlands Reserve 
Moratuck Manor 
Morningside Park 
Morris Grove 
Morristown 
Moss Haven 
Mount Vernon Crossing, Phase 3 
Mowitain Creek 
Mountain Point 
MOuntainbrook 
Murray Hills 
Myrtlewood 

Nantucket Village 

Nautical Green 
Neuse Colony 

$ 800.00 
$ 500.00 
$ 800.00 

$ 800.00 
$ 850.00 
$ 800;00 
$ 500.00 
$ 500.00 
$ 800.00 

CONNECTION 

FEE-WATER 

$ 450.00 

$ 500.00 
$ 500.00 

$ 500.00 
$ 500.00 

$ 500.00 

$1,000.00 

$ 500.00 

$ 500.00 

$ 500.00 

$1,333,00 
$1,000.00 

$ 800.00 

$ 500.00 
$1,000.00 

$ 800.00 
$ 500.00 
$ 500.00 

$ 350.00 
$' 800.00 

$ 800.00 

$ 800.00 

$ 500,00 

$ 750.00 
$2;000.00 
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$1,000.00 
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CONNECTION 

FEE-SEWER 

$1,000.00 

$1,000.00 



WATER AND SEWER - RATE INCREASE 

Neuse River ViUage 
New Chartwell 
Normandy Glen 
Norwood Place 
Oak Harbor (excludes Knox Realty) 
Oak:Hill 
Oakley Park 

Old Cape Cod 
Qld Providence 
Papill0n; Phase 2 
Paradise Point 
Park Soulli Stntion 
Parkway Crossing 
Parkwood 

SYSTEM NAME 
Peabody Forest 
Pearman Estates 
Pepper rudge 

Pheasan~ Ridge 
Phillips Landing 
Piedmont Estates 
Pilot's Ridge, Lots 22 through 29 
Pine Knolls 
Pine Meadows 
Pineview 
Pinewood Acres 
Pleasant Gardens 
Polk's Landirig 
Polk's Trail 
Ponderosa 
Providence Ac_res 

Pro_vidence No~ 
Quail Meadows· 
Quan Oaks 
Quail's Nest 
Raintrce 

$ 500.00 

$ 500.00 
$ 500.00 
$1,333.00 
$1,750.00 

$ 800.00 
$ 800.00 
$ 750.00 
$ 800.00 

$ 500.00 

$ 800.00 
$ 700.00 

$ 700.00 

$ 500.00 

CONNECTION 
FEE-WATER 

$ 500.00 
$ 500.00 
$ 500.00 

$ 500.00 

$ 800.00 

$ 500.00 
$1,000.00 
$ 500.00 

$ 500.00 
$ ,500.00 

$ 800.00 
$ 500.00 

$ 500.00 

$ 500.00 

$ 500.00 

$ 800,00 

$ 500:00 
$ 500.00 
$ 500.00 

$ 500.00 
$ 800.00 
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$ 500;00 

$1,000.00 
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WATER AND SEWER - RA TE INCREASE 

Red Mountain 
Regency Village 

Richwood Acres 
Ridgecrest 
Ridgeview Park 
Ridgeway Courts 
Ridgewood 
River Oaks (Guilford County) 
River Oaks·(New Hanover County) 
River Oaks, Phase·s (New Hcl!lover County) 
River Park 

River Point at Beau Rivage 
RiVer Ridge Run 
River Run 

SYSTEM NAME 
Riverside at Oak Ridge 
Riverton Place 
Riverview 
Riverwoods 
Robinfield 
Roland Place 
Roland Place extension 
Rolling Hills 
Rolling Meadows 
Round Tree Ridge 

Rustic TriaJS 
Sadd!ewood 
Sailors Lair 

Sanford's Creek 
Seabreeze 
Seabreeze Sound Extension 

Seagate I 
Seagate IV 
Sedglcy Abby 
Shade Tree 
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$ 500,00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 800.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 750.00 
$1,000.00 
$1,500.00 

$ 969.00 
$ 500.00 

$ 500.00 

CONNECTION 
FEE-WATER 

$ 500.00 
$ 800.00 
$ 500.00 

$ 800.00 
$ 800.00 

$ 750.00 

$1,000.00 
$ 500.00 
$ 800.00 

$ 800.00 

$ 800.00 
$1,000.00 

$ 500.00 
$ 750.00 
$1,000.00 
$ 500.00 

$ 500.00 

$ 750.00 
$ 500.00 

$2,500.00 
$10.00 I gpd of 

caJ)acity 

$ 822.00' 

APPENDIX A-3 
PAGE90F /2 

CONNECTION fill!!. 
-SEWER 

$1,000.00 

$2,500.00 

$2,500.00 

$1,000.00 
$2,500.00 

$1,000.00 



WATER AND SEWER - RA TE INCREASE 

Shadow Oaks 
Shaiigri-la (Catawba) 
Shailgri-la (9aston) 
Shaw Hill Estates 
She.ry.,ood Forest (Catawba County) 
Shiloh 
Shipwatch 
SiJVerstone 

Skyland Drive 
Smoke Ridge 
Smokerise 
Snow Creek 
Sopanos Point· 
South,Bourne 

South Forest 
South Fork (CataWba) 
South Fork (G~ton) 
South Hill 

SYSTEM'NAME 
South Hill Estates· 
South Point Landing 
Southampton 
Southgate 
Southwood (Wake) 
Spencer Road Acres 
Spinnaker Bay 
Spinnaker Pointe 
Spring Hill/Springdale 
.Spring Shorc_s 
Spring Valley 
Springdale (Guilford) 
SJ)ringfield Estates• 
Springhaven (Wake) 
Sprinkle 
Stan!,eystone Estates 
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$ 500.00 
$ 800.00· 
$ 800.00 
$ 500.00 
$ 500.00 
$ 500.00 
$ 750.00 $1,000.00 
$ 800.00 
$ 800.00 
$ 500.00· 
$ 500:00 
$ 500.00 
$ 750,00 $1,000.00 
$ 500:00 
$ 800.00 
$ 500.00 
$ 800.00 
$ 800.00 
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CONNECTION CONNECTION FEE 
FEE-·WATER -SEWER 

$ 800.00 
$ 800.00 
$ 800.00 
$ 800.00 
$ 800.00 
$ 800.00 
$ 800,00 
$1,000.00 
$ 800.00 
$ 800.00 
$ 800.00 
$ 500.00 
$ 500.00 
$ 800.00 
$ 500.00 
$1,000.00 
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Starland Park 
Sterlirigshire 
•Stonehouse Acres 
Stonebridge 
Stoneridge 
Stoney Brook 
.Sturbridge Village 
Summerfield Farms 
Summerwind 
Sunset B3y'(3 digit Jot #son Roundstone Roil.d) 

Sunset Hills 
Sunset Park 
SWiss·Pine Lake 
Tablerock 
Telfair Forrest 
The Cape, Section A 
The Cape, Section B 
The Gardens-at Flowers 
The Reserve at Falls Lake,-Ehases· 1, 2, 3 
The Sanctuary 
The Village at-Motts Landing, Phases. 1&2 
The Vineyards 

SYSTEM NAME 
Thoniton_ Ridge 
Tidelands on the River 
Tiniberlake 
Timberline 
Timberline Shores 
T ralee Place 
Triple Lakes 
Tuxedo 
Twelve Oaks 
Twelve Oaks Cadet Drive·Extension 

Twin Creek 
Twin Oaks 
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$ 800.00 
$ 500.00 
$1,000.00 
$ 500.00 
$ 500.00 
$ 800.00 
$ 500.00 
$ 500.00 
$ 500.00 
$2,500.00 
$ 800.00 
$ 800.00 
$ 800.00 
$ 800.00 
$ 750:00 
$ 750.00 
$ 750.00 
$ 850.00 
$ 500.00 
$ 750:00 
$t,ooo:oo 
$ 500.00 

$1.,000;00 
$1,000.00 
$1,000.00 
$1,000.00 

$1,000.00 
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CONNECTION CONNECTION FEE 
FEE-WATER -'SEWER 

$ 400.00 
$1,000.00 
$ 400.00 
$ 500.00 
$1,000.00 
$1,000.00 

$ 500.00 
$ 800;00 
$ 500.00 

$1,700.00 
$3,000;oo' 
$ 500.00 
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Valley Acres 

Valley Dale 

Village Woods 

Walker Estates 
Waterford 

Walts 

Wealherstone 

Wellington 

Wesley Acres 
West View at River Oaks 

Westfall- IO0'foot wide lots (47 lots) 

Westfall- 80 foot Wide lots (60 lots) 
Westfall-60.foot wide lots (69 lolS) 
Westfall- Estate Lots (64_ lots) 
WestfaJI- Amenities 

WeslSide Hills 

Willard Run/San Siro 

Willow Creek 

Willow Glen at Beau Rivage 

Willow Oaks 

Wilson Farm 

Wimbledon 

Wincl.ing Forest 
Windspray 

Windswept, Phase l 

$ 500.00 

$ 500.00 

$ 500.00 

$ 500.00 

$ 800.00 

$ 350.00 

$ 500.00 
$ 800.00 

$1,000.00 

$ 500.00 

$ 500.00 

$ 500.00 

$ 800.00 

$ 500.00 

$1,500.00 

$ 500.00 

$ 750.00. 

$ 750.00 
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$2,500.00 

$2,500.00 

$2,750.00 

$2,565.00 
$2,250.00 
$3,150.00 
$2,000.00 

$ 500.00 

$ 500.00 

$1,000.00 

$1,000.00 
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SYSTEM NAME 
Windswept, Phases 2 & 3 

Windwood Acres 

Woodbridge 

CONNECTION CONNECTION FEE 
FEE - WATER - SEWER 

Woodford (Haw~ Ridge) 

Woodlake 

Woodlake- Irrigation Meter 

Woodland Hills 

Woodland Shores 
Woodlawn 
WoOdleigh 
Wright Beaver 

Yorkwood Park 

$ S00.00 

$ 800.00 

$ 500.00 

$ 500.00 

$ 800.00 $ 800.00 
$ J00.00 

$ 500.00 
$1,000.00 

$ 800.00 

$ 800.00 

$ 500.00 

$ 800.00 

Issued in Accordance with _Authority Granted by .the·North Carolina Utiliti~s Com111ission in 
Docket No. W-218, Sub 526, on this the 26th day ofOctober, 2020. 

APPENDIX A-4 

AQUA NORTH CAROLINA, INC. 
WATER AND SEWER SYSTEM IMPROVEMENT CHARGES 

WATER SYSTEM IMPROVEMENT CHARGE 

AIi Aqua NC water systems except as noted below 

Water systems in Brookwood and LaGrange service areas 

Water systems in Fair.vays and Beau Rivage service areas 

SEWER SYSTEM IMPROVEMENT CHARGE 
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All Aqua NC sewer systems except-as noted below 

Sewer s)'stems in Fairways and Beau Rivage service areas 

0.00%lland'J/ 

0.00¾lfandlf 

J./ Reset to zero pursuant to the Commission's Order in Docket No. w;,.218, Sub 526. 

Y. Upon approval by further order of the Commission, the Water System Improvement Charge 
will be applied to-the total water utility bill of each customer under the Company's applicable 
rates and charges. 

11 Upon approval by further order of the Commission, the Sewer System Improvement-Charge 
will be applied to the total sewer utility bill of each customer under the Company's applicable 
rates and charges. 

,Jssued in Accordance with Authority Granted by the North Carolina Utilities Commission in 
Docket No. W-218, Sub 526, on this the 26th day ofOctober, 2020. 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSlON 

RALEIGH 

DOCKET NO. W-218, SUB 526 

BEFORE THE NORTH CAROLINA UT!LlTlES COMMISSION 

In the Matter of 
Applicati<:m by Aqua North Carolina, Inc., 

APPENDIX B-1 
PAGEJOF7 

202 MacKenan·Court, Cruy, North Carolina ) 
27511, for Authority to Increase Rates for Water ). 
and Sewer Utility Service in All of Its Service ) 

NOT!CE TO CUSTOMERS IN 
AQUA NORTH CAROLINA 
SERVICE AREAS 

Areas in North Carolina ) 

NOTICE IS HEREBY GIVEN that the North Carolina Utilities C0mmission has issued an 
Order authorizing Aqua North Carolina, Inc. (Aqua NC), to increase its rates for water and sewer 

1233 
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utility service in its service ~eas in North Carolifla. The new approved water and sewer rates for 
Aqua NC customers, excluding the Brookwood-and LaGrange service areas in Cumberland and 
Hoke Counties and the Fairways and Beau Rivage service areas in New Hanover County, are 
as follows: 

WATER UTILITY SERVICE 

Monthly Metered Service (Residential ancl Commercial customers) 

Base facility charge (zero usage, based on meter size) 

<!"meter 
l"meter 
1-V".2" meter 
2•~ meter 
3" meter 
4" meter 
6" meter 

Usage charge, per 1,000 gaJlons 
All :iervice arcM w1Je.,s noted differently below 

Co11servatio11 Pilot Pr(!gram 

$ 20.70 
$ 51.75 
$103,50 
$165.60 
$310.50 
$517.50 

$1,035.00 

$ 6.38 

Arbor Ru11, Bayleaf, Merio11 and P~ble Bay Subdivisions 

Tiered usage charge, per 1,000 gallons (residential) 

1 - 4:ooo gallons $ 4.14 
4,001 - 8,000•gallons $ 6.21 
8,001 - 15,000 gallons $ 9.32 
15,001+ gallons $ 12.42 

Tiered usage charge, per 1,000 gallons (irrigation meters) 
1. 15,000 gallons $ 9.32 
15,001+ gallons $ 12'42 

Bulk Purchased Water Systems 
Monthly. base facility charge same as above 

1234 

APPENDIX B-1 
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Usage charge per 1,000 gallons, where water purchased for resale as shown below: 

Service Area 
Twin Creeks 
Heather Glen and Highland 
Southpoint Landing 
Park South 
Parkway Crossing 
Springhill/ Springdale 
Hoopers Valley 
C,ystal Creek 
Rambling Ridge 
Brookwood. 
Heritage Fanns 
Cedarwood Estates 
Hill-N-Dale 
East Shores 
Greenfield 
Bett's Brook 
Crestwood 
Lancer Acres 
Beard Acres 
Woodlake Development 
Beechwood Cove 

Service Area 
Chatham 
Cole Park Plaza Shopping Genter 
Hidden Valley 
Polks Landing 
Chapel Ridge 
Laurel Ridge 
The Patks at Meadowview 
River Hill Heights 
Bedford at Flowers Plantation 
Bennett Place 
Chatham 
Cottages at Evergreen 

Water Provider 
City of Asheville 
City of Belmont 
City ofBelmont 
City of Charlotte 
City of Charlotte 
City of Concord 
City of Hendersonville 
City of Hendersonville 
City ofHendersonvi11e 
City of Hicko,y (outside city) 
City Of Hickory (inside city) 
City ofHicko,y (inside city) 
,City.of Lincolnton 
City of Morganton 
City of Mount Airy 
City of Newton 
Davidson Water, Inc. 
Davidson Water; Inc. 
Davidson Water, Inc. 
HarnetrCounty 
Chatham County 

Water Provider 
Chalharn County 
Chatham County 
Chalham County 
Chatham County 
Town of Pittsboro 
Town of Pittsboro 
Town of Pittsboro 
Iredell Water Corp. 
Johnston County 
Johnston County 
Johruton County 
Johnston County 
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.. _ ,.' 

Usage 
~ 
$ 4.96 
$14.40 
$14.40 
$ 2.19 
$ 2.19 
$ 5.42 
$ 3.47 
$ 3.47 
$ 3.47 
$ 3.25 
$ 3.25 
$ 3.25 
$ 9.21 
$ 2:51 
$ 6.69 
$ 3.29 
$ 4.76 
$ 4.76 
$ 4.76 
$ 2.78 
$ 7.04 
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Usage 
Charge 
$ 7.04 
$ 9.98 
$ 7.04 
$ 7.04 
$13.69 
$13.69 
$13:69 
$ 3.61 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
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Cottonfield Village 
Creekside Place 
Eastlake at Flowers Plantation 
Evergreen 
Flowers Crest 
Flowers·shopping Center 
Forge Creek 
Longleaf 
Magnolia 
Magnolia Place/Village 
Mill Creek North 
Mill Creek West 
Neuse Colony 
North Fann 
North Fann.Cottages 
North Village 
Parkway Center/Village 
Peachtree 
Pineville Club 
Pineville East 
Pineville East Cottages/Palmetto Pl. 
Pineville East Estates 
Pineville West 
·Plantation Park 
Plantation Pointe 
Poplar Woods 
River Dell.East 
River Dell Townes 

Service Area 
Riverdell Elementary School 
Ross Landing 
South Plantation 
South Quarter 
Southgate 
Sumniers~t Place 
SuffRidge Fanns 
Sweetgrass 
The Gardens at Flowers Plantation 

Johnston.County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston-County 
Johnston County 
John_ston County 
Johnston County 

Water Provider 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston.County 
Johnston ·County 
Johnston County 
Johnston ·County 
Johnston County 
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$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ .2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ .2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
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Usage 
-~ 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2,66 
$ 2.66 
$ 2.66 
$ 2.66 
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The Meadows 
The Nine 
The Woodlands 
Trillium 
Village at Flowers Plantation 
Walker Woods 
Watson's Mill 
West As~ley 
Whitfield at Flowers Plantation 
Wildcrs Woods and Extension 
Holly Hills 
Pear Meadows 
Swiss Pinc Lake 

Monthly Unmetered service (flat rate) 
Residential' customers 

Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Johnston,County 
Johnston County 
Johnston County 
Johnston County 
Johnston County 
Town of Forest City 
Town of Fuquay-Varina 
Town of Spruce Pine 

Commercial custorhers (per *REU) 
*(REU = Residential Equivalent Unit) 

SEWER, UTILITY SERVICE 

Monthly Unmetered Service (flat rate) 
All service areas unless noted•differently below 

Residential.customers 
Commercial customers (per *REU) 

•(REU = Resideritial Equivalent Unit) 

STEP system flat rate (Monticello, Holly Brook, Saddleridge) 

$ 2.66 
$ 2.66 
$ 2,66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 2,66 
$ 2.66 
$ 2.66 
$ 2.66 
$ 5.63 
$ 5,18 
$ 5,96 

$ 46,22 
$ 73.63 

APPENDIX 8-1 
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$ 75.38 
$ 105.53 

$ 32.00 

Residential and Commercial Monthly Metered Service·and all the Park South Station and 
Parkway Crossing Service Areas (based oh metered water usage) 

Base facility charge (zero usage, based on.water meter size) 
All service areas unle'ss noted-differently below 

1237 



WATER AND SEWER- RATE INCREASE 

<l" meter 
1"' meter 
l½" meter 
2" meter 
3" meter 
4" meter 
6" meter 

Usage charge, ,per 1,000 gallons 
All service areas unless noted differently below 

$ 60.43 
$ 151.08 
$ 302.15 
$ 483.44 
$ 906.45 
$1,510.75 
$3,021.50 

$ 2.99 

Carolina Meadows, Inc. will t,e charged 50% of the sum of all contributory water meter base 
facility charges, which is currently 186 REUs or 50%' of 372 REUs. 

Park South Station and Parkway Crossing Service Areas 

Base facility charge: As shown above 
Usage charge, per 1,000-gallons $ 6.45 

Hawthorne Green Apartments Woodland Farm, and Beaver Fanns Subdivision 

Base facility charge per REU 
Usage charge, per 1,000 gallons 

$ 47.94 
$ 6.75 

APPENDJX B-1 
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IMPACT ON AVERAGE RESIDENTIAL BILL 

The impact on the average monthly metered residential bill including the reset of the 
water and sewer system improvement charge (WSIC and SSIC) is as follows: 

Average bill under prior rates 

Average bill under approved rates 

Metered 
Water 

$49.70 

$52.60 

$72.87 (flat) 

$75.38 (metered) 

The average monthly residential bills are based on the uniform rates for non-purchased 
water and sewer systems based on an approximate average usage of 5,000 gallons per inontti. The 
average residential bills for the bulk purchased· water and sewer systems will vary. 
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RATE ADJUSTMENT MECHANISM: 

The Commission-authorized WSIC and SSIC rate adjustment mechanisms continue in effect. 
Tiu~se ch_arges have been reset.to zero in the Docket No. W-218, Sub 526 rate case, but Aqua NC 
may, undei" the Rules and Regulations of the Commission, apply for a rate surcharge on November 
I, 2020, to become effective January 1, 2021. The WSIC/SSIC mechanisms are designed to 
recover, between rate case proceedings, the costs associated with investment in certain completed, 
eligible. projects for wate_r and sewer system improvements. The WSIC/SSIC mechanisms are 
subject to Commission approval and to audit and refund provisions. Any cumulative system 
improvement charge recovered pursuant to the WSIC/SSIC mechanisms may not exceed 5,% of 
the total·annual service revenues approved by the Commission in this general rate case proceeding. 

CREDIT/REFUNDS DUE TO REDUCTIONS IN CORPORA TE FEDERAL AND ST ATE 
INCOME TAX RA TES: 

On December 22, 2017, President Donald J. Trump signed into law the Tax Cuts and Jobs Act 
(The Tax Act), which among other things, reduced the federal corporate income tax rate from 35% 
to 21%, effective for taxable years beginning after December 31, 2017. In the previous rate case 
proceeding, the Commission reduced Aqua NC's revenue requirement to reflect the reduction in 
the federal corporate income tax rate from 35% to 21 %, on the Company's ongoing federal income 
tax expense. 

APPENDIX B-1 
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With respect to excess deferred income taxes (EDIT) resulting from reductions in the corporate 
federal and state income tax rates, the Commission is requiring that: (a) Aqua NC's Protected 
Federal EDIT shall continue to be flowed back to customers following the tax normalization.rules 
utilizing the average rate assumption method (ARAM) as required by the rules of the Internal 
Revenue Service; (b) Aqua NC's Unprotected Federal EDIT shall continue to be returned to 
ratepayers through n levelized rider; and (c) Aqua NC's _State EDIT shall continue to be returned 
to customers through a lcvelized rider. The Unprotected Federal EDIT and State EDlT refund 
riders will expire once the entire balances are appropriately returned to customers by the end of 
the'-thrce-year period that began on December 18, 2018. 

Aqua NC will provide the applicable dollar amounts concerning the federal and state EDIT riders 
(refunds) shown as separate line items on individual customers' monthly bills, along with 
explanatory information. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 26th day ofOetober, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-218, SUB 526 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 

APPENDIX B-2 
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Application by Aqua North Carolina, Inc., 
202 MacKenan Court, Cary, North Carolina 
27511, for Authority to Increase Rates for 
Water and Sewer Utility Service in All oflts 
Service Ar~ in North Carolina 

) 
) 
) 
) 
) 

NOTICE TO CUSTOMERS 
IN BROOKWOOD AND 
LAGRANGE SERVICE AREAS 

NOTICE IS HEREBY GIVEN that the North Carolina Utilities Commission has issued an 
Order authorizing Aqua North Carolina, Inc. (Aqua NC), to increase its rates for- .water utility 
service,in its Brookwood and LaGrange service areas in Cumberland and Hoke Counties. The new 
approved water rates are as follows: 

Monthly Metercd,Service (Residential and Commercial customers) 

Dase facility.charge, per month (zero usage, based on meter size) 

<I" meter 
I" meter 
1½" meter 
2" meter 
3" meter 
4" meter 
6" meter 

Usage charge, per 1,000 gallons 
All service areas unless noted·differently below 

Bulk Purchased Water Systems 

Monthly base facility charge same~ above 

1240 

$ 16.01 
$ 40.03 
$ 80.05 
$ 128.08 
$ 240.15 
$ 400.25 
$ 800.50 

$ 4.57 
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Usage charge per 1,000 gallons, where water purchased for resale as shown below 

Service Area 
Kelly Hills 
Bretton Woods 
Raintree 
Colony Village 
Windsong 
Porter Place 
~ornwood 
County Walk 
Lands'Down West 
S & L Estates 
Tarleton Plantation 
Springdale 
Ridge Manor 
Forest Lake 
Arden-Forest 
Wendemere 
Jena-Shane 
Stoney Point 
Woodland Run 

Monthly Unmetered Service/REU (flat rate) 
Residential Rate 

Water Provider 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC-
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PWC 
Fayetteville PW~ 
Fayetteville PWC 
Fayetteville PWC 
Town of Linden 

Commercial customers (per *REU) 
*(REU = Residential Equivalent Unit) 

IMPACT ON AVERAGE RESIDENTIAL BILL 

Usage 
Charge 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2:92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2.92 
$ 2,92 
$ 5.23 

$ 37.24 
$ 52.56 

The impact on the average.monthly metered.residential bill including the reset of the 
WSIC is,as follows: 

Average bill under prior rates $34.00 

Average bill under approved rates $38.86 

The average monthly residential bills are based on the rates for non~purchased water 
systems based on an app~oximate average usage. of 5,000-gallons per month, Th~ average 
residential bills for the bulk-.purchased water systems will vary. 

1241 



WATER AND SEWER - RATE INCREASE 

RA TE ADJUSTMENT MECHANISM: 

APPENDJX B-2 
PAGE30F4. 

The Commission-authorized WSIC, and SSIC rate _adjustment mechanisms continue in effect. 
These charges have been reset to·zero in the Docket No. W-218, Sub 526 rate case, but Aqua NC 
may, under the Rules and Regulations of the Comniission, apply for a rate surcharge on November 
1, 2020, to become effective January 1, 2021. The WSIC/SSIC mechanisms are designed to 
recover, between rate case proceedings, the costs associated with investment in certain completed, 
eligible projects for water" and sewer.system improvements. The WSIC/SSIC mechanisms are 
subject to Commission approval and to audit and refund provisions. Any cumulative system 
improvement charge. recovered pursuant to the WSIC/SSIC mechanisms may not exceed '5% of 
the total annual service revenues approved by the Commission in this general rate case proceeding. 

CREDIT/REFUNDS DUE TO REDUCTIONS IN CORPORATE FEDERAL AND STATE 
INCOME TAX RATES: 

On-December.22, 2017~ President Donald J. Trump signed into law the Tax Cuts and Jobs Act 
(The Tax Act), which among other things, reduced the federal corporate incoine tax rate from 35% 
to 21 %, effective .for taxable'years beginning after December 31, 2017. In the previous rate case 
proceeding. the Commission reduced Aqua NC's·revenue requirement to reflect the reduction in 
the federal corpo_rate income tax rate from 35% to 21 %, on the Company's ongoing federal income 
tax expense. 

With respect to excess deferred income taxes (EDIT) resulting from reductions in the corporate 
federal and state income tax rates, the Commission is requ_iring that: (a) Aqua NC's Protected 
Federal EDIT shall continue to be flowed back to customers following the.tax.nonnalization rules 
utilizing the ,average· rate assumption method· (AR.AM) as required by the rules of the Internal 
Revenu_e Service; (b} Aqua NC's Unprotected Federal EDIT shall continue to be returned to 
ratepayers through a levelized rider; and (c) Aqua NC's State EDIT-shall continue to be returned 
to cus!omers through a levelized rider. The Unprotected Federal EDIT and State EDIT refund 
riders will expire once the entire balances ·are appropriately returned to customers by the end of 
the three-year period-that began on December 18, 2018. 

APPENDJX B-2 
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Aqua NC will provide the applicable dollar amounts concerning the federal and state EDIT riders 
(refunds} shown as separate line items on individual customers' monthly bills, along with 
explanatory infonnation. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 26th day ofOctober, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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STATE OF NORTH CAROLINA 
UTILl'fIES COMMISSION 

RALEIGH 

DOCKET NO. W-218, SUB 526 

BEFORE THE NORTI-1 CAROLINA UTILITIES COMMISSION 

In the Matter of 

APPENDIX B-3 
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Application by Aqua North Carolina, Inc., 
202 Mac Kenan Court, Cary, North Carolina 
27511, for Authority to Increase Rate~ for 
Water and Sewer Utility Service in All of 
Its Service Areas in North Carolina 

NOTICE TO CUSTOMERS 
lN FAIRWAYS AND 
BEAU RIV AGE SERVICE AREAS 

NOTICE IS-HEREBY GIVEN that the North Carolina Utilities Commission.has issued an 
Order authorizing Aqua North Carolina, foe. (Aqua NC), to increase its rates_ for water utility 
service and decrease .its rates for sewer .utility service in its Fairways and Beau Rivage service 
areas in New Hanover County. The new.approved water and sewer rates are as follows: 

WATER UTILITY SERVICE 

Monthly Metered Service (Residential and Commercial customers) 

Base charge, per month (zero·usage, based on meter size) 
<1" meter 

1" meter 
1 ½'' meter 
2" meter 
3" meter 
4" meter 
6" meter 

Usage charge, per 1,000 gallons 

Monthly Unmetered Service/REU (flat rate) 
Residential Rate 
Commercial customers (per *REU) 
"(REU = Residential Equivalent Unit) 
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$ 8.56 
$ 21.40 
$ 42.80 
$ 68.48 
$ 128.40 
$ 214.00 
$ 428.00 

$ 1.55 

$ 17.91 
$ 23.61 
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SEWER UTILITY SERVICE 

Monthly Metered Service (Residential and Coni.mercial customers) 

Base.facility chargc.(zero usage, based on water meter size) 

<1" meter 
l" meter 
I l/2"meter 
2" meter 
3"·meter 
4" meter 
6"meter 

Usage.charge, per 1,000 gallons 

Monthly Urunetered Seryice{flat rate) 

Residential customers 
Commercial customers·(per *REU) 
*(REU = Residential Equivalent Unit) 

$ 46.49 
$ 116.23 
$ 232.45 
$ 371.92 
$ 697.35 
$1,162.25 
$2,324.50 

$ 1.83 

$ 54.11 
.$ 73.25 

IMPACT ON AVERAGE RESIDENTIAL BILL 

APPENDIX B-3 
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The impact on the average monthly -metered residential bill including the-reset of the WSIC 
and SSIC- is as-follows: 

Average bill under prior rates 

Average bill under approved rates 

Metered 

$18.26 

$18.64 

$58,60 (flat) 

$58.39 (metered) 

The-average monthly residential bills listed above are based on an approximate average 
t1Sage of6,500 gallons per month. 
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RA TE ADJUSTMENT MECHANISM: 

APPENDIX B-3 
PAGE30F4 

The Commission-authorized WSIC and SSIC rate adjustment mechanisms continue in effect. 
These charges have been reset to zero in the'Docket No. ·W-218, Sub 526 rate case, but Aqua NC 
may, uhder the Rules and Regulations of the Commission, apply for a rate surcharge on November 
1, 2020, to become effective January 1, 2021. The WSIC/SSIC mechanisms are designed to 
recover, between rate case proceedings,"the costs associated with investment in certain Completed, 
eligible projects for water and Sewer .system improvements. The WSIC/SSIC mechanisms are 
subject to Commission approval and to audit and refund provisions. Any cumulative system 
improvement charge recovered pursuant to the WSIC/SSIC mechanisms may not exceed 5% Of 
the total annual service revenues approved by the Commission in this general rate case proceeding. 

CREDIT/REFUNDS DUE TO REDUCTIONS IN CORPORATE FEDERAL AND STATE 
INCOME TAX RATES: 

On December 22, 2017, President Donald J. Trwnp Signed into laW the Tax Cuts and Jobs Act 
(The Tax Act), which among other things, reduced the federal corporate income tax rate from 35% 
to 21 %, effective Tor taxable years beginning after December 31, 2017. In 'the previous rate case 
proceeding. the Commission reduced Aqua NC's_ revenue requirement to reflect the reduction in 
the federal corporate-income tax rate from-35% to 21 %, on the Company's ongoing federal-income 
tax expense. 

With respect to excess deferred income taxes (EDIT) resulting from reductions in the corporate 
federal and state income tax rates, the Commission is requiring that: (a) Aqua NC's Protected 
Federal EDIT shall continue to be flowed back to customers following the tax nonnalization rules 
utilizing the average. rate assumption method (ARAM) as required by the rules of the Internal 
Revenue Service; (b) Aqua NC's Unprotected Federal EDIT shall continue to be returned to 
ratepayers through a levelized rid.er; and (c) Aqua NC's State EDIT shall continue to be returned 
to customers throtigh a levelized rider. The Unprotected Federal EDIT ·and State EDIT refund 
riders wjll expire on_ce the entire balances are appropriately returned to customers by· the end of 
the three-year period tharbegan on -December 18, 2018. 

APPENDIX B-3 
PAGE40F4 

Aqua NC will provide the applicable dollar amounts concerning the federal !lfld state EDIT riders 
(refunds) shown as separate line items on individual customers' monthly bills, along with 
explanatory information. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 26th day of October, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Kimberley A. Campbell, Chief Clerk 
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CERTIFICATE OF SERVICE 

I, -------------~ mailed with sufficient postage or hand 

delivered to all affected customers the attached Notices to Customers issued by the North Carolina 

Utilities Commission. in Docket No. W-218, Sub 526, and the Notices were mailed or hand 

delivered.~y the date specified·in the-Order. 

This the __ day of _______ ~20_. 

By:-----~------
Signature 

Name of Utility Corilpany 

The above named Applicant, personally 

appeared before me this day and, being first duly sworn, says that the required Notices to 

Customers were mailed or hand·delivered to all affected customers, as required by the Commission 

Order dated ________ in Docket No. W-218, Sub 526. 

Witness my hand and notarial seal, this the __ day of ______ ~ 20 __ . 

Nolal)' Public 

Printed or Typed Name 

(SEAL) My Commission Expires: 
Date 
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DOCKET NO. Wsl314, SUB 4 

BEFORE THE NORTHCAROLINA UTILITIES COMMISSION 

Iil the Matter of 
Appljcaiion by,.Pluris Webb Creek, LLC, 
5950·B€:rkshireLane,Suite·800, Dallas, Texas, 
75225 for Authority to Increase-Rates for Sewer 
Utility Service in All.Service Areas:in Onslow 
County, North·Carolina 

) ORDER APPROVING 
) AGREEMENT AND 
) STIPULATION, GRANTING 
) RA TE INCREASE, AND 
) REQUIRING CUSTOMER NOTICE 

HEARD: Wednesday, September 23, 2020, at 6:30 p.m., remotely .via Webex 

BEFORE: Commissioner ToNola D. ·Brown-Blan~ Presiding, Chair Charlotte A. Mitchell, 
an~ Commissj_oners Lyons Gray, Daniel G. Clodfelter, Kimberly W. Duffiey, 
Jeffrey A. Hughes, and Floyd B. McKissick,.k 

APPEARANCES: 

For Pluris Webb Creek, LLC: 

Daniel''C. Higgins, Bums, Day & Presnell, P.A., Post Office.Box 10867, Raleigh, 
North Carolina 27605 

For.lhe Using and Consuming Public: 

William E. H. :Creech, Public S~ff - North Carolina µtilities Commission, 4326 
Mail Service Center, Raleigh, North Carolina 27699-4300 

BY THE COMMISSION: On March 17, 2020, in the above-captioned•docket,Pluris Webb 
Creek, LLC (Pluris Webb Creek or Company), filed wilhthe North Carolina Utilities Commission 
(Commission,or NC::UC) pursuant t,o Co_mmission Ru_le_,Rl-17(a), notice ofits inte~t t_o fjle an 
application for-a general rate case.,On April 27, 2020,-the Company filed its verified Application 
for a general rate increase for s_ewer utility'Service rates in all its service areas in.Onslow County, 
North Carolina Along with its Application, Pluris' Wet,b Creek prefiled the direct testimony of 
Maurice·W. Gallarda, PE, Managing Member, PlurisHoldings, LLC, and Daniel J. Winters,.Chief 
Financial Officer, Pluris ·Holdings, LLC, and certain irtfonnation-and data required by NCUC 
Form W-1. 

On May 26, 2020, the Commission issued_ its Order Establishing General Rate:Case and 
Suspending Rates. 

On August 6, 2020, Pluris Webb Creek filed Revised Pluris Schedule· lOf, a revised 
schedUle of present and proposed rates. 

On August 10,.2020, the Commission i_ssued an Order Scheduling Hearings and Requiring 
Custom~r Notice. On August 17, 2020, the Company filed a certificate of service.demonstrating 
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that Pluris Webb Creek provided notice of this general rate case proceeding to customers as 
required by the Commission's August 10, 2020 Order. 

On August 24, 2020, Pluris Webb Creek filed an update to its operating expenses and rate 
base. On August 25, 2020; the Company filed a Revised Pluris Schedule 7, which provided updated 
information concerning development systems acquired or operated since the last rate case. 

On September 23, 2020, a.remote public hearing was held for the purpose of receiving 
customer testimony in this matter via Webex, as provided for in the CommisslOri's Order issued 
August 10, 2020. Testimony from six sworn-witnesses was heard by the Commission. 

On Septem her 25,. 2020, the Public Staff prefiled the testimony and exhibits of Public Staff 
witnesses D. Michael Franklin, Utilities Engineer, Water, Sewer, and Telephone Division and 
Benjamin p·, Lozier, Financial Analyst, Ei::onomic Research Division. The Public Staff also 
prefiled the affidavit and exhibit of Mary A. Coleman, Staff Accountant, Accounting Division. 

On·September 29, 2020, Pluris Webb Creek filed a•Report Relating to Customer Hearing 
stating that no quality of service issues were raised.by any customer testifying at the public hearing. 
In its report, Pluris Webb Creek responded to several -non-quality of service concerns expressed 
by customers. 

On October 9, 2020, the Public Staff and Pluris Webb Creek filed an Agreement and 
Stipulation of Settleinent (Joint Stipulation),-which reflected the parties' agreement on settlement. 

On October 21, 2020,.the Comniissfon issued an Order Canceling Expert Witness Hearing, 
Requiring Notice to Customers, Admitting Evidence Into The Record, and Allowing the Filing of 
Proposed Orders and Briefs. 

On November 23, 2020, the Public Staff and Pluris Webb Creek filed a Joint· 
Proposed Order. 

On the basis of the Application, the testimony, the affidavit, the Joint Stipulation, and the 
other evidence of record, the CommissioQ now makes the following 

FINDINGS OF FACT 

General Matters. 

1. Pluris Webb Creek is.a·limited liability company duly organized under the laws of 
and authorized to do business-in the State of North Carolina. Pluris Webb Creek is a franchised 
public utility providing sewer utility service to customers in North.Carolina. 

2. Pluris Webb Creek is properly before the Commission, pursuant to Chapter 62 of 
the General Statutes Of North Carolina, for determination of the justness and reasonableness of its 
proposed rates and charges for its .wastewater• services provided in its Commission-assigned 
service area. 
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3. The appropriate test year for purposes of establishing rates in this docket is the 
12-month period ended December 31, 2019, updated through July 31, 2020, for certain changes in 
plant, revenues, and costs that were not known at the time the Application was filed. 

4. Pluris Webb Creek's present rates for sewer service have been in effect since 
August 2016, pursuant to the Commission's Order dated August 8, 2016, (EO Order) in Docket 
No. W-864, Sub 11 (EO Docket). 

5. Pluris Webb Creek's present and proposed rates are.as follows: 

Monthly Residential Fial Rate: 

(1) All residential customers 

Monthly Commercial Metered Rates: 
Base-charge, zero usage (minimum charge) 

<I" 
I" 
1.5" 
2" 
4" 

Usage charge, per 1,000 ga11ons· 

Present 
Rates 
$ 37.69 

Present 
Rates 

$ 28.34 
$ 28.34 
$ 28.34 
$ 25.24 
$.25.24 

$ 9.04 

Proposed 
Rates 
$ 73.38 (I) 

Proposed 
Rates 

$ l0.00 
$ 25.00 
$ 50.00 
$ 80.00 
$250.00 

$ 16.50 

6. As of the 12-month period ended December 31, 2019, Pluris Webb Creek served 
approximately 1,354 residential flat rate sewer customers and eight metered commercial sewer 
customers in its service areas in.Onslow County, North Carolina. 

The Joint Stipulation 

7. The Joint Stipulation is an agreement between the Public Staff and Pluris Webb 
Creek (the.Stipulating Parties), who are the only parties to this docket. 

8. The Joint Stipulation resolves all matters in controversy in this docket as between 
the Stipulating Parties to the case. 

9. The Joint Stipulation is the product of give-and-take in negotiations between the 
Stipulating Parties, is material evidence in this proceeding, and is entitled to be given appropriate 
weight in this. case along with the other evidence of record, inclu_ding that submitted by the 
Company, the Public Staff, and the public witnesses who testified at the public witness hearing. 
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Acceptance of Stipulation 

I 0. The revenue requirement agreed upon in the Joint Stipulation Will provide Pluris 
Webb Creek and its ratepayers just and reasonable rates. 

11. The·provisions of the Joint Stipulation are just and reasonable to all parties to this 
proceeding, as well as Pluris Webb Creek's ratepaying customers, and serve the public interest. 

12. It is appropriate to approve the Joint Stipulation in its entirety. 

Customer Concerns and Service 

13. A total of six customers testified at the public hearing on Scptembei".23, 2020. In 
general, the public witnesses objected to the proposed rate increase relating to Pluris Webb Creek's 
new membrane bioreactor (MBR) wastewater treatment plant (WWTP). None of the customers 
voiced any complaint regarding the quality ofthe·service provided by Pluris Webb Creek. 

14. Pluris Webb Creek served as the Commission-appointed emergency operator of the 
Webb Creek Water and Sewage, Inc. (Webb Creek) service area beginning in August 2016 until 
March 26, 2019, when Pli.Jris Webb Creek became the franChise owner of the service area pursuant 
to Order dated March 26, 2019, in Docket No. W-864, Subs 11 and 14 and Docket No. W-1314, 
Sub I. 

15. As emergency op~rator; Pluris Webb Creek spent more than $900,000 during the 
period 2016-2019 in an effort to address issues in the Webb Creek sequencing batch reactor (SBR) 
plant and collection systerri and the Company was able to achieve reasonable compliance with the 
North Carolina Department of Environmental Quality (DEQ) requirements. 

16. Despite Pluris Webb Creek's investment and efforts to achieve compliance with 
DEQ's requirements, lingering issues with·the SBR plant and collection.system continued due to 
continuing compliance issues that could not Pe adequately addressed, as well a~ crucial concerns 
about the integrity ofthe'existing WWTP. During its site visit on December 4, 2019, the Public 
Staff observed the worsening condition.of the then-operating aged SBR WWTP. Primary concerns 
included direct discharge from leaking tank vessels and the presence of enterococci in discharge 
effluent following treatment. 

17. Pluris Webb Creek has built a new MBR WWTP 350,000 gallons per day (gpd) 
treatment capacity to replace the old deteriorated SBR WWTP. The new plant went into service 
on.approximately June 16, 2020. The new MBR plant is sized to serve,the legacy Webb Creek 
service area, a nearby development known as The Pines, and the general vicinity. 

18. The overall quality of service provided by Pluris is good. 
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Rate Dase 

19. It is appropriate to treat the letter of credit proceeds of $100,000 obtained by the 
Commission through forfeiture of Webb Creek's bond security in Docket No. W-864, Sub 11, and 
disbursed to Pluris Webb Creek in 2019 as cost-free capital and as a reduction to rate base. 

20. The appropriate level of rate base used and useful in providing sewer utility service 
is $6,132,257 for Pluris Webb Creek's operations, consisting of the following components: 

Plant in service 
Accumulated • depreciation 
Net plant in service 
Contributions in aid of.construction 
Accumulated amortization - CIAC 
Prepaid tap on fees 
Customer deposits 
Accumulated deferred income taxes -
ADIT 
Cost free capital 
Cash working capital 
Average tax accruals 
Original cost rate base 

Operating Revenues 

Amount 

$6,784,276 
(242,905) 
6,541,371 

(54,000) 
1,026 

(128,898) 
(29,175) 

(164,156) 

(100,000) 
67,451 
(Ll@ 

$6132 251 

21. The appropriate level or operating revenues under present rates for use in lhis 
proceeding is $628,499, consisting of service revenues of $606,592 and miscellaneous revenues 
of$24,490, reduced by uncollectible accounts of$2,583. 

22. Pluris Webb Creek requested on increase in rates that would produce $575,464 in 
additional total operating revenues after Public Staff adjustments, an increase of 92% over present 
annual total operating revenues. 

Maintenance and General Expense 

23. The appropriate level of operation and maintenance expense for Pluris Webb 
Creek's operations for use in this proceeding is $539,607. 

24. It is appropriate for Pluris Webb Creek to recover total rate case expenses of 
$85,000 related to the.current proceeding which is comprised'of$37,500 in legal fees, $42,500 in 
capitalized labor, and $5,000 in postage and printing to mail custoiner notices, the rate case filing 
fee, and miscellaneous expenses. 
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25. It is appropriate to amortize the total rate case,expenses for the current proceeding 
over five years, resulting in an annual level of rate case expense of $17,000, as agreed to by the 
Stipulating Parties. 

Depreciation, Amortization ·Expense, Regulatory Fee and Taxes 

26. The appropriate level of depreciation expense for use in this proceeding is $197,847 
and the appropriate level of amortization expense-CIAC for use in this proceeding.is ($898). 

27. The appropriate level of payroll truces for use in this proceeding is $6,811. 

28. It is reasonable and appropriate to calculate regulatory fee expense using the 
regulatory fee rate of 0.13% effective July 1, 2019, pursuant to the Commission's Jwie 18, 2019 
Order issued in Docket No. M-100, Sub 142. The appropriate level of regulatory fee for use in this 
proceeding is $1,565. 

29. It is reasonable and appropriate to use the current North Carolina corporate income 
tax rate of2.50% to calculate Pluris Webb Creek's revenue reqUirement. The'appropriate level of 
state income taxes for use in this proccediflg is $7,990. 

30. It_ is reasonable and appropriate to use the federal corporate income tax rate of 
21.00% to calculate Pluris Webb Creek's revenue requirement. The appropriate level of federal 
income taxes for use in this proceeding is $65,439. 

31. It is .appropriate .to calculate income taxes for ratemaking purposes based on the 
adjusted level of revenues and expenses and,the tax rates· fo_r utility operations. 

Capital Structurc,,Cost of Capital, and Overall Rate of Return 

32. The cost of capital and revenue increase approved in this Order is intended to 
provide Pluris Webb Creek, through sound management, the opportunity to earn an overall rate of 
return of 6.28%.'This overall rate of retum is derived,from applying an embedded cost of debt of 
4.11%, and a rate ofreturn on common equity of8.98%, to a capital structure consisting of 55.32% 
long-tenn debt and 44.68% common equity. 

33. An 8.98% rate of return on Common equity for Pluris Webb Creek is just and 
reasonable in this general rate case. 

34. A 44.68% equity and 55.32% debt ratio is a reasonable .and appropriate capital 
structure for Pluris Webb Creek in this case. 

35. A 4.11 % cost of debt for Pluris Webb Creek is reasonable and appropriate for the 
purpose of this case. 

36. The rate of return on common equity and capital structure approved by the 
Commission appropriately balances the benefits received by Pluris Webb Creek's customers from 
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Pluris Webb Creek's provision of safe, adequate, and reliable wastewater utility service with the 
difficulties lhat some of Pluris Webb Creek's customers may experience in paying the Company's 
increased rates. 

37. The 8.98% rate of return on common equity and the44.68% equity capital structure 
approved by the Commission balance Pluris Webb Creek's need to obtain equity and debt 
financing·with its customers' need to·pay the lowest possible rates. 

38. The authorized levels of overall rate of return and rate of return on common equity 
set forth above are supported by competent, material, and substantial record evidence; are 
consistent with lhc requirelTlcIJts ofN.C. Gen. Stat.§ 62-133;_and are fair to Pluris Webb Creek's 
customers generally and in light of the impact of changing economic conditions: 

Revenue Requirement 

39. The rate base method is the appropriate method to be used· in this proceeding for 
determining fair and reasonable rates for sewer service as allowed by N.C.G.S. § 62-133. 

40. The appropriate level of operating revenues under stipulated rates for use in this 
proceeding is $1,203,963, consisting of service revenues of $1,182,056 and miseellaneous 
revenues of $24,490; reduced by uncollectible accounts of $2,583. 

41. Pluris Webb Creek's rates should be changed by amounts which, after all proforma 
adjustments, will produce service revenues of$1,182,056. These rate·increases will allow Pluris 
Webb Creek the. opportunity to cam a 6.28% overall rate of return, which the Commission has, 
found to be reasonable upon consideration of the findings ih this Order. 

42. The stipulated rates and charges listed below and included in Appendix A, attached 
to this Order, are just and reasonable and should be approved. 

Monthly Residential Flat Rate: 

Monthly Commercial Metered Rates: 

Base charge, zero usage: 
<I" meter 
I" meter 
1.5 "meter 
2" meter 
3" meter 

Usage charge, per 1,000 gallons 
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43. Pluris Webb Creek's current rates were authorized subject to true-up based on a 
final accounting of its emergency utility operations of the Webb Creek wastewater system and lhe 
subsequent granting of a certificate of public convenience and necessity (CPCN) with provisional 
interim rates. Pluris Webb Creek filed its final accounting as part of this rate case and.should be 
allowed to recover from customers as rate base over time to mitigate rate impacts the amount of 
$202,877 under recovered duriqg its time·as emergency operator. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.1-6 

General Matters 

The evidence supporting these findings·offact is found in the verified Application and the 
accompanying NCUC Fann W-1, the testimony and exhibits of the witnesses, and the entire record 
in this proceeding. These findings are infonnational, procedural, and jurisdictional in nature and 
are not contested by any party. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 7-12 

The Joint Stipulation and Acceptance of Stipulation 

The evidence supporting these findings of fact is found in the Joint Stipulation, the 
testimony of both Pluris Webb Creek's and the Public Staffs witnesses, and Joint Stipulation 
Exhibit I. 

On October 9, 2020, Pluris Webb Creek and the Public Staff filed the Joint Stipulation, 
which resolves all issues in this proceeding between the Stipulating Parties. Pluris Webb Creek 
and the Public Staff are the only parties- to this proceeding. Attached to the Joint Stipulation is 
Stipulation Exhibit I, which·dcmonstrates the impact of the Stipulating Parties' agreements on the 
calculation of Pluris Webb Creek's gross revenue for the test year ended December 31, 2019, 
updated to July 31, 2020, and adjusted for certain changes based upon circumstances occurring or 
becoming known through October 9, 2020. 

Based upon the foregoing and the entire record herein, the Commission finds that the Joint 
Stipulation represents a negotiated settlement of all issues in this proceeding and that the 
provisions agreed to by the Stipulating Parties are reasonable and appropriate for purposes of this 
proceeding. In making this finding, the Commission gives substantial weight to the testimony of 
Pluris Webb Creek witnesses Gallarda and Wint~rs, the affidavit and supporting exhibit of Public 
Staff witness Co_leman, .. and the testimony and supporting exhibits of Public Staff witnesses 
Franklin and Lozier. The Commission finds that the resulting rates are just and reasonable to both 
Pluris Webb Creek and its ratepayers. In addition, the Commission finds that the.provisions of the 
Joint Stipulation are just and reasonable to all parties to this proceeding and serve the public 
interest, and that it is appropriate to approve the Joint Stipulation in its entirety. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 13-18 

Customer Concerns and Service 

The evidence supporting these findings of fact is found in the testimony of the public 
witnesses appearing at the hearing, the Application, the testimony-of Public Staff witness Franklin, 
and the testimony and exhibits of Pluris Webb Creek witness Gallarda. 

On April'27, 2020, Pluris filed an application for a general rate increase, which was verified 
by Pluris Webb Creek's Managing Member. In the Application, the Company states that as of the 
end of the test year ended December 31, 2019, Pluris Webb Creek served approximately l,354 
residential and eight commercial sewer customers in Onslow County, North Carolina. 

In his prcfiled testimony, Public ·stntT witness 'franklin testifies that ·he reviewed 
approximately seven position statements from Pluris customers. He states that all of the customers 
expressed concern about the amount of the proposed rate increase; none of the customers had any 
service-related issues. 

Six customers testified during the remote public hearing held Wednesday, September 23, 
2020. All six customers expressed concern about the amount of the proposed rate increase, in 
particular relating to the scale of the new plant and the magnitude of the proposed rate increase. 
None of the public witnesses expressed any concerns regarding the quality of service provided by 
Pluris. The overall quality of service provided by Pluris is good, as supported by the 
Joint Sti~ulation. 

In his prefiled testimony, Pluris Webb Creek witiJ.CSs Gallarda states that the Commission 
appointed Pluris Webb Creek as emergency operator ,of the Webb Creek wastewater system in 
August 2016 by the EO Order issued August 8, 2016. He further states that as detailed in the 
EO Order, and the Public Staff's Petition for Appointment of Emergency Operator and Approval 
of Rate Increase filed on August 3, 2016, in the·EO Docket, there were numerous serious issues 
with the Webb Creek system, Witness Gallarda notes that the most significant issues concernt."Ci 
the condition of the plant, missing and non-operational equipment, ownership of system assets, 
outstanding liens, and serious environmental compliance issues with Webb Creek's operations. 

Witness Gallarda next testifies that the majority of.the Webb Creek system was more than 
30 years old and due to years of neglect, much of it was beyond its practical design life. He also 
notes that lack of capital investment and periodic. maintenance necessary to meet regulatory 
compliance contributed to the over 400 N0ticc of Violations (NOVs) issued to Webb Creek by 
North Carolina Department of Environmental Quality·(DEQ). Witness Gallarda states that Pluris 
Webb Creek ultimately spent more than $900,000 over the next·2½ years in an effort to address 
issues in the Webb Creek SBR plant and collection system and the Company was able to achieve 
substantial compliance with the DEQ requirements. He states that as to the situation with the 
DEQ certifications necessary for military personnel to buy and sell homes in the Webb Creek 
service area, with assistance from Senator Thom Tillis' office, Pluris Webb Creek was able to 
work with the Veterans Administration.and DEQ to enable military personnel to buy and sell 
homes during Pluris Webb Creek's tenure as emergency operator. 
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Witness Gallarda then testifies that Pluris Webb Creek acquired the WWTP, the collection 
systems and the land and assets that comprise the Webb Creek'systcm through Onslow County's 
tax foreclosure procccc.lings. He states that although Pluris Webb Creek was able to achieve 
substantial compliance with DEQ's requirements within a few months of being appointed 
emergency operator as a result of the Company's infusion of significant capital to address many 
of the problems at the Webb Creek WWTP, there are continuing compliance issues that cannot be 
adequately addressed, as well as significant·concems with the integrity ofthe·existing WWTP. 
Primary concerns include direct discharge from leaking lank vessels and the presence of 
enterococci in discharge effluent following treatment. 

Witness Gallarda-further testifies that Pluris Webb Creek has undertaken the construction, 
on the existing WWTP site, of a new MBR wastewater treatment plant with' a 350,000 gpd 
treatment capacity. He further states that the new M13R plant is sized to serve the legacy Webb 
Creek service area. a nearby development known as The Pines, and the general vicinity. 

In his prefiled testim0ny, Witness Franklin provides a brief history of Pluris Webb Creek 
and its relationship to Webb Creek, the prior franchise owner of the service area. He states that 
Webb Creek was the original developer-owned utility ptoviding wastewater service in this area 
since the 1980s.42 The owner-developer comingled development and utility property, which, due 
to financial problems, resulted in.liens on property used to provide utility service. On August·8, 
2016, in Docket NO. W-864, Sub 11, -the Commission issued its Order Appointing Emergency 
Operator, Approving Increased Rates, and Requiring Customer Notice, whereby Pluris Webb 
Creek was appointed emergency operator of Webb Creek's wastewater system. The Commission's 
Finding of Fact No. 12 in its August 8, 2016 Order provides additional context regarding the state 
of affairs, the plight of customers, and the wastewater system at that time: 

A real emergency exists regarding the Webb Creek wastewater utility system, as 
Webb Creek does·not have anc.l has no prospect of obtaining the funds for neeess_ary 
operations, system replacements and upgrades, and is in material non-compliance 
with G.S. 143-215.1, its NPDES Permit, and its Collection Permit, and its 
customers·are in imminent danger of losing adequate wastewater utility service. 

In this proceeding, through his prefiled testimony witness Franklin testifies that Pluris Webb Creek 
was able to acquire ownership the property necessary to operate the wastewater system, and to 
establish reasonable compliance with state requirements. Witness Franklin further testifies that on 
March26,2019, in Docket Nos. W-864, Sub II and 14, and Docket No. W-1314, Sub I, the 
Commission canceled the franchises of Webb Creek and granted franehises for the same service 
areas to Pluris Webb Creek. I-le.noted that the Commission's Finding of Fact No. I from its March 
26, 2019 Order states as follows: 

In ·addition ·to the various grounds adequate for revocation of the Webb Creek 
CPCN and franchise recognized in the June 28, 2018 Conditions Order, and in 
addition to the practical, operational, and financial problems and issues resulting 
from the deteriorated state of the Webb Creek wastewater system and the liens 
against system assets, and the fact that J. Hal Kinlaw is serving a lengthy sentence 

42 See Docki:t No. W-864. 
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in fe:dera.1 prison, there is no reasonably foreseeable or feasible scenario in which 
'Webb Creek would be able to resume operation of this system. The only clear path 
to bringing long-tenn stability to.the provision of public utility wastewater service 
in the Webb Creek service area involves replacing Webb Creek_ with a co_mpetent 
and well-capitalized public utility that can make the investments necessary to bring 
the Webb Creek wastewater system into compliance and stabilize the provision of 
service to the public in this service area. It is in the public interest that the CPCN 
previously issued to Webb Creek be revoked. 

Witness Franklin further testifies that the ·Webb Creek WWTP also treats the wastewater 
of customers previously served by Pine Utilities, Inc., as the wastewater system Of Pinc Utilities, 
Inc., was transferred to Ph.Jris,WebQ Creek pursuant to Commission Order issued on November 14, 
.2019, in Docket Nos. W-1314, Sub 0 and 2, and Docket No. W-822, Sub 3. 

Witness Franklin next testifies that Pluris Webb Creek has built a new MBR WWTP to 
replace the old deteriorated WWTP. The new plant went into service. on approximately 
June 16; 2020. Witness Franklin describes Pluris Webb-Creek's wastewater system as consisting 
of a new 350,000 gallons per dai MBR WWTP and a collection network comprised of 
approximately three .miles of force main, twelve miles of gravity main, and eight duplex 
lift stations. 

Witness Frank1in:also,testifies that the Public Staff has made two-recent visits to the P!uris 
Webb Cteek WW:fP and·the Company's.call.center (owned and operated by its parent company, 
Pluris Holdings, LLC) located in Sneads Ferry. Witness Franklin states·that on December 4, 2019, 
he and David Furr, Director of the Public Staff Water, Sewer,. and Telephone Division 
accompanied by Messrs. Mawice Gallarda, Randy HofTerfrutd Michael Gallant, represenl":atives 
from Pluris Webb.Creek, visited and ·visuaJly impected the then-operating WWTP ·built. by the 
prior operator as well as the Pluris Webb Creek WWTP being constructed, and toured the call 
center. He notes that during the December 4, 2019·visit, the Public Staff observed the worsening 
condition of the then-operating aged WWTP and discussed with Pluris Webb Creek thi:: 
improvements made by the Company since its appointment as emergency operator. Witness 
Franklin- further testifies that on June 11, 2020 the Public Staff toured the new MBR WWTP, 
which was in operation afte~ recently·completing operational· testing. He states that 'he observed 
that the MBR WWTP appears to be operating extr~mely well,.illcluding producing clear effluent. 

Based upon the foregoing, and after careful-review of the testimony of the customers.at the 
public· hearing and the Public Staffs engineering and service quality investigation, the 
Commission concludes that, consistent with the statutory requirements ofN.C.G.S. § 62-131(b), 
the overa1I quality of service provided·by Pluris Webb Creek is adequate, efficient; and reasonable. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 19-20 

Rate Base 

The evidence,supporting these findings of fact is found in the verified Application and.the 
accompanying NCUC Fonn W-1, the testimony of Company witness Winters, the affidavit of 
Public Staff witness Coleman, the testimony of Public Staffwitness·FrankJin, the Joint Stipulation, 
the EO docket, and the records of the Commissi9[1. 

Stipulation Exhibit I, Schedule 2, provides as follows: 

Plant in service 
Accumulated depreciation 
Net plant in service 
Contributions in aid of cons tr. 
Accumulated amortization - CIAC 
Prepaid tap on fees 
Customer deposits 
Accum .. def. income taxes 
Cost free capital 
Cash working capital' 
Average tax accruals 
Original cost rate base 

AmountP.er 
Application 

$6,784,276 
(242,905) 
6,541,371 

(54,000) 
1,026 

(128,898) 
(29,175) 

(164,156) 
0 

68,077 
Q 

$6,234 245 

Public Staff 
Adjustnients 

$0 
Q 
0 
0 
0 
0 
0 
0 

(100,000) 
(626) 

(1,362) 
/$JOI 988) 

Amount Per 
Public Staff 

$6,784,276 
(242,905) 
6,541,371 

(54,000) 
1,026 

(128,898) 
(29,175) 

(164,156) 
(100,000) 

,67,451 
(1,362} 

$6 132 257 

In Docket No. W-864, Sub II ,and Sub 14 and W-1314, Sub 1, the Commission 
concluded that 

"[g]iven the level of Pluris's investment in the existing WWTP and collection 
system, lhe fact that _pluris now owns the WWTP and will be responsible for 
demolishing it, the impact of the Webb Creek WWfP on other service areas in 
Onslow County (i.e., The Pines Development·and•general vicinity), and the Public 
Staff's recommendation in these dockets, the Commission concludes that it is 
appropriate to disburse the $100,000 proceeds from the forfeiture of Webb Creek's 
bond security_to Pluris. }'his funcfing will constitute cost-free capital for Pluris and 
will allow Pluris to recover some portion of the expenditures it' has made in 
addressing issues in the Webb Creek wastewater system. 

Consequently, _the Commission finds.that it is appropriate to treat the $100,000 proceeds from the 
forfeiture of Webb Creek's bond security and previously disbursed to Pluris Webb Creek as•cost
frec capital and as a reduction to rate base in this proceeding. as agreed to by the Stipulating Parties, 
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Stipulation £xhibit I reflects the agreement between the Stipulating Parties concerning all 
components of rate base. Therefore, based on the· evidence in the record, the Commission finds 
that the adjustments to rate base provided for in the Joint Stipulation are appropriate for use in this 
proceeding. Accordingly, the appropriate level of rate base for combined operations for use in this 
proceeding is as follows: 

Plant in service 
Accumulated depreciation 
Net plant in service 
Contributions in aid of construction 
Accumulated amorti:zation- CIAC 
Prepaid tap on fees 
Customer deposits 
Accumulated deferred income taxes -ADIT 
Cost free capital 
Cash working capital 
Average tax accrua1s 
Original cost rate base 

Amount 
$6,784,276 

(242 905) 
6,541,371 

(54,000) 
1,026 

(128,898) 
(29,175) 

(164,156) 
(I00,000) 

67,451 
(Lill} 

$6,132 257 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NO. 21-22 

Operating Revenues 

The evidence supporting tticse findings of fact is found in the testimony of Pluris witness 
Winters and Public StaffwitneSs Franklin, and the Affidavit'of Public Staff witness Coleman. The 
following table summarizes the differences between the Company's level of operating revenues 
under present rates from its Application and the amounts recommended by the Public Staff: 

Amount Public Amount 
Item Per Staff Per 

A1mlication Public Staff 
Adjllstments 

Service revenues $605,021 $1,571 $606,592 
Miscellaneous revenues 24,490 O· 24,490 
Uncollectiblc accounts (2,583) Q a.lli} 
Total operating revenues $626 928 run $6_28199 

The adjustments are supported by the testimony of Public Staff witness Franklin, including 
Franklin Exhibit 2, .and tlie affidavit and exhibit of Public Staff witness Coleman. Based on the 
Joint Stipulation and the revisions agreed upon in Stipulation Exhibit I, the Company does not 
dispute the Public Staff adjustment to reflect pro fomia level of service revenues under 
present rates. 

In his prefiled ,testimony, witness Franklin testifies that he calculated revenues based on 
the billing data provided by the Company for the test year ended December 31, 2019. He notes 
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that the billing data showed an increase of approximately 20 residential customers in the second 
half of the test year. Witness-Franklin fµrther explains that there is little to no growth _in the Pluris 
Webb Creek service area but due to the large military family presence in the area, the variations 
in. the number of active customers is typically due to transfers and deployments. As a result, he 
states·that he determined the number of active residential customers by taking the average number 
of active residential customers during the second half of the test year. He further testifies that 
during the test year, there was no change in the number of active commercial customers. Witness 
Franklin also states that he calculated the totaJ consumption for the commercial customers for each 
meter size. 

For reasons agreed to by the parties in the Joint Stipulation and as reflected in Findings of 
Fact-9-11, the Commission has found.that the adjustment listed above is appropriate to be made to 
operating revenues under present rates in this proceeding. The Commission further finds that the 
Public Staff's adjustment to opera.ting revenues under present rates stipulated by the parties arc 
.appropriate. Based on the foregoing, the Commission concludes that the appropriate level of 
operating revenues under present rates for combined. operations for use in this proceeding is 
as follows: 

Service revenues 
Miscellaneous revenues 
Uncollectible accounts 
Total operating revenues 

Amount 
$606,592 

24,490 
(2,583) 

$628 499 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 23-25 

Maintenance and General Expense 

The evidence for these findings of fact is found in .the verified Application and the 
accompanyingNCUC Fonn W-1, the.testimony ofPluris witness Winters and Public Staff witness 
Franklin, the Affidavit of Public Staff witness Coleman, and Stipulation Exhibit I. 

The following table summarizes the differences· between the Company's requested· level 
of maintenance and general expenses and the amounts recommended by the Public Staff: 

(Remainder of this page intentionally left blank.) 
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Item 
Salaries and wages 
Employee benefits 
Sludge removal expense 
Purchased power 
Chemicals 
Materials and supplies (M&R) 
Contract services - Engin_cering 
Contract services - Accounting 
Contract services - Legal 
Contract serv. - Manage. Fees 
Contract serv. - Direct utility fees 
Contract services - Testing 
Contract services - Other 
Rent expense 
Insurance-Gcneral'Liability 
Insuronce - Workers Comp. 
Insurance-Other 
Miscellaneous expenses 
Regulatory commission expense 
Total O&M expenses 

Amowit Per 
Application 

$108,253 
23,339 
44,640 
54,062 
7,977 

15,758 
0 
0 

982 
128,732 
36,534 
31,208 
6,719 

0 
142 
176 

9,108 
50,595 
17000 

~ 

Public Staff 
Adjustments 

$0 
0 

(6,000) 
17,383 

0 
(151) 

0 
0 
0 
0 
0 

(6,850) 
0 
0 
0 
0 
0 
0 
Q 

~ 

Amount Per 
Public Sta!T 

$108,253 
23,339 
38,640 
71,445 
7,977 

15,607 
0 
0 

982 
128,732 
36,534 
24,358 
6,719 

0 
142 
176 

9,108 
50,595 
17,000 

lli2Ml 

The adjustments are supported by the.testimony of Public Staff witness Franklin, and the 
Affidavit and Exhibit of Public Staff witness Coleman. In his,prefiled testimony, Witness-Franklin 
testifies that he removed $6,000 included by the Company for sludge removal.expense because 
these amounts were incurred outside. of the test year. Witoess Franklin further testifies that he 
adjusted purchased power expense to reflect ,the increased power usage of th~ MBR plant as 
compared to the SBR plant. He next states that since the MBR plant went into service in June 
2020, the Public Staff was provided the purchased power 'invoices for the months of July and 
August 2020. He further explains that while lhere is some fluctuation in WWTP power usage from 
month to ·month, the fluctuations are not seasonal -and usage is relatively steady. He further testifies 
that the Public Staff,used the July and August 2020 pil.rchased power invoices provided by·Pluris 
Webb Creek for the MBR WWTP and detennined an average.monthly purchased power expense 
amount. Thus, witness Franklin states that he calculated"un increase to.purchased power expense 
of $17,383. Witness Franklin also· testifies that he adjusted materials and supplies expense to 
exclude an amount not incurred in the test year and amounts for which supporting documentation 
was not provided by the Company. Finally, Witness Franklin states that he. adjusted testing fees to 
exclude testing perfonned outside of the test year and·an amount of$6;250 that Was proposed for 
by Pluris Web-b Creek in its Application but later withdrawn in response to a Public Staff 
data request. 

On the basis of the Joint Stipulation and revisions made by the Public Staff in the Affidavit 
o_f Public Staff Accountant Coleman Exhibit I, and Stipulation Exhibit I, the Company and the 
Public- Staff arc in agreement cqnccming. all adjustments recommended by the··Public Staff to 
maintenance and general expenses. The Commission finds that' the uncontested adjustments to 
maintenance and general expenses recommended by the Public Staff arc appropriate adjustments 
to be made in this proceeding. 
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Based upon the foregoing, the Commission concludes that the appropriate level of 
maintenance and general expenses for combined ,operations for- use in this proceeding are 
as follows: 

Amount 
Salaries and wages 
Employee benefits 
Sludge removal expense 
Purchased power 
Chemicals 
Materials and supplies (M&R) 
'Contract services - Engineering 
Contract services - Accounting 
Contract services - Legal 
Contract serv. - Manage. Fees 
Contract serv. - Direct utility fees 
Contract services - Testing 
Contract services - Other 
Rent expense 
Insurance-General Liability 
Insurance- Workers Comp. 
Insurance - Other 
Miscellaneous expenses 
Regulatory commission expense 
Total O&M expenses 

$108,253 
23,339 
38,640 
71,445 

7,977 
15,607 

0 
0 

982 
128,732 
36,534 
24,358 

6,719 
0 

142 
176 

9,108 
50,595 
17,000 

$539 607 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 26-31 

Depreciation, Amortization Expense, Taxes and Regulatory Fee 

The evidence supporting lhese findings of fact is found in the verified Application and the 
accompanying NCUC Form W-1, the testimony of Company witness Winters lhe testimony of 
Public Staff witness Franklin, the affidavit of Public Staff witness Coleman, and Stipulation 
Exhibit I. 

The following table summarizes the differences between the Company's level of 
depreciation and amortization expenses, taxes nnd regulatory fee from its Application and the 
amounts recommended by the Public Staff: 
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Amount Per Public Staff Amount Per 
Item Amilication Adjustments Public Sta If 

Depreciation expense $197,847 $0 $197,847 
Amortizalion ofCIAC (898) 0 (898) 
Franchise and other taxes 0 0 0 
Property taxes 0 0 0 
Payroll taxes 6,811 0 6,811 
Regulatory fee 850 (33) 817 
State income tax 0 0 0 
Federal income tax Q Q !! 
Tola! depreciation and taxes $204 610 ~ $201571 

With respect to Pluris Webb Creek's regulatory fee expense, in light of the Joint Stipulation 
and revisions recommended by the Public Staff in its witnesses' testimony and reflected in 
Stipulation Exhibit I, the Company does not dispute the adjustment recommended by the Public 
StaJTto regulatory fee expense. The Commission..finds that the adjustment recommended by the 
Public Staff to regulatory fee expense, which is nOt contested, is an appropriate.adjustment to be 
made to operating revenue deductions in this proceeding. Based on the foregoing, the Commission 
concludes that the appropriate level of depreciation, amortization expense, taxes, and regulatory 
fee for use in this proceeding is as follows: 

Item 
Depreciation expense 
Amortization of CIAC 
Franchise.and other taxes 
Property taxes 
Payroll taxes 
Regulatory fee 
State income tax 
Federal income tax 
Total depreciation and taxes 

Amount 
$197,847 

(898) 
0 
0 

6,81 I 
817 

0 
Q 

$201577 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 32 -38 

Capital Structure, Cost of Capital, and Overall Rate of-Return 

The evidence supporting these findings of fact is found in the verified Application and the 
accompanying NCUC Form W-1, the testimony and exhibits of Company witness Gallarda, the 
testimony and.exhibits of Public Staffwitness·Lozier, and the Joint Stipulation. 

In its Application, the Company requests approval for its rates to be set using a rate of 
return on common equity of 9.60%, which would yield an overall rate· of return on rate base for 
Pluris Webb Creek of6.56%. In his prefiled testimony, Witne.5s.Gallarda testifies that these rates 
would yield a rate of return on rate base for the Company that would be less than what the 
Commission set in-recent rate cases for Carolina Water Service, Inc. of North Qlrolina (Docket 
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No. W-354, Sub 364) and for Aqua North Carolina, Inc. (Docket No. W-218, Sub 497). Witness 
Gallarda further testifies that Pluris Webb Creek advocated for this approach to avoid increasing 
the wnount of rate case expense that will be passed through to Plui'is Webb Creek's ratepayers by 
employing an expert witness to address this issue in this docket. Witness Gallarda also testifies 
that the Company's current capital structure is 56% debt 11I1d 44% equity. 

In his prefiled testimony, Public Staff witness Lozier recommends an overall rate of return 
of 6.29%, based on the Company's capital structure as of June 30, 2020, that is composed of 
55.32% long-term debt, 44.68% common equity. This recommended overall rate of return 
recommendation is based on a cost rate of long-term debt Of 4.11 %, and a cost rate for common 
equity of9.00%. 

In the Joint Stipulalion, the Public Staffwid the Company agree ~m the capital structure of 
55.32% long-tcnn debt and 44.68% common equity and a cost of long-term debt of 4.11%, and 
reached a compromise on the rate of return on common equity solely for purposes of this 
settlement. In consideration of several factors, ineluding the impacts of the Coronavirus.pandemic 
on customers and changing economie conditions, the Stipulating Parties further agree to make use 
of a rate of return on common equity of 8.98% in setting rates in this proceeding. The Stipulating 
Parties note. that their compromise on this issue yields a rate of.return-on equity that is lower than 
the 9.50% rate of return on equity that the Commission found to be appropriate in a rccent'ratc 
case involving Carolina Water Service (Docket No. W-354, Sub 364), where this issue was 
vigorously litigated. 

Having carefully reviewed the evidence related to the stipulated capital structure, the rate 
of return on common equity and the overall rate of return, the Commission finds that the stipulated 
and agreed-upon capital structure of55.32% debt and 44.68% equity, the long-term debt cost rate 
of 4.11 %, a· return On common equity-of 8.98%, and the opporlunity to earn an overall rate of 
return of 6.28%, is just and reasonable. The Commission further finds that this return will allow 
the Company, by sound management, the opportunity to produce a fair. return for its shareholders, 
to maintain its facilities and services in accordance with the reasonable requirements of customers, 
wid to compete in the market for capital on terms that are reasonable and fair to its customers and 
to its shareholders. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 39-42 

Revenue Requirement 

The evidence supporting these. findings of fact is found in testimony of Public Staff 
witnesses Franklin and Lozier, the Affidavit of witness Coleman, and in Stipulation Exhibit I. 

In her affidavit, Public Staff affiant Coleman states that she used the rate base method 
pursuant to N.C.G.S. § 62-133, to calculate the Public Stafrs recommended revenue requirement 
in this proceeding. Through the Joint Stipulation, the Stipulating Parties agree that Pluris Webb 
Creek's rates should be adjusted by amounts which, after all pro forma adjustments, will produce 
revenues of$1,l 82,056. These rate increases will allow Pluris Webb Creek the opportunity to earn 
a 6.28% overall rate of return, as stipulated. The stipulated rate increases represent an increase of 
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$575,464 or 105% in total sewer operating revenues. Under the stipulated rates, the monthly flat 
sewer rate for a residential customer would increase from $37 .69 to $73.38, or 95%. 

Based upon the evidence of record, the Commission concludes that the stipulated rates and 
charges arc just and reasonable and should be approved. 

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NOS. 43 

Finul Accounting or Provisional Rates 

The evidence supporting this finding of ract is found in testimony of Company witness 
Winters, the EO Docket, and the records of the Commission. 

Pluris Webb Creek's current rates were outhorized subject to true-up based on a final 
accounting of its emergency utility operations of the Webb Creek wastewater system and the 
subsequent granting of a CPCN with provisional interim rates. Pluris Webb Creek filed its final 
accounting as part of this rate case to demonstrate the investment of $900;000 to address issues 
and problems with the system during its time as emergency operator. Pluris states lhat it is currently 
earning n 2.41% return and is unable to cover its operating costs and.earn a reasonable return on 
its investment. As discussed in witness Winters' prefiled testimony the final accounting provided 
with the Application shows that Pluris Webb Creek under.recovered $202,877 during its time as 
emergency operator. Witness Winters states that Pluris Webb Creek proposes to recover this under 
recovery as rate base over time to mitigate rate impacts. Pluris Webb Creek provided its proposed 
adjustment in Pluris Schedule IOb liled with the Application and updated on August 24, 2020, to 
reflect its updates to rate base as of July 31, 2020. StipulatiQn Exhibit I, Schedule 2, Original Cost 
Rate Base, includcs·lhe Company's $202,877 adjustment't0~rate base in this proceeding to reflect 
the calculated under recovery. 

The Commission concludes that the adjustment.recommended by Pluris Webb Creek in 
this proceeding to account· for the under recovered $202,277 during the Company's time as 
emergency operator, which has been included by the Stipulating Parties in Stipulation-Exhibit I, 
Schedule 2, is an appropriate adjustment to be made in this proceeding and should be accepted.as 
the required final accounting of the provisional rates charged by Pluris Webb·Creek. 

IT IS, THEREFORE, ORDERED as follows: 

I. That the Joint Stipulation is incorporated herein by reference and is hereby 
approved in its entirety; 

2. That the Joint Stipulation and the parts of this Order pertaining to the contents of 
the Joint Stipulation shall not be cited or treated as precedent in future proceedings; 

3. That the Schedule of Rates, attached hereto as Appendix A, is hereby approved and 
deemed to be filed with the Commission pursuant to N.C.G.S. § 62-138, and the rates set forth 
therein arc hereby authorized to become effective for service rendered on and after the date of 
this Order; 
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4. That the Notice to Customers, attached hereto as Appendix B, shall be mailed with 
sufficient postage or hand delivered to all affected customers in each relevant service area, 
respectively, in conjunction with the next regularly scheduled billing process; and 

5. That Pluris Webb Creek shall file the attached Certificate of Service, properly 
signed and notarized, not later than 45 days after the issuance of this Order. 

ISSUED BY ORDER OF Tiffi COMMISSION 
This the 17th day of December, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Joann R. Snyder, Deputy Clerk 

SCHEDULE OF RATES 

for 

PLURIS WEBB CREEK, LLC 

for providing~ utility service 

in 

ALL OF ITS SERVICE AREAS SERVED.BY Tiffi 
PLURIS WEBB CREEK WASTEWATER UTILITY SYSTEM 

OnSloW County, North Carolina 

APPENDIXA 
PAGE I OF 3 

Monthly Residential Flat Rate: $ 73.38 per unit 
Monthly Commercial Metered Rates: 

Base charge, zero·usage: 
<I" meter 
1" meter 
1.6" meter 
2" meter 
3" meter 

.Usage charge, per 1,000 gallons 
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$ 10.00 
$ 25.00 
$ 50.00 
$ 80.00 
$ 250.00 

$ 16.50 
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Customers who ask to be reconnected at the same service location within nine months of 
,disconnection, will be charged the entire flat rate or base monthly charge for the periods they were 
disconnected. 

Reconnection Charge: 

If sewer service cut off by utility for good cause: Actual cost 

(Customers shall be given a written estimate of' the actual costs prior to 
disconnection. An actual invoice of the costs shull be given to the customer 
following disconnection. 

Connection Fee: 

Residential: 

Each additional bedroom beyond 
three per residence 

Commercial: 

APPENDIX A 
PAGE20F3 

$3,200 per SFE 

$1,607 

$3,200 per SFE 

A single family equivalent (SFE) for a detached single family residence is three or less 
bedrooms. 

ASFE for a commercial connection is determined by taking the design flow capacity for 
each non-residential commercial customer, as set forth in Administrative Code 15A NCAC 
2T.0114, and dividing.the design flow by 360. 

Road Bore Charge: 

The road bore charge shall be the actual costs of labor and materials for the road boring. 
This charge shall be in addition to the connection fee. The customer may, choose to have a 
licensed contractor perform the road bore at the customer's sole expense, provided that the 
road bore and'all related·work shall be in accordance with Pluris's standards. 

The above connection fees, and Road Bore Charge do not apply to future connections for 
which prepaid connection fees have been received prior to the date of this Order. 
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Bills Due: 

Bills Past Due: 

Return Check F cc: 

Billing Frequency: 

Flat Rate Residential·Customers 
Metered Commercial Customers 

Finance Charge for Late Payment: 

On billing date 

15 days after billing date 

$25,00 

Sha11 be monlhly for service in advance 
Shall be monthly for service in arrears 

APPENDIX A 
PAGE3 OF 3 

I% per month will be applied to the unpaid balance 
of all bills still-past due 25 days after the billing date. 

Issued in Accordance with Authority Granted by the North Carolina Utilities Commission in 
Docket No. W-1314, Sub 4, on this the 17th day of December, 2020. 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

NOTICETO CUSTOMERS 
DOCKET NO, W-1314,SUB4 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

APPENDIXB 

Notice is hereby given that the North.Carolina Utilities Commission has.issued an Order 
authorizing Pluris Webb Creek, LLC, to increase sewer.rates in its.service areas in Onslow 
County, North Carolina The new approved rates are as follows: 

Monthly Residential Flat Rate: 

Monthly Commercial Metered Rates: 

Base charge, zero·us~ge: 
<ln meter 
1" meter 
1.5" meter 
2" meter 
3" meter 

Usage charge, per I ,000 gallons 

ISSUED BY ORDER OF THE COMMISSION. 
This !he 17th day of December, 2020. 

$ 73.38 per unit 

$ 10.00 
$ 25.00 
$ 50.00 
$ 80:00 
$ 250.00 

$ 16.50 

NORTH CAROLINA UTILITIES COMMISSION 
Joann R. Snyder, Deputy.Clerk 
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CERTIFICATE OF SERVICE 

I, __________________ J mailed with sufficient po~tage 

or hand delivered to all affected customers the attached Notice·to"·Customers issued by the North 

Carolina Utilities Commission in Docket No. W-1314, Sub 4 and'the N0tice was mailed or hand 

delivered by the date specified in the Order. 

This the __ day of _______ ~ 2020. 

Dy: _____ --cc,-,----------
Sighature 

Name of Utility Company 

The above named Applicant _____________ ~ personally 

appeared before me this day, and being first duly sworn, says that the required Notice to 

Customers. was mailed or hand delivered to all affected customers, as required by the 

Commission Order dated ______ J 2020, 'in Docket No. W-1314, Sub 4. 

Witness my hand·and notarial seal, this the ___ day of ________ J 

2020. 

Notary Public 

Printed or Typed Name 

(SEAL) My Commission Expires: 
Date 
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DOCKET NO. W-1305, SUB,12 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by Pluris Hampst~ad, LLC, ) 
5950 BerkshireLane,_Suite 800, Dallas, Texas, ) 
-75225 for Authority to Increase Rates.for Sewer ) 
Utility Service·in All of Its Service Areas in ) 
Pender County,.North Ca:Tolina ) 

ORDER APPROVING 
AGREEMENT AND STIPULATION 
OF SETTLEMENT, GRANTING 
PARTIAL RATE INCREASE, AND 
REQUIRING CUSTOMER NOTICE 

HEARD: Monday, August 17, 2020, at 7:00 p.m., remotely via Webex. 

BEFORE: Commissioner Kimberly W. Duffley, Presiding, Chair Charlotte A. Mitchell, 
Coinmiss.ioners To_Nola D. Brown-Bland, Lyons Gray, Daniel ·G. Clodfelter, 
Jeffrey A. Hughes, and Floyd B. McKissick, Jr. 

APPEARANCES: 

For Pluris Hampstead, LLC: 

Daniel C .. Higgins, Bums, Day-& Presnell, P:A.,.Post Office Box 10867, Raleigh, 
North Carolina 27605 

Eor. the Using and Consuming Public: 

William E. H. Creech, Public Staff-North Carolina Utilities Commission,. 4326' 
Mail Service Center; Raleigh, North Carolina 27699-4300 

BY Tiffi COMMISSION: On November 21, 2019, in the ·above-captioned docket, Pluris 
Hampstead, LLC, {Pluris Hampstead or Company) filed .with the North Carolina Utilities 
Commission (Commission or NClJC) pursuant to Commission Rule.Rl-1 ?(a) notice of its intent 
to file an·application for a generaJ rate case. 

On January 22,.2020,,the <:::ompany filed its verified Application for a,generaJ rate,increase 
for sewer utility service rates in-all its service areas in Pender County, North Carolina. A!0ng-with 
its Application, PIW'is Hampstead pre.filed the direct testimony of Maurice W. Gallarda, PE, 
Managing Member,.Pluris Holdings, LLC, and Daniel-J.. Winters, Chief Financial Officer, Pluris 
Holdings, LLC. 

On February 17, 2070, the Commi_ssion issued its Order Establishing General Rate Case 
and-Suspending Rates. 

On March 18,.2020, the Commission issued an Order Scheduling Hearings, Establishing 
Disco-Very Guidelines~ and Requiring C_uStomer Notice. 
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On April 15, 2020, Pluris Hampstead filed an Updiite to its operating expenses and 
rate base. 

On June 2, 2020, .the CommiSsion issued an Order canceling Public Witness Hearing in 
light ofthe.COVID-19 pandemic. 

On July l, 2020, the Commission issued an Order Sch(:duling Hearings and Requiring 
Customer Notice. 

On July 14, -2020, the Public Staff prefiled the. testimony and exhibits of Public Staff 
witnesses:Gina'Y. Casselberry, Utilities Engineer, Water, Sewer, and Telephone Division; Jenny 
Li, Staff Accountant, Accounting Division; and ·calvin Craig, ,III, Financi_al Analyst, Economic 
Research Division. 

On August 17, 2020, a public hearing was condi.Jcted via Webexj testimony from six sworn 
witnesses was heard by the Commission. 

On August 19, ·2020, the Public Staff·and ·Pluris Hampstead. filed an Agreement and 
·Stipulation of-_Settlement (Stiptilation), which r~flected the parties' agreement on settlement. 

On September .2, 2020, the Comrriission iss_ued an Order Rescheduling Expe_rt Witness 
Hearing and Requiring Verified Information. 

On September 4, 2020, the Public Staff filed the Supplemental Testimony of Public Staff 
Witness Casselberry. 

On September 9 and 10, 2020, the Public,Staffand Pluris Hampstead filed their respectiv_e 
verified response (Verified Responses) to the questions posed to them in the Commission's 
September 2, 2020 Order. 

On September 16, 2020, the P.ublic Staff and Pluris Hampstead filed a Joint Response 
indicating that neither had·any comments on,the responses 'filed by the other party to ihe questions 
posed by the Commission-in.its September 2, 2020; Order. 

On September 16, 2020, the Commission issued an Order Cancelling Expert Witness 
Hearing and Admitting Evidence-into the.Record. 

The Public Staff and PIW'is Humpstead filed a Joint Proposed Order on October 16,.2020. 

On the basis of the Appli_cation, the testimony, the Stipulation; the Verified Responses, and 
other evidence of record, the Commission now makes the-following: 
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FINDINGS OF FACT 

I. Pluris· Hampstead is a limited liability company du!)' organized .under the laws of 
and authorized· to do business in the. State of North Car()lina. .P!uris Hampstead is a ,franchised 
public utility providing sewer utiljty service to customers in North;Carolina. 

2. Pluris·Harnpstead is.properly before the Commission, pursuant to.Chapter 62 of the. 
General Statt.ites of North Carolina, ·for determination of the,juStness and reasonableness of its 
proposed rates and charges for its wastewater services provided in -its Commission-assigned 
service areas. 

3. 'The appropriate test year· for purposes of establishing rates in this docket is the 
12-moni:h period ended· September 30, 2019; updated to March 31, 2020. 

4. Pluris Hampstead's present rates· for sewer service have. been in effect since 
November, 2015, pursuant to the CommlSsion's Order dated November 5, 2015, in Docket'No. 
W-1305, Sub 0. 

5. Pluris Harnpstead's•present and proposed rates are as follows: 

Present Proposed 
Rates Rates 

Monthly Residential Flat Rate: $ 63.95 $ 84.42 (!) 

(I) All residential flat rate customers 

' 
Monthly C0mmercial 'Metered Rates: 
Base.charge,- zero usage (minimum charge) 

< 1" $ 25.24 $ 10.00 
I" $ 25.24 $ 25.00 
1.5" $.25.24 $ 50.00 
2" $ 25.24 $ 80.oo, 
4" $ 25.24 $250.00 
6" $ 25:24 $500.00 

Usage c_harge, per 1,000:gallons $ 9.68 $ 16.50 

6. As of the end of the updated test )'ear period, March -3 I, 2020, Pluris Hampstead 
served approximately .639 residential tlat'rate sewer customers and 59 metered commercial sewer 
customers.in its service areas in Pender County, North Carolina. The Public Staffreclassified:203 
residential flat rate customers from Sparrows Bend Apartments to-ten 2-inch metcred0commercial 
customers, resulting in Pluris Hampstead serving 436 flat rate residential customers and 69 
metered-comniercial custom~rs. Pluris-Hampstead and the Public Staff agree.that Sparrows Bend 
Apartments should be reclassified as a commercial customer with ten 2-inch meters. 
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The Stipulation' 

7. The Stipula.tion•is the subject of the agfeement between the Public Staff and Pluris 
Hampstead (S_tipulating Parties), who are the only parties to this docket. 

8. The:Stipulation resolves all matters· in controversy in this docket as betwee_n these 
two parties to the case. 

Acceptance of Stipulation 

~- The revenue requirerilen~ agreed upon in the Stipulation will" result in, just and 
reasonable rates. 

10. The provisi_ons of the Stipulation are just and rcasonat,le to all parties to this 
proceeding, as Well as Pluris Hampsteacl's ratepaying customers, and serve the public interest. 

11. It is appropriate to approve the Stipulation in its entirety. 

C~stomcr Concerns and.Service 

12. A totaJ ·of six. customers test(fied at the public hearing on August 17, '2020. In 
general, the public witnesses objected to the m_agni_tude of the proposed rate increase, with some 
voicing concern regarding f)at rate residential sewer rates. No customers voiced any complaint 
regarding the quality of the service provided by Pluris Hampstead. 

13. The overall quality of service provided by Pluris 1-:laf!lpstead is good. 

R.;tte Base 

14. The·appropriate level of rate b_ase used and useful in providing sewer utility service 
is $1,999,795 for Pluris Hampstead's operations, consisting-of the-following components: 

Item 
Plant in service 
Accumulated depreciation 
Netplant in service 
Cash working capital-
Contributions in aid of construction (CIAC) 
ACcwnulated amortization 
Prepaid tap on fees 
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Amount 
$8,272,634 

(840 214) 
7,432,419 

.57,471 
(1,757,964) 

99,253 
(3,453,160) 

/ 



WATER AND SEWER - RA TE INCREASE 

Item 
Customer d~posits 
Accumulated deferred income taxes (ADIT) 
Average tax accruals 
Original cost,rate base 

Operating Revenues 

Amount 
(20,750) 

(356,023) 
Mill 

$) 999 795 

15. The appropriate level of operating revenues under present rates for use in this 
proceeding is $664,188, consisting of service revenues of $648,647 and miscellaneous revenues 
of $17,684, reduced by uncol!ectible accounts.of $2,143. 

16. Pluris H?Jllpstead requested an increase. in rates that would produce $266,278 in 
additional total operating revenues after Public Staff adjustments, an increase of 40% over present 
annual total operating revenues. 

Maint~nancc and General Expense 

17. The appropriate level·of operation and maintenance expense for Pluris Hampstead's 
Qperations for use in this proceeding is $459,771. 

18. It is appropriate for Pluris Hampstead to recover total rate case expenses of $91 ;883' 
related to the current proceeding which is comprised of $18,108 in legal fees, $1,500 in contract 
labor, $67,275 in capitalized labor, a.nd $5,000 in postage and printing to mail customer notices, 
the rate case filing fee, and miscellaneous expenses. 

19. It is appropriate to amortize the total rate case expenses for the current proceeding 
over five years, resulting in an annual level of rate case expense of$18,377, as agreed to by the 
Stipulating Parties. 

Depreciation; Amortization Expense, Regulatory Fee, ai:ad Taxes 

20. The appropriate level o~depreciation expense for use in this proceeding is $240,118 
and the appropriate level of amortization ofCIAC expense for use in-this proceeding is ($28,207). 

21. The appropriate level of payroll taxes for use in this proceeding is $7,257. 

22. It is reasonable and appropriate to calculate regulatory fee expense using the 
regulatory fee rate of0.13% effective July 1, 2019, pursuant to the Commission's June 18, 2019 
Order issued in Docket No. M-100, Sub 142; The appropriate level·of regulatory fee for use in this 
proceeding is $1,084. 

23. It is reasonable and appropriate to use the current-North.Carolina corporate income 
tax· rate of 2.50% -'to calculate Pluris Hampstead's revenue requirement. The appropriate levef of 
state income taxes for use-in this proceeding is $2,583. 
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24. It is reasonable nnd appropriate to use the federal ·corporate income tax rate of 
21.00% to calculate Pluris Hampstead's revenue requirement. The appropriate level of federal 
income taxes for use in this proceeding is $21,157. 

25. It is appropriate to calculate income taxes for. ratemak:ing purposes based on-the 
ajjusted level of revenues and expenses and the tax rates for utility operations. 

Reporting Requirements 

26; It is appropriate for Pluris Hampstead to file with the Commission monthly progress 
reports on the· status of acquisition· of lift stations and/or mains neeQed for -the· seven_ pending 
applications identified in Casselbeny Exhibit No.I to the direct testimony of Public Staff witness 
Casselbeny, as stipulated. 

Capital Structure, Cost·of Capital, and Overall-Rate of Return 

27. The cost of capital and revenue increase approved in this Order is intended to 
provide Pluris Hampstead, through sound.management, .the opportunity to earn an overall rate of 
return of 6.49%. This overa11 rate of return i:S·derived from applying an·embedded cost of debt of 
4.35%, and a rate of return on common equity of9.40%, to a capital structure consisting of57.66% 
long-tenn debt and 42.34% common equity. 

28. A 9.40% rate of return on common equity for Pluris Hampstead is just and 
reasonable in this general rate case. 

29. A 42.34% equity and 57.66% debt' ratio is a reasonable and appropriate capital 
structure for Pluris Hampstead in this case. 

30. A 4.35% cost-of.debt for Pluris Hampstead is reasonable and appropriate for the 
purpose of this case. 

31. The rate of return on Common equity and capital structure approved by the 
Commission appropriately ba1ances the benefits-received by Pluris Hampstead's customers from 
Pluris Hampstead's provision of safe, adequate,-and reliable wastewater utility service with the 
difficulties that some of Pluris Hampstead's customers may experience in paying the Comp~y•s 
increased rates. 

32. The 9.40% rate ofretum on common equity and the 42.34% equity capital structure 
approved by the Commission balance Pluris Hampstead's need to_ obtain equity and debt financing 
with its customers' need to pay the lowest possible rates. 

33. The authorized levels of overall rate of retµrn and the rate· of return on common 
equity set forth above are supported by competent, material, and substantial record evidence; are 
consistent with the requirements ofN.C. Gen. Stat. § 62-133; and are fair to Pluris Hainpstead's 
cu$"1:omers generally and in light of the impact of chnnging economic conditions. 
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Revenue Requirement 

34. The rate base method is the appropriate method to be used in- lhis proceeding for 
determining fair and reasonable rates for sewer service as allowed by N.C.G.S. § 62-133. 

35. PlurisBampstead's rates should be adjusted by amounts which,.after all proforma 
adjustments, will,produce.revenues of$833,512. These rate increases will allow Pluris Hampstead 
the opportunity to earn a 6.49% overall rate of return, which the Commission has- found to be 
reasonabJe·upon consideration of the findings in this Order. 

36. The rate increases approved herein represent an increase of $169,324 or 25.5% in 
total sewer operating revenues. 

37. The stipulated rates and charges listed below and included-in Appendix A, atlached 
hereto, are just and,reasonable and should be approved. 

Monthly Residential Flat Rate: 

(I) All residential flat rate customers 

Monthly.Commercial• Metered Rates: 

Base charge, zero usage (minimum charge) 

<]" 

l" 
1.5" 
2" 
4" 
6" 

Usage charge, per 1,000 gallons 

Stipulated 
Rates 
$ 82.50 (I) 

$ 23.50 
$ 58.75 
$ 117.50 
$ 188.00 
$ 587.00 
$1,175.00 

$ 16.50· 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1-S 

General Matters 

The evidence supporting these findings of fact is found in the verified Applica_tion and the 
accompa_nying NCUC Form W-1, the testimony and exhibits of the witnesses, and the entire record 
in this proceeding. These findings are informationaJ_, procedural, and jurisdictional in nature and 
are not contested by any party. 

1277 



WATER AND SEWER- RATE INCREASE 

EVIDENCE AND CONCLUSIONS FOR FINDING OF:FACT NO. 6 

Sparrows Ifond Apartments 

The evidence supporting this finding of fact is found in the -verified Application and.,the 
accorilpanyingNCUC-Form W-1,-.the testimony and exhibits ofPublic,StatT.witness Casselberry, 
'the; Verified Responses of the Public. Staff and Pluris Hampstead, and the entire record ·in 
this proceeding. 

In its·apJ)lication, Pluris Hampstead classified·the 203 customers located in Sparrow Bend 
.Apartments as residential customers and bills each ·apartmerit unit its currently approved 
residential flat sewer rate. 

In her prefiled testimony and exhibits, Public Staff witness Cas_selb~rry "reclassified. the 
203 apartment .units in Sparrows Bend Apartments from residential customers to ten 2-inch 
metered·commercial customers. In her Verified Response.to the Comrriission, witness Casselberry 
stat_es that she made this adjustment for the following reasons: 

(I) 

(2) 

(3) 

Pluris Hampstead has no means to disconnect individ1,1al apartment units for 
non-payment of sewer utility service. It does not O\Vl1 water meters 
providing service,to the units, and it does not o\Vl1·se"Yer di~charge piping 
at appropriate· locations to disconnect individual· wiits for non-payment. 
Any bad debt. would ultimately be ·passed on ,to other -Pluris Hampstead 
customers through general rate case proceedings. 

Through the review .of resale applications before the Commission, it can 
easily be observed that most water/sewer utilities in the state ·charge .the 
apartment complexes as their-customers, ·not the individual apartment tmits. 

This-ch~ge.mak.es a metered sewer rate possible, which is more equitable 
than a flat rate, especially considering Sparrows Bend Apartments has many 
one bedroom apartments. 

·Further, witness Casselberry explains that had PlurisHampstead fil_ed.the applicatio_n for a 
certificate of public convenien~e- and negess_ity prior- to Charging each individual unit the flat 
residential rate, the Public Staff.would have recommended a commercial rate for Sparrow~ Bend 
Apartments, based on the size of the m_eters, and the Public Staff would have advised the Company 
to work with the owner of Sparrows,Bend Apartments to obtain a certificate of authority to resell 
sewer service, especially given that the owner has been granted a certificate of authority for 
water service. 

Ip. ~ts Verifj.ed Response to the Commission, PluriS.Hampstead states that the Company 
agrees with. the Public Staff's reclassification- of the 203 customers lqcated ,if/ Sparrows Bend 
Apartments from residential to ten 2-inch metered commercial customers. Pluris Hampstead 
further states that.on a •going forward _basis the-Company will bill the O'\-\'Der- of Sparrows Bend 
Apartments as a metered.commercial customer utilizing water conswnption as the basis for billing 
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the sewer utility service. Pluris Hampstead indicated. that Pender County Utilities· (PCU) would 
provide· the monthly water meter readings from the 10 master meters for Sparrows Beiid 
Apartments in order for Pluris Hampstead to bill the owner of the apartment complex for sewer 
service based on master metered water consumption. Pluris Hampstead notes that PCU's current 
monthly charge for providing that meter reading data is $2 per meter. Pluris Hampstead maintains 
that the principal concern regarding-Sparrows Bend Apartments is that it is a multifamily property 
and thus the utility does not own the facilities runnirig to each apartment. Pluris Hampstead notes 
that because. the utility does not own or control all the facilities necessary to provide the utility 
service, the Company is, not able to disconlinue service to individual apartments in the event of 
non-payment. 

Based upon the foregoing and the entire record herein, the Commission concludes·that it is 
reasonable.and appropriate to reclassify the 203 apartment units in Sparrows Bend Apartments 
from residential customers to ten 2-inch metered commercial customers as recommended by 
Public Staff witness Casselberry, agreed to by Pluris Hampstead, and reflected in Stipulation 
Exhibit II. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 7-11 

The Stipulation and Acceptance of Stipulation 

The evidence supporting these findings of fact is found in the Stipulation; the testimony of 
both Pluris Hampstcild's and the Public Staff's witnesses, Stipulation Exhibits I and II, and the 
filed Respollses ofPluris Hampstead and the Public Staff to.the Commission's Order Rescheduling 
Expert Witness Hearing and Rcquiring·Verified Information. 

On August 19, 2020, Pluris Hampstead and the Public Staff filed the Stipulation. Pluris 
Hampstead and the Public Staff are the only parties to this proceeding, and the Stipulation resolves 
all issues between the Stipulating Parties in this proceeding. Attached to the Stipulation is 
Stipulation Exhibit I, which demonstrates the impact of the Stipulating Parties' agreements on the 
caJculation of Pluris Hampstead's gross revenues for the test year ended September 30, 2019, 
updated to March 31, 2020, 

Based upon the foregoing and the entire record herein, the Commission finds that the 
Stipulation represents a negotiated settlemep.t of all issues in this proceeding and that the 
provisions agreed to by the Stipulating Parties are.reasonable and appropriate·for the purpose of 
this proceeding. In making this finding, the Commission gives substantial. weight to the testimony 
of Pluris Hampstead witnesses· Gallarda and Winters, and the testimony and supporting exhibits 
of Public Staff witnesses Casselberry, Li, and'Craig. The Commission finds that the resulting rates 
are just and reasonable to both Pluris Hampstead and its ratepayers. In addition, the Commission 
finds that the provisions of the Stipulation are just and reasonable to all parties to this proceeding 
and serve the public interest, and that-it is appropriate to approve the Stipulation in its entirety. 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.J2-13 

Customer Concerns and Scnoice 

The evidence supporting these findings of fact is found in the testimony of the public 
witnesses appearing at the hearings, in the supplemental testimony of Public Staff witness 
Casselberry, in the testimony and ·exhibits of Pluris Hampstead witness Gallarda, and in the 
Verified Responses filed by the·Stipulating Parties filed in response to the Commission's Order. 

Public Staff witness Casselberry testified that she reviewed approximately seven position 
statements from Pluris Hampstead customers. All of the customers objected to the magnitude of 
the,proposed rate increase, but none ofthe,customers had any service-related complaints. 

Six customers testified during the· remote public hearing held Monday, August 17, 2020; 
all six customers were opposed the magnitude of the proposed rate increase. None of the public 
witnesses had any service complaints, and several of the public witnesses stated that they were 
pleased with Pluris Hampstead's quick response time when concerns did arise. 

On August 31', 2020, Pluris Hampstead filed a letter with the Commission in response to 
Ordering.Paragraph No. 7 of the Order Rescheduling Hearings and Requiring Customer Notice 
issued on July 1, 2020, that while the six customers who testified at the public hearing complained 
about the proposed rate increase, there were not customer service Or service quality complaints 
made about the service provided by Pluris Hampstead. 

Witness Casselberry testified that based on her review of the position statements and the 
testimony,ofthe public witnesses, and as stated in the Verified Response of the Public Staff, it.is 
the Public Staff's opinion that the Overall quality of service provided by Pluris Hampstead is good. 

Pluris Hampstead witness Ga11arda .testifies that Pluris Hampstead owns and operates a 
wastewater only c0tlection and treatment-system consisting of an existing membrane bio-reactor 
(MBR) wastewater treatment plant (WWTP) with a 500,000 gallon per day (gpd) footprint 
curreritly capable of lreating 250,000 gpd, and two high rate infiltration basins, located in 
Hampstead, North Carolina. He notes that the MBR plant was operationaJ as of April 2016. 
Witness Gallarda states that Pluris Hampstead also has an approximately 11.5 mile force main 
running north along the US Highway t 7 corridor in Pender Cowity beginning at the New 
Hanover/Pender County line. Witness,GaJlarda further states that Pluris Hampstead's wastewater 
treatment system also includes collection infrastructure, duplex lift stations,.and a new lift station 
midway along the force main. Witness Gallarda notes that one Of the reasons Pluris Hampstead is 
seeking the,requested rate increase.is due to the recent installation of the new lift station at a cost 
of approximately $253,000. He. testifies that Pluris Hampstead provides wastewater service to 
customers in the southeastern coastal.~a of Pender County, including about a dozen residentia1 
developments, a number of commercial locations, and Topsail High_ School, Topsail Middle 
School, and Topsail Elementary School. 
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In her prefiled testimo~y; witness Casselberry states that Pluris Hampstead's sewer force 
main begiru. ,at the New Han6Ver/Pender ·County lin_e and ruris north along Highway 17 in 
Hampstead, North Carolina for approximately 11.5 miles. She further states that the.250,000_gpd 
WWTP and high rate infiltration system is located at the southern end. Witness Casselberry states 
that there are nine duplex lift stations and a new regional Ji.ft station, which was installed at ,the 
midway point .to help elirriinate emergency backup -issues in the force· main caused by 
elevated pressure. 

In her supplemental .testimony, witness Casselberry testifies that on August 12, 2020, she, 
inspected Pluris Hampstead~s facility with Maurice Gallarda, Managing Member and Principal' 
Engineer, Randy Hoffer, North Carolina RcgiOnal Manager, and Michael Gallant,. PE. She 
observed that the WWTP•.is .in very good Condition and appears to be operating efficiently and 
effectively. Witness Casselberry notes· that the back-up generator was in place and ,operational. 
She describes the effluent as being "Crys~l clear''. She states that the two high-rate infiltration 
basins were operating effectively with eight -to ten feet of freeboard. She .observed that the 
groundwater storage pond is well maintained, including the vegetatiolJ. that surrounds the p~md. 
She opines that the wastewater facility is well maintained and working effectively. 

Based upon-the foregoing, and after careful review of the testimony of the customers at the 
public hearing,_the Public Staffs engineering.an~·service q!Jality investigation; and the Verified 
Responses of Pluris Hampstead :and the Public Staff; and the; entire record, the Commission 
concludes that. consistent.with the statutory requirements ofN;C.G.S. § 62-131(b), the overall 
quality of service.provided by Pluris Hampstead is adequate, effic;ient. and reasonable. 

EVIDENCEAND CONCLUSIONS FOR FINDING OF FACT NO. 14 

Rate Base 

The evidence stipporting this finding of fact iS found in the verified· Application and the 
accompanying NCUC. Fann W-1, the testimony of Pluris Hampstead· witness Winters, the 
testimony of Public Staffwitnesses·Casselberiy and Li, the Stipulation. and Stipulation Exhibit I. 

Stipulation Exhibit I, Schedule 2·provides as follows: 

Item 
Plant in service 
Accumulated deprec_iation 
Net plant in service 

Contributions in aid'ofconstruction (CIAC) 
Accumulated amortization of CIAC 
Prepaid tap on fees 
Customer dep9sits 
Accumulated deferred.income.taxes (ADIT) 

Cash wofking capital 
Average tax accruals 

Original cost rate base 
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Company.per 
Application 
$9,574,826 

(941.667) 
8,633,159 

(1,757,964) 
99.253 

(3,453.160) 
(20,750) 

(356,023) 
59,040 

0 

$3 203 555 

Public Staff Amount per 
Adjustments Public Staff 
($1,302,192) $8,272.634 

101,453 (840.214) 
(I.200,739) 7,432,419 

0 (1,757,964) 
0 9.9.253 
0 (3,453.160) 
0 (20,750) 
0 (356.023) 

(1,569) 57.471 
(1,451) (I.451), 

($] 203 759) $1222225 
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Pluris Hampstead filecfits application us_ing a 12.:.month test,year endiag'S~ptember 30, 
2019. The Public Staff updated the test year to reflect customer growth and plant in service·for the 
12-months ending March 31, 2020. 

In his prefiled testimony; Pluris Hampstead witness Winters testifies that ,he removed 
$1,463,8% from plant, which represents 50% Of the original.cost of the I 1.5 mileJorce main. He 
states that this adjustment is consistent with the. agreemerit Pluris Hampstead· reached with the 
Public Staff when the Company's _initial (and current) rates were established in 2015 in Docket 
No. W-1305, Sub 0~ that such an adjustment would be made with Pluris Hampstead reserving the 
right to reques_t this amount be inC:luded iffrate base in the future when it is.deemed to·be used and 
u_seful. Witness Winters·lilso decreased a~umulated deprec~ation as a result of his adjustment to 
plant to-remove 50% of the original·cost.of the-force main. 

Public Staff witness Casselberry testifies th~t Pluris Hampstead's,general rate case filing 
includes an excess eapacity adjustment of 50% applied to sewer .force mains. The Public· Staff 
recommends an additional excess capacity adjustment of 38.80% for the WWTP and infiltration 
basins. Witness Casselberry maintains that the excess capacity adjustment removes· from rate base 
a petcentage of the plarit ahd accurilulat;e_d depreciation related to excess capacity in overbuilt plant. 
She notes that the Public.Staff does not" re.commend exceS$ <;o.pacity adjUStments for all overbuilt 
plants. Witness·Casselberry explains·that commonly, the developer of a system bears,a majority 
of the initial cost and riskassoCiated.with plant infrasiruc~ to serve future,projecied growth. The 
initial construction is fully contributed by the developer to.the utility. Witness Casselbeny testifies 
that for the· Pluris Hampstead sewer system, developers did not contribute the WWTP· and 
ihfiltration basins, and Piuris Hampstead took on avoidable amowits of eost and risk from 
developers. Witness ,casselberry maintains that without an excess capacity adjustment, present 
customers would pay for an unfair and_ disproportionally high amount for plant to serve potential 
future customers. • 

Witness Casselbeny testifies that Pluris H_ampstead currefltly has installed infrastructure 
to treat 500,000 gpd, except for the rriembrahe set for the fina1250,000 g'pd'capacity. She explains 
that these are not yet instal_led becausf! they are Q_ot needed to treat current sew-age ·flqw und w~mld 
be subject to damage and, deterioration while. not in service. She notes· that- the maximum daily 
sewage·flow through the WWTP during the test year was 150,692 gallons. 

Witness Casselber(Y contends that there. is a _hiStory of calculating excess capacity 
adjustments for.sewer treatment plants that can be found,in numerous general rat.e c;ise proceedings 
for Carolirla Water Service, Inc. of North Carolina- (CWSNC) ahd Aqua North Carolina, Inc. 
(Aqua)_. The Commission's previ9us orders regarding excess capacity haVe suggested an openness 
by th~ CommiSsion t6-consider other-'calCulation methodologies. Specifieally; in the Aqua Docket 
No. W-218, Sub 497 Order, dated September ·ts, 2019, the Commission "requests that more 
evidence be presented by the parties regarding other formulas or methods for making excess 
capacity adjUStments such that the Commission could determine .by the weight of the·.evidence 
presented wheth_er future growth projections-or any other additional factors should be included in 
the approved methodology. ' 
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Witness Casselberry describes her excess capacity calculation as follows: Excess 
Capacity= ( I - Contributary Flow/ Design Flow) x 100. She states-that contributary flow is the 
amount.of flow for the customers at the end of the Update ·period and design flow is the de.Sign 
capacity of the utility infrastructure installed. Witness Casselberry notes that based on prior 
Commission orders in Docket Nos. W-354, Sub 128 and W-218, Sub 319, the contributary flow 
has been calculated as: Contributary Flow= SFE x 400 gpd where SFE is customer "Single Family 
Equivalent". She states'that'the Public Staff and Aqua both disugree with using the water system 
design standard of 400.gpd. She notes that the sewer system design standard is.360 gpd. Witness 
Casselberry used·the sewer system design standard of360 gpd in her calculation of excess capacity 
for this proceeding. She states that SFEs have been calculated the same way as in prior general 
rate cases using water meter siz.es and American Water Works Association (A WWA) meter size 
factors, with the exception· of Sparrows Bend Apartments. Witness Casselberry states that 
Sparrows Bend Apartments has a total of228 apartmerits. There are ten 2-inch meters that when 
multiplied by the A WWA factor of 8, results in 80 SFEs. She testifies that the North Carolina 
Department of Environmental Quality, Division of Water Resources (DEQ) plan approval assigns 
a design flow of64,080 gpd'to Sparrows Bend Apartments, which when divided by360 gpd equals. 
178 SFE. Witness Casselberry ~ubstituted 178 SFE for the 80 SFE detennined using meter siz.es. 
According to witness Casselberry, the total calculated SFE for the excess·capacity calculation is 
849.5. Witness.Casselberry-set forth her calculations of the SFEs:in Casselberry Exhibit No. 8. 

Witness Casselberry calculates that Contributory Flow = 849.5 SFE x 360 .gpd 
305,820 gpd. She maintains that the WWTP·installed, with the exception of the.membrane set for 
250,000 gpd of treatment ·capacity, is to treat 500,000 gpd of sewage flOw. She states that the 
infiltration basins will take over 1,000,000 gpd of effluent from the WWTP. She used 500,000 gpd 
as the Design Flow for the WWTP and infiltration basins. Witness Casselberry testifies that the 
excess capacity is calculated as: Excess Capacity= ( J,.,,Jo5;820 gpd /500,000 gpd) x 100 = 
38.80%. She recommends that the excess capacity ildjustment of 38.80% be applied to the 
Company's WWTP and infiltration basins. 

Witness Casselberry testifies that Pluris.Hampstead included an additional ISO.residential 
customers in its· calculations of revenues and rate design in anticipation of significant near tenn 
growth on the syst~m. Witness Casselberry states that the Company's adjustment would offset 
some of the excess capacity in the system. She contends that this is not the traditional rate making 
mechanism to account for excess capacity. She notes that she did not include anticipated customers 
in her calculation,ofrevenues and rate design. She opines that using-an excess-capacity adjustment 
to match plant in service to SFE customers at the end of the update period is the appropriate 
mechanism. Public Staff witness Li applied the excess capacity percentage. provided by witness 
Casselberry to plant in service,, net of accumulated depreciation and contributions in aid of 
construction, as shown on Li Exhibit I, Schedule 2-l(a). 

Pluris Hampstead disputes the·Public Staffs excess capacity,adjustment and disagrees with 
Public Staff witness Casselberry's testimony ·suggesting that there is excess capacity in Pluris 
Hampstead's existing wastewater plant, which is currently pennitted for treatment of up to 
250,000 gpd. However, for purposes ofsettleme_nt the Public Staff and the Company agree to the 
amounts and rates shown in Stipulation Exhibits Nos. I and II, which include an excess capacity 
adjustment of33.75%. 
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In her Verified Response, Public Staff witness Casselberry explains that !1S part of the give 
and take of negotiations in this case, the parties have stipulated and agreed to an excess capacity 
adjustment of 33.75%; consequently, a detailed calculation •of the agreed-upon excess Capacity 
percentage is not available .. She did note that ,the Public Staff considered near-term customer 
growth during the settlement negotiations regarding this issue. The application of the excess 
capacity adjustment of33_.75% for purposes of this proceeding is shown on Stipulation Exhibit I, 
Schedule 2-l(a). 

In the Stipulation, the Stipulating Parties acknowledge that Pluris Hampstead's 
compromise regarding the excess capacity issue,_ and the Public StafrS proposed adjustment 
relating thereto, is for purposes of settlement ohly and does not imply ,concurrence nor shall it be 
used as rationa1e for future argument or cited as precedent in any future proceeding. 

Despite the disagreement between Pluris Hampstead and the Public Staff regarding the 
excess capacity on the WWTP, the Stipulating Parties reached agreement on a cc;,mprehensive 
settlement agreement. Therefore, based on the evidence of record, the Commission finds that the 
adjustments to. rate base provided for in ,the S!ipulation are appropriate for this proceeding. 
Accordingly, the appropriate level of rate base for use in this proceeding is as follows: 

Item 
Plant in Service 
Accumulated depreciation 
Net plant in service 
Cash working capital 
Contributions in aid ofconstructiori (CIAC) 
Accumulated amortization 
Prepaid tap on fees 
Customer deposits 
Accumulated deferred income taxes (ADll) 
Average tax·accruals 

Original cost rate base 

Amount 
$8,272,634 

(840 214) 
7,432,419 

57,471 
(1,757,964) 

99,253 
(3,453,160) 

(20,750) 
(356,023) 

J.Lill.l 
$1999795 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 15-16 

Operating Revenues 

The evidence supporting these findings of fact is found .in the Application and in the 
testimony of Pluris Hampstead ,witness Winte~ and Public Staff witnesses Casselberry and Li. 

In its Application, Pl_uris Hampstead requesJed an increase in- rates for• providing sewer 
utility service in its service areas in Pender County, North Carolina designed to produce an overall 
increase in annual operating revenues of $419,214. 

The following table summarizes the differences between the Company's level of operating 
revenues under present rates from its Application and the amounts recommended by the 
Public Staff: 
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Company Per. Amount per 
Item- Application Difference Public Staff 
Service revenues $470,463 $178,184 $648,647 
MisceUane6us revenues 17,684 0 17,684 
Uncollectible accounts (2,143) 0 (2,143) 
Total- operating revenues ~ ~ ~ 

Public Staff witness Cl!5selberry determin~d the number.of end-of-period (EOP) customers 
based on- ·the billing data provided by the Company for the ·updated test y·ear- ending 
March 31, 2020. Witness·Casselbeny used EOP customers to,caJculate revenues at present and 
proposed rates, which she states represents the number of active.customers billed in March 2020, 
the·Jast month of the updated.test year. She notes that.EOP customers includes cu_stomer growth 
for, the test period'. 

Witness Casselberry states that Pluris Hampstead started its billing analysis with the 
number .of customers billed in September 2019, then added 150 residential flat rate customers~ 
which is the number of tap .fees. collected, to reflect anticipated customer. growth. Witness 
Casselberry disagreed with_the Company's m-ethodology to-calculate customer growth.,She states 
that it is not uncommon for developers to pay tap fees in advance, to reserve capacity for 
construction at a latet date. Witness,Cilsselberry maintains that.BOP customers: reflect the actual 
customers being·billed·going forward, which includes customer growth throughout the test.period. 

Witness Casselberry describes some minor inconsistencies between the Public Staff's EOP 
customers· and the Company's numbers in regard ,to commercial customers. She states that the 
Company used, total customers billed to calculate the revenue and. the. Public Staff used: EOP 
customers multiplied by 12 months. She further-states that the Public Staff determined that the 
Company has One 4-inch commercial cus_tomer .(Arbor Landing, 7 account# _30984) versus· the 
Company's .two, and two 6-inch commercial customers (Pender County Schools, account# 27728 
and 27271),versus the Company's.four. 

Moreover, witness-Casselberry testifies that.the Public Staff's billing data includes active 
customers in nine pending franchise applications as shown in Casselberry.E:<hibit No. 1. ~he states 
that it is th~ Public Staff's position that these customers are being billed for service and that Pluris 
Hampstead has an obligation to continue serving them .. Shc,further States·that if.these customers 
were removed from the_ billing,.analysis in this ·proceeding, the revenue generated would be 
significantly understated. Witness Casselberry 3iso calculates the total conswnption for 
commercial customers for·each meter size in her billing analysis. She provides.the results of her 
billing-analysis·on'Casselbeny Exl:\ibit Nos. 2 and 3. 

Based-on the Stipulation, and specifically Stipulation Exhibits-I and II, the Company does 
not dispute th~ Public Staff adjustment to reflect th·e pro form a level .of service. revenues under 
present rates. 
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The Commission finds that the Public Staff's adjustments to operating revenues under 
present rates in this proceeding discussed above and stipulated by the parties are appropriate. Based 
upon the foregoing, the Commission concludes that the appropriate level Of operating revenues 
under present rates for use in this proceeding is as follows: 

Item 
Service revenues 
Miscellaneous.revenues 
Uncollcetible accounts 
T otaJ operating revenues 

Amount 
$648,647 

17,684 
(2,143) 

$664 188 

Further, based upon the agreed-upon level of operating revenues under present rates, the 
Commission concludes that Pluris Hampstead has requested an increase in rates in this proceeding 
that would produce $266,278 in additional total operating revenues, ,an increase of 40% over 
present annual total operating revenues_, 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.17-19 

Maintenance and General Expense 

The evidence for these findings of fact is found in the verified Application and the 
accompanying NCUC Fonn ·W-1;,the testimony of Pluris Hampstead witness Winters.and-Public 
Staff witnesses Casselberry and Li, and Stipulation Exhibits I and II. 

The following table summarizes the differences between the Company's requested leveI·of 
maintenance and general expenses and the amounts recommended by .the Public Staff: 

Company 
Per Amount Per 

Item AQQlication Difference Public'Sta!T 

Operation and Maintenance Expenses 
SaJaries and wages $146;828 0 $146,828 
Employee benefits (19,896) 0 (19,896) 
Sludge removal expense 70,385 (6,397) 63,988 
Purchased power 72,066 (13,143) 58,923 
Chemicals 39,214 11,473 50,687 
MateriaJs and supplies 9,398 0 9,398 
Contract services 

Engineering 1,550 0 1,550 
Accounting 8,250 0 8,250 
Legal 4,944 0 4,944 
Management fees 33,242 0 33,242 
Direct utility fees 10,832 (2,024) 8,808 
Testing 14,642 3,668 18,310 

1286 
_., 



WATER AND SEWER - RATE INCREASE 

Other 10,746 (1,608) 9,138 
Rent expense 0 0 0 
Insurance -general liability 5,798 0 5,798 
Insurance -workers·comp 1,015 0 l,015 

Company 
Per Amount 

Item Application Difference Per 
Pllblic Staff 

Insurance - other 17,960 0 17,960 
Miscellaneous 22,451 0 22,451 
Regulatory commission expense 13,500 4,877 18,377 

Total O&M-Expenses $462 925 !a!ill ~452771 

Public Staff witness Casselbeny states that Pluris Hampstead expensed $70,385 for 
removing sludge from the WWTP and lift stations. She notes lhat 'included in the $70,385, was 
$25,610 in response to emergency backups at various lift stations due to elevated pressure in the 
force main. Witness Casselbeny states that in 2019, the Company installed a regional lift station 
at the midway point of the force main which has alleviated the elevated pressure issue in the force 
main thereby eliminating recurring emergency backups. Witness Casselberry recommends that the 
$25,610 in expense related to emergency backups should be aniortized over a five-year period for 
an annual leVel of expens~ of $5,122. Witness Casselberry maintains that this level of annual 
expense will allow a reasonable amount of expense for'"emergency situations and, will avoid 
overstating sludge retnoval expense on an ongoing basis. Witness Casselberry also adjuste.d sludge 
expense to reflect customer growth during the test year. She recommends $63,988' as a 
representative level of expense for sludge removal. 

Witness Casselberry adjusted purchased power based on her review of the invoices 
provided by the Company. She increased purchased power to account for operational changes in 
2019 at the WWTP and for three new lift stations added in 2019. She further increased pllrchased 
power for the lift stations to reflect customer growth. Witness' Casselbeny increased chemicals 
expense to reflect the io19 increase in·the cost of chemicals and to reflect customer growth during 
the test year. Witness Casselberry increased testing expense to reflect the current testing costs for 
the various tests and frequencies under Pluris Hampstead's DEQ Permit dated January 23, 2020. 

Public'Staffwitness Li adjusted contractual services to remove duplicate trash removal fees. 
in the,amount of $2,024 and $1,608 of meter reading expense charged by PCU for the service 
period outside of the test year. 

Witness Li states that she included a total of$9l,833 of rate case expenses for this 
proceeding based on. information. provided by the Company regarding costs incurred to date and 
expected,costs that will occur to.complete this rate ca5e proceeding. She states that the total rate 
ca5e expenses of$91,883 is comprised of$18,108 in legal fees, $1,500 in contract labor, $67,275 
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in capitalized labor, and· $5,000 ·in ·postage and priniing to mail customer notices, th~ rate ,case 
filing.fee, and-miscellaneous expenses. Wi~ess·'.Li recommends that these expenses be-amortized 
over a five~year period, resulting in annual'.rate case expense of $1 &,377. 

On the basis,of the Stjpulation, the revisions made by the Public.Staff in Li Exhibit I, and 
Stipulation-E?iliibits I and II, the Company and the Public Staff are in·agreemeni concerning all 
adjustments recommended_ by Public· Staff witnesses Casselberry and Li to maiiltenance and 
general .expenses. 'Therefore, the Commisslon finds that the uncontested adjustments to 
maintenance and genera_! expenses recommended by the,Public.Staff are-appropriate adjustments. 
to,be made in this proceeding. 

Based upon the foregoing, the Co~iSsion concludes that the appropriate l~vel of 
m,aintenance and· general expenses for combined operatic:ms ·_for use in this proceeding are 
as follows: 

Item A,mqunt 
Opetation,and Maintenance.Expenses: 
Salaries and·wages $146,828 
Employee benefits (19,896) 
Sludge removal e,xpense 63,988 
Purchased-power 58,923 
Chemic,alS 50,687 
Materials and supplies 9;398 
Contract services 

Engineering 1,550 
Accounting 8,250 
Legal 4,944 
Management fees 33,242' 
Direct utility fees 8,808 
Testing 18,310 
Other 9,138 

Rent expense 0 
Insurance --general liability 5,798 
Insurance - ..yorkers c;omp 1,015 
Insu.rance - other 17,960 
Miscellaneous 22;451 
Regulatory commission expense 18,377 

Total O&M Expenses $459 771 
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 20-25 

Depreciation, Amortization Expense, Taxes,and Regulatory Fee 

The evidence supporting Lhese findings of fact is found in the verified Application.and the 
accompanying NCUC Form W-1, the testimony of Public Staff witnesses Casselbeny and Li, the 
testimony. of Company witness Winters, and Stipulation Exhibits I and JI. The·.following table 
summarizes the differences b~tween the Company's level of depreciation and amortization 
expenses, taxes, and regulatory fee from its Application and the amounts recommended by the 
Public Staff: 

Company Per Amount Per 
Item AQQlication Difference Public Staff 
Depreciation expense $279,622 (39,504) 240,118 
Amortization ofCIAC (43,357) 15,150 (28,207) 
Payroll taxes 7,257 0 7,257 
Regulatory Fee 529 555 1,084 
State Income Tax 0 2,583 2,583 
Federal Income Tax 0 21,157 21,157 
Total ~ ~ ~ 

With respect lo Pluris Hampstead's depreciation expense, amorti!2,tion expense, regulatory 
fee and income laxes, in light of the agreements reached in the Stipulation and revisions 
recommended by the Public Staff in its testimony and refleCted'in Stipulation. Exhibits I and II, the 
Company does not diSpute Lhcse adjustments recommended by the Public-Staff. The Commission 
finds that the·adjustments-recommended by the Public Staff to depreciation expense,·amortization 
expense, regulatory fee, and income taxes are appropriate adjustments to be ,made to operating 
revenue-deductions in lhis proceeding. 

Based upon the foregoing, the Commission concludes that the appropriate level of 
depreciation expense, amortization expense, payroll taxes, regulatory fee, and income laxes for 
use-in this proceeding is as follows: 

Item 
Depreciation· expense 
Amortization ofCIAC 
Payroll taxes 
Regulatory Fee 
State Income Tax 
Federal ll)come Tax 
Total 
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Amount 
$240,118 
(28,207) 

7,257 
1,084 
2,583 

21,157 
$243 992 
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EVIDENCE AND CONCLUSIONS FOR FINDING'OF FACT NO. 26 

The evjdence for this finding of fact is contained in the.testimony of Public 'Staff witness 
Casselberry, in the·Stipulation, and in the Verified Response of witness Casselberry. 

In her ,prefiled· testimony, Public Staff witness Casselberry tcs_tifies that Plufis Hampstead 
has several. new· -franchise.applications pending before the Commission as shown in Casselberry 
Exhibit No. 1 and that her billing analysis includes the active Customers in these pending 
applications. The Public Staff recommends that ·Pluris Hampstead obtain ownership and 
operational responsibility of the custom.er' owned utility assets in these pending franchise 
applications. Further, witness· Casselberry recommends µiat Pluris Hampstea~ file a monthly 
progress report with the Commission•conceming the pending franchise applications ideritified in 
Casselberry Exhibit No. I. 

In her Verified Response, witness.Casselberry.explainsthat there are seven new franchise 
applications pending before the Commission which.~e incomplet~, priinarily because the Public 
Staff determined that Pluris Hamps,tead does not have ownership or operational responsibility over 
certain utility assets. She states.that Pluris Hampstead'iS in the process of acquiring control ofihe 
utility assets and filing.the appropriate documentation to complete-.these pending applications. 
Witness Casselberry notes that ·sorrie of the pending applications require acquiring .bcith the lift 
station and the mains while others require acquiring only .the lift station Or only the mains. She 
states thaU:he Public Staff will :Verify that the Company has obtained ownership and operational 
responsibility of the assets to provide utility s~fVice and that .the appropriate documents (i.e., 
agreement, contract, easement, or·bill.ofsale)"have been signed and filed as required to complete 
the application. 

In the-Stipulation, Pluris Hampstead agreed to,file with·the Commission·monthly progress 
reports on the status of its-efforts to acqui~ ownership and operationa1 responsibility over 'the 
utility assets (i.e., lift_station and/or maiii.s).needed for the seven pending applications identified in 
Casselberry Exhibit ·No.I to the_ direct ·testimony of Public Staff witness Casselberry. The 
Commission finds and concludes that this provision of the Stiptilation is reasonable 
and.appropriate; 

EVIDE:NCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 27 -33 

Capitnl·Structurc, Cost of Capital, and Overall Rate of Return 

The evidence supporting the.Se findings of fact. is 9ontai_ned in the verified Application and 
the accompanying NCUC Form W-1, the.teStimony and,exhibits of Company witness Gallarda, 
the testimony and exhibits ofPublic'Staffwitness Craig, and,the·Stipulation. 

In its Application, the Company requested approval for its rate's to be set using a rate of 
return on common equity of 9. 70%, which would yield an overall rate of return on rate base for 
PlurisHampstead of 6.69%.-Witness Gallarda testified that these rates would yield a rate of return 
on rate base for"the Company that would be less than what the Coinmissi_on set in recent_rate cases 
for Carolina Water Service (Docket No. W-354, Sub 360) and for Aqua-North·Carolina (Docket 
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l'{o. W-218, Sub 497). Mr. GaJlarda further testified that Pluris Hampstead advocated this approach 
in an effort to avoid increasing the amoW1t of rate case expense that will be passed through to 
Pluris Hampstead's ratepayers by,employing an expert witness to·address this issue in this docket. 
Mr. Gallarda also testified that the Company's current capital structure is 56% debt and 
44% equity. 

Public Staff witness Craig, in his te~timony, recommended an ·overall rate of return of 
6.32%, based on the Company's capital structure as of March 31, 2020, that is composed of 
57.66% long-tenn debt and 42.34% common equity. This recommended overall rate of return 
recommendation is based on a cost rate of long-term debt of 4.35%, and a cost rate for common 
equity of9.00%. 

As shown in the Stipulation, the Public Staff and.the Company agreed that the Company's 
appropriate long-tenn debt cost is 4.35%, and that the Company's. capital structure is 57 .66% 
long-tenn debt-and 42.34% common equity. The Stipulat_ing Parties further agreed thal based on a 
number or factors, including the impacts or the COVID-19 pandemic- on customers and the 
changing economic conditions, the appropriate return on common equity to use in setting rates in 
this proceeding is 9.40%. The parties' compromise on this issue-yields a return on equity that is 
lower than the 9.50% return on equity that the Commission found to be appropriate in a recent rate 
case involving Carolina Water Service (Docket No. W-354, Sub 364), where this issue was 
vigorously litigated. 

The .Commission has carefully reviewed the. evidence related to the stipulated .capital 
structure, the return on common equity and the overall rate or return, and concludes that the 
stipulated and agreed-upon capital structure or57.66% debt and 42.34% equity, the long-tenn debt 
cost rate·of 4.35%, a return on common equity of 9.40%, 3fld the opportunity to earn an overall 
rate of return or 6.49%, is just and reasonable. This will allow the Corilpany, by sound 
management, the,opportunity to produce a fair return for. its shareholders, to maintain its.facilities 
and services in accordance with the reasonable requirements of customers, and to compete in the 
market for capita.J on· tenns that are reasonable and fair to its customers and to its shareholders. 

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 34-37 

The evidence. for these findings of fact is found in testimony of Public Staff witnesses 
Casselberry, Li, and Craig and in Stipulation Exhibits I and II. 

Accountant Li s~ted-that she used the rate base method pursuant to N.C.G.S. § 62-133, to 
calculate the Public Staff's recommended revenue requirement in this proceeding. The Stipulating 
Parties agreed that Plur_is Hampstead's rates should be adjusted by amounts which, after all pro 
fonna adjustments, will produce revenues or $833,512. These rate increases will' allow Pluris 
Hampstead the opportunity to earn a· ~.49% overall rate of return, as stipulated. The stipulated rate 
increases represent an increase of$169,324 or 25.5% in totaI,sewer operating revenues. Under the 
stipulated rates, the monthly flat sewer rate for a residential customer would·increase from $63.95 
to $82.50, or 29%. 
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Base_d upon the evidence of record, the Commission concludes that the stipulated-rates and 
charges are just and reasonable and should be approved. 

IT IS, THEREFORE, ORDERED as follows: 

1. That the Agreement and Stipulation of Settlement is incorporated herein by 
reference and is hereby approved in its entirety; 

2. That the Agreement and· Stipulation of Settlement and the p~ of this Order· 
pertaining to the contents of that Agreement shall not be ·cited or treated as precedent in 
future proceedings; 

3. That the Schedule of Rates, 1attached hereto as Appendix A, is hereby approved and 
deemed to be filed with the Commission pursuant to N.C.G.S. § 62-138, and the rates set forth 
therein are hereby authori7.ed to become effective -for service rendered on and after the date of 
this Order; 

4. That-the Notice to Customers, attached hereto as Appendix B, shall be mailed with 
sufficient postage or hand deliv~red to all affected customers in conjunction with.the next regularly 
scheduled billing process; 

5. That Pluris Hampstead shall file the attached Certificate of Service, properly signed 
and notarized, not later than 45. days after the issuance of this Ordei"; and 

6. That Pluris Hampstead shall file with·the Commission monthly progress-reports on 
the status of acquisition of lift stations needed for the seven pending applications identified in 
.Casselbeny Exhibit No.I to the direct testimony of Public Staff witness Casselberry. The initial 
report shall be due the· first day of the month.beginning.more than 15 days after the date-of this 
Order and subsequent reports shall be filed monthly until'all the lift stations are·acquired. 

ISSUED BY ORDER OF THE COMMISSION. 
This the 13th day of November, 2020. 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 
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SCHEDULE OF RATES 

for 

PLURIS HAMPSTEAD, LLC 

for providing sewer utility seryice 

in 

ALL OF ITS SERVICE AREAS IN NORTH CAROLINA 

Pender County, North Caro1ina 

Monthly Residential Flat Rate: 

Monthly Commercial Metered Rates: 
' Bas~ charge, Zero usage: 

<I" meter 
l" meter 
1.7 '' meter 
2" meter 
41

' meter 
6" meter 

Usage charge, per 1,000 gallons 

$ 82.50 

$ 23.50 
$ 58.75 
$ 117.50 
$ 188.00 
$ 587.50 
$1,175.00 

$ 16,50 

APPENDIX A 
PAGEJ OF2 

Customers who ask to be reconnected at the same service loca,tion within nine-months.of 
disconnection, wiU-be charged the entire flat rate or base monthly charge for the periods they were 
disconnected. 

Reconnectiori'Charge: 

If sewer service cut off by utility for good cause: 

(Customers shall be given a written·estimate of the actual 
costs· prior to disconnection. An actlial invoice of the costs 
shall be given to-the customer following disconneciion.) 
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Connection Fee-Residential: 

Each additional bedroom beyond 
three per residence 

Connection Fee-Commercial: 

$3,200 per SFE 

$1,607 

$3,200 per SFE 

APPENDIX A 
PAGE20F2 

A single-family equivalent (SFE) for a detached single-family residence is three or less 
bedrooms. 

A SFE·for a commercial connection is.determined by taking the design flow capacity for 
each non-residentiaJ commercial customer, as set forth in Administrative Code 15A NCAC 
2 T .0114, and dividing the design flow by 360. 

Road Bore Charge: 

The road bore charge shall be the actual costs of labor and materials .for the road boring. 
This charge shaJI be in addition fo the connection fee. The-customer may, choose to have a 
licensed contractor perform the road bore at.the customer's sole expense, provided "that the 
road bore arid all related work shaJI be in accordance with-Pluris Hampstead's standards. 

The above connection fees, and Road Bore Charge do not apply to future connections for 
which.prepaid coruiection fees have been received prior to the date of this Order. 

Bills Due: 

Bills Past Due: 

Return Check Fee: 

Billing Frequency: 

On billing date 

15 days after billing date 

$25.00 

Flat Rate.Residential Customers Shall be monthly for service in advance 

Metered Commercial Customers Shall be monthly for service in arrears 

Finance Charge for Late Payment: l % per month will be applied to the unpaid balance 
of all bills still past dµe 25 days af\er the billing date. 

Issued in Accordance with Authority Granted by the North Carolina Utilities Commission in 
Docket No. W-1305, Sub 12, on this the 13th day of November, 2020. 
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WATER AND SEWER - RATE INCREASE 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

NOTICE TO CUSTOMERS 
DOCKET NO. W-1305, SUB 12 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

APPENDIXB 

Notice is hereby give~rthat the North Carolina Utilities.Commission has issued an Order 
authorizing Pluris·Harnpstead, LLC,,to.iricrease sewer rates in its service areas in Pender C0Unty, 
North Car0lina. The new approved rates nre as,follows: 

Monthly Residential Flat Rate: 

Monthly Commercial Metered Rates: 
Base ch~ge, zero usage: 

<I" meter 
I" meter 
1.5'' meter 
2" meter 
4" meter 
6" meter 

Usage charge, per 1,000 gallbns 

ISSUED BY ORDER OF THE COMMISSION. 
This the 13th day of November, 2020. 

$ 82.50 

$ 23.50 
$ 58.75 
$ 117.50 
$ 188.00 
$ 587.50 
$1,175.00 

$ '16.50 

NORTH CAROLINA UTILITIES COMMISSION 
Janice H. Fulmore, Deputy Clerk 
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WATER AND SEWER - RA TE INCREASE 

CERTIFICATE OF SERVICE 

I, ------------------~ mailed with sufficient postage 

or hand delivered to all affected customers the attached Notice to Customers issued by the North 

Carolina.Utilities Commission in Docket No. W-1305, Sub 12, and the Notice was mailed or hand 

delivered by the date specified in the Order. 

This the __ day of _______ ~ 2020. 

By: 
Signature 

Name·ofUtility Company 

The above named Applicant; personally 

appeared before me this day and, being first duly sworn, says that the required Notice to Customers 

was mailed or hand delivered to aJI affected customers,.as required by the Commission Orderd.ited 

_______ in Docket No. W-1305, Sub 12. 

Witness my hand and notarial seal, this the ___ day of _______ ~ 2020. 

Notary Public 

Printed Name 

(SEAL) My Commission Expires: 
Date 
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SUB 487; E-7, SUB.828; E-7, SUB 1026; E-7, SUB 1146;,Order Approving EDPR Rider 
(06/15/2020) 

SUB 945; Order Cancelling Registration and ClosingDocket (08/17/2020) 
SUB 1032; Order Approving Modifications to Program (02/25/2020); Order Approving 

Program Modifications (10/13/2020) 
SUB 1055;Order Approving Program Modification (10/13/2020) 
SUB 1101; Order Accepting Registration of New Renewable Energy Facility (01/22/2020) 
SUB J215; Order Issuing Certificate and Accepting Registration for a New Renewable 

Energy Facility (01/13/2020) 
SUB 12_16; Order Issuing Certificate and Accepting Registration for a New Renewable 

Energy Facility (01/13/2020) 
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Duke Energy Progress,.LLC -- E-2, 
SUB 927; Order Approving Program Modifications (10/13/2020) 
SUB 953; Order Approving Modifications to Program (02/25/2020) 
SUB 1022; Order Approving Program Modification (,I 0/13/2020). 
SUB 1095D; E-7, SUB 1100D; G-9, SUB 682D; Order Approving Auditor and Requiring 

Procedural Schedule {02/24/2020); Order Approving Schedule for Audit Review w,d 
Comments (08/27/2020) 

SUB 1215; Order Granting Certificate of Environmental Compatibility and Public 
Convenience and Necessity (01/10/2020) 

New River Light a11d Power Compatiy, dlbla; Appalacl,ia11 
Stale U11iversity- E-34, SUB 50; Order Approving Purchased Power Adjustment and Coal Ash 

Cost Recovery Factor (02/17/2020) 
Western Caroli11a University - E-35, SUB 50;. Order Approving Purchased Power Cost Rider 

(02/17/2020) 

ELECTRIC _Miscellaneous 
Duke E11ergy Caro/i11as, LLC - E-7, 

SUB 11 00B; Order Accepting Financing Plan (02/04/2020) 
SUB 1236; &-2, SUB 1228; G-9, SUB 767; Order Granting AdditionalTemporaryWaivcrs 

of Specific Provisions of Commission Rules (03/20/2020) 
Duke Energy Progress, LLC - E-2, 

SUB 1053; Order Modifying the Schedule for Reporting Changes in Costs (01/16/2020) 
SUB 1159; E-7, SUB 1156; OrderApproving Pro Fonna PPA (01/24/2020) 
SUB 1167; E-7, SUB 1166; Order Allowing October 6 and 7, 2020 Installations to Apply 

to Solar Rebate Program Beginning on January 6;<2021 (11/25/2020) 

ELECTRIC·-- Rate Increase 
Dominion No_rth Carolina Power, ·d/bla; Virginia Electric & Power Co. - E-22, 

SUB 562; &-22SUB 577; E-22, SUB 578; &-22, SUB 579; Order Approving New Rates, 
Refund of Over-Recovery, and Notice to Customers of Change in Rates (08/26/2020) 

SUB 577; Amendment ·to Order Approving DSM/EE Rider and Requiring Filing of 
Proposed Customer Notice (02/17/2020) 

SUB 578; Order Approving REPS and REPS EMF Riders and 2018 REPS Compliance 
(01/24/2020) 

Duke Eniirgy·CarolinllS, LLC- E-7, 
SUB 1026; Order Approving EDPR Rider (06/15/2020) 
SUB 1146 Order Approving EDPR Rider (06/15/2020) 
SUB 1214; Order Denying Defem,I of Revenue (07/09/2020); Order Approving Public 

Notice of Interim Rates Subject to Refund and Financial Undertaking (08/06/2020) 
SUB 562; E-22, .SUB S66; Order Accepting Public Staff S~ipulation in 'Part, Accepting 

CIGFUR Stipulation, Deciding Contested Issues, and Granting Partial Rate Increase 
(02/24/2020); Order Deciding Motions for Rec6nsideration and Clarification, .and 
Requiring ImplementatioffofNew Rates (07/28/2020) 
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Duke Energy Progress, LLC -- E-2, 
SUB 1142; Order Waiving Cost of Service Studies Requirement (02/17/2020) 
SUB 1219; Order Granting In Part and Denying In Part Motion To Compel By Duke 

Energy Progress, LLC (05/12/2020) 
SUB 1219; Order Denying Deferral.of.Revenue(07/10/2020) 

Western Carolina University - E-35, SUB 51; Order Granting General Rate Increase and 
Accepting Stipulation (10/29/2020) 

ELECTRIC - Rate Schedules/Riders/Service Rules & Regulations 
Dominio,i-NOrtli Carolina Power, cVbla; Virginia Electric & Power Co. - E-22, 

SUB 577; Amendment fo Order Approving DSM/EE Rider and Requiring Filing of 
Proposed Customer Notice.(02/17/2020) 

Duke Energy Caro[i11as, LLC - E-7, 
SUB 1152; E-7, SUB 1146; Order Approving Job Retention Pilot Program True Up Rider • 

and Customer Notice (05/11/2020) 
SUB 1230;·Order Approving DSM/EE 0Rider and Requiring Filing of Proposed Customer 

Notice (12/11/2020) 
Duke Energy Progress, LLC --E-2, 

SUB 1094; Order Approving Modifications to Program (02/25/2020) 
SUB 1170; E-7, SUB I I 69; Order on Petition, for Approval to Reallocate Unreserved 

Capacity (03/02/2020) 
SUD 952; Order Approving Modifications to Program (02/25/2020) 
SUB 1142; E-7, SUB 1146; M-100, SUB 154; Order Granting Motion to Consolidate 

Annual AnaJysis Into Commission Rule R25-6 Annual Report (02/06/2020) 
SUB 1219; Order Denying Deferral ofRevenue (07/10/2020) 

ELECRIC -Salcffransfcr 
Duki!·Energy.Caro/b1as, LLC-E-,.7, 

SUB. 1079; Order Amending Certificate of Public ·Convenience and Necessity and 
Registration (01/15/2020) 

ELECRIC- Underground Damage Prevention 
Domf11io11 Nortl, Carolina Power, dlhla; Virginia Electric & Power Co. -- E-22, 

SUB 580; Order Imposing Penalty (01/03/2020) 
SUB 586; Order Imposing Penalty Upon Cutberto Rios the Penalty Recommended by the 

Underground Damage Prevention Review Board (12/14/2020) 
Duke Energy Caroli11as, LLC--ff-1, 

SUB 1217; Order Imposing Penalty Upon Sam Blizzard the Penalty Recommended by the 
Underground D~age Prevention Review Board (03/11/2020); Order Accepting 
Compliance Documentation and Closing Docket (04/08/2020) 

SUB 1218; Order Imposing Penalty Upon Diane Eckland the Penalty Recommended by 
the Underground Damage Prevention Review Board (03/10/2020) 

SUB 1219; Order Imposing Penalty Upon Moe Pierce the Penalty Recommended by the 
Underground Damage,Prevention Review Doard.(03/11/2020) 

SUB 1220; Order Imposing Penajty Upon Jose.Correa the Penalty Rec6rilmended by the 
Underground Damage Prevention Review Board (03/11/2020) 
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Duke E~ergy Carolinas, LLC -- E-7, (Continued) 
SUB 1221; Order Imposing Penalty Upon Bill·O. Hawes the Penalty Recommended by the 

Underground Damage Prevention Review Board (03/10/2020); Order Accepting 
Compliance Documentation and Closing Docket (04/23/2020) 

SUB 1222; Order Imposing Penalty Upon De!1Zil Wright the Penalty Recommended·by the 
Underground Damage Prevention Review-Board (03/10/2020) 

SUB 1223; Order Imposing.Penalty Upon Steve Vanderlip the Penalty Recommended by 
the Underground Damage Prevention Review Board (03/10/20_20) 

SUB_ 1224; Order Imposing Penalty Upon.Eddie Roscoe the Penalty Reconimended by the 
.Underground Damage Prevention Review Board (03/10/2020) 

SUB 1225; Order Imposing Penalty (01/03/2020) 
SUB 1239; Order Imposing Penalty Upon Kevih Christian·the Penalty Recommended-by 

the Underground_ Damage Prevention Review Board (12/14/2020) 

ELECTRIC COOPERATIVES 

ELECTRIC COOPERATIVE Certificate of Convenieitce/Necessify-and Registration 
Hall Solar NCEMC, LLC - EC-67, SUB 42; SP-22928, SUB 0; Order Requiring Filing of 

Verification, Transfering Application to New Docket" and Requiring Public Staff 
Recommendation.(04/17/2020) 

Laudie Brown Solar NCEMC, LLC -- EC-67, SUB 43; SP-22927, SUB 0;'Order Requiring Filing 
of Verification, Transfering Application to New Docket and Requiring 'Public .Staff 
Recommendation (04/17/2020) 

Member EMC Solar Six, LLC- EC-67, SUB 45; SP-22930, SUB 1;.Order-Requiring Publication 
of Notice and Transferring Application to N~w Docket (04/06/2020) 

Old Cedar Solar NCEMC, LLC -- EC-67, SUB 44; SP-22929,.SUB 0; Order Requiring Filing of 
Verification, TranSfering Application to· New Docket and Requiring Public Staff 
Recommendation (04/17/2020) 

ELECTRIC GENERATOR LESSOR 

ELECTRIC GENERATOR LESSOR-Certificate 
First AVe11ue.E11ergy, LLC--EGL-3, SUB 0; Order Granting Certificate of Authority to Engage 

in· Business as an Electric Generator Lessor (04/29/2020) 
So/farm Solar Co. -- EGL-5, SUB 0; Order ·Granting Certificate of Authority to· Engage in 

Business as an Electric Generator Lessor (08/26/2020) 
Sunwealt/1 Power Inc. - EGL-8, SUB 0; Order,Granting Certificate of Authority lo' Engage in 

Business-as an Electric Generator Lessor (12/14/2020) 
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ELECTRIC MERCHANT PLANTS 

ELECTRIC MERCHANT PLANTS Certificate 
Camden Solar LLC--Erv_lP-109, 

SUB 0; Order AllowingLimitedConslruction with Conditions{06/23/2021) 
SUB 0; SP.:.8831, SUD ·0; Order Issuing Certificate for Merchant Generating Facility 

(09/14/2020) 
Friesia11 Holdi11gs, LLC -- EMP-105_, SUB O;· Order Denying-Certificate of Public Convenience 

and Necessity for Merchant,Generating Facility (06/11/2020) 
Halifax County SOiar LLC' -- ~MP.:.107, SUB 0;· Order Issuing Certificate for Merchant 

Generating Facility (06/11/2020) 

ELECTRIC MERCHANT ·PLANTS-Certificate of Convenience/Necessity and 
Rcgistrntion 

Edgecombe Solar LLC -~ EMP-101, SlJJ3 0; Order Issuing Certificate for Merchant Generating 
Facility (11/13/2020) 

Fern Solar, LLC -- EMP-104, SUB O; Order Issuing Amended Certificate for Merchant 
Generating Facility (03/16/2020) 

NATURAL GAS 

NATURAL GAS Adjustnicnts of Rates/Charges 
Frontier: Natural Gas Comp_any, LLC.-- G-40, 

SUB 1·55; Order Gran.ting.Waiver and Allowing Rate Changes Effective March 1, 2020 
(02/25/2020) 

SUB 157; Order Allowing Rate Changes Effective September 1, 2020 (09/01/2020) 
SUB 159; Order Allowing Rate Changes Effective January 1, 2021 (12/21/2020) 

Piedmont Natural Gas Compally, Inc. -- G-9, 
SUB 752; Order on Annual Review of Gas Costs (01/31/2020) 
SUB 765; Order Approving Rate Adjustments Effective March I, 2020 (02/25/2020) 
SUB'768;•Order Approving Rate Adjustments Effective April 1,.2020 (03/24/2020) 
SUB 774·;.G:-9, SUB 775; Order Approving Rate Adjustments Effective·November 1, 2020 

(10/26/2020); Errata (10/30/2020) 
Public Service-Company of North Carolina, I11c. -- G-5, 

SUB 608; Order on Annual Review of Gas Costs (01/07/2020) 
SUB 618; Order Approving Rate Adjustments Effective April 1, 2020 (03/24/2020) 
SUB.622; Order on Annual Review of Gas Costs(12/01/2020) 
SUB 624; Order Approving Rate Adjustments Effective September 1, 2020 (09/01/2020) 
SUB 616; Order Approving Rate Adjustments Effective March 1, 2020 (02/25/2020) 
SUB 624; Order Approving Rate Adjustments Effective September 1, 2020 (09/01/2020) 

Toccoa Natural Gas-- G-41,"SUB 54; Order on Annual Review of Gas Costs (01/03/2020) 

1310 



INDEX OF 
ORDERS AND DECISIONS LISTED 

NATURAL GAS -- Certificate 
Piedmont Natural Gas Compa1Jy, Inc. - G-9, SUI3 778; Order Granting Authority to Issue and 

Sell Securities (12/23/2021) 
Public Service Company of NC, I11c. - G-5, 

SUB 606; Order Approving Participation in Pilot Program With Conditions 
(04/01/2020) 

SUB; 620; Order Authorizing Construction and Operatioffof Pipeline (05/15/2020) 
SUD 626; Order·Approving Rate Changes Effective November 1, 2020 (10/26/2020) 

NATURAL GAS - Contract/Agreements 
Piedmont Natural Gas Company, Inc. -- G-9, 

SUB 654; Order Allowing Amended Agreement to Become Effective (05/14/2020) 
SUB 666; Order Approving Agreement (07/21/2020) 
SUB 699; Order Approving Second Amendment to Agreement (06/11/2020) 
SUB 654; Order Allowing Amended Agreement to Become Effective (05/14/2020) 
SUB 692; Order Allowing Amended Agreement to Become Effective (04/27/2020) 
SUB 709; Order Allowing Amended Agreement to Become Effective (04/27/2020) 
SUB 722; Ailthorily to Opetate Under Second Revised Agreement and Requiring Public 

Staff Action (04/20/2020); Order Extending Interim Authority to Operate Under 
Second Revised Agreement(07/20/2020) 

SUB 745; Order Allowing Agreement to Become Effective (04/28/2020) 
SUB 750; Order Allowing Agreement to Become Effective (04/21/2020) 
SUB 753; Order Allowing Amended Agreement to Become Effective (04/24/2021) 

Public Service Compa11y of Nortll Caroli11a, Inc. -- G-5, 
SUB 619; Order Accepting Affiliate Agreements for~ Filing and Pcnnitting Operation 

Thereunder Pursuant to N. C. Gen. Stat§. 62-153 (04/23/2020) 
SUB 621; Order Approving Agreement with Conditions (06/11/2020) 

NATURAL GAS - Complaint 
Piedmo11t Natural Gas Company, Inc. - G-9, SUD 747; Recommended Order Dismissing 

Complaint (05/12/2020); Order Overruling Exceptions and Aflinning Recommended 
Order (06/22/2020) 

NATURAL GAS- Filings Due,Pcr Order 
Public Service Company of Nortll Caroli11a, l11c. -- G-5, 

SUB 614; Order Granting Authority to Issue and Sell Securities (02/13/2020) 

NATURAL GAS -- Merger 
Public Service ComG-5, SUB 585; Order Approving Waiver of Code of Conduct Provision 
(10/13/2020) 
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NATURAL GAS • Miscellaneous 
Align Rt}newable Natural Gas- G-9, SUB 764; Order Approving Participation in Pilot Program 

W-ilh Conditions 04/03/2020; G-9 Sub 764 Order Approving Agreement with Conditions 
06/04/2020 

Fro11der Natural Gas Company G-40 Sub 153 Order on Annual Review or Gas Costs 06/30/2020 
Public Service Company of Nord, Caroli,,a, Inc. - G-5, SUB 625; Order Approving Rate 

Adjustments Effective October I, 2020 (09/29/2020) 

NATURAL GAS- Rate Increase 
Piedmont Natural Gas Company, Jnc. - G-9, 

SUB 743; G-9, SUB 776; Order Approving Extension or Rate Decrement Reflecting 
Federal Income Tax Refund (10/27/2020) 

SUB 743; G-9, SUB· 776; ·G-9, SUB 777; Order Approving Rate Adjustments Effective 
December I, 2020 (12102/2020) 

SUB 769; Order Approving Rate Adjustments Effective June I, 2020 (05/28/2020) 
Public Service Compa11y of Nort/1 Caroli11a, Inc. -- G-5, SUB 565; Order Approving Extension 

of Integrity Management Tracker (08/10/2020) 

NATURAL GAS - Rate Schcdule/Ridcrs/Ser:vicc Rules and Regulations 
Cardi11a/ Pipe/in~ Compa11y,.LLC-- G-39, SUB 44; Order Approving Fuel Tracker and Electric 

Power Cost Adjustment (03/26/2020) 

NATURAL GAS - Reports 
Frontier Natural Gas Company - G-40, SUB 150; G-40, SUB 153; Order Transferring 

Application for Annual Review ofGas Costs to New Sub Docket (01/03/2020) 

NATURAL GAS - Underground Damage Prevention 
Piedmont Natural Gas Company,- Inc. G-9, 

SUB 760; Order Imposing Penalty Upon John ·Craven the Penalty Recommended by the 
Underground Damage Prevention Review Ooard (03/09/2020) 

PAYPHONES 

PAYPHONES Cancellation of Certificate 
ComApp Teci,nologies, LLC-SC-1825, SUB I - Order Canceling Certificate (04/02/2020) 
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RENEWABLE ENERGY THERMAL 

RENEWABLE ENERGY HERMA I, Filings Due Per Order 
Gaston Cou11ty Scl,oo/s- RET-27, SUB 0; Order Revoking Registration of Renewable Energy 

Facilities and New Renewable Energy Facilities (02/26/2020) 
Midtow11 Development Associates, LLC -- RET-35, SUB 0; Order Cancelling Registration and 

Closing Docket (05/27/2020) 

SMALL POWER PRODUCERS 

SMALL POWER PRODUCERS - Certificate 
Apex Solar, LLC -- SP-11723, SUB 0; Recommended Order Amending Certificate 

(09/09/2020) 
Cliffside Mills Hydroeleclric Ge11erating Facility--SP-147, SUB 0; Order Amending Certificate 

of Public Convenience and Necessity (0I/08/2020) 
Garisol Farm, LLC- SP-9821, SUB 0; Order Al_lowing Withdrawal of Application and Closing 

Docket (03/24/2020) 
Healing Spri11gs Solar, LLC -- P-19877, SUB 0; Order Issuing Certificate (03/09/2020) 
Sugar Solar, LLC - SP-I 1728, SUB 0; Order Issuing Amended Certificate (05/28/2020) 

ORDER CANCELING REGISTRATION AND CLOSING DOCKET 
Orders Issued 

Company 
Caswell Solar, LLC 
Daniel Solar, LLC 
ESA Goldsboro NC Pl1ase 2, LLC 
Eastway Solar, LLC 
Saxapa/,aw Solar, LLC 
Stagecoach Solar Farm, LLC 
Tumer Smit/, Solar, LLC 
WJ,itevi//e Solar, LLC 

Docket No. 
SP-4280, SUD 0 
SP-5265, SUB 0 
SP-7487, SUB0 
SP-7737, SUB 0 
SP-7736, SUB 0 
SP-7734, SUB 0 
SP-5245, SUB 0 
SP-5577, SUD 0 
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SMALL POWER PRODUCERS-Certificate (Continued) 

ORDER ISSUING CERTIFICATE 
Orders Issued 

Company 
Grissom Solar, LLC 
Solar Pack NCJ, LLC 
Solarpack NC2, LLC 

Docket No. 
SP-17341, SUB 0; 
SP-24720, SUB 0 
SP-24721, SUB 0 

Date 
(05/11/2020) 
(11/18/2020) 
(11/18/2020) 

SP-8331 Sub 0 Order Issuing Certificate for Merchant Geherating Facility 09/14/2020 

SMALL POWER PRODUCERS - Filings Due Per Order 
Apple, Inc. - SP,1642, 

SUB 0; SP-1642, SUB 6; SP-29052, SUB 0; Order Transferring Certificate of Public 
Convenience and Necessity (12/21/2020) 

SUB 2; SP-1642, SUB 7; SP-29052, SUB 2; Order Transferring Certificate of Public 
Convenience and Necessity (12/21/2020) 

SUB 4; SP-1642, SU!l 5; SP-29052, SUB 1; Order Transferring Certificate of Public 
Converiicncc and Necessity (1'2J21/2020) 

Avalon Hydropower, LLC-SP-130, SUB I; Order Amending Certificate of Public Convenience 
and Necessity and Registration (01/08/2020) 

Chickenfoot Solar, LLC - SP-46 I 6, SUB O; Order Renewing Certificate (04/16/2020) 
City of Asl,evi/le -- SP-17215, SUB I; Order Allowing Withdrawal of Application and Closing 

Docket (06/15/2020) 
Fresh Air Energy II, LLC -- SP-2665, 

SUB 42; Order Allowing Withdrawal of Application, Cancelling CPCN and Registration, 
and Closing Docket (04/23/2020) 

SP-2665 Sub 55; SP-25812, SUB 0; Order Transferring Certificate of Public Convenience 
and Necessity and Registration (08/18/2020) 

Fresh Air Energy XI, LLC -- SP-3557, SUB 0; Order Allowing Withdrawal of Application, 
Cancelling CPCN and Registration, and Closing Docket (04/23/2020) 

Hayes Solar, LLC - SP-7011, SUil-0; Order Amending Certificate of Public Convenience and 
Necessity and Registration (05/27/2020) 

Ingram Farm, LLC - SP-9015, SUB 0Order Allowing Withdrawal of Application, Cancelling 
CPCN and Registration, and Closing Docket (04/23/2020) 

Madison Solar, LLC -- SP-6061, SUB 0; Order Cancelling Registration and Closing Docket 
(04/08/2020) 

Monroe Solar~ LLC-- SP-7009, SUB 0; Order Allowing Withdrawal of Application, Cancelling 
CPCN and Registration, and Closing Docket (04/07/2020) 

Orion Renewable Resources LLC - SP-13695, SUB 0; SP-23286, SUB 0; Order Transferring 
Certificate of Public Convenience and Necessity and Registration (05/15/2020) 
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SMALL POWER PRODUCERS Filings·Due Per Order (Continued) 
Qutiil Holdi11gs; LLC -- SP-8135, SUB' 0; Order Issuing Amended ,_Certificate and Accepting 

Amended Registration of New Renewable Energy Facility-(09/29/2020) 
Ruff Solar, LLC - .SP-5754,. SUB 0; Order Amending Certificate of Public Convenience and 

Necessity and Registration (06/15/2020) 
Soltage, LLC .:.. SP-7013, .SUB 0; 'Order Amending Certificate o_f Public Convenience and 

Necessity and Registration (02/06/2020) 
Spring Hope So/0.r 2, - SP-4440, SUB 0; Order Renewing Certificate (04/16/2020) 
Van Buren.So/ar,.LLC -- SP-7013, SUB 0; Order Amending Certificate of Public·Convenience 

and Necessity and Registration (02/06/2020) 

ORDER ACCEPTING REGISTRA TJON OF 
NEW RENEWABLE ENERGY FACILITY 

Orders lssued 

Company 
AGA TAG Solar lll, LLC 
Allendale Biomass, LLC 
Anderso11 Solar Farm, LLC 
ATOOD Solar JJI, LLC 
Bluebird-Solar LLC 
Cardinal·Solar, LLC 
Clterry Blossom Solar, LLC 
Crown Solar Center, LLC 
Dorchester Biomass, LLC 
Faye_tteville Public Works·Commission 
lNGENCO Wltolesale Power, LLC 
Landysl1ade·Mulcl, Products 
Legacy Biog~, LtC 
Lime/iglit Solllr 11, LLC 
Ludie·Brown·Solar LLC 
Midlands Solar,.LLC 
Old Cedar Solar LI£ 
Rayonier Performai1ce·Fibers, LLC 
Solar ProjectCo Ln,1dlord, L'LC 
Solar ProjectCo I I Landlord, LLC 
Stiite of N.C, DepL of Natwal and 

Cultural Re.sources 
TWE Bowman Solar PriJject, LLC 
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Docket No. 
SP'20243, SUB 0 
SP-19533, SUB 0 
SPC23193, SUB 0· 
SP-20198, SUB0 
SP-21899, SUB 0 
SP-23395, SUB 0 
SP,21961, SUB 0 
SP-22995, SUB 0 
SP-21606,,SUB 0 
SP-12717, SUB I 
SP-9730, SUB 0 
SP-22398, SUB 0 
SP-4131, SUB 2 
SP-20241, SUB0 
SP,9358, SUB I 
SP-23108, SUB 0 
SP-9360, SUB 1 
SP,25553, SUB 0 
SP-23191, SUB 0 
SP-23192, SUB 0 

SP-17249, SUB 0 
SP,27549, SUB0 

'· 

Date 
(01/21/2020) 
(02/27/2020) 
(07/23/2020) 
(01/21/2020) 
(03125/2020) 
(07/13/2020) 
(03/25/2020) 
(07/27/2020) 
(02/27/2020) 
(04/02/2020) 
(07/08/2020) 
(04/01/2020) 
(04/01/2020) 
(01/21/2020) 
(01/02/2020) 
(07127 /2020) 
(01/02/2020) 
(12/02/2020) 
(07/23/2020) 
(07/23/2020) 

(05/27/2020) 
(12/15/2020) 
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SMALL POWER PRODUCERS- Filings Due Per Order (Continued) 

ORDER ALLOWING WITHDRAWAL OF APPLICATION, 
CANCELLING CPCN AND REGISTRATION, AND CLOSING DOCKET 

Orders Issued 

Comp::my 
Amigo Ftum, LLC. 
Badger Hill Solar, LLC 
Eisenlwwer·Farm, LLC 
Highway 16 Farm, LLC 
Mastiff Solar, LLC 
Slider Solar, LLC 
Tubbs Farm, LLC 
Verona Solar, LLC 

Docket No. 
SP-4293, SUB 0 
SP-8272,.SUD 0 
SP-8223, SUB 0 
SP-7422, SUB 0 
SP-8190, SUB 0 
SP-7625; SUB 0 
SP-4531, SUD 0 
SP-8182, SUB 0 

Date 
(05/14/2020) 
(06/12/2018) 
(05/14/2020) 
(05/14/2020) 
(05/14/2020) 
(09/21/2020) 
(05/14/2020) 
(05/14/2020) 

NTE Caroli11as Solar, LLC - SP-8744- Sub 0; Order Allowing -Withdrawal of Application, 
Canceling CPCN and Registration, and-Closing Docket (12/09/2020) 

ORDERCANCELLING REGISTRATION 
AND CLOSING DOCKET 

Company 
Blue.Tick Solar, LLC 
Ctilifornia Energy-Dairy #1, UC 
California Energy Dairy #1, LLC 
California•Energy Dairy #14, LLC 
Red Cedar Sol~r, LLC 
C!,arity SOiar Farm, LLC 
Fresl, Air Energy XXXV,.UC 
Ludie Brown Solar, LLC 
Airlie Solar Farm 

Orders Issued 

DockClNO. 
SP-9097, SUB 0. 
SP-3714, SUDO 
SP,3715, SUB 0 
SP-5016, SUB 0 
SP-5240, SUB 0 
SP-7104, SUB 0 
SP-4898, SUB 0 
SP-9358; SUB 1 
SP-6696, SUB 0 

Date 
(08/27/2018) 
(08/2712020) 
(08/2712020) 
(10/06/2020) 
(12102/2020) 
(12115/2020) 
(08/2712020) 
(02128/2020) 
(12123/2020) 

Aque11ergy Systems, /11c.SP-451 Sub 2 Order Canceling Registration and Accepting 
Registration of New Renewable Energy Facility (11/06/2020) 

Align RNG Magnolia, LLC - SP-1103, SUB 0; SP-25630, SUB 0; Order Canceling Registration 
Closing Docket and Accepting Registration of New Renewable Energy Facility 
(ll/06/2020) 

RESAg-DM 4-3, LLC; SP-1106, SUB 0; SP-25630, SUB I; Order Canceling Registration Closing 
Docket and Acceptirig Registration of New Renewable Energy Facility (11/06/2020) 

Was/1i11gton Solar, LLC -- SP-6053, SUB 0; Order Renewing Certificate (11/02/2020) 
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SMALL POWER PRODUCERS- Filings Due Per Order (Continued) 

ORDER ISSUING AMENDED CERTIFICATE 
Orders Issued 

Company 
ATOOD Solar JV, LLC 
Broad River Solar, LLC 
Fresl, Air Energy II, LLC 

Fresll Air Energy XXXVII, LLC 
Harrison Solar, LLC 
Hertford Solar Power, LLC 
Lick Creek Solar, LLC 
Lo11gleaf Pine Solar, LLC 
Overl1ill Solar, LLC 
Pe/l,am Solar, LLC 
Plott Hou1td Solar, LLC 
Railroad Solar Farm, LLC 
Sweet Te11 Solar, LLC 
Williams Solar, LLC 
Yadkin Solar Farm, LLC 
1045 Tomlin Mill Solar, LLC 
1073 Onslow Solar, LLC 
Coogee Solar, LLC 

Docket No. 
SP-8420,.SUB 0 
SP-16480, SUil 0 
SP-2665, SUB 4 
SP-2665, SUB 41 
SP-4891, SUB 0 
SP-4900, SUB 0 
SP-7012, SUB 0 
SP-11191, SUB 0 
SP-8741, SUB 0 
SP-8216, SUil 0 
SP-8174, SUB 0 
SP-8746, SUil 0 
SP-8218, SUil 0 
SP-4667, SUB 0 
SP-8250, SUB 0 
SP-8274, SUB 0 
SP-7950, SUB 0 
SP-8407, SUB 0 
SP-8616, SUB 0 
SP-7920, SUB 0 

ORDER ISSUING CERTIFICATE AND.ACCEPTING 
REGISTRATION OF NEW RENEWABLE 

ENERGY FACILITY 

Company 
Bear Branc/1 Solar LLC 
BNRG-NCJ Ahoskie South, LLC 
BNRG-NC4 Ahoskie North, LLC 
BNRG-NC5 Ahoskie West, LLC 
Frc$h Air E11ergy II, LLC 

(Rutherford County) 
Hall Solar NCEMC, LLC 
Horne/ Solar LLC 
Hu11ters Cove Solar LLC 
Ludie Brown Solar NCEMC, LLC 

Orders Issued 
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Docket No. 
SP-22330, SUB 0 
SP-26175, SUB 0 
SP-26176, SUB 0 
SP-26177, SUB 0 

SP-2665, SUB 55 
SP-22928, SUB 0 
SP-22329, SUB 0 
SP-22331, SUB 0 
SP-22927, SUB 0 

Date 
(I 0/19/2020) 
(07/21/2020) 
(12/08/2020) 

(I 1/24/2020) 
(08/11/2020) 
( I 0/13/2020) 
(08/20/2020) 
(0 I /24/2020) 
(08/11/2020) 
(02/25/2020) 
(01/24/2020) 
(10/26/2020) 
(03/13/2020) 
(01/24/2020) 
(01/24/2020) 
(04/02/2020) 
(02/17/2020) 
(05/04/2020) 

Date 
(07/21/2020) 
(10/13/2020) 
( I 0/13/2020) 
(10/13/2020) 

(07/21/2020) 
(05/04/2020) 
(05/12/2020) 
(08/20/2020) 
(05/04/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

SMALL POWER PRODUCERS Filings Due Per Order (Continued) 

ORDER ISSUING CERTIFICATE AND ACCEPTING 
REGISTRATION OF NEW RENEWABLE 

ENERGY FACILITY 
Orders Issued (Continued) 

Company 
Member EMC Solar Five, LLC 

(Sampson County) 
(Greene County) 
(Wake County) 
(Hyde County) 

Member EMC Solar Six, LLC 
Member EMC Solar Six, LLC 

(Spencer Meadow Rd., Randolph Co.) 
(Lowe Co. Rd., Randolph County) 

NCJ Ahoskie Central, LLC 
NC6 Al,oskie East, LLC 
Okra Holdings, LLC 
Old Cedar Solar NCEMC, LLC 
Oriden,LLC 
Orion Renewable-Resources LLC 
Scout Solar, LLC 
Wilkes Solar, LLC 

Dockct·No. 

SP-25199, SUB 0 
SP-25199, SUB 2 
SP-25199, SUB 3 
SP-25199, SUB 4 
SP-25199, SUB I 

SP-22930, SUB 0 
SP-22930, SUB I 
SP-26178, SUB 0 
SP-26 I 82, SUB 0 
SP-26028, SUB 0 
SP-22929, SUB 0 
SP-25796, SUB 0 
SP-13695, SUB 0 
SP-24887, SUB 0 
SP-20162, SUB 0 

SMALL POWER PRODUCERS- Miscellaneous 

(12/15/2020) 
(12/15/2020) 
(12/15/2020) 
(12/15/2020) 
' (12/15/2020) 

(06/15/2020) 
(07/14/2020) 
(10/13/2020) 
(10/19/2020) 
(10/13/2020) 
(05/04/2020) 
(11/18/2020) 
(01/24/2020) 
(10/26/2020) 
(09/10/2020) 

1045 Tomli,i Mill Solar, LLC; -- SP.:.8407, SUB· 0; Order Allowing Limited Construction With 
Conditions 01/30/2020 

TRANSPORTATION 

TRANSPORTATION -Cancellation of Certificate 
A-I Clean Up & Movers, Inc_ --T-4142, SUB 13; Order Canceling Certificate (11/24/2020) 
BZB, UC, dlb/a Haulmi--T-4195, SUB I; Order Canceling Certificate (12/31/2020) 
Fox Brotliers of B0011e, htC- - T-1208, SUB 14; Order Canceling Certificate (07/01/2020) 
Gene Ferguson Movhig Company, Inc. --T-4243, SUB 10; O_rder Rescinding Order Canceling 

Certificate of Exemption (Gene Ferguson Moving) (08/17/2020) 
L & J Tra11sportation Companies, /11c., d/bla L & J Movi,,g a,id Storage Raleigl, ~-, T-4547, 

SUB 8; Order Canceling Certificate (08/14/2020) 
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INDEX OF 
ORDERS AND DECISIONS LISTED 

TRANSPORTATION - Canccllatiori Of-Certificate (Continued) 
Matthews Movfng Systems, J,ic. -- T-29~5. SUB 13; Order Canceling-Certificate (l'l_/04/2020) 
Movi11g Kings NC,.LLC --,T-4770, SUB I; Order Canceling Certificate (I 1/24/2020) 
Nic/,-olas Todd Enterpi-isi!s, dlb/a MiJuntain Area Movers -- T-4687, SUB 5; Order Canceling 

Cer)ificate (01/08/2020) 
Parks MiJvi11g & Storage, Inc. --T-4197, SUB 10; Order Canceling Certificate (09/14/2020) 
Paco Anh'e.- LLC, dlb/a Trunk Moving Co. -- T-4670, SUB ·2; Order Canceling Certificate 

(0 l/03/2020) 
Ray Moving & Storage, Inc., __ T-430 r, SUB IO; T-100, SUB 112 - Order Rescinding Suspension 

Order and Canceling Certificate ofExemption (06/10/2020) 
Sasser Companies Inc. - T-4662, SUB 4;, Order Canceling Certificate (08/19/2020) 
Staley's MQvi11g Vans, alb/a; Donilld. Iosep!, Slaley - T:.2300, SUB 8; Order Canceling 

Certificate (03/03/2020) 
T & J Hunks, LLC, dlbla College Hunks Hauling Jullk & Moving - T-4808, SUB 1; 'Order 

Canceling Certificate (I lll 6/2020) 
485Movers, Inc. --T-4709, SUB 2; Order Canceling Certificate (08/17/2020) 

TRANSPORTATION--" Common Carrier,Certificate 

ORDER GRANTING APPLICATION FOR CERTIFICATEOF EXEMPTION 
Orders Issued 

Company 
Beaty Brotlters Moving, LLC 
BZB,.LLC, d/b/a Hali/mi 
Capital Movitig & Storage, LLC 
Capital Relocatio11 Group, LLC 
Caroli11a Pa_ck N Go Professio11al Movers, LLC, 

dlb/a,· Justin Heat/, Parris 
Cl,ristopl,er Bernard Howell 
Distinctive Moving and Storage, LLC 
Dogwood Moving, LLC 
Fox Moving a11d Storage of Cliarlotte; LLC, 

d/h/a Fox Moving and Storage 
Grims!,aw,.Grimshaw, Griffith & Sl,one, LlC, 

dlb/a H. U.N.K.S. of Central Piedmont 
Movi11g Kings NC, LLC 
Moving Made Easy 
Ramsey Legacy, LLC-
T ~ J Hunks, LLC, dlb/a College H.U.N.K.S. 

Hauli11g Junk & Moving 
Totes On-Demand, LLC 
Two Twins and A Truck, LLC 
Venture 2134, Inc., dlb/a College Hu11ks 

Hauli11g Junk & Moving ofAs!,eville 
9/9 Quick Moves,,d/b/a;. Corey Dwayne Jeffreys 
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Docket No. 
T-4794, SUB 0 
T-4795, SUB 0 
T-4796, SUB0 
T-4786, SUB.0 

T-4803, SUB 0 
T-4318, SUB4 
T-4788, SUB 0 
T-4789, SUB 0 

T-4790, SUB0 

T-4804, SUB 0 
T-4770,.SUB 0 
T-4791, SUB.0 
T-4824, SUB 0 

T-4808, SUB 0 
T-4787, SUB 0 
T-4809, SUB 0 

T-4807, SUB 0 
T-4782, SUB 0 

Date 
(03/13/2020) 
(04/27/2020) 
(05/01/2020) 
(01/23/2020) 

(07/31/2020) 
(08/24/2020) 
(02/19/2020) 
(02/1'1/2020) 

(03/04/2020) 

(07/13/2020) 
(05/26/2020) 
(04/06/2020) 
(11/24/2020) 

(08/19/2020) 
(02/19/2020) 
(10/06/2020) 

(07/29/2020) 
(01/24/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

TRANSPORTATION - Common'CHrrier Certificate (Continued) 
A & M'Friend/y·Movers, LLC--T-4810, SUB.0; .Order Qranting Application for Certificate of 

Exemption (12/21/2020) 
Advanced Moving, LLC -- T-4822, SUB 0;- Order Granting Application for Certificate of 

Exemption (1'1/23/2020) -
All MdVes, uc· -- T,-4812_1_ SVB- 0; Order Granting .Application. for Certificate of Exemption 

(08/31/2020) 
Apartt'7,ent Movers of t!,e Carolinas, LLC.- T-4800, SUB 0; Order Granting Application for 

Certificate ofExemption (06/12/2020) 
Coastal Lugging of NC LLC ,_ Tc4793, SUB O; Order Granting Application for Certificate of 

Exemption (04/29/2020) 
K&B Movers, LLC-- T-4797, SUB 0; Order-Granting Application for .Certificate of Exemption 

(09/24/2020) 
Maratl,on Mo11i11g- Compally, Inc. -- T~4590, SUB 0; Order Approving Sale and, Transfer 

·(11/16/2020) 
Midwest M0Vi11g COmpa11y, LLC---T-4825, SUB 0; Order Granting Application. for Certificate of 

Exemprion(12/07/2020) 
Patriot Movi,1g.oftlle Carolina.s T-481 l, SUB 0; Order Granting Application for Certificate of 

Exemption (09/22/2020) 
Quick Moves -- T-4782, SUB 0; Order 'Granting Application for Certificate o_f Exemption 

(01/24/2020) 
Re11t A Vet, LLC -- T-4823, SUB .0; Order Granting Application for·Ceitificate of Exemption 

(12/14/2020) 
Rodden Ventures, LLc,:.d/b/a totablt!-T-4798, SUB O; T-4671', SUB 3;,OrderAppnJVing Sale 

and Transfer and Approving Name Change (05/01/2020) 
Toby's Muving·a11Uilauli1Jg,.LLC-T-4806, SUB O; Order Granting Application for Certificate 

of Exemption(07 /20/2020) 
Your Budget Movers, LLC -- T-4821,. SUB O; Order Granting Application for Certificate of 

Exemption (11/19/2020) 

TRANSPORTATION-MisCellaneous 
Grouvy Movi11g, LLC -- T-4652, SUB 2; Order C~celing Show Cause Hearing and Granting 

Petition to Cancel Certificate (02/24/2020) 
Rates-Truck.-- Tc825, SUB 354; Order Approving Fuei'Surcharge (01/06/2020) 
Rates-Truck - T-825, SUB 355; Order Approving Fuel Surcharge (01/06/2020); (02/03/2020); 

(03/02/2020); (04/06/2020); (05/04/2020); (06/01/2020); (07/06/2020); (08/03/2020); 
(08/31/2020); (10/05/2020); (11/02/2020); (ll/30/2020) 
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TRANSPORTATION - Name Change 
American StraJegic Enterprises, Inc. --· T-3245. SUB 14; T-3245, SUB 18; Order Lifting 

Authorized Suspension and Approving Name Change(l2/14!2020) 
Best Bet Moving and Labor,, LLC -· T-4528, SUB 5; Order Approving Name Change 

(08126/2020) 
Dependable Movers, d/b/a; Family of Movers~ LLC--T-4761, SUB I; Order Approving.Name 

Change,(09/23/2020) 
Miracle Movers of the Triad, LLC -- T-4696, -SUB 2; Order Approving 'Name Change 

(09/1 1 /2020) 
Suddath Movi,ig and Log/sties - T-4392, SUB 10; Order· Approving Name Change 

(05/08/2020) 

TRANSPORTATION Suspension 
A & A Movi11g, d/b/a; Pitt MoYers, lni: .. -- T-2939, SUB 11;. Order Granting Authorized 

Suspension (06/05/2020) 
Strong Moving .Compally, d/h/a; Sonya· Yolilnda Wright -- T-4682, SUB 1 ;_ Order Granting 

Authorized Suspension (06/0212020) 

TELECOMMUNJC~ TIONS 

TELECOMMUNICA TJONS -.Cancellation of Certificate 
Coninwn Poin~ LLC-- P-1544, SUB 1; Order Canceling Certificate (03/25/2020) 
CTI Fiber Services, LLC-- P-1619, SUB I; Order Canceling Certificate (09/23/2021) 
T"ele'Circuit Network GorpOratio11 -- P-1-259, -~ 

SUB 3; Order Canceling Certificates (03/25/2020) 
SUB 3; P-100, 'SUB 133C; Order Canceling Tele Circuit Network Corporation's 

Designation as an Eligible Telecommunications Carrier (10/23/2020) 
UNICOM Communications, LLC -- P-652, SUB 0; P-652, SUB I; P-652, SUB 2; Order 

Canceling Certificates (01/21/2020) 
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TELECOMMUNICATIONS~ Certificate 

Company 
Airw.avzSo/utions, Inc. 
Altaworx, LLC 
EMPOWER Teleco,n, l11c. 

Metro Fibernet, LLC 
O,iepat/1 Systems, LLC 
Simwood, J11c. 

LOCAL CERTIFICATE a11d 
LONG DISTANCE CERTIFICATE 

Orders Issued 

Docket No. 
P-1630,'SUB 0 
P-1626, SUB 0 
P-1629, SUB 0 
P0 1629, SUB 1 
P-1634, SUB 0 
P-1624, SUB 0 
P-1633 SUB 0 
P-1633, SUB 1 

Airwav. So/uti011s, Inc. - P-1630, SUB O; Errata Order (07/22/2020) 

TELECOMMUNICATIONS - €ontracUAgreements 

·ORDER APPROVING AGREEMENT(s) a11d 
ORDER APPROVING AMENDMENT(s) 

Orders Issued 

Bel/Soudi Telecommwiications, LLC;.dlb/aAT&T North Caroli11a-P-55, 
SUB 1460 (Matrix Telecom, LLC) (11/17/2020) 
SUB 1467 (ACN Communications, Inc) (10/13/2020) 

Date 
(07/17/2020) 
(05/26/2020) 
(02/27/2020) 
,(02/11/2020) 
(06/26/2020) 
(10/30/2020) 
(07/17/2020) 
(07/17/2020) 

SUB 1586 Metropolitan Telecommunii::ations of North Carolina, Inc.) (12/21/2020) 
SUB 1633 (IDT America, Corp) (12/21/2020) 
SUB 1721; P-55,'SUB 1922 (GC Pivotal, LLC, dib!a Global Capacity) (H/18/2020) 
SUB 1772 (Peerless NetworkofNorth Carolina, LLC) (10/06/2020) 
SUB 1791 (BCMOne, Inc,) (09/29/2020) 
SUB 1807 (Bullseye Telecom, Inc.) (09/18/2020); (10/06/2020) 
SUB 1573 (BCN Telecom., Inc,) (08/11/2020) 
SUB 1628 (Te/Cove Operations, LI;C) (09/29/2020) 
SUB 1633 (IDT America, Corp.) (09/29/2020) 
SUB.1636 (NOS Communications, Inc.) (08/11/2020) 
SUB 1647 (Town of Pineville, dlbla'PTC Communications) (10/06/2020) 
SUB 1721 (GC Pivotal, LLC, dlbla/Global Copacity)(08/I W020) 
SUB 1726 (Level 3Telecom of North Carolina, LP} (09/29/2020) 
SUB 1746 (SkyBest Communications, Inc.) (09/18/2020) • 
SUB 1755 (Balsam West FiberNET, LLC) (08/11/2020) 
SUB I 811 (Springboard Telecom, LLC) (09/01/2020) 
SUB 1829 (CenturyLink Communications, LLC,flk/a Qwest Communications-Co., LLC) 

(09/01/2020) 
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TELECOMMUNICATIONS Contract/Agreements (Continued) 

ORDER APPROVING AGREEMENT(s) and 
ORDER APPROVING.AMENDMENT(s) 

Orders Issued (Continued) 

Bel/Soutl, Te/ecom111u11icatio11s, LLC; dlh/a AT & T Nor JI, Caroli11a - P-55, 
SUD 1878 (New Horizons Communications Corp., dlbla NHC Communications, Inc.) 

( I 0/06/2020) 
SUB 1889 (Cebridge Telecom NC, llC) (09101/2020) 
SUB 1893 (Atlantic Telecom Multimedia Consolidated, llC) (09118/2020) 
SUB 1895 (Zayo Group, llC/(09/29/2020) 
SUB 1901 (Onvoy, llC) (09/18/2020) 
SUB 1914 (Wide Voice, llC} (08/12/2020) 
SUB 1915 (RiverStreet Communications of North Carolina, Inc.) (09/01/2020) 
SUB 19i8; ·P-55, SUB 1919 (AT&T Corp., & Te/eport Communications America, LLC) 

(08/11/2020) 
SUB 1921 (Ente/egent Solutions, Inc) (09118/2020) 
P-55 Sub 1923Order Approving Amendment 09/29/2020 
SUB 1924 (Wholesale Carrier Services, Inc) (09/29/2020) 
SUB 1930 (Airespring, Inc) (09/29/2020) 
SUB 1932 (Frontier Communic_ations of America, fncJ (09/18/2020) 
SUB 1936 (Airus, Inc) (10/06/2020) 
SUB 1940 (Spec/rote/, Inc. (08/11/2020) 
SUB 1943 (City Communications, Inc.) (10/06/2020) 

l11trado Safety Commu11icatio11s, /11c. - P-1187, SUB 2 (BellSouth Telecommimiccitions, LLC; 
dlbla AT&T North Carolina) 01/06/2020; (10/13/2020) 

Carolim1 Te/ep/,011e and Telegraph Co. LLC& Celltral Telep/,011e Co., dlhla Ce11turyLil1k- P-7, 
SUB 1291; P-I0;SUB 904; (CSC Wireless, dlbla Altice Mobile) (06/09/2020) 
SUB 1292; P-10, SUB 905,(ComcastPhone of North Carolina, LLCJ (06/09/2020) 
SUB 1293; P-10, SUB 906 (Bu/lsEye Telecom, lncJ (07/14/2020) 
SUB 1294; P-10,SUB 907 (Spectrotel, !ncJ (09/18/2020) 

Citize11s Telepl,011e Compa11y- P-12, 
SUB.1-17 (TeleportCommunications America, UC) 01/24/2020 
SUB 118 (Level 3 Communications, LlC) (11/17/2020) 

Ellerbe Telep!,one Company- P-21, SUB 79 (Time Warner Cable J,iformalion Services (North 
Carolina), LLC) (06/09/2020) 

Fro11lier Com111u11ications oft!,e Caroli11as, LLC - P-1488, SUB 13 (BalsamWesl FiberNET, 
llC) (09/18/2020) 

MC/metro Access Tra,mnissio,i Service.s Corp.) - P-474, SUB 14 (Be/lSolllh 
Telecommunications, LLC, dlb(a AT&T North Carolina} (10/13/2020) 

MebTel, Inc., dlbla Centurylink--P-35, SUB 150 (Bu/lsEye Telecom, lncJ (07/14/2020) 
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TELECOMMUNICATIONS -Contract/Agreements (Continued) 

ORDER APPROVING AGREEMENT(s) and 
ORDER APPROVING AMENDMENT(s) 

Orders Issued (Continued) 

Veriwn Soutl, Inc. P-19, 
SUB 446 (Sprint Communications Company L.P.) (12/21/2020) 
SUB 544; (Comcast Phone of North Carolina, LLC) (12/15/2020) 
SUB 545; (BullsEye Telecom, Inc.) (12/17/2020) 
SUB 546; (Business Telecom, LLC) (12/17/2020) 
SUB 547;, (Centurylink Communications, LLC} (12/17/2020) 
SUB 548; (DeltaCom, LLC) (12/16/2020) 
SUB 551; (LeverJCommunications, LLC} (12116/2020) 
SUB 552; (Windstream New Edge,,LLC) (12/16/2020) 
SUB 554; (Te/Cove Operations, LLC) (12/16/2020) 
SUB 555; (US LEC of North Carolina, LLC) (12/16/2020) 

TELECOMMUNICATIONS - Discontinuance 
Talk America Servic"es, LLC -- P-1570, SUB 4; Order Granting Request to Discontin·ue Services 

(05/28/2020) 

TELECOMMUNICATIONS- Cellular·Interconnccfion Agreement 
Teleport- Communications. of America, LLC - P-1547, SUB 15; Order Granting Teleport's 

Request to Withdraw Filing of Interconnection Agreement (06/29/2020) 

TELECOMMUNICATIONS-· Miscellaneous 
Gloha/Con11ection Inc. of America- P-9.74, SUB 3; P-100, SUB 133C;·Order Granting Petition 

to Discontinue Service and Canceling Designation as Eligible Telecommunications Carrier 
(01/30/2020) 

Teleporl Com111un'icatio11sAmerica, LLC- P-1547, 
SUB 14; Order Granting Numbering Resources (05/15/2020) 
SUB 16; Order Granting Numbering Resources (12/17/2020) 
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TELECOMMUNICATIONS - Underground Damage Prevention 

Company 
Cl,iirter Commu11ications 

(Wesley Lloyd) 
Russe/{Phil/ips) 

(Alex Harri/lj 
(Ken Griffin) 
(Bobby Jones) 
(Stuart Knight) 
(Gene Kiri/a) 
(E.C. Davis) 
(Jennifer Davis) 

ORDER IMPOSING PENALTY 
Orders1ssued 

Docket.No. 

P-1612, SUB 3; 
P-1612, SUB 9 
P-1612 SUB 10 
P-1612, SUB II 
P-1612, SUB ,JS 
P-1612, SUB 16 
P-1612, SUB 17 
P-1612, SUB. 18 
P-1612, SUB 19 
P-1612, SUB 20 

Charter Com111u11ications - P-1'612, 

(01/03/2020) 
(01/14/2020) 
(01/06/2020) 
(01/07/2020) 
(01/14/2020) 
(01/06/2020) 
(01/06/2020) 
(01/14/2020) 
(01/14/2020) 
(01/14/2020) 

SUB 4_; Order Dismissing Action Without Prejudice an~·Closing Docket_'(06/23/2020) 
SUB'.6; Order Dismissiflg.Action Without Prejudice and Closing Docket (06/24/2020) 
SUB ·s; Order DismisSi_ng Action Without Prejudice and Closing Docket (06/23/2020) 
SUB 10; Order Accepting Compliance Documentation and Closing Docket (05/29/2020) 
SUB 25; Order. Accepting-Compliance Documentation ~d'Closirig Docket-(05/29/2020) 
SUB' 5;- Order Imposing Penalty Upon Angela Kirby the .Penalty R~commehded by 

the Underground Damage Preventi0n Review-Board (03/10i2020) 
SUB IQ; Order Accepting Compliance Documentation and Closing Docket (Kevin 

Richardson) (05/29/2020) 
SUB 21; Order hnpoSing_Penalty Upon Donald Kolkman the Penalty Recommerided by 

the Underground Damage Prevention Revi_ew·Board (03/16/2020) 
SUB" 22;, Order Imposing Penalty Upon Claudio Levi the Penalty Recommended by the, 

Underground Damage Prevention Review Board (03/10/2020) 
SUB 23; ·Order Imposing Penalty Upon Jimmy Summerfield the. Penalty Recommended 

by ,the Underground Damage Prevention Review Board (03/12/2020) 
Sl)B 25; Order Imposing Penalty Upon ~teve Phill_ips the Penalty Recommended by the 

Underground.Damage Prevention Review Board (03/25/2020) 
level 3 Communications, LLC -- P.:.779, SUB 17~ Order Imposing Penalty Upon Michael 

Williams the ·Penalty Recommended by the Underground Damage ~revention Review 
Board .(03/13/2020); Order Accepting Compliance Documentation 'and Closing Docket 
(04/13/2020) 

MCNC Fiber -- P-1623, SUB !; Order Imposing Penalty Upon Mack Wray the Penalty 
Recommended by the Undergr01,md'Damage Prevention Review Board (03/25/2020) 
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TELECOMMUNICATIONS - Underground Damage Prevention (Continued) 
Time Warner Cable Business, LLC- P-1551, 

SUB 7; 'Order Dismissing Action Without Prejudice and Closing Docket (06/24/2020) 
SUB 8;.0rder Dismissing Action Without Prejudice and Closing Docket (06/2_3/2020) 
SUB 10; Order Dismissing Action Without Prejudice and Closing Docket (06/24/2020) 
SUB 12; Order Dismissing Action·Without Prejudice and Closing Docket.(06/24/2020) 

WATER AND SEWER 

WATER AND SEWER - Adjustments or Rate..~Charges 
Rock Creek E11vironme11tal Company, Inc. - W-830, SUB 6; Order Modifying Previously 

Approved Rates and Requiring Customer Notice (12/1.1/2020) 

WATER AND SEWER- Bonding 
Carolb1a Water Service, Inc. of Nort!, Caroli11a -- W-354, SUB 377; Order Accepting and 

Approving Bond (10/26/2020) 
CBL & Associates Ma11agement, Inc. - W-1311, SUB 3; Order.Approvi!'lg Bonds and Surety and 

Releasing Bonds and Sureties (09/08/2020) 
Pluris Hampstead, LLC - W-1305, SUB 27; Order Approving Bond and Surety and Releasing 

Bond and Surety (06/04/2020) 

WATER AND SEWER- Certificate 
Aqua Nortl, Carolina, /11c. -- W-218 Sub 527; W-1129, SUB 5; Order Approving Transfer, 

Granting Franchise, Approving Rates, and Requiring Customer Notice (04/30/2020) 
Dillsboro Water Utilities, /11c. - W-1327, SUB O; W-1303, SUB 4; Order Accepting and 

Approving Bond, Granting Transfer, Approving Rates, and Requiring Customer. Notice 
(12130/2020) 

Lake Junah,ska Assembly, Inc.. - W-1274, SUB 7; Order Approving and Accepting Bond, 
Granting Certificate.of Pubic Convenience and Necessity, Approving Riltcs and Monthly 
Asses.smcnt, and Requiring Customer Notice06/22/2020 

Old Nort/J State Water Co., Inc. -- W-1300, 
SUB 48; Order Granting Franchise and Approving Rates (04130/2020) 
SUB 53; Order Granting Franchise and Approving Rates (04/30/2020) 
SUB 54; Order Granting Franchise and Approving Rates (04130/2020) 
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WATER AND SEWER- Certificate (Continued) 
Pluris Hampstead,.LLC- W-1305, 

SUB' 2; Order Granting Franchise and Approving Rates (Coastal Planlotion Subdiv.) 
(06/23/2020) 

SUB 4; Order Granting Franchise and Approving Rates (Canter Crest Subdiv.) 
(07/01/2020) 

SUB 11; Order Granting Franchise and Approving Rates (/4535 US Hwy, 17 South) 
(06/23/2020) 

SUB 13; Order Granting Franchise and Approving Rates (Sparrows Bend Mixed 
Residential Dev.) (06/23/2020) 

SUB 15; Order Granting Franchise and Approving Rates (I 8087 US Hwy. I 7) (06/08/2020) 
SUB 17; Order Granting Franchise and Approving Rates (14477 and 14579 US Hwy. 17) 

(06/23/2020) 
SUB 20; Order Granting Franchise and Approving Rates (13937 US Hwy. I 7) (06/08/2020) 
SUB 21; Order Granting Franchise and Approving Rates (/8737 US Hwy. 17) 

(06/23/2020) 
SUB 22; Order Granting Franchise and Approving Rates (I 5919 US Hwy. I 7) (06/08/2020) 
SUB 23; Order Granting Franchise and Approving Rates (I 5075 & 14985 US Hwy. 17) 

(06/23/2020) 
SUB 24; Order Granting Franchise and Approving Rates (/9344 US Hwy. I 7) (06/08/2020) 

Spri,,gdale Golf Parll1ers, LLC, dlb/a Spri11gdale Water and Sewer, LLC -- W-1324, 'SUB 0; 
W-406, SUB 6; Recommended Order Approving Transfer, Granting Franchise, Accepting 
and Approving Bond, Approving Rates, and Requiring Customer Notice (09/14/2020) 

WATERANDSEWER Complaint -. 
Caroli11a·waterService,l11c..ofNortl, Caroli11a- W-354, SUB 368; Order Dismissing Complaint 

and Closing Docket (Mary Korotvo) (01/09/2020) 
Lake Ju11aluska Assembly, l11c. - W-1274; SUB 5; W-1274, SUB 6; Order Closing Dockets 

(06/22/2020) 

WATER AND SEWER - Filings Due Per Order 
Aqua Nortlt Carolina, Inc. -- W-218, SUB 497A; Order Approving Secondary Water Quality 

Improvement Projects (04/03/2020) 
Caroli11a Water Service, l11c. of North Carolina - W-354, 

SUB 363; W-354, SUB 364; WC354, SUB 365; Order Granting Partial Rate Increase and 
Requiring Customer Notice (03/3 l'/2020) 

WATER AND SEWER- Miscellaneous 
Carolina Water Service, J11C. ,of Nortlt Carolina -- W-354, SUB 369; Order Recognizing 

Contiguous Extension and Approving Rates (06/15/2020) 
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INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND·SEWER- Rate Increase 
Aqua North Carolina, .Jnc. -- W-218, SUB 526; Order Establishing General Rate Case and 

Suspending Rates (0 l/2 l/2020); 
JAARS,. lnc. - W-1136, SUB 3; Order Establishing General .Rate Case and· Suspending Rates 

(07/20/2020) 
P/uris lfampstead, LLC - W-1305, SUB 12; Order Establishing General Rate Case and 

Suspending Rates (02/17/2020); Order Approving Agreement and Stipulation of 
Settlerrient. Granting Partial Rate Increase, and Requiring Customer Notice·(l 1/13/2020) 

P/uris Webb CreekJ LLC - W-1314, SUB 4; Order Establishing General Rate Case and 
Suspending Rates (05/26/2020);. Order Adopting Procedures for Remote Hearing 
(l0/12/2020) 

WATER AND SEWER-Salc/l'ransfe"r 
Roseville MPH, LLC •• W-1270, SUB 2; W-1325, SUB O; WR-2979;,SUB O; Order Canceling 

Franchise, Releasing Bond and Surety, Approving Certificate of Authority, Approving 
Rates, and Requiring Customer Noticc.(01/13/2020) 

WATER AND SEWER-Tariff Revision for Pass-Through 

ORDERAPPROVING TARIFF REVISION AND 
REQUIRING CUSTOMER NOTICE 

Orders Issued 

Company 
Aqua Nor//1 Caro/ilia, Inc. 

(51 Subdivisions in Johnston Co.) 
(Chapel Ridge, Laurel Ridge, & 

The Parks at Meadowview in Chatham Co.) 
Carolina Water Service, l11c. of North Caroli11a' 

(Johnston County) 
.(Riverpointe Service Area) 

(Moore County) 
Lake Ju11a/uska Assembly, l11c. 
Mountain Air Utilities.-CiJrporation 
WaJercrest Estates 

Docket No. 

W-218, SUB 540 

W-218, SUB 545 

W-354, SUB 372 
W-354, SUB 374 
W-354, SUB 380 
W-354, SUB 381 
W-1274, SUB 8 
W-1148, SUB 18 
W-1021, SUB 16 

WATER AND SEWER-Underground Damage Protection 
011Slow Water and Sewer Authority -- W-1317, 

Date 

(! l/24/2020) 

(12/07/2020) 

(08/l 7 /2020) 
(08/17/2020) 
(10/19/2020) 
(12/14/2020) 
( l0/13/2020) 
(09/28/2020) 
(07/13/2020) 

SUB 16; Order Dismissing Action Without Prejudice and Closing Docket (06/30/2020) 
SUB 21; Order Imposing Upon Jodi Perez the Penalty Recommended hy the.Underground 

Damage Prevention Review Board (03/09/2020) 
SUB 22;, Order fmposing Upon Tommy Male the Penalty Recommended by the 

Underground Damage Prevention Review Board (03/09/2020) 
SUB 24; Order Imposing Penalty Upon Tommy Male the Penalty Recommended by the 

Underground Damage Prevention Board (03/25/2020) 
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ORDERS AND DECISIONS LISTED 

WATER AND SEWER Water Contiguous Extension 
Aqua Nortli Cartilina, I11c. - W-218, SUB 533; Order Recognizing Contiguous Extension and 

Approving Rates (09/28/2020) 
Caro/i11a Water Service, I11c. of Nortll Carolina- W-354, 

SUB 340; Order Recognizing Contiguous. Ex!ension and· Approving Rates (Southcrest 
Deve/opmenlj (11/30/2020) 

SUB 370; Order Recogniiing Contigucius Extension and Approving Rates (Smokerise 
lane) (12/21/2020) 

Clarke Utilities, Inc. - W-1205, SUB 13; Order Recognizing Contiguous Extension and 
Approving Rates (Glen Creek Subdivision, Phase 2) (12/21/2020) 

KDHWWTP, LLC -- W-1160, 
SUB.50; Order Acceptihg_and Approving Bond, Recognizing Contiguous Extension, and 

Approving Rates (06/24/2020) 
SUB 51; Order Accepting and Approving Bond, Recognizing Contiguous Extension, and 

Approving Rales (06/24/2020) 
P/uris Ha111pstead1 LLC - W-1305, SUB 5; Order Recognizing Contiguous Extension and 

Approving Rates (07 /0 l /2020) 

WATER RESELLERS 

WATER RESELLERS Cancellation- of Certificate 

ORDER CANCELING CERTIFICATE 0F AUTHORITY 
Orders Issued 

Company 
Asheville Apartme11ts l11veslors, LLC 

(AshevilleAportments) 
Autum11 Ridge RS, LLC, el al. 

(Autumn Ridge Apts.) 
BiJ11ks; Parks B. 

(Browmvood Mobile Home Park) 
BR Chapel Hill, LLC 

(Cliope/ Hill Aportments) 
Bradley Aslleboro,.LLC 

(Village at Stone Creek A pis.) 
Cary C11Stom l11vestor I, LLC, et al 

(Ambenvood Apartments) 
CIG Sutton Place, LLC 

(Sutton Place Apartments) 
Co11cord Five, LLC 

(Coopers Ridge AptsJ 
(Parkway Crossing Apts.) 
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Docket NO., 

WR-1327, SUBS 

WR-l016, SUB 4 

WR-849, SUB 7 

WR-l088, SUB 4 

WR-2126, SUB 2 

WR-2031, SUB 3 

WR-2557, SUB 2 

WR-579, SUB IO 
WR-579, SUB 11 

(l0/08/2020) 

(02/25/2020) 

(05/21/2020) 

(09/04/2020) 

(01/24/2020) 

(05/21/2020) 

(03/18/2020) 

(01/03/2020) 
(01/03/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS Cancellation of Certificate (Continued) 

ORDER CANCELING CERTIFICATE OF AUTHORITY 
Orders Issued (Continued) 

Company Docket No. Date 
Crestview, LLC 

(Crestview Estates Mobile HP) WR-1068, SUB I (I 1/20/2020) 
CRP-CW 1201 Central, LLC 

(Overton Row Apts.) WR-2512, SUB 2 (12/30/2020) 
CRP/PD Bal/a11ty11e Owi1er, LLC 

(Lowrie Apts.; 7ne) WR-2513, SUB 2 (01/07/2020) 
Forrest Hills l11veslmem, LLC 

(Forrest Hills Mobile Home Park) WR-l066, SUB I (11/20/2020) 
Gatewtiy Apartments CJ,arlotte,.LLC 

(Centric Gateway Apartments) WR-2428, SUB I (05/22/2020) 
GF Properly Fu11ding Corp. 

{Garrett West Apts.) WR0 1534, SUB 5 (0 I /0712020) 
Gi11kgo Abbi11gto11, LLC 

(Abbington Place Apartments) WR-1962,SUB 5 (08/26/2020) 
Ginkgo OBC, LLC 

(Aurora Apartments) WR-1558, SUB 7 ((05/20/2020) 
Glei, G.; Tlte, LLC 

(Glen; The, Apts., Phases 4-5) WR-1923, SUB 3 (01/31/2020) 
Glen K.; TJ,e, UC 

(Glen; The, Apts., Phases 1-3) WR-1930, SUB 3 (01/31/2020) 
Hawthorne - Charleston Strickland,· LLC, et al 

(Hawthorne Glen and Strickland AptsJ WR-1778, SUB 3 (01/03/2020) 
lm1esbrook Apartments, LLC 

(Southpoint Glen Apts.) WR-I 150, SUB 5 (02/18/2020) 
lntegra SpriJJgs Property 011111er, LLC 

(Jntegra Springs at Kel/swater Apts.) WR-2341, SUB I (08/28/2020) 
Jolm R. Ricl,ardson Real Estate IRA, LLC 

(245 Weaverville Hwy. MHP) WR-1133, SUB 5 (02/25/2020) 
Lake Crabtree Apartme,us, LLC 

(Bainbridge Lake Crabtree Apts.) WR-2520, SUB I (01/07/2020) 
Liberty Warel,ouse Aparl,nents,.LLC 

(Liberty Warehouse Apa,:tments) WR-2209, SUB I (05/21/2020) 
Lofts at Rey110/ds Village, LLC,· TJ,e 

(71zeLoj/s at Reynolds Village Apts) WR'! 178, SUB 3 (05/20/2020) 
l;SREF3 Bravo {Raleig/1), LLC 

(Oaks at Weston Apts.) WR-1717, SUB 35 (01/03/2020) 
(Cooper Mill Apts.) WR-1717, SUB 36 (01/03/2020) 
(WalnutCreekApts.) WR-1717, SUB 37 (01/03/2020) 
(Reserve at Lake Lynn Apts.; The) WR-1717,SUB38 (01/07/2020) 
(Spring Forest Apartments) WR-1717, SUB 39 (05/27/2020) 
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INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS Cancellation of Certificate (Continued) 

ORDER CANCELING CERTIFICATE OF AUTHORITY 
Orders Issued (Continued) 

Company 
Madisoll Apartments, LLC; The 

(The Madison Apartments) 
Matthews Reserve, LLC 

(Matthews Reserve Apartments) 
Midtown Crossi11g PML, LLC 

(Midtown Crossing Apilrtments) 
NHE Traci E, LLC 

(Park Central Apartments) 
Northla11d River Birc/1, LP 

(River Birch Apts., Phase II) 
Pavilion Village Partners, LLC 

(Pavilion Village Apartments) 
Quail Valley NC Part11ers, LLC 

(Quail Valley on Carmel Apts.) 
Ritz Developme11t-6, LLC 

(Castle Urban Oasis Apts.) 
Solis Waverly Owner, LLC 

(Solis Waverly Apartments) 
Tria11gle Real Estate of Gastonia, Inc. 

(Pinetree Apartments) 
WilkinsiJn Brandel11ere, LLC 

(Brandemere Apts.) 
Woodland Village Apartments, LLC 

(Woodland Village Apartments) 
WOP Waterford, LLC 

(Bainbridge Lake Crabtree Apts.) 
York Ridge Associates LP 

(York Ridge Apts.) 

Docket No. 

WR-1703, SUB 3 

WR-557, SUB 6 

WR-900, SUB 5 

WR-2365, SUB I 

WR-1258, SUB 9 

WR-2458, sun 1 

WR-1674, SUB 1 

WR-2034, SUB 2 

WR-2104, SUB 2 

WR-1125, SUB 78 

WR-2396, SUB 3 

WR-1097, SUB 3 

WR-2063, sun 4 

WR-1451, SUB 6 

(03/18/2020) 

(03/18/2020) 

(05/22/2020) 

(03/18/2020) 

(08/28/2020) 

(05/21/2020) 

(05/22/2020) 

(01/03/2020) 

(03/18/2020) 

(I 0/19/2020) 

(01/07/2020) 

(11/24/2020) 

(01/07/2020) 

(01/03/2020) 

SummiJ Street, LLC- WR-1741, SUB 3; Order Rescinding Previous Commission Orders and 
Restoring Certificate of Authority (07/29/2020) 
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INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS - Certificate 

ORDER GRANTING CERTIFICATE OF AUTHORITY 
AND APPROVING RA TES 

Orders issued 

Company 
Abberly Solaire, LLC 

(AbberlySo/aire Apts) 
ACG Browr,Wood, LLC 

(Browrrwood MHP) 
ACH-Eagle'Woods, 'LLC 

(Eagle Woods Apartments) 
AG Woodland Acres 

(Woodland Acres MHP) 
Altil Purl Apart,ne11ts, LLC 

(Alta Purl Apartments) 
Aparlmenls at Coddle Creek,.LLC,·· 111e 

(Coddle Creek Apartments) 
Apex SoutllPark SPE, UC 

(Element SouthPark Apartments) 
Arboretum Village, UC 

(Arboretum Village Apts) 
ART I/ SPE,.LLC 

(Woodland ParkApartmentsj 
Artesia Wi11ters I, iLc 

(Magnolia Apts.) 
Artesia Winters JI UC 

(Capital Flats Apts) 
Bainbridge GCA Mallard Creek Owner, LLC 

(Bainbridge Research P'arkApts.) 
Beacon Ridge, LLC 

(Beacon Ridge Apartments) 
Berewick SeJ1iors, LLC 

(Belvedere at BerewickApts.) 
Bermuda Ru11 Owner, LLC 

(Comet Bermuda Run AptsJ 
BH-AG Durham Fosler, LLC 

(Foster on the Park Apartments) 
BIF -Amberwood at Locl1mere, LLC 

(Amberwood al Lochmere Apls.) 
Big Bra11ch Reside11tial, LLC 

(Vine Raleigh Apartments) 
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Docket No. 

WR-2990, SUB 0 

WR-3009, SUB0 

WR-2055, SUB 4 

WR-2996, SUB 0 

WR-3048, SUB 0 

WR-3241, SUB O 

WR-3126, SUB 0 

WR-3197, SUB 0 

WR-3127, SUB 0 

WR-2388, SUB 0 

WR-2977, SUB 0 

WR-3107, SUB 0 

WR-3253, SUB 0 

WR-3062, SUB 0 

WR-3000, SUB 0 

WR-3049, SUB 0 

WR-3051, SUB 0 

WR-3105, SUB 0 

(01128/2020) 

(02/12/2020) 

(04/2112020) 

(03/10/2020) 

(03/17/2020) 

(I 1/2012020) 

(06/16/2020) 

(09/1012020) 

(06/22/2020) 

(01/0912020) 

(01/09/2020) 

(07/01/2020) 

(12/2112020) 

(04/1412020) 

(02/05/2020) 

(03/19/2020) 

(03/1712020) 

(06/0112020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS - Certificate (Continued) 

ORDER GRANTING CERTIFICATE OF AUTHORITY 
AND APPROVING RA TES 
Orders Issued (Continued) 

Company Docket No. 
Bridge WF NC Spring Forest, LLC 

(Spring Forest Apartments) WR-3137. SlJB 0 
Broadstone Morehead, LLC 

(Broadstone Queen City Apts.) WR-3139, SUB,0 
Broadstone Trailside, -LP 

(Broadstont; Trailside Apartments) WR-3147, SUB 0 
Broadway StreeJ'Owner, LLC 

(HarriSOnApartments,· The) WR-3141, SUB 0 
Brotl,er Jo/111 LLC 

(245 Weaverville Hwy MEIP) WR-2987, SUB 0 
Buckl,ill .Village, LLC 

(Buckhi/1 Vil/age Apartments) WR-3315, SUB 0 
Carolina Breeze MHP, LLC 

(Carolina Breeze Mobile Home Park) WR-3191, SUB 0 
Colonia/. Village Aparhnents, LLC 

(Colonial VillageApts.), WR-3014, SUB 0 
Carroll at Bellemeade, LLC 

(Carroll at Bellemeade Apts.) WR-2986i SUB 0 
CCC Flats 011 Front,.LLC 

(Flats on Front Apartments) WR-3122, 'SUB 0 
Centro ~ailyard, LLC 

(Centro Railyard.Apartments) WR-3092, SUB 0 
Comet Greensboro, LLC 

(Comet Greensboro Apts.) WR-3177, SUB 0 
CRPIDRP St,iloh Owner, LLC 

(Residences arShiloh Crossing Apts. WR-3171, SUB.O 
CRPIDRP-E11d/1aven Ow11er, LLC 

(Beverley Apartments) WR-3086, SUBO 
CRP-GREP Overture Cl,apeJHi/1 Owner, LLC 

(Overture Chapel Hill Apartments) WR03172, SUB 0 
CRP-GREP Overt11re Providence Ow11er, LLC 

(Overture Providence Apartinents) WR-3064, SUB 0 
CRPITP Solis Alston Owner, LLC 

(Solis Alston Apartments) WR~J 142, SUB 0 
CSJ031 A_bbingto,i Place Apartinents,.DST 

(Abbington Place Apartments) WR-3118, SUB 0 
CW Midto:Wn·Crossi11g, LP 

(Midtown Crossing Apts.) WR-2982, SUB 0 
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(06/24/2020) 

(07/15/2020) 

(07/31/2020) 

(06/30/2020) 

(02/13/2020) 

(12/2212020) 

(09/16/2020) 

.(02/18/2020) 

(01/21/2020) 

(06/16/2020) 

(05/13/2020) 

.(09/10/2020) 

(08/06/2020) 

(05/05/2020) 

(08/21/2020) 

(03/31/2020) 

(07/02/2020) 

(08/11/2020) 

(02/05/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS Certificate (C<mtinued) 

ORDER GRANTING CERTIFICATE OF AUTHORITY 
AND APPROVING,RA TES 
Orders Issued (Continued) 

Company 
DeSign.Center C6rolinas, LLC 

(Hawk Apartments) 
DPR Liherty·Warel,ouse LLC 

(Liberty Warehouse A]Jts.) 
Dwham HoldiJ1gs #2, LLC 

(Valley Ten-ace Apts.) 
Eag/eview Properties of Shelby,. LLC1 et al 

(Charles Place Apts.) 
ECP WS Nortl,clijfe, LLC 

(Ashton Oaks Apartments) 
EWT67,LLC 

(Kings Place Apartments) 
FDC Amberleig/1 Sllor.es 11 SPE, LLC 

(Amberleigh South Apartments) 
Fir Place Parhiers, LLC 

(OverlandHeights Tawnhomes) 
Forest Edge Townlwmes, LLC 

(Raintree Apartments) 
GDG Grove Park, LLC \ 

(Union Chapel Hill Apts.) 
GF Ho11ies, LLC 

(Sunshine Mobile Home Park) 
Genesis MHC, LLC 

(Genesis Mobile Home Park) 
Ginkgo A,uora, LLC 

(A1i.rora Apartments) 
Ginkgo Sl,attafon, LLC 

(Cove al Old Town Apartments; The) 
Gra11ite Mill, LLC 

Lofts pn Haw River Apts.) 
Graybul Reserve, -LLC 

Reserve at Asheville Apartments; ·The) 
Harri11gton Village Develop. Group Ill, LLC 

(Harrington Village AjJts., Phase II) 
Hawtltorne at Parkside Apart1ne11ts, LLC 

(Hawthorne at Parkside Apts.) 
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Docket No. 

WR-3194, SUB 0 

WR-3008, SUBO 

WR-2984, SUB 0 

WR-3218, SUB'O 

WR-3043, SUD 0 

WR-3108, SUB 0 

WR-3045, sUD,o, 

WR-3063, SUB 0 

WR-3053. SUB 0 

WR-3205. SUB 0 

WR-3124, SUB 0 

WR-3100, SUD 0 

WR-3037, SUD 0 

WR-3110,.SUB 0 

WR-3208, SUD 0 

WR-3153, SUBO 

WR-3007, SUB 0 

WR-3041, SUB 0 

Date 

(09/24/2020) 

(03/11/2020) 

(01/15/2020) 

(11/02/2020) 

(03/03/2020) 

(06/09/2020) 

(03/12/2020) 

(09/09/2020) 

(03/18/2020) 

(I 0/15/2020) 

(06/16/2020) 

(05/26/2020) 

(03/11/2020) 

(07/22/2020) 

(10/01/2020) 

( I 0/08/2020) 

(02/04/2020) 

(03/02/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS - Certificate (Continued) 

ORDER GRANTING CERTIFICATE OF AUTHORITY 
AND APPROVING RATES 
Orders Issued (COntinued) 

Company Docket No. 
Haw/1,ome al Pi11e Forest Aparlme11ts, LLC 

(Hawthorne at Pine Forest Apartments) WR-3128, SUB 0 
Hawtl,0rlle-Midway ·Wilmingto11, LLC 

(H_awthorne Water.stone Apartments) WR-3115, SUB 0 
Hazel Sout/1park Aparlme11fs,. LP 

(Hazel SouthparkApts.}, WR'3196, SUB 0 
HNAMCV,LLC 

(Chapel View Apartments) WR-3264, SUB 0 
HNA M WHD, LLC 

(Arbors at North Hill Apartments) WR-3277, SUB 0 
Holsio11 Residences, LLC 

(Holston Aptsc; The) WR-3016, SUB 0 
Hou11dswood Ho/di11gs, LLC 

(Haundswood VillageApts.) WR-3104, SUB 0 
HR - Laure/wood LLC 

(Laure/wood Park Apts.) WR-2999, SUB 0 
J111,ovatio11 Quarter Winston-Sa/em Apts., LLC 

(Link Apts.) WR-2889, SUB 0 
Jo11es Estates 11,e Oaks, LLC 

(The Oaks Mobile Home Park) WR-3211, SUB 0 
Keystone at Mebane Oaks, LLC 

(Keystone al Mebane Oaks Apts. 
(Phase I & Phase II) WR0 2050, SUB 2, 

Keysto11e at Walkertow11 Landing, LLC 
(Keystone at Walkertown Landing Apts. 

(Phase I & Phase II) WR-1917, SUB 2 
Langtree Village Apartments, LLC 

(The Osprey a/Lake Norman Apts.} WR-3313, SUB 0 
Lanlower Waverly Charlotte.LP 

(Lantower Waver/yApts.) WR-3031, SUB 0 
LAR,V TCI, LLC 

(Lofts at ReynoldsVillageApts.; The) WR,3071, SUB 0 
Lem,no11d Farm Holdi11gs III, LLC 

(Broadstone lemmondFarm Apts.) WR-3148, SUB 0 
Link Aparlme11ts G/e,i Lem1ox, LLC 

(Link Apartments Linden) WR-3192, SUB 0 
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(06/17/2020) 

(06/09/2020) 

( I 1/02/2020) 

(12/01/2020) 

(I 1/23/2020) 

(02/21/2020) 

(06/02/2020) 

(0 I /22/2020) 

(01/16/2020) 

(10/09/2020) 

(07/09/2020) 

(07/09/2020) 

(12/16/2020) 

(03/04/2020) 

(04/07/2020) 

(10/20/2020) 

(11/18/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS-Certificate (Continued) 

ORDER GRANTING CERTIFICATE OF AUTHORITY 
AND APPROVING RA TES 
Orders.Jssued (Continued) 

Company 
LG Chapel Hill Apartme11'ts, UC 

(Frilogy Chapel Hill Aportments) 
LG Oherli11, LLC 

(J'rilogy Cameron Village Apts.) 
LMV Block 42 Hold~ngs, LP 

(Fhe Ellis Apartments} 
Lofts at Midtow,i, LLC 

(Lofts of Midtown Apai'tments; The) 
Lucern NC, LLC 

(Fhe Ridge at Enderly Park AptsJ 
LVA4 Raleigh P&W, LLC 

(Peace Raleigh Apartments) 
LVA4 Raleig/1 P&W II, LLC 

(11ze Line Apartment~ 
MACPAshevilleHall, UC 

(Fhe Reserve at Gashes Creek Apts.) 
Marsh SMF Ptircel C, LLC 

(Edge Aportrnents; The) 
Matthews Apartme11t Ow11er, LP 

(Matthews Mint Hill Apartments) 
MIMG CXLIX Madison Sub, LLC 

(Madison Aparhnents; The) 
Montford Charlotte Apartme11ts, I, LLC 

• (Link Aportments Montford) 
Mo1111tain-Ridge Group, L'LC 

(Ridge Aportments; The) 
Nevilt Place LCP, LLC 

(Nevin Place Apartments) 
NHE Park Central Apartments, LP 

(Park Cenlral AptsJ 
NNP IV~Cape Fear River, LLC 

(MVFJats at Riverlights Apts.) 
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Docket No. 

WR-3094, SUB 0 

WR-3225, SUB 0 

WR-3317, SUB 0 

WR-3083, SUB 0 

WR-3193, SUB.O 

WR-3080, SUB 0 

WR-3278, SUB 0 

WR-3212, SUB 0 

WR-3135, SUB 0 

WR-3156, SUB o 

WR-3042, SUB 0 

WR-3003, SUB 0 

WR-3060, SUB I 

WR-3222, SUB 0 

WR-2969, SUB 0 

WR-3 I 44, SUB 0 

(05/13/2020) 

(11/02/2020) 

(12/22/2020) 

(04/23/2020) 

(09/03/2020) 

(04/21/2020) 

(11/13/2020) 

(11/10/2020) 

(07/20/2020) 

(08/11/2020) 

(03/02/2020) 

(02/25/2020) 

(07/01/2020) 

(I0/08/2020) 

(01/03/2020) 

(09/10/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS - Certificate (Continued) 

ORDER GRANTING CERTIFICATE OF AUTHORITY 
AND APPROVING RATES 
Orders Issued (Continued) 

Company Docket No. 
NoDa Ow11er, LLC 

{Bainbridge NoDa Apartments) WR-3106, SUB 0 
Nortl1limd Rive_r Birc/1 II; LLC 

(River BirchApts., Phase/I) WR-3195, SUB 0 
Old Concord Apartments at tire Blue Line, LLC 

(Old Concord ot the Blue line Apts.) WR-3223, SUB 0 
Overton Row Holdi11gs, LLC 

(Overton Row Apartments) WR-3330, SUB 0 
Palmer Apts, LLC 

(Po/mer Apartments) WR03228, SUB 0 
PEP Pavilio11 Village, LLC 

(Pavilion Village Apannzents) WR-3099, SUB 0 
Pert!, Rotid Apartments, LLC 

(WayP0ihle West Apartments) WR-3274, SURO 
Pl1ilemo11 Noda Partners, UC 

(Amaze ot Noda Apartments) WR-3226, SUB,O 
Pier 33 Ventures, LLC 

(Pier 33 Apartments) WR-3316, SUB 0 
Pi11e Ridge Mobile Estates, LLC 

(Pine Ridge MHP) WR-2957, SUB 0 
PK11ox Props.LLC 

(340 Deaveerview Rood Duplex) WR-2940, SUB 0 
Polisetty Properties, LLC 

(Pelham Place Apartments) WR03074, SUB 0 
PowerHouse Row, LLC 

(PowerHot1se Row Apartments) WR-3123, SUB 0 
PR II/Wood Croft, LLC 

(Alto Croft Apts.) WR-2997, SUB 0 
Ra/eigl1 Beach Apartments I, LP 

{Villages al Raleigh Beach Apts) WR-3180, SUB 0 
Raleigh Lake Boone,,LLC 

(Hanover Lake Boone Apts.) WR-3232, SUB 0 
Raleigh Piedmo11I Part11ers, LLC 

{Piedmont Raleigh Apts.; The) WR-3027, SUB'O 
Redw(!od M011roeSecrest Price Road NCPJ, LLC 

(Redwood,Monroe Apartments) WR-3133, SUB 0 
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Date 

(07/14/2020) 

(08/18/2020 

(10/09/2020) 

(I 2/30/2020), 

(11/12/2020) 

(05/19/2020) 

(11/18/2020) 

(10/15/2020) 

(12/16/2020) 

(06/02/2020) 

(01/15/2020) 

(04/08/2020) 

(06/16/2020) 

(03/02/2020) 

(08/21/2020) 

(10/14/2020) 

(03/03/2020) 

(06/23/2020) 
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ORDERGRANTINGCERTIFICATE OF AUTHORITY 
AND APPROVING RATES 
Orders Issued (Continued) 

Company 
Reserve.at Green.wood, LLC; The 

(Reserve at Greenwood Apts.,· The) 
Retreat at Fuquay VarU1iJ., LLC 

(Retreat at Fuquay-Varina Apts.; The) 
Ridgeview ApaTtn1e1Jls, LLC 

(Ridgeviel'! Apartments) 
·River Poi11t Communities, LLC 

(Victory Court Mobile Home.Park) 
Rivefsto11e Apartme11ts II, LLC 

(Rivers/one Apartments, Phase II) 
RRE Ma1tf1ews Resene Holdings, LLC 

(Matthews Reserve Apartments) 
RRPIVFordl,am Chapel Hill, LP 

(Elliott Aportments; The) 
RS AuJum11 Ridge I 1, LLC 

(Autumn Ridge Apts.) 
S2 Pinetree, LLC 

(Winslow Apartments) 
Sanctuary at Powell Place, LLC 

(Sanctuary at Powell Place Apts.) 
SDGFQV,LLC 

(Elevate at Powell & Brood Apts.) 
Serra Vista Partners, LLC 

(MeadowcreekTownhomes Apts.) 
Shipyard Wilmington lnves/ors,.LLC 

(S/Jipjard Village Apartments) 
Solis City Park Owner, LLC 

(Solis City Pork Apts,) 
Somerset Esta/es, LLC 

(Colony Park Mobile Home Park) 
(Avondale Mobile Home Park) 

Soulhpoi11/ Gle11 Property, LP 
(Southpoint Glen Apts.) 

Sou/1,wood La11di,igs al Steele Creek, LLC 
(Landinr,s ot Steele Creek JI Apts.) 
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Docket No. 

WR-3113, SUB 0 

WR-3006, SUB 0 

WR-1875, SUB 4 

WR,3290, SUB 0 

WR-3258, SUB 0 

WR-3039,.SUB 0 

WR-3176,SUB0 

WR-2905, SUB 0 

WR-3233, SUB 0, 

WR-3151, SUB 0 

WR-3161, SUB 0 

WR-3013, SUB 0 

WR-3072, SUB 0 

WR-3224, SUB 0 

WR-3183, SUB 0 
WR-3183, SUB 1 

WR-3002, SUB 0 

WR-3244, SUB 1 

(06/09/2020) 

(02/04/2020) 

( I 0/23/2020) 

(11/24/2020) 

(11/13/2020) 

(03/11/2020) 

(08/13/2020) 

(02/13/2020) 

(10/15/2020) 

(07/15/2020) 

(07/22/2020) 

(06/15/2020) 

(04/08/2020) 

(09/30/2020) 

(08/21/2020) 
(08126/2020) 

(02/12/2020) 

(11/04/2020) 
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ORDER GRANTING CERTIFICATE OF AUTHORITY 
AND APPROVING RA TES 
Orders Issued (Continued) 

Company 
Soutl,wood Twin Cedars, LLC 

(I'he Landings of Hickory Apts 2) 
SP&D Mario,_,, LLC 

{Phillips Ridge Apartments) 
Sterling CharlotteApartme11ts JV, LLC 

(Eleven240 Apartments) 
Sutto11·Place Trails, LP 

(Trails al Southpofot Glen Apts,; The) 
SW Sumerlyn, LP 

(Magnolia House Apartments) 
Taurus CD 198 Brook Arbor Prop NC, LLC 

(Brook Arbor Apartments) 
TC Ra11e11 Ridge Road LLC 

(RidgeStone Apts.) 
Trea Centric Gateway, LLC 

(Cenlric GateiVay Apts.) 
Tria11gle /11vesimenl'Holdings, LLC 

(East Davie Street Apts.) 
Verity Investment Properties, LLC 

(Brookside Apartmenls) 
(Cheyenne Court Apartments) 

Village Mobile Home Park, LLC 
(Village Mobile Home Park) 

Walkers.Ridge Gastonia, LLC 
(Walkers Ridge Apartments) 

Waxhaw Mill Ventures, LLC 
(Mill on Main Apartments,· The) 

West Tyvola Workforce, LLC 
(Avion Point Apts.) 

WJ,ite Oak Grove Associates, LLC 
(WhiteOak Grove Apts.) 

Wilkesboro Acres, LLC 
(Wilkesboro Acres Mobile HP) 

Williams-Road, LLC 
(Homestead Mobile Home Park) 
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Docket No. 

WR-3242, SUB 0 

WR-3296, SUB 0 

WR-3082, SUB 0 

WR-3004, SUB 0 

WR-3284, Sub 0 

WR,3073, SUB 0 

WR-2954, SUB 0 

WR-2983, SUB 0 

WR-3098, SUB 0 

WR-3I74, SUB 0 
WR-3174, SUB I 

WR-3145, SUB 0 

WR-3159 Sub 0 

WR-3140, SUB 0 

WR-3010, SUB 0 

WR-3229, SUB 0 

WR-3091, SUB 0 

WR-3044, SUB 0 

(I 1/20/2020) 

(12/10/2020) 

(04/23/2020) 

(03/02/2020) 

(12/30/2020) 

(07/28/2020) 

(09/09/2020) 

(01/15/2020) 

(05/19/2020) 

(08/13/2020) 
(08/13/2020) 

(07/02/2020) 

(08/26/2020) 

(06/30/2020) 

(02/12/2020) 

(10/15/2020) 

(05/20/2020) 

(03/02/2020) 
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ORDER GRANTING.CERTIFICATE OF AUTHORITY 
AND APPROVING RATES 
Orders Issued (Continued) 

Company 
Wi//011-BB Mattl,ews Owner, LLC 

(Bainbridge Ma1th,;ivs Apts) 
Woodlil11ds LandU1g, LLC 

(Woodlands Landing at Echo Farms 
Apartments) 

WRPV Xlll TribuJe Raleigh, LLC 
(Tribute Apartments; The) 

ZP NO. 33/; LLC 
(/98 Milltown Apartments) 

800 SL Mary's JV, LLC 
(800 St. Mary's Apartments) 

3117 Sha111,011 Road Apartments, LLC 
(University Hill Apartments) 

2925 Co1111nonwealll1, LLC 

Docket No. 

WR-3199, SUB 0 

WR-3088, SUB 0 

WR-2715, SUB 0 

WR-3112, SUB 0 

WR-3256, SUB 0 

WR-3040, SUB 0 
WR-3182, SUB 0 

(I0/26/2020) 

(05/05/2020) 

(03/24/2020) 

(06/09/2020) 

(I 1/04/2020) 

(03/13/2020) 
(09/18/2020) 

Cooper Beed, Townlto"!e Com_munilies Thirty SPE,,LLC - WR-2918, SUB 0; Order Denying 
Application (01/29/2020) 

EBSCO E11i:lave, LLC - WR-2020, SUB 6; WR-2020, SUB 7; Order Granting Certificate of 
Authority, Approving Rates, and Closing Docket (12/04/2020) 

Evo/veS11eads Ferry Phase 3, LLC- WR-3079, SUB 0; Order Granting Certificate of Authority, 
Granting Interim Aulhority to Pass Through Flat Rate for Sewer Service, and Requiring 
Customer Notice (Evolve at Stones Bay Apts., Phase 3) (05/05/2020) 

Ginkgo SJ,atta/011, LLC - WR-3110, SUB I; Order Granting HWCCWA and Full-Capture 
Certificates of Authority and Approving Rates (12/02/2020) 

Haven Camp11s Communities-<;l1(Jrlotte, LLC- WR-2701, SUB O; Order Denying Application 
(01/29/2020) 

RDA Holdings@ 10 Newbridge Parkway, LLC -- ·WR-2366, SUB 2; WR-2366, SUB 3; Order 
Granting·certificate of Authority, Approving Rates, and Closing Dockets (01/16/2020) 
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ORDERS AND DECISIONS LISTED 
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ORDER GRANTING HWCCWA CERTIFICATE OF AUTHORITY 
AND APPROVING RATES 

Orders Issued 

Company Docket No. Date 
Artesia Winters I, LLC 

(Magnolia Apartments) WR-2388, SUB 1 (04/2912020) 
Artesia Winters 1/, LLC 

(Capilal Flats Apartments)· WR-2977, SUB 1 (04/22/2020) 
Black Rock Holdings, LLC 

{Cedar Forest Apartments) WR-3181, SUB 0 (08/21/2020) 
Dur!,a,n•Holdings #2, LLC 

(Valley Terrace Apts.) WR-2984 SUB l (12/30/2020) 
Fisl,er- Fores/ Village; Salisbury 

Square Investment, L_LC 
(Fares/ Village/Salisbury Sq. Apts. 

Phase II) WR-2266, SUB 4 (09/03/2020) 
Game_r Holdi11gs 223, LLC 

(legacy 2000 Apartments) WR,3207, SUB 0 (10/08/2020) 
Gi11kgo Grosve11or, LLC 

Station at Pineview Apts.) WR-3166, SUB 0 (08/04/2020) 
Greyst01ie Capital High Point, LLC 

(Ambassador Caurt Apts.) WR-3198, Sub 0 (09/241202(1) 
Graystone Capital Kemersvi/le, LLC 

(Springbrook Apartments) WR-3061, SUB.O (03/18/2020) 
Lakes Edge Apts LLC 

(Lake Edge Apartments) WR-3143, SUB 0 (07/02/2020) 
MIMG CLXV/l Colony Village, LLC 

(Colony Village Apts.) WR-3202, SUBO (09/18/2020) 
M0Untai11 Ridge Group, LLC 

(Ridge Apartments; The) WR-3060,.SUB 0 (03/24/2020) 
Oaks at Norl,tl,gate /11vestor Group, LLC, et al. 

(Oaks at Northgate Apts.) WR-2998, SUB 0 (02/19/2020) 
RCG Forestdale, LLC 

(For_estdale Apts.) WR-2791, SUB 0 ( 10/0912020 
S/Jarlto,i Manor Owner, LLC 

(Sharlton Manor Apts.) WR-3011, SUB 0 (02/19/2020) 
Triangle Park Apts, LLC 

(Triangle Park Apts.) WR-3084, SUB 0 (04/23/2020) 
Westside Mallor Owner, LLC 

(Westside Manor Apts.) WR-3012, SUB 0 (02/19/2020) 
211 ASl,e Ave, LLC 

(Pullen Lofts Apartments) WR-2978, SUB 0 (08/1712020) 
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INDEX OF 
ORDERS AND DECISIONS LISTE!l 

WATER RESELLERS - Certificate (ContitJ.uedJ 
Quail Valley On Camel do Hawt!,ome Residential Partners -- WR-2934, SUB 0; 

Order·Granting Certificate ofHWCCWA and Full-Capture Authority and Approving Rates 
(Quail Valley on Carmel Apts.) (0112312020) 

Tribu11e Terrace, LLC -- WR-3168, SUD 0; Order Granting HWCCWA and Full~Capture 
Certificate of Authority and Approving Rates (I 1/2412020) 

WATER RESELLERS-Complaint 
NC 2, LLC -- WR-I 730, SUB 6; Order Dismissing Complaint and Closing Docket (Mary Jane 

Lahman) (07/13/2020) 
Pi11e Mo,u,tain Prop_ertyAssocialjo11, /11c. - W-1316, SUDO; W-1316, SUB I; W-1316, SUB 2; 

Order Dismissing Complaint and Closing Docket (Fred and Vonis Waugh & Burke 
Mauntain Southeast, LLC & Keith and Linda Shifflett) (04/03/2020) 

WATER RESELLERS-Salefl'ransfcr 

ORDER GRANTING TRANSFER OF CERTIFICATE OF AUTHORITY 
ANDAPPROVING RATES 

Orders Issued 

Company Docket No. Date 
Abbotts Run Wilmi11glon, LLC WR-3138, SUB 0 (06/30/2020) 

WR-2048, SUB 2 
ADE/01,LLC WR-3219, SUB 0 (12/30/2020) 

WR-513, SUB 9 
Alexa11der S/atio11 Ow11er, LLC WR'3260, SUB 0 (11/23/2020) 

WR-2220, SUB 4 
Alston Manor Investors JV, LLC WR-3046, SUB 0 (03/11/2020) 

WR-2378, SUB 2 
AMFP IV Waterford, LLC WR-2974, SUB·0 (01/07/2020) 

WR-2063, SUB 4 
Arrowhead Apartments, LLC WR-3184, SUB 0 (08/28/2020) 

WR-2677, SUB I 
B9 Briw Owner, LLC WR-3090, SUB 0 (05/26/2020) 

WR-2808, SUB 2 
Breit MF Asl,ford Place, LLC WR-3246, SUB 0 (10/28/2020) 

WR-2153, SUB 3 
Brideport Fee Owner, LLC WR-2991, SUB.0 (01/28/2020) 

WR-2151, SUB 4 
BCORE MF AS Lake Norman, LP WR-3102, SUB 0 (08/1412020) 

WR-2084, SUB 4 
BCORE MF Timber Creek, LP WR-3022, SUB 0 (03/17/2020) 

WR-2675, SUB I 

1342 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS Saleffransfcr (Continued) 

ORDER GRANTING TRANSFER OF CERTIFICATE,OF AUTHORITY 
AND APPROVING RATES 

Orders Issued 

Company Docket No. Date 
Bel Asl1to11 Limited Parh1ersl1ip WR'3158, SUB 0 (10/01/2020) 

WR-2730, SUB 2 
WR-2036, SUB 5 

Bel Circa Lif!1iled Partnersl,ip WR-3169, SUB 0 (08/21/2020) 
WR0 2015, SUB 2 

Bel leigi, L P. WR'3248, SUB 0 (10/29/2020) 
WR-2876, SUB I 

Be/'Westo11 Limited Partnership WR-3185, SUB 0 (08/19/2020) 
WR-2159, SUB 5 

Bel Whetstone Limited Partnership WR-3078, SUB 0 (04/22/2020) 
WR-1881, SUB 4 

Be/l,ave11 Estates MHC, LLC WR-3034, SUB,O (03/17/2020) 
WR-943, SUB 1 

Bell Fund VWakefield, LLC WR-3215, SUB 0 (10/01/2020) 
WR'1540, SUB 7 

BES Quee11s Fu11d XIII, LLC WR-3155, SUB 0 (08/11/2020) 
WR-2626, SUB I 

Bloomfield Estates, LLC WR0 3066, SUB 0 (05/13/2020 
WR-325,SUB 5 

BMF IV NC Park 2300, LLC WR-3247, SUB 0 (10/29/2020) 
WR-2252, SUB 3 

BMF JV NC Victoria Park, LLC WR-3251, SUB 0 (10/28/2020) 
WR-901, SUB 6 (10/28/2020) 

Bra1111011 Park Apts., LLC WR-2995, SUB 0 (01/22/2020) 
WR-1676, SUB 5 

BREIT MF Modem Way, LP WR-3167, SUB 0 (08.'21/2020 
WR-2248, SUB 2 

Bridge WF NC Woodla11d Estates,-LLC WR-3149, SUB 0 (07/14/2020) 
WR-1506, SUB 6 

Brigl1tleaf Durl1am Associates, LLC WR-3297, SUB 0 (12/15/2020) 
WR-2680, SUB 1 (12/15/2020) 

Caswell Carter Holiday Park, LLC WR-3057, SUB 0 (03/18/2020) 
WR-2281 SUB I 

CBC Part11ers, LLC WR-3077, SUB 0 (04/22/2020) 
WR0 1614, SUB 7 
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WATER RESELLERS-Sale/Transfer (Continued) 

ORDER GRANTING TRANSFER OF CERTIFICATE OF AUTHORITY 
AND APPROVING RA TES 
Orders Issued (Continued) 

Company Docket-No. Date 
CCC Sawmill Point, LLC WR-2862, SUB 0 (02/25/2020) 

WR-2261, SUB 3 
CJ,arlone Holdings 192, LLC WR-3255, SUB 0 (12/01/2020) 

WR-1780, SUB 3 
Chase Roc_kford, LLC, et al WR,3076, SUB 0 (04/14/2020) 

WR-635, SUB 13 
O1urc/1 Street MHP, LLC WRC3J09, SUilO (06/02/2020) 

WR-1996, SUB 4 
Cliff dale Operati11g Compa11y, LLC WR-3130, SUB 0 (06/18/2020) 

WR-2362, SUB 3 
Clemmons Station,Owner, LLC WR-3261, SUB 0 (I 1/24/2020) 

WR-2427, SUB 5 
CLK Gree,ishoro Ow11er, LLC, el al WR-3190, SUB 0 (09/14/2020) 

WR-1936, SUB 4 
Colo11y Burlington II, UC WR-3283, SUB 0 (11/18/2020) 

WR-1931, SUB 1 
Colum11s at Wakefield Property, LP WR-3279, SUB 0 (11/18/2020) 

WR-1633, SUB 5 
CPUS Pe11rose, LP WR-3093, SUB 0 (06/02/2020) 

WR-2813, SUB I (06/02/2020) 
Crabtree Lakeside, LLC WR-3301, SUB 0 (12/03/2020) 

WR-2781, SUB 1 
Croasdaile Cumber/mid Cove, LLC, et. al WR-3132, SUB 0 (07/09/2020) 

WR-2542, SUB 2 
Crossroads Apiirlment Ow11er, LLC WR02985, SUB 0 (01/21/2020) 

WR-851, SUB 11 (01/21/2020) 
Curtis T, LLC WR-2980, SUB 0 (01/09/2020) 

WR-1035, SUB 7 
GUSA N.C Holdings, LP WR-2425, SUB 5 (03/04/2020) 

WR-2404, SUB 3 
DeRosa Capital 11, LLC WR-3292, SUB 1 (12/07/2020) 

WR-2596, SUB 5 
DPR Deer Harbor, LLC WR-2989, SUB 0 (01/22/2020) 

WR-2192, SUB 1 
DPR Paners011 Place, UC WR-3249, SUB 0 (! 1/24/2020) 

WR-2848,.SUB 2 
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ORDER GRANTING TRANSFER OF CERTIFICATE OF AUTHORITY 
AND APPROVING RATES 
Orders Issued (Continued) 

Company Docket No. Date 
Duraleig/1 Fee Ow11er, LLC WR-2993, SUB 0 (01/28/2020) 

WR-2210, SUB 4 
DXE 415 W JU', LLC WR-2988, SUil 0 (01/13/2020) 

WR-2016, SUB 3 
EBSCO West E11d, LLC WR-3085, SUB 0 (04123/2020) 

WR-2703, SUB I 
Edge at Bryant Park Owner, LLC WR-3178, SUB 0 (0812012020) 

WR-2866, SUil I 
Elmira NC Partners, LP WR-3136, SUB 0 (06/30/2020) 

WR-2713,SUB 2 
Enclave at Nori/, Point Owner, LLC WR-3262, SUil 0 (I 1117/2020) 

WR-2683, SUB 2 
Fair Oaks MHI', LLC WR-3021, SUB 0 (02/25/2020) 

WR-1442, SUB I 
Flats Gamer Associates, LLC WR-3291, SUB 0 (12116/2020) 

WR-2455, SUil I 
Falls-Woods, LLC WR-3017, SUil 0 (02125/2020) 

WR-2618, SUB 3 
Gibson Venture, LLC WR-3239, SUB 0 ( I 012712020) 

WR-2165, SUB 3 
Ginkgo Quail Hollow, LLC WR-3103, SUil 0 (0512712020) 

WR-2334, SUB 4 
Glenl,aven, LLC WR-1873, SUil 5 (07131/2020) 

WR-1872, SUB 5 
GRE Springfield, LLC WR-3203,.SUB 0 (09/2212020) 

WR-2234, SUD 3 
Hargett408, LLC WR-3209, SUB 0 (10/29/2020) 

WR-1912, SUD 4 
HART Providence Farm, LP WR-2994, SUB 0 (0112112020) 

WR-2499, SUB I 
Highla11d Ridge Owner, LLC WR-3263, SUB 0 ,(12/0212020) 

WR-814, SUB 9 
HM Mou11tai11eer-lndy, LLC WR-3312, SUB 0 (12/03/2020) 

WR-2839, SUB 2 
Hudson 5401 Property, LLC WR-3075, SUB 0 (04121/2020) 

WR-2765, SUB I 
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WATER RESELLERS-Sale/fransfcr (Continued) 

ORDER GRANTING TRANSFER OF CER1'1FICATE OF AUTHORITY 
AND APPROVING RA TES 
Orders Issued (Continued) 

Company Docket No. Date 
Hunt Club Apartments, LLC WR-3204, SUB 0 (09116/2020) 

WR-2550, SUB 1 
Hu11tersvi/le (NC) Owner, LLC WR-3265, SUB 0 (12102/2020) 

WR-811, SUB 12 
/MT Capital V Bal/entyne, LLC WR-3320, SUB 0 (lm212020J 

WR-2526, SUB I 
l11depe11dence Park Investor, LLC WR-3120, SUB 0 (07131/2020) 

WR-1214, SUB 5 
/PX/ MF Bridford Investors, LLC WR-3152, SUB 0 (07115/2020) 

WR-2143, SUB 4 
Kannan Station Owner, LLC WR-3276, SUB 0 (11/23/2020) 

WR-2427, SUB 7 
K11igl1tvest Chandler at University Tower, LLC WR-3173, SUB,O (08111/2020) 

WR-1384, SUB 8 
KV Hawtl,or11e at Trace, LLC WR-3146, SUB 0 (07/14/2020) 

WR-1430, SUB 7 
KV Maxwell, LLC WR-3270, SUB 0 (11117/2020) 

WR-1952, SUB 4) 
KV Retreat at Lake Lymi Apts., LP WR-3269, SUB 0 c121omo20J 

WR-2377, SUB 3 
Lakewood I & II (NC) Owner, LLC WR-3280, SUB 0 (11/2412020) 

WR-817, SUB 9 
WR-2358, SUB 5 

Lantower Garrison Park Charlotte, LP WR-3033, SUB 0 (03110/2020) 
WR-2632, SUB I 

Lantower Weston Co111ers Raleigh, LP WR-3032, SUB 0 (0511912020) 
WR-2476, SUB I 

Laramar Co1Ii11s Crossings Assoc., LLC WR-3070, SUB 0 (04108/2020) 
WR-1551, SUB 2 

LAT Battlegroutid Park, LLC WR-3252, SUB 0 (10/29/2020) 
WR-1550, SUB 2 

Latitude Meu,o 1 Apartments, LLC WR-3023, SUB 0 (02/2512020) 
WR-2067, SUB 5 

LCP Hillsboroug/1, LLC WR-3087, SUB 0 (04/29/2020) 
WR-787, SUB 7 

LHNH Crescent Oaks, LLC WR-3121, SUB 0 (06/17/2020) 
WR-2045, SUB I 
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ORDER GRANTING TRANSFER OF CERTIFICATE OF AUTHORITY 
AND APPROVING RATES 
Orders Issued (Continued) 

Company Docket No. Date 
Legacy· Vil/age, LLC WR-3170, SUB 0 (08/06/2020) 

WR-2254, SUB I 
MAG Ke/tonwood, LLC WR-3116, SUB 0 (06/I0/2020) 

WR-2846, SUB 1 
Magnolia Terrace Property, LP WR-3240, SUB 0 (12/03/2020) 

WR-2137 SUB I 
MC NC Acquisitio11 3, LLC WR-2981, SUB 0 (01/27/2020) 

WR-2758, SUB 2 
MCP Dillon Residential, LLC WR-3314, SUB 0 (12/22/2020) 

WR-2522, SUB 2 
MCREF Andover, LLC WR-3036, SUB 0 (03/02/2020) 

WR-I 882, SUB 5 
MDB Rl lofts NC, LLC WR-31 I I, SUB 0 (06/02/2020) 

WR-2269, SUB 2 
MM Arrowood, LLC,· et al. WR-3068, SUBO (04/07/2020) 

WR-2555, SUB 2 
Mooresville Apt Owner, LLC WR-3020, SUB 0 (02/12/2020) 

WR-2237, SUB 1 
Morga11l011·0peruting Company, LLC WR-3129, SUB 0 (06/22/2020) 

WR-2361, SUB 3 
MREI JV Courtney, LLC WR-3029, SUB 0 (03/04/2020) 

WR-321, SUB 13 
Noblewood NC Partners, LLC WR-3047, SUB 0 (03/19/2020) 

WR-1564, SUB 5 
Nortl, Hills Acquisitio11, LP WR-3024, SUB 0 (04/14/2020) 

WR-571, SUB 11 
PAC City Park View II, LP WR-3179, SUB 0 ( I 0/20/2020) 

WR-2383, SUB 3 
Parkside Village J11vestors, LLC WR-3019, SUB 0 (02/13/2020) 

WR-727, SUB 6 
Parkway Statio,i Owner, LLC WR-3266, SUB 0 (11/17/2020) 

WR-2427, SUB 6 
PRCP~NC Gree11sboro, LLC WR-3114, SUB 0 (06/10/2020) 

WR-2289, SUB I 
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WATER RESELLERS - Salo/J'ransfer (Continued) 

ORDER GRANTING TRANSFER OF CERTIFICATE OF AUTHORITY 
AND APPROVING RATES 
Orders Issued, (Continued) 

Company Docket No. Date 
Presley .Uptown Ve11ture, LLC WR-3058, SUB 0 (03/12/2020) 

WR-1992, SUB 4 
PRG Falls al Duraleigi, Associates (DE) WR-3089, SUB 0 (05/1212020) 

WR-1800, SUB 4 
Regatta LL Property, LLC WR-3238, SUB 0 (11/12/2020) 

WR-1984, SUB 4 
REOF fl Greensboro 011e, LLC WR-3097, SUB O (05/20/2020) 

WR-2309, SUB 2 
REOF [[ Greensboro Two, LLC WR-3096, SUBO (05/20/2020) 

WR-23!0, SUB 3 
RK Pointe at Prosperity Village DST WR-2973, SUB 0 (01/07/2020) 

WR-2398, SUB 3 
Robert Wl,itley Jr. Family Limited Partner; TJ,e WR-3160, SUB 0 (07/20/2020) 

WR-323, SUB 15 
Sailboat Fee,Owner, LLC WR-2992, SUBO (01/28/2020) 

WR-2214, SUB 4 
S1,aron Poi11te Ow11er, LLC WR-3267, SUB 0 (11/17/2020) 

WR-8!0, SUB 12 
Sharo11 Square Mixed Use, LLC WR-3038, SUB 0 (03/11/2020) 

WR-2475, SUB 1 
Soutl,point Acquisitio11, LLC WR-3119, SUB 0 (06/1212020) 

WR-1385, SUB 7 
Southwood Landings at Steel Creek, ~LC WR-3244, SUB 0 (11/04/2020) 

WR-227, SUB 7 
Southwood Twin Cedars, LLC WR-3242, SUB I (11/20/2020) 

WR-226, SUB 8 
SPUS8 CLT North Tower, LP WR-3201, SUB.O (11/17/2020) 

WR-1919, SUB 6 
SPUS8 CLT South Tower, LP WR-3200, SUB 0 (11/16/2020) 

WR-2249, SUB 3 
SRC Quail Woods, Inc. WR-3300, SUB 0 (1212212020) 

WR-9!0, SUB 44 
SREIT Erwi11 Residential, LP WR-3213, SUB 0 (09/24/2020) 

WR-2444, SUB 3 
ST Metropolitan, LLC WR-3221, SUB 0 (11/13/2020) 

WR-2775, SUB 2 
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INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS Sale/Transfer (Continued)' 

ORDER GRANTING TRANSFER OF CERTIFICATE OF AUTHORITY 
AND APPROVING RATES 
Orders Issued (Continued) 

Company 
Steele Creek Property, LLC 

Sterli11g Sto11e8rook, LLC 

STO Properties, LLC, et al. 

Stone Ridge Charlotte, LLC 

Strata Enstcl,ester, LLC 

Strata Ho/lowNC, LLC 

Strata Midtow11, LLC 

Strata Brandemere, LLC 

SWJ Clevela11d Crossing, LLC 

TBR Lake Boone Owner, LLC 

Tllornhill Apartments Owner, LLC 

Triangle Arborgate, Inc. 

Triangle Avalon of Asheville, Inc. 

Triangle Huntersville Commo11s, LLC 

Tria11gle Woodbridge, l11c. 

Trinity Station Owner, LLC 
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Docket No. 
WR-3055, SUB 0 
WR-2467, SUll 2 
WR-3005, SUB 0 
WR-2202, SUB 2 
WR-3067, SUB 0 
WR-2454, SUB 4 
WR-3067, SUll I 
WR-2454, SUB 5 
WR-3150, SUB 0 
WR-2304, SUB 4 
WR-3165, SUB 0 
WR-1762, SUB 6 
WR-3163, SUB 0 
WR-1670, SUB 5 
WR-3164, SUB0 
WR-2231, SUll 3 
WR-3162, SUB 0 
WR-292I;SUB I 
WR-3310, SUB 0 
WR-1592, SUll l 
WR-3187, SUB 0; 
WR-1374, SUB 7 
WR-1374, SUB 8 
WR-3259, SUB 0 
WR-1867, SUB 4 
WR-3286, SUB 0 
WR-I 125, SUB 80 
WR-3289, SUB 0 
WR-1125,SUB 82 
WR-3285, SUB 0 
WR-1125, SUB 79 
WR-3287, SUB 0 
WR-1125, SUll 81 
WR-3268, SUB 0 
WR-2219, SUB 3 

Date 
(03/12/2020) 

(01/22/2020) 

(04/29/2020) 

(04/2912020) 

(08/11/2020) 

(07/3112020) 

(07131/2020) 

(07/31/2020) 

(07/31/2020) 

(12/3012020) 

(11/0612020) 

(11/13/2020) 

(11/20/2020) 

(I 1/2412020) 

(11/18/2020) 

(12/22/2020) 

(11/20/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS Sale/Transfer (Continued) 

ORDER GRANTING TRANSFER OF CERTIFICATE OF AUTHORITY 
AND APPROVING RA TES 
Orders Issued (Continued) 

Company Docket No. Date 
Turkoise Durliam, LLC WR-3035, SUB 0 (06/26/2020) 

WR-785, SUB 13 
WR-1876, SUB 4 

USCMF Manllall Park, LLC WR-2972, SUB O (01/07/2020) 
WR-1864, SUB 2 

Village at Brierfield Ow11er, LLC WR-3271, SUB 0 (I 1/17/2020) 
WR-2223, SUB 5 

Village at Roadstone Station /JI, LLC, et al. WR-3217, SUBO (12/17/2020) 
WR-1601, SUB 4 

Waterford Place Ow11er, LLC WR-3018, SUB 0 (02/25/2020) 
WR-2197, SUB I 

Waters Edge Owner, LLC WR-3272, SUB 0 (11/20/2020) 
WR-711,SUB 6 

WE Brassfield Paik Ow11er, LLC WR-3131, SUB 0 (06/24/2020) 
WR-1619, SUB 7 

West Sl,ore Pleasa11t Ridge, LLC WR-3125, SUB 0 (06/18/2020) 
WR-1767, SUB 2 

Westford Apartme,1/s WEH, LP WR-3311, SUB 0 (12/30/2020) 
WR-2809, SUB 2 

Westo11 Lakeside, LLC WR-3054, SUBO 03/18/2020 
WR-601, SUB 13 

Wexford·Ow11er, LLC WR-3273, SUB 0 (11/17/2020) 
WR-813, SUB 13 

Wl,ispering Pines Mobile Estates, LLC WR-3288, SUB 0 (12/07/2020) 
WR-2712, SUB2 
WR-3288, SUB I (12/07/2020) 
WR-2712, SUB 3 

Wilitehall Estates Apartments, LLC, et al. WR-3134, SUB 0 (06/23/2020) 
WR-2302, SUB 4 

Wildewood W99 LAP, LLC WR-3227, SUB 0 ( I 0/09/2020) 
WR-2961, SUB 2 

Willow Gle11 Rockford, LLC WR-3081, SUB 0 (04/22/2020) 
WR-633, SUB 13 

Willoff's NC Aparhne11ts SPE, LLC WR-3001, SUB 0 (01/22/2020) 
WR-2529, SUB 2 

Wi11dsor Park NOAH, LLC WR-3188, SUB 0 (09/24/2020) 
WR-2525, SUB 3 
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INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS Sale/Transfer (Continued) 

ORDER GRANTING TIIANSFER OF CERTIFICATE OF AUTHOIIITY 
AND APPROVING RATES 
Orders Issued (Continued) 

Company Docket No. ~ 
WMJ Parks_ide al Five Poi11ts, LLC WR-3015, SUB 0 (02/18/2020) 

WR-1911, SUB 5 
Woodbrook Ow11er, LLC WR-3275, SUB 0 (11/24/2020) 

WR-812, SUB 13 
86 Nor//, CGC, LLC WR-2885, SUB 0 (01/07/2020) 

WR-2190, SUB 2 
II8PC Apt, LLCs WR-3157, SUB 0 07/22/2020 

WR-1845, SUB 2 
I000HL Apts, LLC WR-3298, SUB 0 (12/02/2020) 

WR-2893, SUB 2 
2630 Sou/I, MMXIX, LLC WR-3069,'SUB 0 (04/07/2020) 

WR-2628, SUB I 
6225 HC Holdi11gs, LLC WR-3210, SUB 0 (11/13/2020) 

WR-2035, SUB 5 
12000 Wisdom Drive Holdings, LLC WR-3052, SUB 0 (03/18/2020) 

WR-1723, SUB 6 

ORDER GRANTING TRANSFER OF HWCCWA CERTIFICATE OF 
AUTHOIIITY AND APPROVING RATES 

Company 
Cary Holdings 184, LLC 

DeRosa Capital 11, UC 

Georgetow11e Woods Holdi11gs #I 

Livi11gston at Laurel Hills, LLC 

MIMG CLXVIII Forest 
Hills Sub, LLC, et al. 

Raleigh Holdings 176, LLC 

Somerest Ow11er, LLC 

Orders Issued 
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Docket No. 
WR-3237, SUB 0 
WR-1383, SUB 6 
WR-3292, SUB 0 
WR-2596, SUB 4 
WR-3030, SUB 0 
WR-I 125, SUB 69 
WR-3056, SUB 0 
WR-1823, SUB 5 

WR-3293, SUB 0 
WR-1716, SUB 18. 
WR-3254, SUB 0 
WR-2585, SUB 2 
WR-3026, SUB 0 
WR-2441,SUB2 

Date 
(10/28/2020) 

(12/07/2020) 

(03/04/2020) 

(03/19/2020) 

(12/22/2020) 

(11/17/2020) 

(03/03/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLERS-Saleffransfcr (ContinUed) 
Cltarlotte Holdings 360, LLC- WR-3028, SUB O; WR-2826, SUB l; WR-2827, SUB l; Order 

Granting Transfer of HWCCWA Certificates of Authority and Approving Ratcs'(Charlotte 
360 Apartments) (03/24/2020) 

WM/ Capital Flats & Magnolia Square, LLC-- WR-3230, SUD O; WR-2388, SUB 2; WR-2977, 
SUB 2; Order Granting Transfer of HWCCWA Certificates of Authority and Approving 
Rates (12/04/2020) 

WATER AND SEWER-Tariff Revision for Pass-Through 

ORDER APPROVING TARIFF REVISION 
Orders Issued 

Company 
AERCS0,1tl1point, LP 
AGM Greystone, LLC 
AGM Sto,ie Point, LLC 
Alexandarel, LLC 
Alexander Crossings, LLC 
Alta Purl Apartments, LLC 
Amber/eigfl S/,ores, LLC 
Amelia Station, LLC 
AMFP IV Waterford, LLC 
AP TBR Morehead West Ow11er, LLC 
Apartment REIT Residence at Braemar, LLC 

(Residence at Braemar Apts.
Mecklenburg County) 

(Residence al Braemar Apts.-
Meck/enburg County) 

Arbor Trace Apts LLC 
Arboretum, LP; The 
Arcadian V,Jlage Ow11er, LLC 
Arcl,dale DNB, LLC, et al 
ARIM Williamsburg, LLC 
ART II SPE, LLC 
Arwen Vista Property Owner, LLC 
Atwood, LLC 
Arium Pi,macle Ridge, LP 
Atkins Circle I, LLC 
Atkins.Circle JI, LLC 

(Atkins Circle Pltrase II Apts.) 
(Atkins Circle Phase II Apts.) 
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Docket No. 
WR-1312, SUB 8 
WR-2160 SUB 4 
WR'2157 SUB 4 
WR-2216, SUB 5 
WR-2609, SUB I 
WR-3048, SUB 1 
WR-1522, SUB 2 
WR-1632, SUB 5 
WR-2974, SUB I 
WR-2342, SUB 2 

WR-655, SUD 5 

WR-655, SUB 6 
WR-2213, SUB I 
WR-2463, SUB 4 
WR-2519, SUB 2 
WR-2880, SUB I 
WR-2150 SUB 4 
WR-3127, SUB I 
WR-1562, SUD 5 
WR-1283, SUD 7 
WR-1770, SUB 3 
WR-277, SUB 7 

WR-747, SUB 6 
WR-747, SUB 7 

Date 
(11/16/2020) 
(09/2212020) 
(09/24/2020) 
(08/10/2020) 
(08/24/2020) 
(07/30/2020) 
(03/03/2020) 
(08/07/2020) 
(08/17/2020) 
(08/24/2020) 

(01/03/2020) 

(08/27/2020) 
(01/03/2020) 
(08/26/2020) 
(08/19/2020) 
(07/30/2020) 
(09/29/2020) 
(08/07/2020) 
(08/20/2020) 
(08/17/2020) 
(08/05/2020) 
(01/27/2020) 

(01/27/2020) 
(08/17/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER-Tariff Revision for Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (C9ntinued) 

Company Docket No. Date 
Austo11 Woods- Cl,arlotte-Phase J 

Apart111e11ts, Limited Partnership WR-232, SUB 11 (08/27/2020) 
Aus/011 Woods -Cltarlotte-Pllase II 

Apartments, Limited Part11ership WR-721, SUB 11 (08/25/2020) 
Autumn Park Owner, LLC WR-1378, SUll 8 (09/02/2020) 
Ava11t at Steele Creek, ~p WR-2897, SUB I (07130/2020) 
Awoods,LLC WR-2568, SUll 2 (09/09/2020) 
B9 Briw Ow11er,.LLC WR-3090, SUB I (08/07/2020) 
Baitlbridge-NC, LLC WR'2504, SUll 3 (09/09/2020) 
Ban11er Parkside, LLC WR-2450, SUB 3 (08/03/2020) 
BCORE MF A11s011, LLC WR-2850, SUll I (08/07/2020) 
BCORE MF AS Lake Norman, LP WR-3 I 02, SUB I (12/29/2020) 
Beaucatclter Flats Apart111e11ts, LLC, et al. WR-2643, SUll 2 (08/28/2020) 
Beaver Creek, Apex, LLC WR-881, SUB 7 (10/19/2020) 
Beaver Creek Crossing, LLC WR-2472, SUll 3 (09/15/2020) 
Bedrock Holdi11gs 11 (Cltarlotte), LLC 

(Harris Pond Apts.) WR-1718, SUll 30 (07/23/2020) 
(Mallard Creek Apartments) WR-1718, SUB 31 (07/23/2020) 
(Northlake Apartments) WR-1718,.SUll 32 (07/24/2020) 
(Providence Court Apartments) WR-1718, SUB 33 (07/23/2020) 

Bel E11core Limited Part11ersl1ip WR-2571, SUB I (08/31/2020) 
Bel Garrett Limited Partners/tip 

(Garrett West Apartments) WR-2933, SUB I (04/28/2020) 
(Garrell West Apartments) WR-2933, SUB 2 (08/06/2020) 

Bel Haven, LLC, dlb/a Bel Haven LLC, MA WR-2389, SUB 3 (08/11/2020) 
Bell Fund V 605 West, LP WR-2145, SUD 4 (08/20/2020) 
Bell HNW Excl1ange Apex, LLC WR-1765, SUll 4 (08/31/2020) 
Bel Pineville Limited Part11ersi,ip WR-1037, SUB IO (08/25/2020) 
Bel Repr,blic Limited Part11ersl,ip WR-2666, SUll 2 (08/19/2020) 
Bel Tlwmberry Limited Partilersl,ip WR-2177, SUD 4 (07/28/2020) 
Bi!/ Tryon Limited Part11ersllip WR-2828, SUB I (09/14/2020) 
Bel WJ,etsto11e Limited Partnership WR-3078, SUB I (09/15/2020) 
Bel Wl1itel1all Limited Partnersl,ip WR-2140, SUll 4 (08/11/2020) 
Bel Vi11oy, LLC WR-2307, SUll 4 (08/10/2020) 
Be/l,ave11 Estates MHC, LLC WR-3034, SUD I (l 2/07/2020) 
Bell Fund V Hawjield Farms; LP WR-1904, SUB 5 (09/23/2020) 
Bell Presto1rReser.ve, LLC WR-2668, SUll 2 (09/29/2020) 
Berkeley Place Apartrne11t Owner, LLC WR-2474, SUll 3 (09/01/2020) 
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INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER -Tariff Revision for Pass-Through (COntinued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
Bermuda Run Owner, LLC 
BES-Berewick Fu11d XII, LLC 
BFN Steele Creek, LLC 
BHC -Hawlf,orne Pi11nacle Ridge, LLC 
B/11-SEI Hamilton Ridge, UC 
BIii-SE/ Mari11ers, LLC 
BHJ -b1digo, LLC 
BHJ -Li11de11 Davidson, LLC 
BIF -Amberwood at Locl,mere, LLC 
Big Arbor Village NC, LLC 
BIG Ellis NC, LLC 
Blue Atlm1tic Flats, LP 
Boulevard at Nortl, Cedar Street, LLC; The 
BR Park & Ki11gsto11 Charlotte, LLC 
BR Wesley Village, LLC 
Bradford I SPE, LLC 
Braxton Place Apartments, LLC 
BRC Alexandria Park, LLC 
BRC CI,arlotte 485, LLC 
BRC Jackso,iville Commons, LLC 
Bridge WF NC Woodland Estates, LLC 
Brier·Creek Investors JY, LLC 
Brigl1twood Crossing Apartments, LLC 
Broadsto11e Morehead, LLC 
Broadstone Willard, LLC 
Bromley Park, LLC 
Brookson Flats Associates SPE, LLC 
Bryanskybrook, LLC, el al 
C a11d J Catalyst, LLC 
Cambridge NC Warwick, LLC 
Camde,i Gle11, LLC 
Canopy al Baybrook, LLC, el al 
Carlyle Place, LLC 
Carmel Yal/ey II, LP 
Carolina Rental Parks Assoc., Limited 
Carver Equity Fu11d, LLC 
Cary Gree11s, LP 
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Docket No, 
WR-3000, SUB I 
WR-2502, SUB 3 
WR-2074, SUB 5 
WR-1513, SUB 7 
WR-2477, SUB I 
WR-1228, SUB 5 
WR-2687, SUB I 
WR-2684, SUB 2 
WR-3051, SUB 1 
WR-1660, SUB 7 
WR-2877, SUB I 
WR-2908, SUB I 
WR-2079, SUB 5 
WR-1795, SUB 7 
WR-2340, SUB 3 
WR-1579, SUB 3 
WR-2142 SUB I 
WR-2006, SUB 5 
WR-501, SUB 13 
WR-1275, SUB 5 
WR-3149, SUB I 
WR-2189 SUB I 
WR-543, SUB IO 
WR-3139, SUB I 
WR-2865, SUB I 
WR-665, SUB 2 
WR-2469 Sub 2 
WR-2762, SUB 2 
WR-III 6, SUB 6 
WR-514, SUB 9 
WR-1913, SUB 3 
WR-2759, SUB 2 
WR-647, SUB 2 
WR-71, SUB 13 
WR-1070, SUB IO 
WR-2787, SUB I 
WR-2380, SUB 3 

~ 
(I0/13/2020) 
(08/03/2020) 
(09/22/2020) 
(08/25/2020) 
(08/I0/2020) 
(08/10/2020) 
(11/24/2020) 
(08/07/2020) 
(09/15/2020) 
(07/28/2020) 
(08/27/2020) 
(08/06/2020) 
(08/05/2020) 
(08/07/2020) 
(09/24/2020) 
(08/13/2020) 
(01/03/2020) 
(I 1/10/2020) 
(07/28/2020) 
(07/27/2020) 
(09/15/2020) 
( I 1/04/2020) 
(10/07/2020) 
(11/12/2020) 
(06/01/2020) 
(12/14/2020) 
(08/05/2020) 
(07/28/2020) 
(09/17/2020) 
(06/01/2020) 
(05/12/2020) 
(08/04/2020) 
(12/14/2020) 
(08/14/2020) 
(09/08/2020) 
(01/08/2020) 
(08/14/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER Tariff Revision for Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company Docket No. Date 
Cary Reserve, LLC WR-2893, SUB I (08/18/2020) 
CC Apartme11ts, LLC WR-1683, SUB I (09/08/2020) 
CCNRP,LLC WR-2754, SUB 2 (08/04/2020) 
CC Tryon Park at Rivergate, LLC, eta/. WR-2453, SUB 3 (08/07/2020) 
CCB Mo11tford Park, LLC WR-2767, SUB 2 (09/29/2020) 
CCC Asbury Flats, LLC WR,2033, SUB 5 (11/12/2020) 
CCC Flats on Fro11t, LLC WR-3122, SUB I (10/13/2020) 
CCC Forest at Biltmore Park WR-1742, SUB 7 (09/28/2020) 
CCC Midwood Flats, LLC WR-2527, SUB 2 (09/08/2020) 
CCC One Nor111a11 Square, LLC WR-1628, SUB,6 (08/07/2020) 
CCC Residences at Biltmore Park, LLC, et al WR-2229, SUB 4 (09/29/2020) 
CCC Verde Vista, LLC WR-2115, SUB4 (09/28/2020) 
CCC Tlte Edison, LLC WR-1709, SUB 4 (08/03/2020) 
CCC Villages aJ Peca11 Grove, LLC, et al. WR-1970, SUB 3 (08/28/2020) 
CC.SFA MF At/1erto11, LJ,.C WR-2878, SUB I (09/03/2020) 
Ce11tral Avenue Apartments Charlotte, LLC WR-2900, SUB I (I 0/26/2020) 

Cl,ar/otle Hills MHP, LLC WR-2314, SUB 4 (I 0/26/2020) 
Cltarlo«e NC Apartments SPE, LLC WR-2832, SUB 1 (09/17/2020) 
C/,ar/otte Nord1/ake Multifamily LeaseCo, LLC WR-2332, SUB 2 ( I 2/29/2020) 
C!,arlo«e Ow11er 2, LLC, et al 

(Matthews Point Apartments) WR-2376, SUB 9 (10/01/2020) 
(Waterford Hills Apts.) WR-2376, SUB IO (10/01/2020) 
(Mission Matihews Place Apts.) WR-2376, SUB 11 (10/01/2020) 

Chartwel/ Patterson Place, LLC 
(Lenox at Patterson Place Apts:) WR-2868, SUB 1 (08/12/2020) 

Chelsea J,ivestn1e11ts, LLC WR-2232, SUB 4 (09/23/2020) 
C/e111111011s Tow11·Center Apartme11ts, LLC WR-1756, SUB 2 (I 2/14/2020) 
CMF Crescent Commons, LLC WR-2949, SUB I (09/08/2020) 
CMF 15 Portfolio, LLC 

(Colonial Grand at Patterson Place Apts.) WR-955, SUB 57 (07/20/2020) 
(Arringdon Apartments) WR-955, SUB 58 (07/20/2020) 
(Colonial Grand at Beverly CrestApts.) WR-955, SUB 59 (07/22/2020) 
Order Approving Tariff Revision 
(Colonial Grand at Mallard Creek Apts.) WR-955, SUB 60 (07/22/2020) 
Order Approving Tari tr Revision 
(Lake at University Apartments; The) WR-955, SUB 61 (07122/2020) 

Collectio11 at t/1e Park, LLC; The WR-1960Sub 4 (08/03/2020) 
Co/011ial NC, LLC WR-1284, SUB 8 (07/23/2020) 
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INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER Tariff Revision for Pass-Through {Conlinued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

company 
Commonwealh Road Properties, LLC 
Conabeer Properties, LLC 

(L-Ofts at South Slope Apts.; The) 
(Lofts at South Slope Apts.; The) 

Courtney Oaks Apartments II, LLC 
CPT NoDa Apartments, LLC 
CPUS Penrose, LP 
CR Balla11ty11e, LLC 
Crestmont at Ballantyne Apartments, LLC 
Croasdaile Cumberla11d Cove, LLC, el al. 
Crossroads Limited Partnersl,ip 

(Franklin a( Crossroads Apts.; The) 
(Franklin Crossroads Apts.; The) 

Crown Point SoutI,, LLC 
Crow11e at Fairlawn Associates, L P. 
Crowne al Polo Associates, L P. 
Crowne Cary Park, Limited Partnersl,ip 
Crowne Club Associates, LP 
Crow11e Forest Associates, LP 
Crowne Garden Associates, L P. 
Crowne Lake Associates, L P. 
CRP-GREP Overture Cenle1111ial Owner, LLC 
CRPG-GREP Overture Colswold·Owner, UC 

(Overture Cotswold Apts.) 
(Overture Cotswold Apts.) 

CRP-GREP Overture Providence Owner, LLC 
CR SL Mary's Square, LLC 
CR Village, LLC 
CW Alpl,a Mill Aparlme11ts, LP 
CW Reserve Apartments, LP 
CWS Ballantyne, LP 
CWS Carmel Valley Assoc., LP, et al 
DFHC Corpora/ion, J11c. 
Dilworil, Apartments, LLC 
Dilworll, Yenlures, LLC 
Dislricl AL, LP; The 
Do11aJl,an Cary Limited Partnership 
DP Woodberry Aparlnte11ts, LLC 
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Docket No. 
WR-1069, SUIJ 10 

WR-1659 SUB 3 
WR-1659 SUB 4 
WR-2508, SUB I 
WR-2967, SUB I 
WR-3093, SUB I 
WR-2692, SUB I 
WR-335, SYB 16 
WR-3132, SUB I 

WR-2621, SUB I 
WR-2621, SUB 2 
WR-2531, SUB 2 
WR-1032, SUB 5 
WR-1034, SUB 5 
WR-2486, SUB 2 
WR-1031, SUB 5 
WR-1030, SUB 5 
WR-319, SUB 8 
WR-318, SUB 9 
WR-2956, SUB I 

WR-2638, SUB I 
WR-2638, SUB 2 
WR-3064, SUB I 
WR-2635, SUB I 
WR-2693, SUB I 
WR-2173, SUB I 
WR-2507, SUB I 
WR-2750, SUB 2 
WR-1267, SUB 9 
W-1315, SUB 5 
WR-2083, SUB 3 
WR-2554, SUB 3 
WR-2910, SUB I 
WR-558, SUB 14 
WR-2795, SUB I 

Date 
(11/03/2020) 

(01/06/2020) 
(I 0/06/2020) 
(07/29/2020) 
(08/07/2020) 
(09/1"4/2020) 
(09/2212020) 
(10/21/2020) 
(08/04/2020) 

(02/11/2020) 
(10/07/2020) 
(09/25/20200 
(02/17/2020) 
(02/17/2020) 
(04/28/2020) 
(02/17/2020) 
(02/17/2020) 
(02/18/2020) 
(02/18/2020) 
(09/25/2020) 

(06/01/2020) 
(09/11/2020) 
(10/12/2020) 
(10/05/2020) 
(12/29/2020) 
(07/29/2020) 
(07/29/2020) 
(08/14/2020) 
(l0/05/2020) 
(07/13/2020) 
(09/28/2020) 
(07/29/2020) 
(07/30/2020) 
(07/28/2020) 
(06/01/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER Tariff Revision for Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
DPR Cary,LLC 
DPR Elli!J' Crossing Property, LLC 
DPR Liberty Ware!,ouse, LLC 
DR//Maple Tompkins.Mill, LLC 
Dur/tam 345 Owner, LLC 
Durham City Ce11ter II, LLC 
Durhan, Holdi11gs #1, LLC 
Durl,am Holdings #3, LLC 
Eagle Property LLC 
EBEXWS,LP 
Edison Two, LLC, et al. 
Edward Rose Mille,mial Development, LLC 

Docket No. 
WR-1743, SUB 5 
WR-2581, SUB 2 
WR-3008, SUB I 
WR-2789, SUB 2 
WR-2575 SU!l 3 
WR-2543, SUB I 
WR-1467, SUB 7 
WR-2517, SU!l I 
WR-1085, SUB 2 
WR-2596, SUB 3 
WR-2432, SUB 3 

(Ave/Ian Springs Apartments) WR-1935, SU!l 5 
(Avellan Springs Apartments) WR-1935, SUB 6 

EEA-Wildwood, LLC WR-629, SU!l 12 
Eltivatio,i Apartments, LLC WR-1663 SUB 1 
Elizabeth Square Holdco, LP WR-2698, SUB 2 
Elon Crossing, LLC WR-1535, SU!l 7 
Everest Bra111pto11, LP WR-1091, SUD 10 
Excltange Holly Springs Holdings, LLC WR-2963, SUB I 
Fal/s-Woods,'LLC WR-3017,SUB I 
FC Meadowbrook LLC WR0280, SUB 7 
Fieldstone Parlners, LLC WR-1749; SUB I Order Approving Tariff Revision 
Fisher-Forest Village Salisbury 

Square lnv~·t111e11t,.LLC 
Forest.at Chasewood Apartme11ts, LLC 
Forest Edge Townl,omes, LLC 
Fou11tai11s Matd1ews, LLC 
FPJI Crossing al Quail, LLC 
Free Tl,row NC Partners, LLC 
Frie11dly Center Apartme11ts, LLC 
Frie11dly Gree11e, LLC 
G&.J IX Lake Camero11, LLC 
G Part11ersl,ip, LP 
Galleria Part11ers JJ, LLC 
Galleria Property, LLC 
Gateway West-FCA, LLC 
Ginkgo Arbor Creek, LLC 
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WR-2266, SUIJ· 5 
WR-1997, SU!l 5 
WR-3053, SUB I 
WR-2023, SU!l4 
WR-2634, SUB 2 
WR-1855,SUB4 
WR-2887, SUB•! 
WR-2720, SUB 1 
WR-2572, SU!l 2 
WR-1262, SUB 9 
WR-925, SUB 8 
WR-2605, SUB 2 
WR-1561 SUB 6 
WR-2483, SUB 5 
WR-2483, SU!l 4 

Date 
(09/14/2020) 
(08/10/2020) 
(09/14/2020) 
(08/27/2020) 
(08/12/2020) 
(12/01/2020) 
(I 1/12/2020) 
(09/15/2020) 
(10/28/2020) 
(09/25/2020) 
(10/05/2020) 

(08/04/2020) 
(10/22/2020) 
(09/21/2020) 
(0 ! /02/2020) 
(08/12/2020) 
(08/14/2020) 
(09/01/2020) 
(09/30/2020) 
(08/05/2020) 
(12/23/2020) 
(02/17/2020) 

(12/29/2020) 
(08/24/2020) 
(12/23/2020) 
(09/22/2020) 
(08/24/2020) 
(06/10/2020) 
(05/26/2020) 
(06/15/2020) 
(08131/2020) 
(08/27/2020) 
(09/01/2020) 
(09/30/2020) 
(09/03/2020) 
(09/23/2020) 



IND.EX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER-Tariff Revision for Pass-Through (Contin1Jed) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
Ginkgo Aurora, LLC 
Ginkgo Biscay11e,.LLC 
Ginkgo Briar Creek, LLC 
Ginkgo BVG, LLC 
Ginkgo Croasdaile, LLC 
Ginkgo Kiminerly, LLC 
Ginkgo Lakeside, LLC 
Gi11kgo Parkwood, LLC 
Ginkgo Quail Hollow, LLC 
Ginkgo Weyla,1d, LLC 
Ginkgo Willowdaile, LLC 
Ginkgo Yorktown, LLC 
Glenwood Ra/eig/J Apartments LLC 
Golden Triangle #I LLC 
Golden Triangle #4 -S'h Street, LLC 
Golden Triangle #7 -Co1mnonwealt/J, LLC 
Goldsboro Apartments Investors, LLC 
Goldsboro Properties,-LLC 
Gramercy Glenwood, LLC 
Gra11d Reserve at Pavilions, LP 
Gra11d View Holdings, LLC 
Graybul Meadows, LP 
GRE Asl1eville Owner, LLC 
GRE Carrington, LLC 
Guardian Tryon Village, LLC 
GUGV Poplar a,arlotte Property Ownir,g, LP 
Hampstead J11vestors, LLC 

(Hampstead Place Apartments) 
(Hampstead Place Apartments) 

Harding Place Residential Partners, LLC 
Harris Blvd. Commu11ities I, LLC 
HART Provid,mce Farm, LP 
Hawthorne at Smit/, Creek Apartments, LLC 
Hawtl,ome-Midway Cade11c~ LLC 
Hawtlior11e.:.Midway Stratford, LLC, et aL 
Hawt/1orne-Midway Turtle Creek 

Phase 111, LLC, et al. 
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Docket No. 
WR-3037, SUB 1 
WR-2442, SUB 3 
WR-2443, SUB 3 
WR-1519, SUB 8 
WR-2282, SUB 5 
WR-1729, SUB 6 
WR-2815, SUB 1 
WR-2275, SUB 5 
WR-3103, SUB 1 
WR-2613, SUB 1 
WR-2530, SUB 3 
WR-2959, SUB I 
WR-1833, SUB 4 
WR-1400, SUB 7 
WR-1809, SUB 6 
WR-2097, SUB 5 
WR-1131, SUB 2 
WR-1263, SUB 2 
WR-2123, SUB 3 
WR-2320, SUB 2 
WR-2042, SUB 3 
WR-2030, SUB 12 
WR-2849, SUB I 
WR-2604, SUB 2 
WR-1335, SUB 8 
WR-2267, SUB 4 

WR-208, SUB 4 
WR-208; SUB 5 
WR-2569, SUB 2 
WR-478, SUB 5 
WR-2994 SUB I 
WR-2879, SUB I 
WR-1485, SUB 6 

WR-1553, SUB 7 

WR-2077, SUB 6 

Date 
(08/24/2020) 
(08/24/2020) 
(08/24/2020) 
(08/24/2020) 
(08/18/2020) 
(08/24/2020) 
(08/24/2020) 
(08/24/2020) 
(08/24/2020) 
(09/01/2020) 
(08/24/2020) 
(08/19/2020) 
(01/08/2020) 
(09/09/2020) 
(10/06/2020) 
(09/01/2020) 
(09/14/2020) 
(01/21/2020) 
(09/11/2020) 
(07/30/2020) 
(10/22/2020) 
(09/28/2020) 
(09/1812020) 
(08/06/2020) 
(08/14/2020) 
(09/28/2020) 

(02/04/2020) 
(10/06/2020) 
(09/16/2020) 
(08/25/2020) 
(08/04/2020) 
(10/14/2020) 
(10/13/2020) 
(08/25/2020) 

(08/25/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER-Tariff Revision for Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
Hawt/1or11e-Midway Vista Park, LLC 
Heat/1er Ridge Apartme11ts, LLC 

(Heather Ridge Apls.) 
(/feather Ridge Apts.) 

Heatl,er Ridge Apartme11ts 19, LLC 
Heritage·a/ Arlington Apts., LLC; Tl,e 
Heritage.Hanover II, LLC, el al. 
HLLC CWS 205, LLC, et aL 
Holly NC, LLC 
Hopsor, NC Parll1ers, LLC 
Horir.on Acquisilio11 #3 LLC 
HPI Clearwater, LLC 
HRTBH Timber Creek, LLC 
HSRE Aspe,i Cliar/otte, LP 
Hudso11 Capital Cary ll, LLC 
Hudso11 Capital La11dmark, LLC 
Hudso11 Capital Mag110/ia, LLC 
Hunters Pdi11te CLT, LLC 
Hwan; Suk Kim & Cl,i11 Yu 
I & G Direct Real Estate 41, LP 
JLB Southpark Aparllne11ts, LLC 
Jones Estates, LLC 
JoyNC Part11ers, LLC 
Ju11ctio111504, LP 
Ke11l011 Place Operaling Company, LLC 
KG Commons, LLC 
Ki11g's Gran/ Aparlmellts, LLC 
Kings Park, LLC 
Kingswood NC, LLC 
Knickerbocker Properties, l11c.. 
La/aye/le La11ding Aparlments and Villas, LLC 
Lake Wylie MF, LLC 
Lancaster GCI, LLC, et al 
Landings Apartments, LLC; Tl,e 
Landings HC3, LLC 
La11kmark al Greenbrooke Commons, LLC 
La11tower Bui/house D11rl,am, LP 
Lantower Garrison Park CI,arlotte, LP 
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Docket No. 
WR-1349, SUB 6 

WR-356, SUB 7 
WR-356, SUB 8 
WR-2872, SUB I 
WR-1472, SUB 5 
WR-2168, SUB 2 
WR-2246, SUB 4 
WR-1290, SUB 8 
WR-2745, SUB I 
WR-1325, SUB 3 
WR-2629, SUB 2 
WR-1761, SUB6 
WR-'./4-16, SUB 2 
WR-2702, SUB 2 
WR-2710, SUB 2 
WR-2578, SUB 2 
WR-2558, SUB I 
WR-1171, SUB 3 
WR-2025, SUB 5 
WR-1832, SUB 3 
WR-2372, SUB 6 
WR-2744, SUB I 
WR-1559, SUB 6 
WR-2122, SUB 2 
WR-2011, SUB 5 
WR-2120, SUB 4 
WR-349, SUB 17 
WR-987, SUB 7 
WR-109, SUB 16 
WR-2152, SUB 4 
WR-2339, SUB 2 
WR-1879, SUB 5 
WR-2422, SUB 3 
WR-2106, SUB 2 
WR-1489, SUB 2 
WR-2597, SUB 2 
WR-3033, SUB I 

Date 
(09/22/2020) 

(01/06/2020) 
(10/06/2020) 
(09/22/2020) 
(01/02/2020) 
(07/28/2020) 
(07/30/2020) 
(07124/2020) 
(06/11/2020) 
(02/17/2020) 
(07/28/2020) 
(07/27/2020) 
(09/10/2020) 
(08/18/2020) 
(08/0712020) 
(08/07/2020) 
(I 1/16/2020) 
(05/19/2020) 
(08/13/2020) 
(08/0412020) 
(01/27/2020) 
(06/11/2020) 
(09/08/2020) 
(11/2412020) 
(09/09/2020) 
(08/13/2020) 
(08/04/2020) 
(10/14/2020) 
(09/08/2020) 
(11/04/2020) 
(10/07/2020) 
(10/19/2020) 
(08/11/2020) 
(08/05/2020) 
(07 /0612020) 
(09/01/2020) 
(09/0112020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER-Tariff Revision for Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders1ssued (Continued) 

Company 
Lan/ower Waverly Cliarlotte, LP 
Lantower Weston Corners Raleigl,, LP 
LARVTCI, LLC 
Lasalle NC, LLC 
LAT Mallard Creek, LLC 
Latitude Langston Apartments, LLC 
Latitude Mezzo/ Apartments, LLC 
Laurel Oaks LL, LLC 
Laurel Spri11gs LL, LLC 
LCF,LLC 
Legacy Cornelius, LLC 
Legacy Park, LLC 
Legends at Hickory, LLC; 11,e 
Level at 401, LP 
Level 51 Te11, LLC 
LHNH-PP Apts, LLC, et aL 
LHNH Summerly11 Place, LLC 
LM New Bern Holdings, LP 
Lofts a Weston, LLC 
Lofts, LLC; 17,e 
Lofts SREF at Lakeview, Inc. 
Lo11e Oak, LLC 
Loray Mill Redevelopme11t, LLC 
Lotus St,a,011 Crossi11g, LLC 
MAA TANC, LLC 
MACC Legacy Cl,atl,am Woods, LLC 
Madison AL, LP; The 
MA Ethan Pointe at Burli11gto11, LLC 
MAG Kelto11wood, LLC 
Mallard Glen Apartme11ts, LLC 
Mallard Green, LLC 
Mallard Preserve, LLC 
MAR Fairways, LLC 
Mardel Holdings, LLC WR-1755, 

(39 Old Haw Creek Apts.) 
(64 Beverly Road Apts.) 
(65 Old Haw Creek Apts.) 
(186 New Haw Creek Road Apts.) 
(New Bridge Apartments) 

1360 

Docket No. 
WR-3031, SUB I 
WR-3032, SUB I 
WR-3071, SUB I 
WR-1286, SUB 8 
WR-1490, SUB 3 
WR-2935, SUB I 
WR-3023, SUB I 
WR-2810, SUB I 
WR-2811, SUB I 
WR-2509, SUB 3 
WR-1388, SUB 8 
WR-646, SUB 2 
WR-1409, SUB 8 
WR-2321, SUB I 
WR-2110, SUB 4 
WR-2660, SUB I 
WR-2734, SUB I 
WR-2793, SUB 2 
WR-2678, SUB 2 
WR-1843, SUB 7 
WR-780, SUB 5 
WR-1084, SUB 8 
WR-1615, SUB 4 
WR-2719, SUB 2 
WR-2496, SUB 3 
WR-2932, SUB I 
WR-2903, SUB I 
WR-1894,SUB 6 
WR-3116, SUB 1 
WR-662, SUB 6 
WR-1259, SUB 9 
WR-2836, SUB I 
WR-2303, SUB 4 

WR-1755, SUB 8 
WR-1755, SUB 9 
WR-1755, SUB 10 
WR-1755, SUB 11 
WR-1755, SUB 12 

Date 
(09/01/2020) 
(12/21/2020) 
(10/20/2020) 
(07/23/2020) 
(08/20/2020) 
(09/15/2020) 
(09/15/2020) 
(09/25/2020) 
(09/23/2020) 
(09/09/2020) 
(10/19/2020) 
(12/14/2020) 
(09/03/2020) 
(10/1212020) 
(08/17/2020) 
(11/02/2020) 
(! 1/04/2020) 
(09/02/2020) 
(09/14/2020) 
(08/11/2020) 
(10/12/2020) 
(09/17/2020) 
(09/08/2020) 
(08/24/2020) 
(07120/2020) 
(10/14/2020) 
(07/30/2020) 
(10/12/2020) 
(09/18/2020) 
(10/06/2020) 
(08/26/2020) 
(! 1/09/2020) 
(07/27/2020) 

(I 0121/2020) 
(10121/2020) 
(10/21/2020) 
(10/21/2020) 
(10/2112020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

·WATER AND SEWER-Tariff Revision ror Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
Mars!, Eudid Apilrtnre11ts, LLC 
Mars!, Really Co111pa11y 
Mattliews Cove, LLC 
MC Holiday City Properly, LLC 
MC NC Acquisition 3, LLC 
MC Ridge NC, LLC 
Mercury/GR-WW-CB, LLC 
Meridian at Broad Street Market, LLC 
Meridia11 atHarriso11 Pointe, LLC 
Meridia11 aJ Nicl,o/s Plaza, LLC 
Meridia11,at Te11 Te11, LLC 
Meridianlll.C, LLC 
Metro BOB a,ar/olte, LLC 
MFREJIF III -Enclave at Rivergatti, LP 
MHNC Thom wood Village of Sanford, LLC 
Mid-America Apartments, Limited 

Part11ers!,ip 
(Colonial Village at Beaver CreekApts.) 
(Colonial Village al Deetfield Apts.) 
(Colonial Grand at Research Park Apls.) 
(Hermitage at Beechlree Apts.) 
(1225 South Church Aparlments) 
(Colonial Grand at Ayrsley Apts.) 
(Colon(al Grand at Cornelius Apts.) 
(Co/oniaf,Grand·at Huntersville Apts.) 
(Colonial Grand at Legacy Park Apts.) 

Mid-America Apartments, Limited 
Partners/tip (Continued) 

Docket No. 
WR-2250, SUB 4 
WR-1154, SUB 28 
WR-2284, SUB 3 
WR-2800, SUB I 
WR-2981, SUB I 
WR-2857, SUB I 
WR-2774, SUB 1 
WR0 2409, SUB 4 
WR-1568 SUB 6 
WR-2835, SUll l 
WR-2790, SUB 1 
WR-1500, SUB 6 
WR-1714, SUB 6 
WR-2579, SUB 2 
WR-2931, SUB I 

WR-22, SUB 152 
WR-22, SUB 153 
WR-22, SUB 154 
WR-22, SUB 155 
WR-22, SUB 156 
WR-22, SUB 157 
WR-22, SUB 158 
WR-22, SUB 159 
WR-22, SUB 160 

(Colonial Grand at Matthews Comm. Apts.) WR-22, SUB 161 
(Colonial Grand at Univ. Cen/er Apls.} WR-22, SUB 162 
(Colonial Reserve at South End Apts.) WR-22, SUB 163 
(Colonial Village al Chancellor ParkApls.) WR-22, SUB I 64 
(Colonial Village al Matthews Apls.) WR-22, SUB 165 
(Colonial Village al Soulh Tryon Apls.) WR-22, SUB 166 
(Enclave Aportments) WR-22, SUB 167 
(Pos/ Ballantyne Apartments) WR-22, SUB 168 
(Pos/ Galeway Place Apts.) WR-22, SUB 169 
(Posl Park al Phillips Place Apls.) WR-22, SUB 170 
(Post Up/own Place Apartmenls) WR-22, SUB 171 
(Timber Crest al Greemvay Apts.) WR-22, SUB 172 
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;,. 

Date 
(07127 /2020) 
(07127 /2020) 
(09/09/2020) 
(10/07/2020) 
(09/01/2020) 
(07/23/2020) 
(04/20/2020) 
(09/l 7 /2020) 
(09/23/2020) 
(09/17/2020) 
(09/17/2020) 
( ll/02/2020) 
(08/31/2020) 
(08ll212020) 
(11/24/2020) 

(07/20/2020) 
(07/20/2020) 
(07/20/2020) 
(07/20/2020) 
(07/21/2020) 
(07/21/2020) 
(07/21/2020) 
(07/21/2020) 
(07/21/2020) 

(07/21/2020) 
(07/21/2020) 
(07/21/2020) 
(07/21/2020) 
(07/21/2020) 
(07/21/2020) 
(07 /2112020) 
(07/21/2020) 
(07/21/2020) 
(07/21/2020) 
(07/21/2020) 
(07/20/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER - Tariff Revision for Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company Docket No. Date 
Mill-Lynn Apartments, LLC 

(Lynn Lake Aportmenls) WR-2606, SUB 2 (08/13/2020) 
(Millbrook Apartments) WR-2606, SUB 3 (08/13/2020) 

Mill Po11d C/1arlotte,.LLC 
(Mill Pond Apartments) WR-2650, SUB 2 (08/20/2020) 

Mills Gap Apartments, LLC WR-2888, SUB I (10/14/2020) 
Mite/Jell Lerner, et al WR-1252, SUB I (10/21/2020) 
MM Arrowood, LLC,,et al 

(Flats at Arrowood Apts.; The) WR-3068, SUB I (07/29/2020) 
Mo11arc/1 Equity Fund, LLC WR-2806, SUB I (01/08/2020) 
Montford Charlotte Apartments I, LLC WR-3003, SUB I ( I 1/10/2020) 
Morellead Aparlnienl Hoines, L'LC WR-2075, SUB 4 (01/06/2020) 
Morreene, LLC WR-1289, SUB 8 (07/24/2020) 
Mosby University City, LLC WR-2761, SUB I (08/07/2020) 
Moss E11terptises, /11C. of Asl,evil/e 

(Mosswood/Twin Oaks MHP) WR-924, SUB 24 (09/16/2020) 
(Crownpointe MHP) WR-924, SUB 25 (09/16/2020) 

Moss Real Estate Holdings, LLC WR-2924,.SUB 2 (09/15/2020) 
WR-2924, SUB 3 (09/15/2020) 

Mosteller Apartments, LLC WR-1404, SUB 9 (08/24/2020) 
MP Artisa11 Brig/1//eaf Apartme11ts, LLC WR-1478, SUB 8 (08/17/2020) 
MP Bridges at Southpoint, LLC WR-2070, SUB 5 (09/24/2020) 
MP O11e305 Ce11tral Apartments, LLC WR-2926, SUB I (08/24/2020) 
MREI IV Aulum11 Woods, LLC WR-2724, SUB 1 (10/28/2020) 
MREI IV Courtney, LLC WR-3029, SUB 1 (10/20/2020) 
MRP Nori!, Poi11te, LLC WR-2533, SUB3 (08/12/2020) 
MRWR,LLC WR-832, SUB 12 (07/23/2020) 
MSS Aportments, LLC WR-936, SUB 5 (09/01/2020) 
New Brooksto11e, LLC WR-138, SUB 9 (09/08/2020) 
New Hill Associates, LLC WR-2747, SUB I (08/03/2020) 
New Park RidgeAssociates, LLC WR-1225, SUB 6 (08/05/2020) 
New Willow Ridge Associates, LLC WR-212, SUB 9 (08/03/2020) 
New Woodla11d Creek, LLC WR-2421, SUB 3 (10/19/2020) 
Nortl,/ond /11spire, LLC WR-2965, SUB I (09/11/2020) 
Nortlda11d RWer Bircl, I, 'LLC WR-1248, SUB 8 (08/10/2020) 
Nort!,western Mutual Life Insurance Co;·Tl,e, 

dlh/a Trinity Com111ims WR'l517, SUB 5 (08/04/2020) 
NR Holly Crest Property Owner, LLC WR-1816, SUB 7 (I 1/03/2020) 
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INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER-AND SEWER-Tariff.Revision for Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
NR Pi11eliurst Property Owner, LLC 
NR Van Alen,LLC 
NXRTBH Radboume Lake, LLC 
011e Hilltop; LLC 
OREi Plantation at FfI)1ettevil/e 

Property Owner, LLC 
Oxford Gateway Apartments, LLC 
PAC Citypark,View, LLC 
Palisades Reside11ces, LLC 
Palladium Park Apartments,.LLC 
Park,& Abbey 
Parkside REC, LLC 
Park W.est Village Phase III, LLC 
Passco Asl,eville Exchange DST 
Pallerson Mu/lifatnily Durham, LP 
PB011e Dilwortl,,.LP 
PB011e Main Street, LP 
PB011e Ni11d1 Street, LP 
PC.Links, LLC 
Pecan Grove M_HP,- LLC 
PEP Pavilion Village, LLC 
Perimeter Lofts JML, LLC 
'Perimeter Station Midtown, LLC; et al 
Phillips Mallard Creek,.LLC 
Pier Properties, LLC 
Pine·G/e11 Limited Part11ership 
Pineville Apartments, LLC 

(AscentPineville Apts.) 
(Ascent Pineville Apts.) 

Piper Glen Apartments Associates, LLC 
Plantation Park Apartments, Inc. 
Poplar-Ma11or, LLC 
Post Soutl, End, L'P 
PRCP-C/1ar/otte, LLC 
Preserve Forest, LLC 
Presley·Oilks,-LP 
Presley Up_iow1J ·venture, LLC 
PRG Windsor Square Associates, LLC 
PR II/Wood Croft, LLC 
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Docket No. 
WR-1745, SUB 5 
WR-2735, SUB 2 
WR-1722, SUB 6 
WR-1077, SUB 8 

WR-2786, SUB,2 
WR-2764, SUB,2 
WR0 2161 SUB4 
WR-2961, SUB .J 
WR-2821, SUB 2 
WR-2324, SUB 3 
WR-2040, SUB 5 
WR-2226, SUB 4 
WR-2898, SUB 1 
WRc2178 SUB 3 
WR-2936, SUB I 
WR-2943, SUB _I 
WR,2938, SUB I 
WR-114_9, SUB 9 
WR-2257, SUB 3 
WR-3099, SUB I 
WR-2688, SUB 2 
WR-2689, SUB.2 
WR-1310, SUB 4 
WRcJ 138, SUB 6 
WR-1399, SUB 3 

WR-2082, SUB 2 
WR-2082, SUB 3 
WR-252, SUB 8 
WR-644, SUB 12 
WR-2292, SUB 4' 
WR-1326, SUB 8 
WR-2682, SUB 2 
WR-2108, SUB 4 
WR-2902, SUB I 
WR-3058, SUB I 
WR-1226, SUB 6 
WR-2997, SUB I 

Date 
(07/28/2020) 
(08/03/2020) 
(07/27/2020) 
(09/08/2020) 

(09/16/2020) 
(10/08/2020) 
(09/15/2020) 
(09/02/2020) 
(I Iii 0/2020) 
(10/14/2020) 
(10/06/2020) 
(09/28/2020) 
(09/22/2020) 
(12/29/2020) 
(07/29/2020) 
(07/29/2020) 
(07/29/2020) 
(08/03/2020) 
(01/21/2020) 
(09/11/2020) 
(07/30/2020) 
(07/28/2020) 
(11/09/2020) 
(10/05/2020) 
(07/31/2020) 

(02/25/2020) 
(12114/2020) 
(08/07/2020) 
(08/31/2020) 
(09/01/2020) 
(07/20/2020) 
(09/29/2020) 
(09/09/2020) 
(07/30/2020) 
(10/07/2020) 
(08/05/2020) 
(09/08/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND-SEWER Tariff Re"ision for Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
PRIII RTPB (Copper MilQ Ow11er, LLC 
PR/II RTPB (Meadows at Kildaire)-Owner, LLC 
PRIii RTPB (Oaks at'Weston Owner, LLC 
Prince C!,arles Holdings, LLC 
Privet As!,eville, LLC 
Providence Park Apartme11ts I, LLC 
Provide11ce Park Propei'ties,.LLC 
Proximity at Nortl,/ake, LLC 
Prudential Insurance·Colnpany of America 
Ra11dolp/1 Road c;l1arlotte, 'LLC 
Re11aissance Cary, LLC 
Reside11ces at BriJokline, LLC 
Retreat at Carrington Oaks,.LLC 
RFI Higi,/a11ds, UC 
Riversto11e Apartinents, LLC 

(Riverstone at Long Shoals Apts.) 
(Riverstone at Long Sh.oals Apts.) 

Riverffla/k Denver, LLC. 
Ri.,erwa/k De11ver II, UC 
Rock Creelf at Ballai,tyne Owner, LLC 
RRE Farrington Holdb1gs, LLC 

(4040,CrosstownotChapel Hill Apts.) 
(Crosstown ot,Chopel Hill Apts.) 

RRE Matthews Reserve Ho/di11gs,.LLC 
RRPIV NODA SAG JV,' LLC 
RRPIV 2250 Hawkins JV, LLC 
RRfV Tremont Cl,arlotte, L_P 
RSHApartme11ts SPE, LLC 
Ryder DoWns, LLC 
Salem Crest Apartments, LLC 
Salem Village Apartments, LLC 
SCGII'BR Venue Owner LLC 
SEMF Eagle, LLC 
SEMF Wittercress, LLC 
SG Ansley at Roberts Lake, LLC 
SH Trel/eborg Encore, LLC 
SH.Trttlleborg Gramercy Square 

at Ayrsley, LLC 
S1,aron Square·Mixed Use, LLC 
Sig11ature Bi,r/ingto11, LLC 
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Docket No. 
WR-2916, SUB 1 
WR-2917, SUB 1 
WR-2914, SUB 1 
WR-2976, SUB 1 
WR-1320, SUB 7 
WR-284, SUB 17 
WR-840, SUB 5 
WR,2746, SUB 2 
WR'38, SUB 15 
WR-2794, SUB 2 
WR-2637, SUB 2 
WR-1915, SUB 5, 
WR-1331, SUB 6 
WR-1294, SUB 8 

WR-2560, SUB 1 
WR-2560, SUB 2 
WR-1658, SUB 6 
WR-2631, SUB 2 
WR-2283, SUB 5 

WR-1870, SUB 3 
WR-1870, SUB 4 
WR-3039, SUB 1 
WR-2757, SUB 1 
WR-2958, SUB 1 
WR-2566, SUB 3 
WR'2731,SUB 2 
WR-1830, SUB 2 
WR0 2729, SUB I 
WR-446, SUB 14. 
WR-1799, SUBS 
WR-2243,SUB 3 
WR-2244,SUB 3 
WR-2325, SUB 3 
WR-2057, SUB 2 

WR,1184, SUB 6 
WR-3038, SUB 1 
WR-2351, SUB 4 

Date 
(0912912020) 
(0911512020) 
(09/1512020) 
(09/1812020) 
(10/0712020) 
(07/27/2020) 
(07/23/2020) 
(08/0612020) 
(08131/2020) 
(07 /3112020) 
(09/1412020) 
(08/05/2020) 
(08120/2020) 
(07/3012020) 

(01/0812020) 
(10/0612020) 
(08131/2020) 
(0910312020) 
(10/05/2020) 

(02111/2020) 
(11123/2020) 
(0811212020) 
(09/2512020) 
(09125/2020) 
(09/2512020) 
(08/1812020) 
(0812812020) 
(1111012020) 
(07/2712020) 
(09/0112020) 
(0911612020) 
(09116/2020) 
(09122/2020) 
(11103/2020) 

(ll/0212020) 
(09123/2020) 
(12121/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND-SEWER-Tariff Revision for Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
Simpson Woodfield Rea Farms, LLC 
SOF-X Missio11 U1tiversity Pi11es, LP 
Solis Patterson Place Develop. Owner, LLC 
South E11d Apart111e1its Holdco, LP 
Soutll Front Block, LLC 
South Fro11t, LLC 
SoutlJ LaSalle Aparhne11ts, LLC 
South Square Ow11er, LlC 
Soul/I Terrace Apartments Nort/J Caroli11a, LLC 
Souti,poinl G/e11 Property, LP 
Southwood Realty Company 

(Quail Woods Apts.) 
(Carriage /louse Apts.) 
(The landings Apts.) 
(Azalea Apartments) 

Southwood River Crossing, LLC 
Southwood Wimlsor Upon Sto11ecrest, LLC 
Spectrum Soud1 End,.LLC 
Spyg/ass-GPG Junctio11, LLC, et al. 
SRC a,arleston Place, LLC 
Stafford Place, LLC 
Stallings Mill Apartme11ts, LLC 
Statio11 Ni,1e·Ow11er, LlC 
Steele Creek Apts. Property Ow11er, LLC 
Steele Creek Property, LLC 
Ster/i11g Charlotte Apartments II, LLC 
Ster/i11g Forest, LLC 
Sto11ewal/ Station Property Owner, LLC 
Strata EastcJ,ester, LLC 
Strata Ho/lowNC, LLC 
Strata Icon, LLC 
Strawberry Hill Associates, LP 
Strouse, Gree11berg Properties VI L.P. 
Suburban Apartn1e11t Managers, LLC 
Summit Street, LLC 
S11tto11 Place Trails, LP 
S111a1111a11oa Bend, LLC 
Sycamore at Tyvola, LLC 
Tow11 & Country MHP, LLC 
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Docket No. 
WR-2564, SUIJ I 
WR-2073, SUIJ 5 
WR-2848, SUB I 
WR-2699, SUB 2 
WR-2233, SUB I 
WR-I 134, SUIJ 3 
WR-1629, SUB 6 
WR-1387, SUB 8 
WR-689, SUIJ 10 
WR-3002, SUIJ I 

WR-910, SUB 36 
WR-910, SUB 38 
WR-910, SUIJ 39 
WR-910, SUB 42 
WR-2782, SUIJ I 
WR-2847, SUIJ I 
WR-1011, SUIJ 9 
WR-2737, SUIJ 2 
WR-2241, SUB 3 
WR-1573 SUB 2 
WR-2299, SUIJ 2 
WR-2567, SUB 2 
WR-1332, SUIJ 5 
WR-3055, SUIJ I 
WR-2714, SUB I 
WR-2230, SUIJ 4 
WR-2912, SUIJ I 
WR-3165, SUIJ I 
WR-3163, SUB I 
WR-2925, Sl:JIJ I 
WR-293, SUB 15 
WR-983, SUB 7 
WR-2814, SUIJ I 
WR-1741,SUIJ5 
WR-3004, SUB I 
WR-2760, SUIJ I 
WR-2484, SUB 3 
WR-2255, SUIJ 4 

Date 
(I 0/2712020) 
(07/29/2020) 
(09/22/2020) 
(08/12/2020) 
(01/03/2020) 
(01/02/2020) 
(08/17/2020) 
(09/02/2020) 
(09/14/2020) 
(09/08/2020) 

(09/21/2020) 
(09/21/2020) 
(09/18/2020) 
(09/21/2020) 
(09/03/2020) 
(09/03/2020) 
(08/07/2020) 
(07/22/2020) 
(09/15/2020) 
(12/14/2020) 
(09/11/2020) 
(08/25/2020) 
(08/20/2020) 
(08/07/2020) 
(09/23/2020) 
(10/07/2020) 
(09/02/2020) 
(11/23/2020) 
(12/01/2020) 
(06/24/2020) 
(07/27/2020) 
(08/03/2020) 
(08/27/2020) 
(1 I /I 0/2020) 
(09/08/2020) 
(04/28/2020) 
(08/05/2020) 
(09/17/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER - Tariff Revision for Pass• Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
Tradition at Sto11ewaler Apartments, LLC 
TREA Centric Gateway, LLC 
TREA SH Cl,ancery Village, LLC 
TREA SH Promenade, LLC 
TREA SH Silos SoutJ, End, LLC 
Triangle Cloisters of ML Holly, Inc. 
Triangle Mills Creek, l11c. 
Tria11gle Real Estate Bre11twood, LLC 
-Tria,ig/e Real Estate of Gastonia, /11c. 

(Arborgate Apts.) 
(Lake Mist Apts.) 
(Woodbridge Apts.) 
(Bluff Ridge Apts.) 
(Legacy of Abbington Place Apts.) 
(Huntersville Commons Apts.) 
(Hudson Woods Apts.) 

Triangle Riverfront, lnc. 
Trinity Properties, LLC 

.(Campus Walk Apts.) 
(Georgetown Apartments) 

Trotter Company 
TS Creeksto11e, LLC 
TS New Bern, LLC 

(Fountains Southend Apts.) 
(Fountains Southend Apls.) 

TS Westmont, LLC 
TSG Mattl,ews, LLC 
UEP Apartments, LLC 
US MF lI00South, LP 
U11iversity City Community, LLC 

(Blu at Nortl,/ine Apartments) 
(BIU at Northline Apartments) 
(Blu at Northline Apartments) 

Village 1373 Gree11sboro, LLC 
Vi11ings at Morel,ead, LLC 
Jl1T Carver Pond, LLC 
Vyne on Central Partners, LLC 
Wafra l11vest Loft 135, LP 
Walden Court, Inc. 
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Docket No. 
WR-1723, SUB 5 
WR-2983, SUB I 
WR-2953, SUB I 
WR-2951, SUB I 
WR-2952, SUB I 
WR-1532, SUB 2 
WR-1580, SUB 3 
WR-2253, SUB·2 

WR-1125, SUB 71 
WR-1125, SUB 72 
WR-1125, SUB 73 
WR-1125,SUB 74 
WR-1125, SUB 75 
WR-1125, SUB 76 
WR-1125, SUB 77 
WR-1452, SUB 2 

WR-1696, SUB 23 
WR-1696, SUB 25 
WR-593, SUB 7 
WR-1461, SUB 8 

WR-1541, SUB 5 
WR-1541, SUB 6 
WR-1462, SUB 8 
WR-2217, SUB 4 
WR-2975, SUB I 
WR-2860, SUB I 

WR-2462, SUB 2 
WR-2462, SUB 3 
WR-2462, SUB 4 
WR-2802, SUB I 
WR-1216, SUB 6 
WR-1509, SUB 6 
WR-2204, SUB 5 
WR-2305, SUB 4 
WR-1878, SUB 5 

Date 
(02/25/2020) 
(08/12/2020) 
(10/27/2020) 
(10/27/2020) 
(10/27/2020) 
(09/22/2020) 
(09/21/2020) 
(09117 /2020) 

(09/02/2020) 
(09/02/2020) 
(09/02/2020) 
(09/15/2020) 
(09116/2020) 
(09/16/2020) 
(09/21/2020) 
(09/22/2020) 

(07/24/2020) 
(07/24/2020) 
(09101/2020) 
(09/14/2020) 

(01/03/2020) 
(10/19/2020) 
(09/21/2020) 
(08/24/2020) 
(08/14/2020) 
(09/01/2020) 

(05/12/2020) 
(08103/2020) 
(I 1/16/2020) 
(06/23/2020) 
(09/08/2020) 
( I 1/23/2020) 
(10/06/2020) 
(08/03/2020) 
(08/26/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER Tariff Revision for Pas.c.-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Comnany 
Washing/011 Terrace Affordable Housing, LLC 
Waterford at tl,e Park DE, LLC 
Waterford Creek, LLC 
Waterford Square Apts. Associates, LLC 
Waxhaw Mill Ventures, LLC 
Waypoi11t Barri11gton Ow11er, LLC, et al. 
WDF-4 Wood NoDa Ow11er, LLC 
WE McA/pine Creek Owner, LLC 
WE Mission Triangle Poi11t, LLC 
WE R-TP Ow11er, LLC, et ilL 
WE York Ridge Owner, LLC 
Weaverville Apartme11ts, LLC 
Wendover Partners, LLC 
West Jft Street Apartments Investors, LLC 
Westford Apartments WEH, LP 
Wes/ridge Place, LLC 
Westridge Village, LLC 
West Sltore Aurea, LLC 
Wes/on.Lakeside, LLC 
WF-ARK NCMF Apartme11ts, LLC 
WF l11depe11de11ce Boulevard, LLC 
Whitehall Estates Apartments, LLC, el al. 
WT,itel,all Village Apartmen'ls, LLC 
Wilming/011 Gallery II, LLC 
Willows NC Apartments SPE, LLC 
Willow Woods DNB,.LLC 
Windsor Landi11g /n,,1es/men/s I, LLC 
Windsor Park NOAH, LLC 
WMCi Charlotte I, LLC 
WMCi Charlotte Ill, LLC 
WMCi Cl,arlotte IV, LLC 
WMCi Cl,arlol/e V, LLC 
WMCi Charlotte Vil, UC 
WMCi Charlotte Vlll, UC 
WMCi Cl1arlottelX, LLC 
WM Ci Cl,arlolle X, LLC 
WMCi CJ,arlolle XI, LLC 
WMCi Cl1arlotteXll, LLC 
WM Ci Cl,arlolle XV, LLC 
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Docket No. 
WR-2630, SUB 1 
WR-1654, SUB 7 
WR-2086, SUB 2 
WR-251, SUB 12 
WR-3140, SUB 1 
WR-2333, SUB 4 
WR-2587, SUB 2 
WR-1790, SUB 6 
WR-2436, SUB 2 
WR-2265, SUB 2 
WR-2845, SUB I 
WR-2374, SUB 3 
WR-2870, SUB I 
WR-2347, SUB 3 
WR-2809, SUB I 
WR-637, SUB 8 
WR-I 142, SUB 6 
WR-2465, SUB 2 
WR-3054, SUB I 
WR-2296, SUB 3 
WR-2839, SUB I 
WR-3134, SUB I 
WR-2659, SUB 2 
WR-2779, SUB I 
WR-3001, SUB I 
WR-2817, SUB I 
WR-886, SUB 7 
WR-3188, SUB I 
WR-213, SUB 18 
WR-258, SUB 17 
WR-269, SUB 17 
WR-340, SUB 16 
WR-392, SUB 15 
WR-466, SUB 15 
WR-467, SUB 15 
WR-638, SUB 13 
WR-1117, SUB IO 
WR-1136, SUB 9 
WR-1486, SUB 7 

Date 
(10/12/2020) 
(08/03/2020) 
(07/29/2020) 
(08/07/2020) 
(I 1/03/2020) 
(08/11/2020) 
(11/16/2020) 
(07/20/2020) 
(08/31/2020) 
(08/31/2020) 
(07 /2'212020) 
(09/02/2020) 
(11/02/2020) 
(08/24/2020) 
(08/19/2020) 
(08/18/2020) 
(08/14/2020) 
(10/26/2020) 
(11/02/2020) 
(08/27/2020) 
(02/17/2020) 
(08/04/2020) 
(08/04/2020) 
(04/20/2020) 
(09/18/2020) 
(12/29/2020) 
(02/11/2020) 
(12/01/2020) 
(08/05/2020) 
(08/05/2020) 
(08/06/2020) 
(08/06/2020) 
(08/06/2020) 
(08/06/2020) 
(08/06/2020) 
(08/06/2020) 
(08/05/2020) 
(08/06/2020) 
(08/11/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER-Tariff Revision for Poss-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
WMCi Ra/eigi, I, LLC 
WMCi Raleigi, JI, LLC 
WMCi Raleigl1 V, LLC 
WMCi Raleigi, VI, LLC 
WMCi Raleigi, VII, LLC 
WMCi Raleigt, VIII, LLC 
WMCi Raleigl, IX, LLC 
Woodla11d Estates MHP, LLC 
Woods Edge Pearl Place, LLC, et al 
WRPV XJ/J Atria Raleigi,, LP 
WRPV XIII Audubon Cary, LP 
WRPV XIII AG CJ,arlotte, LP 
WRPV XIH Higllland Cllarlotie, LP 
WRPV XJ/J Retreat Ct,arlo/Je, LP 
Yards al Noda, LLC 
54 Statio11 Apartments, LLC 
JOO Spring Meadow Drive Apar/me11ts 

Investors, LLC 
200East, LP 
150WCGCLLC 
t/01 Sou/I, Mini Street Apartments 

l1Jveslors, LLC 
639 Archdale, LLC 
650 Stonewall LLC 
'708 Rt,yne Road, LLC 
712 Warwick TIC Owner, LLC 
905 1'11, LLC 
1207 Keis/on Place, LP 
1300 K11oll Circle Apartments Investors, LLC 
2332 Dunlavi11 Way, LLC 
2630 Soutl, MMXIX, LLC 
3117 S1,annon Road Apartments, LLC 
3217 Shamrock, LLC 
3500 Spa11isl, Quarter, LLC 
4700 Twisted, LLC 
5115 Park Place Ow11er, LLC 
5920 Monroe, LLC 
5205 Barbee Chapel Road Apartments 

l11veslors I, LLC 
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Docket No. 
WR-327, SUB 15 
WR-317, SUll 15 
WR-949, SUB 12 
WR-1311, SUB 8 
WR-1372, SUB 8 
WR-1693, SUB 6 
WR-1754, SUB 6 
WR-1863, SUB 5 
WR-2819, SUB 1 
WR-2697, SUB 1 
WR-2696, SUB 1 
WR-2694, SUB 1 
WR-2955, SUB 1 
WR-2695, SUB 1 
WR-1640, SUB 6 
WR-2766, SUB 1 

WR-47, SUB 16 
WR-2909, SUB I 
WR-2661, SUB 1 

WR-1634, SUB 6 
WR-1606 SUB 1 
WR-2709, SUB 1 
WR-2858, SUB 1 
WR-2415, SUB 1 
WR-2060, SUB 3 
WR-2417, SUB 1 
WR-268, SUB 16 
WR-1781, SUB 4 
WR-3069, SUB 1 
WR-3040, SUB 1 
WR-2147, SUB 3 
WR-2116,BUB 2 
WR-1885, SUB 4 
WR-2228, SUB 4 
WR-1780,SUB 2 

WR-1505, SUB 7 

Date 
(08/06/2020) 
(08106/2020) 
(08106/2020) 
(08105/2020) 
(08/05/2020) 
(08/05/2020) 
(10/14/2020) 
(10/26/2020) 
(09/23/2020) 
(11/09/2020) 
(11/09/2020) 
(11/09/2020) 
(11/09/2020) 
(11/09/2020) 
(08/10/2020) 
(08/12/2020) 

(08/28/2020) 
(10/19/2020) 
(01/02/2020) 

(09/11/2020) 
(01/14/2020) 
(12/21/2020) 
(09/14/2020) 
(03/31/2020) 
(01/13/2020) 
(01/03/2020) 
(08/04/2020) 
(01/14/2020) 
(09/16/2020) 
(I 1/12/2020) 
(01/14/2020) 
(01/15/2020) 
(01/14/2020) 
(10/05/2020) 
(01/07/2020) 

(08/27/2020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER ANO SEWER Tariff Revision for Pass-Through (Continued) 

ORDER APPROVING TARIFF REVISION 
Orders Issued (Continued) 

Company 
5725 Camegie Boulevard Apartme11ts 

Investors, LLC 
6000'Delta Crossi11g La11e, LP. 
6000'Regal Estate La11e, LP 
7850-Cottage Cove, LLC 
12000 Wisdom Drive Ho/di,1gs, LLC 

Docket No. 

WR-2001, SUB 5 
WR-2004, SUB 2 
WR-2418, SUB I 
WR-1196, SUB 3, 
WR-3052, SUB I 

(07/28/2020) 
(01/02/2020) 
(01/03/2020) 
(02/1712020) 
(08125/2020) 

NR Charlotte LLC- WR-1343, SUB 3; WR-1343, SUB 2; Order ApprovingTariff Revision and 
Closing Dockets (VUE Charlotte on 5'' Apts.; The) (08/03/2020) 

Water Garde11 Village, LLC -- WR-1315, SUD 8; Order Disapproving Tariff Revision and Closing 
Docket ( 12123/2020) 

ORDER APPROVING TARIFF REVISION (HWCCWA) 
Orders Issued 

Company 
Alta Parkway Crossi11g, LLC 

(Parkway Crossing Apts.) 
(Parkway Crossing Apts.) 

ARTIV,LLC 
Bedrock Holdings JI (Wilmington), LLC 
Central Pointe Apartme11t.s,.LLC 
D. T.I. 1808 Chapel Hill Road, LLC 
EBEXWS,LP 
F & R Partnersl,ip 
Fis/1er-Forest Village 

Salisbury Square J,rvestment, LLC 
Graybul Meadows, LP 
Gree11leaf Investment Part11ers L020, LLC 
Hawtlwme- Midway Bear 

Creek, LLC, el al. 
Hawt!,ome- Midway Turtle 

Cr_eek, LLC, et.al. 
Lake Clair, LLC 
Monument Bry1111 -Marr, LLC 
MP Woods Edge, LLC 
New Cardi11al· Woods Associates, LLC 
New Woodcreek Associates, LLC 
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Docket No. 

WR-2574, SUB I 
WR-2574, SUB 2 
WR-2008, SUB 3 
WR-1716, SUB 13 
WR-1479, SUB 8 
WR-2644, SUB I 
WR-2596, SUB 2 
WR-2823, SUB 2 

WR-2266, SUll 6 
WR-2030, SUB 11 
WR-2691, SUll 2 

WR-1899, SUB 4 

WR-1497, SUB 6 
WR-1223, SUB 8 
WR-2971, SUll I 
WR-2068, SUB 4 
WR-1232, SUll 6 
WR-1233, SUB 6 

(06109/2020) 
( I l/2412020) 
(08/0512020) 
(01/0712020) 
(08/2412020) 
(07129/2020) 
(09123/2020) 
(08/25/2020) 

(12/2312020) 
(09/23/2020) 
(07127/2020) 

(08126/2020) 

(09/0912020) 
(09122/2020) 
(08/19/2020) 
(0912412020) 
(08125/2020) 
(0813112020) 



INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER AND SEWER - Tariff Revision for Pass~ Through (Continued) 

ORDER APPROVING TARIFF REVISION (HWCCWA) 
Orders Issued 

Company 
Nortl,land Ra11dolp/1 Park Apts., LLC 
Penril/1 Tow11fwmes, LLC 
PRG Clarion Crossing Associates., LLC 
PRG Lake Jol,nso11 ·Mews Associates, LLC 
RCG Skyla11d, LLC 
Sand/1urst Investors, LLC 
Scl,,nitz; Robert L 
Solie; Mi11dy S. 
Somerset Ow11er, LLC 
Soutl,wood Realty Company 

(Greenview Meadows Apts.) 
(Cedar Ridge Apts.) 
(The Park Apts.) 

Sterling Properties Invest. Group, LLC 
Stonesthrow J11vestors, UC 
Triforte, LLC 
Trinity Properties, LLC 

(Governor Apartments) 
(Poplar West Apartments) 

Vista Villa Holdi11gs #1, LLC 
901 Center Station, LLC 
4009 Deep Hollow, LLC 
4803 New Hope, LLC 

Docket No. 
WR-2316, SUB 4 
WR-1763, SUB 8 
WR-1610, SUB 4 
WR-1234, SUB 6 
WR-2312, SUB 4 
WR-2539, SUB 3 
WR-1249, SUB 8 
WR-1700, SUB 5 
WR-3026, SUB 1 

WR-910, SUB 37 
WR-910, SUB 40 
WR-910, SUB 41 
WR-2017, SUB 6 
WR-2837, SUB 1 
WR-1910, SUB 5 

WR-1696, SUB 24 
WR-1696, SUB 26 
WR-2139, SUB 5 
WR-2473, SUB 1 
WR-2585, SUB 1 
WR-2497, SUB 2 

Date 
(09/09/2020) 
(08/03/2020) 
(09/14/2020) 
(09/14/2020) 
(08/26/2020) 
(08/25/2020) 
(07/31/2020) 
(07/24/2020) 
(11/16/2020) 

(09/21/2020) 
(09/18/2020) 
(09/28/2020) 
(09/11/2020) 
(08/07/2020) 
(09/14/2020) 

(07/24/2020) 
(07/24/2020) 
(08/13/2020) 
(0 I /13/2020) 
(01/13/2020) 
(01/13/2020) 

GO/den Triangle #S~Proidence Square, LLC, et al. - WR-1759, SUB-5; Order Approving Tariff 
Revision (HWCCWA and Full-Capture) (09/09/2020) 

Quail Valley Apartments Investors, LP- WR-2934 Sub I; Order Approving Tariff Revision 
(HWCCWA and Full Capture Methods) (Quail Valley on Carmel Apartments) 
(07/22/2020) 
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INDEX OF 
ORDERS AND DECISIONS LISTED 

WATER RESELLER - NON-CONTIGUOUS 

WATER RESELLER NON-CONTIGUOUS Certificate 

ORDER GRANTING CERTIFICATE OF AUTHORITY 
AND APPROVING ADMIISTRATIVE FEE 

Orders Issued 

Company 
PMC SFR Borrower, LLC 
Progress Raleiglt, LLC 
SFR3-Garg-l, LLC 
SFR3-007, LLC 
SFR3-008, LLC 
SFR3-Garg-3, LLC 

1371 

Docket No. 
WRN-87, SUB0 
WRN-90, SUB 0 
WRN-102, SUB 0 
WRN-101, SUB 0 
WRN-103, SUB 0 
WRN-104, SUB 0 

Date 
(06/26/2020) 
(06/26/2020) 
(10/15/2020) 
(10/08/2020) 
(10/15/2020) 
( I 0/15/2020) 
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