DEC and DEP Response to Public Staff Letter to CTPC

On October 30, 2024, the Public Staff sent a letter to the CTPC regarding DEC and DEP (“The
Companies”) Proposed Red Zone Expansion Plan (RZEP) 2.0 Projects.

The Public Staff made three assertions expressing concerns related to the analysis for the proposed
RZEP 2.0 projects being considered in the CTPC. The Companies’ responses to those concerns are
provided below.

Item 1: The Companies did not provide alternatives analyses in the 2023 CPIRP during discovery
as requested by the Public Staff. Absent any such alternatives analyses, when coupled with item
2 immediately below, it is impossible to credibly and reliably determine if the Companies’
proposed projects are reasonable and prudent as long-term transmission investments and
solutions.

Alternatives were proposed by the Public Staff in Public Staff Data Request PSDR46 in the 2023-2024
Carbon Plan and Integrated Resource Plan (CPIRP) proceeding, which were addressed by the
Companies. PSDR46 included several requests referencing potential greenfield transmission
alternatives. ltem PSDR46-1 requested the Companies to provide a list of the Companies’ proposed
RZEP 2.0 projects that would or could be superseded, rendered unnecessary, or deemed redundant by
any of the following projects listed on Slide 27 of the Companies’ March 22, 2024 TAG presentation:

(1) Durham Parkwood 500 KV line, (2) 230 kV network in southwest portion of DEC system, and (3)
Wake-New Bern 500 kV line.

The Companies response: “Studies have not been conducted on these projects identified as (1) and (2)
above based on engineering judgment and experience. With regard to item (3), the Wake- New Bern
500 kV line project was identified in the 2020 NCTPC Offshore Wind Study Report as needed for
injection of elevated amounts of offshore wind into a New Bern POI. The 2023 NCTPC Public Policy
Study did not identify the need for the Wake—New Bern 500 kV line, but it only considered 800 MW of
offshore wind injected into a New Bern POI.

In the Companies’ engineering experience and judgment, the potential benefit of the three projects
cannot be realized in the timeframe of transmission plan to support interconnection of resources in the
near and intermediate term. The first two projects are likely to take 10-12 years to complete and the third
project may require 8 or more years to complete.”

Furthermore, while we generally agree that a greenfield transmission line could be able to alleviate the
need for upgrading an existing transmission line such as the proposed RZEP 2.0 projects, the risk of
right-of-way acquisition and permitting are significant and could be insurmountable hurdles to moving
forward to construction and achieving the planned generation additions on the timelines identified in the
Companies’ most recently approved resource plans. While the Companies believe it is reasonable to
consider potential greenfield transmission alternatives as part of future holistic multi-value strategic
transmission planning processes, substantial analysis establishing the need for the RZEP 2.0 projects
has been provided through the CTPC as well as in the recent NCUC CPIRP proceeding and no
greenfield project alternatives were identified as more favorable to meet the need.

Consistent with this response, the Companies provided the following response in discovery to the Public
Staff to ltem PSDR46-2 as follows,

Furthermore, the uncertainty and risks associated with greenfield transmission projects
such as acquiring new right-of-way and siting and permitting could delay resource plan



implementation schedules. This lack of implementation schedule adherence could impact
meeting resource adequacy targets.

Thus, the Companies maintain that proceeding with the proposed RZEP 2.0 projects in a proactive
manner is the most cost-effective executable pathway for achieving interconnection of the generation
needed in the resource plan as well as replacing aging transmission assets that provide the benefit of
reliably serving wholesale and retail network load with the resulting portfolio of supply resources. This
same line of reasoning applies to the Companies’ response to Item PSDR46-4 where the Public Staff
asked the Companies to “Describe if it is likely that a 230 kV network line could reduce the need for
DEC’s proposed RZEP 2.0 projects (Broadway, Bush River, and Champion).” Again, any greenfield line
constructed physically and directly in parallel with an existing transmission line identified to be upgraded
would likely alleviate the need for the upgrade of the existing line. However, the consequences of not
being able to construct the greenfield line or experiencing significant delays due to public opposition,
right-of-way acquisition, or permitting issues, would be severe for executing the Commission approved
least-cost integrated resource plan in a reliable, timely, and cost-effective manner. Therefore, the
Companies adequately considered, but ultimately ruled out as an alternative, the need or feasibility of
any greenfield transmission line to be pursued at this time. The CTPC did, however, agree in the
published 2023 CTPC Public Policy Study to further consider the need for longer duration greenfield
transmission projects in the solution development process for needs identified in the 2024 MVST study.

Lastly, in tem PSDR46-6, the Public Staff asked the Companies to expand upon the following scenarios
and whether new 100 kV or even 230 kV line(s) would alleviate the overloads that have triggered the
needs for the DEC RZEP 2.0 upgrades:

Interties from Anderson to Shady Grove

Intertie from Laurens to Midway to Pacolet

Intertie from Clinton to a mid-point on the Newport to Oconee 500 kV line

Intertie from Bush River due east to the DEP section of the 230 kV line that runs from
Newport to or around Summer/Pomaria node.

Intertie from Bush River to Newberry

Intertie from Central to Lee

Intertie from Greenwood (or a 230 kV line exiting Greenwood head to the east or northeast)
to Laurens

Intertie from Sadler to Person
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Again, greenfield transmission lines are known high risk projects due to potential public opposition, new
right-of-way acquisition, and permitting that are likely to delay project in-service dates beyond the near-
term period of planned renewable generation additions identified as needed in the CPIRP. Meanwhile,
the RZEP 2.0 projects, as reconductoring of existing lines, do not face these same obstacles. Therefore,
the Companies have credibly determined the proposed RZEP 2.0 projects are reasonable and prudent
as reliable long-term transmission investments and solutions and that a greenfield transmission line is
not an appropriate alternative to consider at this time.

In addition, after receiving significant evidence in regulatory dockets on resource planning, both state
jurisdictional commissions have agreed with the Companies that RZEP 2.0 should be advanced to the
CTPC.

In the CPIRP Order?, the North Carolina Utilities Commission (NCUC) states:

“52. That Duke should recommend all proposed RZEP 2.0 transmission projects to the CTPC for
approval;”

Thus, the Companies intend to recommend all proposed RZEP 2.0 projects in the CTPC process for
approval.

" https://starw1.ncuc.gov/NCUC/ViewFile.aspx?Id=cfc6d586-12e4-447f-a552-757d6e73c30e page 180
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Also, the recent South Carolina Public Service Commission (SCPSC) IRP Order? offers perspective on
the value they see in the proposed RZEP 2.0 projects, stating on page 36:

“45. The Red Zone Expansion Plan (RZEP) projects identified in the IRP provide value
to the system in excess of their costs and are needed and demonstrably beneficial to all customers
based on their reliability and resilience benefits.

46. Proactively planning and pursuing approval of these new local transmission

projects through the CTPC is a reasonable step for the Companies to take, and the Commission
acknowledges that each of the RZEP 2.0 projects will enable more efficient execution of the
Companies’ proposed Near-Term Action Plan.”

And on page 132:

“The Commission also finds that the RZEP projects identified in the IRP provide value to

the system in excess of their costs and are needed and demonstrably beneficial to all customers
based on their reliability and resilience benefits. The RZEP 2.0 projects are included as part of the
Companies’ proposed Near-Term Action Plan, and no party challenges that continuing with these
projects through the CTPC will enable more efficient execution of needed solar and battery energy
storage resources identified in the Companies’ IRP. Proactively planning and pursuing approval

of these new local transmission projects through the CTPC is a reasonable step for the Companies
to take as part of their IRP.”

The SCPSC is clearly stating and supporting the value of the proposed RZEP 2.0 projects.

Item 2: The Companies’ proposals, notably the DEC projects, do not reflect sensitivities for the
proposed DEC natural gas combined cycle plant, or potential multiple natural gas generation
plants.

This is not accurate. The 2024 DEC DISIS Phase 1 Study report® shows the results of studying the
interconnection request for a DEC natural gas combined cycle plant as well as other gas generation in
DEC. Notably, the study shows the DEC natural gas combined cycle plant leverages the Lee and
Piedmont 100 kV RZEP 1.0 projects and will leverage the proposed Broadway 100 kV RZEP 2.0 project.
With the RZEP projects being “right-sized” through planning holistically for the future, proactive planning
through red-zone expansion planning is effective at accommodating future resources in both DEP and
DEC. This “right-sizing” approach was confirmed through the 2023 CTPC Public Policy Study that
considered the incremental resources listed below in Table 1, and showed none of the RZEP 1.0
projects were overloaded during the TPL-001 contingency screens.

2 https://dms.psc.sc.gov/Attachments/Order/37a0dd54-8778-4ef9-80ce-336124178f13 pages 36, 132
Shttps://www.oasis.oati.com/woa/docs/DUK/DUKdocs/2024 DEC_Definitive_Interconnection_System_Impact_Study
Cluster_(Phase_1) Report_v1.pdf
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Table 1: Resource Changes for the 2023 Public Policy Study

2033 S
Coal Standalone ; | Onshore | Standalone Offshore
203?;.,2034 Retirements Solar SPS Wind Battery cc cT Wind SMR | PSH
DEC -3050 2900 850 200 1063 1216 752 0 285 | 1680
DEP 3175 2100 6650 1000 1013 1216 752 800 0 0

Resource abbreviations

SPS — Solar Paired with Storage

CC — Combined Cycle

CT — Combustion Turbine

SMR - Small Modular (Nuclear) Reactor
PSH - Pumped Storage Hydro

Item 3: Significant amounts of generation are projected to be built in DEP to serve, in part, the
energy needs of DEC. This situation creates a gross imbalance for DEP customers and is in
violation of fundamental ratemaking principles.

The Public Staff should reserve this topic for CPIRP and ratemaking proceedings and not try to place
this topic in the CTPC arena. Nonetheless, considering this area from a transmission perspective and
aggregating the transmission network upgrade costs for DEC and DEP from the 2022 DISIS Phase 3
Study reports, the 2023 DISIS Phase 2 Study reports, the 2023 RSC Phase 2 Study reports, and the
2024 DISIS Phase 1 Study reports, this consideration shows DEC network upgrade costs are 27%
higher than DEP network upgrade costs for generation interconnection in each area. Thus, stating that
DEP customers are footing a lopsided transmission investment through narrowly focusing on the
proposed RZEP 2.0 projects is an incomplete analysis. And when considering the addition of reliability
projects as shown in the 2023 — 2033 NCTPC Local Transmission Plan*, Appendix C, pages 44-49, and
Appendix E, pages 170-172, the aggregate cost estimate for public policy and reliability projects in DEC
is 62% higher than the DEP cost estimate, again showing that just focusing on multi-value public policy
projects would be shortsighted.

Next, as stated in the Companies’ rebuttal testimony filed in the 2023 CPIRP evidentiary hearing, it
would not be reasonable to focus exclusively on “readying the grid for interconnection of new DER to the
detriment of wholesale network customers and the adequacy and reliability of the existing grid, including
but not limited to the transmission system.”® ¢ The transmission system must be planned and
constructed in a timely manner to provide the network transmission service needed to reliably get energy
and capacity from the interconnected supply resources to serve wholesale and retail network load.
Consistent with P3 Fall Base in the recently approved CPIRP stipulation in North Carolina, for DEC and
DEP to reliably serve wholesale and retail network load with planned supply resources, the proposed
RZEP 2.0 projects are needed to execute the resource plan and to provide reliable network transmission
service over the planning period.’
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https://carolinastpc.org/media/reference/2024/06/24/2023_NCTPC_Collaborative_Transmission_Plan_Report_022220
24_FINAL.pdf
5 North Carolina Electric Membership Corporation (“NCEMC”) Ragsdale Direct Testimony at 5.
8 Rebuttal Testimony of Roberts and Shi, Duke Energy Carolinas, LLC and Duke Energy Progress, LLC, Docket No. E-100,
Sub 190, at 20.
7 Rebuttal Testimony of Roberts and Shi, Duke Energy Carolinas, LLC and Duke Energy Progress, LLC, Docket No. E-100,
Sub 190, at 14-16.

4


https://carolinastpc.org/media/reference/2024/06/24/2023_NCTPC_Collaborative_Transmission_Plan_Report_02222024_FINAL.pdf
https://carolinastpc.org/media/reference/2024/06/24/2023_NCTPC_Collaborative_Transmission_Plan_Report_02222024_FINAL.pdf

Lastly, with the proposed consolidation of DEC and DEP into one legal entity and balancing authority
(projected to be effective in 2027 pending regulatory approvals), any perceived disparate imbalance of
energy sourcing would become moot. However, should the planned merger be delayed or fail to receive
the necessary regulatory approvals, the Companies are having discussions in good faith with the Public
Staff to discuss options to address the Public Staff’'s concern mentioned in Item 3.



