STATE OF NORTH CAROLINA
UTILITIES COMMISSION
RALEIGH

DOCKET NO. E-100, SUB 113
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Rulemaking Proceeding to Implement ) ORDER AMENDING
Session Law 2007-397 ) FINAL RULES

BY THE COMMISSION: On February 29, 2008, the Commission issued an Order
in the above-captioned docket adopting final rules to implement Session Law 2007-397
(Senate Bill 3).

In footnote 1 to that Order, the Commission stated that it had determined, as it
was issuing that Order, that the General Assembly had codified Section 2(a) of Senate
Bill 3 as G.S. 62-133.8 and Section 4(a) as G.S. 62-133.9. To reduce the potential for
confusion, the Commission maintained references in that Order and the rules attached
thereto, as had the parties in their comments, to Section 2(a) of Senate Bill 3 as
G.S. 62-133.7 and to Section 4(a) as G.S. 62-133.8. The Commission stated that it
would amend the rules by further order to correct the statutory references.

The Commission, therefore, finds good cause to amend the final rules
implementing Senate Bill 3 to correct the statutory references to Sections 2(a) and 4(a)
of the law. For ease of reference to these rules, the attached Appendix A includes all of
the rules adopted in the Commission’s February 29, 2008 Order, whether or not
changes were required to the statutory references.

IT IS, THEREFORE, ORDERED that the Commission Rules and Regulations
shall be, and hereby are, amended as set out in Appendix A, attached hereto, effective
as of the date of this Order.

ISSUED BY ORDER OF THE COMMISSION.

This the 13th day of March, 2008.

NORTH CAROLINA UTILITIES COMMISSION
Patricia Swenson, Deputy Clerk

Kc031308.02
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Chapter 1.
Practice and Procedure.

Rule R1-37 is repealed.

Rule R1-38 is repealed.

Chapter 6.
Natural Gas.

Article 14.
Incentive programs.

Rule R6-95 is added as follows:

Rule R6-95. Incentive programs for natural gas utilities.

@) Purpose. — The purpose of this rule is to establish guidelines for

the application of G.S. 62-140(c) to natural gas utilities that are consistent with
the directives of that statute and consistent with the public policy of this State set
forth in G.S. 62-2.

apply:

(b) Definitions. — As used in this rule, the following definitions shall

(1) “Consideration” means anything of economic value paid,
given or offered to any person by a natural gas utility (regardless of the
source of the “consideration”) including, but not limited to: payments to
manufacturers, builders, equipment dealers, contractors including HVAC
contractors, electricians, plumbers, engineers, architects, and/or
homeowners or owners of multiple housing units or commercial
establishments; cash rebates or discounts on equipment/appliance sales,
leases, or service installation; equipment/appliances sold below fair
market value or below their cost to the natural gas utility; low interest
loans, defined as loans at an interest rate lower than that available to the
person to whom the proceeds of the loan are made available; studies on
energy usage; model homes; and payment of trade show or advertising
costs. Excepted from the definition of “consideration” are favors and
promotional activities that are de minimis and nominal in value and that
are not directed at influencing fuel choice decisions for specific
applications or locations.

(2) “Program” means any natural gas utility action or planned
action that involves offering Consideration.

(3) “Person” means the same as defined in G.S. 62-3(21).

(4)  “Natural gas utility” means, for purposes of this rule, a
person, whether organized under the laws of this State or under the laws
of any other state or country, that owns or operates in the State equipment
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or facilities for producing, transporting, distributing, or furnishing piped gas
to or for the public for consumption.

(c) Filing for Approval.

(1) Application of Rule. — Prior to a natural gas utility
implementing any Program, the purpose or effect of which is to directly or
indirectly alter or influence the decision to use the natural gas utility’s
service for a particular end-use or to directly or indirectly encourage the
installation of equipment that uses the natural gas utility’s service, the
natural gas utility shall obtain Commission approval.

Whether a Program is offered at the expense of the natural gas
utility’s shareholders, ratepayers or a third party shall not affect the filing
requirements under this rule.

A natural gas utility shall file for approval all Programs to offer
Consideration which are administered, promoted or funded by the natural
gas utility’s subsidiaries, affiliates and/or unregulated divisions or
businesses where the natural gas utility has control over the entity offering
or is involved in the Program and an intent or effect of the Program is to
adopt, secure, or increase the use of the natural gas utility’s utility
services.

(2) Filing Requirements. — Each application for the approval of
a Program shall include the following:

) Cover Page. — The natural gas utility shall attach to
the front of an application a cover sheet generally describing the
Program, the Consideration to be offered, anticipated total cost of
the Program, the source and amount of funding proposed to be
used, proposed classes of persons to whom it will be offered, and
the duration of the Program.

(i) Description. — A detailed description of the Program,
its duration, purpose, estimated number of participants, and impact
on the natural gas utility’'s general body of customers and the
natural gas utility.

(i)  Cost. — The estimated total and per unit cost for the
Program to the natural gas utility, reported by type of expenditure
(e.g., direct payment, rebate, advertising) and the planned
accounting treatment for those costs. If the natural gas utility
proposes to place any costs to be incurred in a deferred account for
possible future recovery from its customers, it shall disclose the
same and provide an estimate of each cost to be deferred. The
natural gas utility shall describe, in detail, all other sources of
monies to be used, including the name of the source, the amount
provided, and the reasons the third party is providing the money.

(iv)  Effect on Customer Use. — A statement of the effect,
if any, that the Program is expected to have on customer use of the
natural gas utility’s service.
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(v) Conditions of Program. — The type and amount of
Consideration and how and to whom it will be offered or paid,
including schedules listing the Consideration to be offered, a list of
those who will use the natural gas utility’'s service, and other
information on the availability and limitations (who can and cannot
participate) of the Consideration. The natural gas utility shall
describe any service limitations or conditions it imposes on
customers who do not participate in the Program.

(vi)  Economic Justification. — Economic justification for
the Program, including the results of appropriate cost-effectiveness
tests.

(vi)  Communications. — Detailed cost information on the
amount the natural gas utility anticipates will be spent on
communication materials related to the Program. Such cost shall be
included in the Commission’s consideration of the total cost of the
Program and whether the total cost of the Program is reasonable in
light of the benefits. To the extent available, the natural gas utility
shall include examples of all communication materials to be used in
conjunction with the Program.

(vii) Commission  Guidelines  Regarding Incentive
Programs. — The natural gas utility shall provide the information
necessary to comply with the Commission’s Revised Guidelines for
Resolution of Issues Regarding Incentive Programs issued by
Commission Order on March 27, 1996, in Docket No. M-100,
Sub 124, set out as an Appendix to Chapter 8 of these rules.

(ix)  Other. — Any other information the natural gas utility
believes relevant to the application, including information on
competition faced by the natural gas utility.

(d) Procedure.

(1) Service and Response. — The natural gas utility filing for
approval of a Program shall serve a copy of its filing on the electric utilities
and electric membership corporations operating within the filing natural
gas utility’s certificated territory, the Public Staff, the Attorney General and
any other party that has notified the natural gas utility in writing that it
wishes to be served with copies of all such filings that involve the provision
of Consideration. Those served, and others learning of the application,
shall have thirty (30) days from the date of filing in which to seek
intervention pursuant to Rule R1-19 or file a protest pursuant to
Rule R1-6. The filing natural gas utility shall have the opportunity to
respond to such petitions or protests within ten (10) days of their filing. If
any party granted intervention requests a hearing or otherwise raises a
material issue of fact, the Commission may, in its discretion, set the matter
for hearing.
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(2) Notice and Schedule. — If the application is set for hearing,
the Commission shall require such notice as it deems appropriate and
shall establish a procedural schedule for prefiled testimony and rebuttal
testimony after a discovery period of at least 45 days. Where possible, the
hearing shall be held within ninety (90) days from the application filing
date.

(e) Scope of Review. — In considering whether to approve in whole or
in part a Program or changes to an existing Program, the Commission may
consider any other information it determines to be relevant, including, but not
limited to, the following issues:

(1) Whether the Program unreasonably discriminates among
persons receiving or applying for the same kind and degree of service;

(2) Evidence of consideration or compensation paid by any
competitor, regulated or unregulated, of the natural gas utility to secure the
installation or adoption of the use of such competitor’s services;

(3) Whether the Program promotes unfair or destructive
competition or is inconsistent with the public policy of this State as set
forth in G.S. 62-2; and

(4)  Whether the Program encourages energy efficiency and its
impact on the peak loads and load factors of the filing natural gas utility.

Chapter 8.
Electric Light and Power.

Article 10.
Fuel Based Rate Changes.

Rule R8-52 is rewritten as follows:

Rule R8-52. Monthly fuel report.

(@) On or before the 15th day of each month, each electric public utility
which uses fossil and/or nuclear fuel in the generation of electric power for
providing North Carolina retail electric service shall file a Fuel Report for the
second preceding month (i.e., up to 45 days after the end of the month being
reported) for review by the Commission, the Public Staff, and any other interested
party. The Monthly Fuel Report shall be filed in such formats as shall from time to
time be approved by the Commission, and shall include the following information:

(2) Details of power plant performance and generation;
(2) Details of cost of fuel burned;

3) Details of cost of fuel transportation;

4) Details of fuel consumption and inventories;

(5)  Analysis of fossil fuel purchases;
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(6) Details of cost and inventories of ammonia, limestone, urea,
dibasic acid, sorbents, and catalysts consumed in reducing or treating
emissions;

(7) Details of transactions for purchases, sales, and
interchanges of power, including (i) total delivered noncapacity related
costs of purchases that are subject to economic dispatch or economic
curtailment and (ii) capacity costs associated with purchases from
gualifying cogeneration facilities and qualifying small power production
facilities, as defined in 16 U.S.C. 796, that are subject to economic
dispatch;

(8) Details of the total delivered costs of purchases of power
from renewable energy facilities and new renewable energy facilities
pursuant to G.S. 62-133.8 and costs incurred to comply with any federal
mandate that is similar to subsections (b), (d), (e), and (f) of G.S. 62-133.8;

(9) Details of the fuel cost component of other purchased power;

(10) Detalls of net gains or losses resulting from sales of fuel or
other fuel-related costs components as defined in G.S. 62-133.2(al);

(11) Details of net gains or losses resulting from sales of by-
products produced in the generation process to the extent the costs of the
inputs leading to that by-product are costs of fuel or fuel-related costs as
defined in G.S. 62-133.2(al); and

(12) Details of costs incurred to comply with the Swine Farm
Methane Capture Pilot Program established in Section 4 of S.L. 2007-523.

Subdivisions (6) and (7)(ii) of this subsection do not apply to the Monthly Fuel
Report of an electric public utility that is subject to G.S. 62-133.2(a3).

(b) Each electric public utility which uses fossil and/or nuclear fuel in

the generation of electric power shall file a Fuel Procurement Practices Report
for review by the Commission at least once every ten (10) years, plus each time
the utility’s fuel procurement practices change. The Fuel Procurement Practices
Report shall detail:

(1) The process and/or methodology the utility uses to
determine its fuel and fuel-related needs;

(2)  The process the utility uses to determine from which vendor
it shall buy fuel and fuel-related inventories; and

(3) The inventory management practices the utility follows to
maintain its fuel and fuel-related inventories.
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Rule R8-55 is rewritten as follows:

Rule R8-55. Annual hearings to review changes in the cost of fuel and fuel-
related costs.

(@  As used in this rule, “cost of fuel and fuel-related costs” means all
of the following:

(1)  The cost of fuel burned.
(2)  The cost of fuel transportation.

(3) The cost of ammonia, lime, limestone, urea, dibasic acid,
sorbents, and catalysts consumed in reducing or treating emissions.

(4) The total delivered noncapacity related costs, including all
related transmission charges, of all purchases of electric power by the
electric public utility that are subject to economic dispatch or economic
curtailment.

(5) The capacity costs associated with all purchases of electric
power from qualifying cogeneration facilities and qualifying small power
production facilities, as defined in 16 U.S.C. 796, that are subject to
economic dispatch by the electric public utility.

(6) Except for those costs recovered pursuant to
G.S. 62-133.8(h), the total delivered costs of all purchases of power from
renewable energy facilities and new renewable energy facilities pursuant
to G.S. 62-133.8 or to comply with any federal mandate that is similar to
the requirements of subsections (b), (d), (e) and (f) of G.S. 62-133.8.

(7)  All costs incurred to comply with the Swine Farm Methane
Capture Pilot Program established in Section 4 of S.L. 2007-523.

(8)  The fuel cost component of other purchased power.

Cost of fuel and fuel-related costs shall be adjusted for (a) any net gains or
losses resulting from any sales by the electric public utility of fuel and other
fuel-related costs components and (b) any net gains or losses resulting from any
sales by the electric public utility of by-products produced in the generation
process to the extent the costs of the inputs leading to that by-product are costs
of fuel or fuel-related costs.

(b) For each electric public utility generating electric power by means
of fossil and/or nuclear fuel for the purpose of furnishing North Carolina retail
electric service, the Commission shall schedule an annual public hearing
pursuant to G.S. 62-133.2(b) in order to review changes in the electric public
utility’s cost of fuel and fuel-related costs. The annual cost of fuel and fuel-related
cost adjustment hearing for Duke Energy Carolinas, LLC, will be scheduled for
the first Tuesday of June each year; for Carolina Power & Light Company, d/b/a
Progress Energy Carolinas, Inc., the annual hearing will be scheduled for the
third Tuesday of September each year; and for Virginia Electric and Power
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Company, d/b/a Dominion North Carolina Power, the annual hearing will be
scheduled for the second Tuesday of November each year.

(c) The test periods for the hearings to be held pursuant to
paragraph (b) above will be uniform over time. The test period for Duke Energy
Carolinas, LLC will be the calendar year; for Progress Energy Carolinas, Inc., the
test period will be the 12-month period ending March 31; and for Dominion North
Carolina Power, the test period will be the 12-month period ending June 30.

(d)  The Commission shall permit each electric public utility to charge
an increment or decrement as a rider to its rates for changes in the cost of fuel
and fuel-related costs used in providing its North Carolina customers with
electricity from the cost of fuel and fuel-related costs established in the electric
public utility’s previous general rate case on the basis of cost per kilowatt-hour.
The increment or decrement may be different among customer classes. The
general methodology and procedures to be used in establishing the cost of fuel
and fuel-related costs shall be as follows:

(2) Cost of fuel and fuel-related costs will be preliminarily
established utilizing the methods and procedures approved in the utility’s
last general rate case, except 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 Corporation’s Generating Availability Report, adjusted to
reflect unique, inherent characteristics of the utility, including, but not
limited to, plants 2 years or less in age and unusual events. The national
average capacity factor for nuclear production facilities shall be based on
the most recent 5-year period available and shall be weighted, if
appropriate, for both pressurized water reactors and boiling water
reactors. The costs shall be allocated among customer classes in
accordance with G.S. 62-133.2(a2), as applicable. A cost of fuel and
fuel-related cost rider will then be determined based upon the difference
between the cost of fuel and fuel-related costs thus established and the
base cost of fuel and fuel-related cost component of the rates established
in the utility’s most recent general rate case. The foregoing normalization
requirement assumes that the Commission finds that an abnormality
having a probable impact on the utility’s revenues and expenses existed
during the test period.

(2) Cost of fuel and fuel-related costs will be modified as
provided in G.S. 62-133.2(a3).

(3) The cost of fuel and fuel-related costs as described above
will be further modified through use of an experience modification factor
(EMF) rider, which may be different among customer classes. The
EMF rider will reflect the difference between reasonable and prudently
incurred cost of fuel and fuel-related costs and the fuel-related revenues
that were actually realized during the test period under the cost of fuel and
fuel-related cost components of rates then in effect. Upon request of the
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electric public utility, the Commission shall also incorporate in this
determination the experienced over-recovery or under-recovery of the cost
of fuel and fuel-related costs up to thirty (30) days prior to the date of the
hearing, provided that the reasonableness and prudence of these costs
shall be subject to review in the utility’s next annual fuel and fuel-related
costs adjustment hearing.

(4)  The cost of fuel and fuel-related cost rider and the EMF rider
as described hereinabove will be charged as an increment or decrement
to the base fuel cost component of rates established in the electric public
utility’s previous general rate case.

(5) The EMF rider will remain in effect for a fixed 12-month
period following establishment and will carry through as a rider to rates
established in any intervening general rate case proceedings; provided,
however, that such carry-through provision will not relieve the Commission
of its responsibility to determine the reasonableness of the cost of fuel and
fuel-related costs, other than that being collected through operation of the
EMF rider, in any intervening general rate case proceeding.

(6) Pursuant to G.S.62-130(e), any over-collection of
reasonable and prudently incurred cost of fuel and fuel-related costs to be
refunded to a utility’s customers through operation of the EMF rider shall
include an amount of interest, at such rate as the Commission determines
to be just and reasonable, not to exceed the maximum statutory rate.

(e) Each electric public utility, at a minimum, shall submit to the
Commission for purposes of investigation and hearing the information and data in
the form and detail as set forth below:

(1)  Actual test period kWh sales, peak demand by customer
class, fuel-related revenues, and fuel-related expenses for the utility’s total
system and for its North Carolina retail operations.

(2) Test period kWh sales normalized for weather, customer
growth and usage. Said normalized kWh sales shall be for the utility’s total
system and for its North Carolina retail operations. The methodology used
for such normalization shall be the same methodology adopted by the
Commission, if any, in the utility’s last general rate case.

(3) Adjusted test period kWh generation corresponding to
normalized test period kWh usage. The methodology for such adjustment
shall be the same methodology adopted by the Commission in the utility’s
last general rate case, including adjustment by type of generation;
i.e., nuclear, fossil, hydro, pumped storage, purchased power, etc. In the
event that said methodology is inconsistent with the normalization
methodology set forth in paragraph (d)(1) above, additional pro forma
calculations shall be presented incorporating the normalization
methodology reflected in paragraph (d)(1).

4) Cost of fuel and applicable fuel-related costs corresponding
to the adjusted test period kWh generation, including a detailed
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explanation showing how such cost of fuel and fuel-related costs were
derived. The cost of fuel shall be based on end-of-period unit fuel prices
incurred during the test period, although the Commission may consider
other fuel prices if test period fuel prices are demonstrated to be
nonrepresentative on an on-going basis. Unit fuel prices shall include
delivered fuel prices and burned fuel expense rates as appropriate.

(5) Procurement practices and inventories for fuel burned and
for ammonia, lime, limestone, urea, dibasic acid, sorbents, and catalysts
consumed in reducing or treating emissions.

(6) The cost of fuel burned and of ammonia, lime, limestone,
urea, dibasic acid, sorbents, and catalysts consumed in reducing or
treating emissions at each generating facility.

(7)  Any net gains or losses resulting from any sales by the
electric public utility of fuel or other fuel-related costs components.

(8) Any net gains or losses resulting from any sales by the
electric public utility of by-products produced in the generation process to
the extent the costs of the inputs leading to that by-product are costs of
fuel or fuel-related costs.

(9)  All costs incurred to comply with the Swine Farm Methane
Capture Pilot Program established in Section 4 of S.L. 2007-523.

(10) The monthly fuel report and the monthly base load power
plant performance report for the last month in the test period and any
information required by Rules R8-52 and R8-53 for the test period which
has not already been filed with the Commission. Further, such information
for the complete 12-month test period shall be provided by the electric
public utility to any intervenor upon request.

(11) All workpapers supporting the calculations, adjustments and
normalizations described above.

(12) The nuclear capacity rating(s) in the last rate case and the
rating(s) proposed in this proceeding. If they differ, supporting justification
for the change in nuclear capacity rating(s) since the last rate case.

(13) The proposed rate design to recover the electric public
utility’s cost of fuel and fuel-related costs.

An electric public utility that is subject to G.S. 62-133.2(a3) is required to provide
only the applicable information prescribed by subdivisions (5), (6) and (8) of this
subsection.

() The electric public utility shall file the information required under
this rule, accompanied by workpapers and direct testimony and exhibits of expert
witnesses supporting the information filed herein, and any changes in rates
proposed by the electric public utility (if any), according to the following schedule:
Duke Energy Carolinas, LLC, and Progress Energy Carolinas, Inc., not less than
90 days prior to the hearing; Dominion North Carolina Power, not less than 75
days prior to the hearing. Nothing in this rule shall be construed to require the
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electric public utility to propose a change in rates or to utilize any particular
methodology to calculate any change in rates proposed by the utility in this
proceeding.

(9 The electric public utility shall publish a notice for two (2)
successive weeks in a newspaper or newspapers having general circulation in its
service area, normally beginning at least 30 days prior to the hearing, notifying
the public of the hearing before the Commission pursuant to G.S. 62-133.2(b)
and setting forth the time and place of the hearing.

(h) Persons having an interest in said hearing may file a petition to
intervene setting forth such interest at least 15 days prior to the date of the
hearing. Petitions to intervene filed less than 15 days prior to the date of the
hearing may be allowed in the discretion of the Commission for good cause
shown.

) The Public Staff and other intervenors shall file direct testimony and
exhibits of expert witnesses at least 15 days prior to the hearing date. If a petition
to intervene is filed less than 15 days prior to the hearing date, it shall be
accompanied by any direct testimony and exhibits of expert witnesses the
intervenor intends to offer at the hearing.

) The electric public utility may file rebuttal testimony and exhibits of
expert witnesses no later than 5 days prior to the hearing date.

(K) The burden of proof as to the correctness and reasonableness of
any charge and as to whether the test year cost of fuel and fuel-related costs
were reasonable and prudently incurred shall be on the utility. For purposes of
determining the EMF rider, a utility must achieve either (a) an actual system-wide
nuclear capacity factor in the test year that is at least equal to the national
average capacity factor for nuclear production facilities based on the most recent
5-year period available as reflected in the most recent North American Electric
Reliability Corporation’s Generating Availability Report, appropriately weighted for
size and type of plant or (b) an average system-wide nuclear capacity factor,
based upon a two-year simple average of the system-wide capacity factors
actually experienced in the test year and the preceding year, that is at least equal
to the national average capacity factor for nuclear production facilities based on
the most recent 5-year period available as reflected in the most recent
North American Electric Reliability Corporation’s Generating Availability Report,
appropriately weighted for size and type of plant, or a presumption will be created
that the utility incurred the increased cost of fuel and fuel-related costs resulting
therefrom imprudently and that disallowance thereof is appropriate. The utility
shall have the opportunity to rebut this presumption at the hearing and to prove
that its test year cost of fuel and fuel-related costs were reasonable and prudently
incurred. To the extent that the utility rebuts the presumption by the
preponderance of the evidence, no disallowance will result.

() The hearing will generally be held in the Hearing Room of the
Commission at its offices in Raleigh, North Carolina.
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(m) Each electric public utility shall follow deferred accounting with
respect to the difference between actual reasonable and prudently incurred cost
of fuel and fuel-related costs and cost of fuel and fuel-related costs recovered
under rates in effect.

(n) If the Commission has not issued an order pursuant to
G.S. 62-133.2 within 180 days after the date the electric public utility has filed any
proposed changes in its rates and charges in this proceeding based solely on the
cost of fuel and fuel-related costs, then the utility may place such proposed
changes into effect. If such changes in the rates and charges are finally
determined to be excessive, the electric public utility shall refund any excess plus
interest to its customers in a manner directed by the Commission.

Article 11.
Resource Planning and Certification.

Rule R8-60 is rewritten as follows:

Rule R8-60. Integrated resource planning and filings.

(@) Purpose. — The purpose of this rule is to implement the provisions
of G.S. 62-2(3a) and G.S. 62-110.1 with respect to least cost integrated resource
planning by the utilities in North Carolina.

(b)  Applicability. — This rule is applicable to Carolina Power & Light
Company, d/b/a Progress Energy Carolinas, Inc.; Duke Energy Carolinas, LLC;
Virginia Electric and Power Company, d/b/a Dominion North Carolina Power; the
North Carolina Electric Membership Corporation; and any individual electric
membership corporation to the extent that it is responsible for procurement of
any or all of its individual power supply resources.

(©) Integrated Resource Plan. — Each utility shall develop and keep
current an integrated resource plan, which incorporates, at a minimum, the
following:

(1) a 15-year forecast of native load requirements (including any
off-system obligations approved for native load treatment by the
Commission) and other system capacity or firm energy obligations
extending through at least one summer or winter peak (other system
obligations); supply-side (including owned/leased generation capacity and
firm purchased power arrangements) and demand-side resources
expected to satisfy those loads; and the reserve margin thus produced;
and

(2) a comprehensive analysis of all resource options (supply-
and demand-side) considered by the utility for satisfaction of native load
requirements and other system obligations over the planning period,
including those resources chosen by the utility to provide reliable electric
utility service at least cost over the planning period.
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Each utility shall include an assessment of demand-side management and
energy efficiency in its integrated resource plan. G.S. 62-133.9(c). In addition,
each utility’s consideration of supply-side and demand-side resources, including
alternative supply-side energy resources, and the provision of reliable electric
utility service at least cost shall appropriately consider and incorporate the utility’s
obligation to comply with the Renewable Energy and Energy Efficiency Portfolio
Standard (REPS). G.S. 62-133.8.

(d) Purchased Power. — As part of its integrated resource planning
process, each utility shall assess on an on-going basis the potential benefits of
soliciting proposals from wholesale power suppliers and power marketers to
supply it with needed capacity.

(e) Alternative Supply-Side Energy Resources. — As part of its
integrated resource planning process, each utility shall assess on an on-going
basis the potential benefits of reasonably available alternative supply-side energy
resource options. Alternative supply-side energy resources include, but are not
limited to, hydro, wind, geothermal, solar thermal, solar photovoltaic, municipal
solid waste, fuel cells, and biomass.

() Demand-Side Management. — As part of its integrated resource
planning process, each utility shall assess on an on-going basis programs to
promote demand-side management, including costs, benefits, risks,
uncertainties, reliability and customer acceptance, where appropriate. For
purposes of this rule, demand-side management consists of demand response
programs and energy efficiency and conservation programs.

(9) Evaluation of Resource Options. — As part of its integrated
resource planning process, each utility shall consider and compare a
comprehensive set of potential resource options, including both demand-side and
supply-side options, to determine an integrated resource plan that offers the least
cost combination (on a long-term basis) of reliable resource options for meeting
the anticipated needs of its system. The utility shall analyze potential resource
options and combinations of resource options to serve its system needs, taking
into account the sensitivity of its analysis to variations in future estimates of peak
load, energy requirements, and other significant assumptions, including, but not
limited to, the risks associated with wholesale markets, fuel costs,
construction/implementation costs, transmission and distribution costs, and costs
of complying with environmental regulation. Additionally, the utility’s analysis
should take into account, as applicable, system operations, environmental
impacts, and other qualitative factors.

(h) Filings.

(1) By September 1, 2008, and every two years thereafter, each
utility subject to this rule shall file with the Commission its then current
integrated resource plan, together with all information required by

subsection (i) of this rule. This biennial report shall cover the next
succeeding two-year period.
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(2) By September 1 of each year in which a biennial report is not
required to be filed, an annual report shall be filed with the Commission
containing an updated 15-year forecast of the items described in
subparagraph (c)(1), as well as significant amendments or revisions to the
most recently filed biennial report, including amendments or revisions to
the type and size of resources identified, as applicable.

3) Each biennial and annual report filed shall be accompanied
by a short-term action plan that discusses those specific actions currently
being taken by the utility to implement the activities chosen as appropriate
per the applicable biennial and annual reports.

4) Each biennial and annual report shall include the utility’s
REPS compliance plan pursuant to Rule R8-67(b).

(5) If a utility considers certain information in its biennial or
annual report to be proprietary, confidential, and within the scope of
G.S. 132-1.2, the utility may designate the information as “confidential”
and file it under seal.

0] Contents of Reports. — Each utility shall include in each biennial
report, revised as applicable in each annual report, the following:

(2) Forecasts of Load, Supply-Side Resources, and Demand-
Side Resources. — The forecasts filed by each utility as part of its biennial
report shall include descriptions of the methods, models, and assumptions
used by the utility to prepare its peak load (MW) and energy sales (MWh)
forecasts and the variables used in the models. In both the biennial and
annual reports, the forecasts filed by each utility shall include, at a
minimum, the following:

0] The most recent ten-year history and a forecast of
customers by each customer class, the most recent ten-year history
and a forecast of energy sales (kWh) by each customer class;

(i) A tabulation of the utility’'s forecast for at least a
15-year period, including peak loads for summer and winter
seasons of each year, annual energy forecasts, reserve margins,
and load duration curves, with and without projected supply- or
demand-side resource additions. The tabulation shall also indicate
the projected effects of demand response and energy efficiency
programs and activities on the forecasted annual energy and peak
loads on an annual basis for a 15-year period, and these effects
also may be reported as an equivalent generation capacity impact;
and

(i)  Where future supply-side resources are required, a
description of the type of capacity/resource (base, intermediate, or
peaking) that the utility proposes to use to address the forecasted
need.

(2) Generating Facilities. — Each utility shall provide the
following data for its existing and planned electric generating facilities
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(including planned additions and retirements, but excluding cogeneration
and small power production):

(1 Existing Generation. — The utility shall provide a list
of existing units in service, with the information specified below for
each listed unit. The information shall be provided for a 15-year
period beginning with the year of filing:

a. Type of fuel(s) used;

b. Type of unit (e.g., base, intermediate, or
peaking);

C. Location of each existing unit;

d. A list of units to be retired from service with
location, capacity and expected date of retirement from the
system;

e. A list of units for which there are specific plans

for life extension, refurbishment or upgrading. The reporting
utility shall also provide the expected (or actual) date
removed from service, general location, capacity rating upon
return to service, expected return to service date, and a
general description of work to be performed; and

f. Other changes to existing generating units that
are expected to increase or decrease generation capability
of the unit in question by an amount that is plus or minus
10%, or 10 MW, whichever is greater.

(i) Planned Generation Additions. — Each utility shall
provide a list of planned generation additions, the rationale as to
why each listed generation addition was selected, and a 15-year
projection of the following for each listed addition:

a. Type of fuel(s) used;

b. Type of unit (e.g. baseload, intermediate,
peaking);

C. Location of each planned unit to the extent
such location has been determined; and

d. Summaries of the analyses supporting any

new generation additions included in its 15-year forecast,

including its designation as base, intermediate, or peaking

capacity.

(i)  Non-Utility Generation. — Each utility shall provide a
separate and updated list of all non-utility electric generating
facilities in its service areas, including customer-owned and stand-
by generating facilities. This list shall include the facility name,
location, primary fuel type, and capacity (including its designation
as base, intermediate, or peaking capacity). The utility shall also
indicate which facilities are included in its total supply of resources.
If any of this information is readily accessible in documents already
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filed with the Commission, the utility may incorporate by reference
the document or documents in its report, so long as the utility
provides the docket number and the date of filing.

3) Reserve Margins. — The utility shall provide a calculation
and analysis of its winter and summer peak reserve margins over the
projected 15-year period. To the extent the margins produced in a given
year differ from target reserve margins by plus or minus 3%, the utility
shall explain the reasons for the difference.

(4)  Wholesale Contracts for the Purchase and Sale of Power.

0] The utility shall provide a list of firm wholesale
purchased power contracts reflected in the biennial report, including
the primary fuel type, capacity (including its designation as base,
intermediate, or peaking capacity), location, expiration date, and
volume of purchases actually made since the last biennial report for
each contract.

(i) The utility shall discuss the results of any Request for
Proposals (RFP) for purchased power it has issued since its last
biennial report. This discussion shall include a description of each
RFP, the number of entities responding to the RFP, the number of
proposals received, the terms of the proposals, and an explanation
of why the proposals were accepted or rejected.

(i)  The utility shall include a list of the wholesale power
sales contracts for the sale of capacity or firm energy for which the
utility has committed to sell power during the planning horizon, the
identity of each wholesale entity to which the utility has committed
itself to sell power during the planning horizon, the number of
megawatts (MW) on an annual basis for each contract, the length
of each contract, and the type of each contract (e.g., native load
priority, firm, etc.).

(5)  Transmission Facilities. — Each utility shall include a list of
transmission lines and other associated facilities (161 kV or over) which
are under construction or for which there are specific plans to be
constructed during the planning horizon, including the capacity and
voltage levels, location, and schedules for completion and operation. The
utility shall also include a discussion of the adequacy of its transmission
system (161 kV and above).

(6) Demand-Side Management. — Each utility shall provide the
results of its overall assessment of existing and potential demand-side
management programs, including a descriptive summary of each analysis
performed or used by the utility in the assessment. The utility also shall
provide general information on any changes to the methods and
assumptions used in the assessment since its last biennial report.

0] For demand-side programs available at the time of
the report, the utility shall provide the following information for each
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resource: the type of resource (demand response or energy
efficiency); the capacity and energy available in the program;
number of customers enrolled in each program; the number of
times the utility has called upon the resource; and, where
applicable, the capacity reduction realized each time since the
previous biennial report. The utility shall also list any demand-side
resource it has discontinued since its previous biennial report and
the reasons for that discontinuance.

(i) For demand-side management programs it proposes
to implement within the biennium for which the report is filed, the
utility shall provide the following information for each resource: the
type of resource (demand response and energy efficiency); a
description of the new program and the target customer segment;
the capacity and energy expected to be available from the program;
projected customer acceptance; the date the program will be
launched; and the rationale as to why the program was selected.

(i)  For programs evaluated but rejected the utility shall
provide the following information for each resource considered: the
type of resource (demand response or energy efficiency); a
description of the program and the target customer segment; the
capacity and energy available from the program; projected
customer acceptance; and reasons for the program’s rejection.

(iv)  For consumer education programs the utility shall
provide a comprehensive list of all such programs the utility
currently provides to its customers, or proposes to implement within
the biennium for which the report is filed, including a description of
the program, the target customer segment, and the utility’s
promotion of the education program. The utility shall also provide a
list of any educational program it has discontinued since its last
biennial report and the reasons for discontinuance.

(7)  Assessment of Alternative Supply-Side Energy Resources. —
The utility shall include its current overall assessment of existing and
potential alternative supply-side energy resources, including a descriptive
summary of each analysis performed or used by the utility in the
assessment. The utility shall also provide general information on any
changes to the methods and assumptions used in the assessment since
its most recent biennial or annual report.

0] For the currently operational or potential future
alternative supply-side energy resources included in each utility’s
plan, the utility shall provide information on the capacity and energy
actually available or projected to be available, as applicable, from
the resource. The utility shall also provide this information for any
actual or potential alternative supply-side energy resources that
have been discontinued from its plan since its last biennial report
and the reasons for that discontinuance.
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(i) For alternative supply-side energy resources
evaluated but rejected, the utility shall provide the following
information for each resource considered: a description of the
resource; the potential capacity and energy associated with the
resource; and the reasons for the rejection of the resource.

(8) Evaluation of Resource Options. — Each utility shall provide
a description and a summary of the results of its analyses of potential
resource options and combinations of resource options performed by it
pursuant to subsection (g) of this rule to determine its integrated resource
plan.

(9) Levelized Busbar Costs. — Carolina Power & Light
Company, d/b/a Progress Energy Carolinas, Inc.; Duke Energy Carolinas,
LLC; and Virginia Electric and Power Company, d/b/a Dominion North
Carolina Power shall provide information on levelized busbar costs for
various generation technologies.

()] Review. — Within 150 days after the filing of each utility's biennial
report and within 60 days after the filing of each utility’s annual report of
amendments or revisions, the Public Staff or any other intervenor may file an
integrated resource plan or report of its own as to any utility or may file an
evaluation of or comments on the reports filed by the utilities, or both. The Public
Staff or any intervenor may identify any issue that it believes should be the
subject of an evidentiary hearing. Within 14 days after the filing of initial
comments, the parties may file reply comments addressing any substantive or
procedural issue raised by any other party. A hearing to address issues raised by
the Public Staff or other intervenors may be scheduled at the discretion of the
Commission. The scope of any such hearing shall be limited to such issues as
identified by the Commission. One or more hearings to receive testimony from
the public, as required by law, shall be set at a time and place designated by the
Commission.

Rule R8-61 is rewritten as follows:

Rule R8-61. Preliminary plans and certificates of public convenience and
necessity for construction of electric generation and related transmission facilities
in North Carolina; construction of out-of-state electric generating facilities;
progress reports and ongoing reviews of construction; project development cost
reviews for nuclear generating facilities.

@) Information to be filed 120 or more days before the filing of an
application, by a public utility or other person, for a certificate of public
convenience and necessity for generating facilities with capacity of 300 MW or
more shall include the following:

(1) Available site information (including maps and description),
preliminary estimates of initial and ultimate development, justification for
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the adoption of the site selected, and general information describing the
other locations considered,

(2) As appropriate, preliminary information concerning
geological, aesthetic, ecological, meteorological, seismic, water supply,
population and general load center data to the extent known;

(3) A statement of the need for the facility, including information
on loads and generating capability;

(4) A description of investigations completed, in progress, or
proposed involving the subject site;

(5) A statement of existing or proposed plans known to the
applicant of federal, state, local governmental and private entities for other
developments at or adjacent to the proposed site;

(6) A statement of existing or proposed environmental
evaluation programs to meet the applicable air and water quality
standards;

(7) A brief general description of practicable transmission line
routes emanating from the site;

(8) A list of all agencies from which approvals will be sought
covering various aspects of any generation facility constructed on the site
and the title and nature of such approvals;

(9) A statement of estimated cost information, including plans
and related transmission capital cost (initial core costs for nuclear units);
all operating expenses by categories, including fuel costs and total
generating cost per net kWh at plant; and information concerning capacity
factor, heat rate, and plant service life. Furnish comparative cost including
related transmission cost of other final alternatives considered; and

(10) A schedule showing the anticipated beginning dates for
construction, testing, and commercial operation of the generating facility.

(b) In filing an application for a certificate of public convenience and
necessity pursuant to G.S. 62-110.1(a) in order to construct a generating facility
in North Carolina, a public utility shall include the following information supported
by relevant testimony:

(1) The most recent biennial report and the most recent annual
report (as defined in Rule R8-60) of the utility plus any proposals by the
utility to update said report;

(2) The extent to which the proposed construction conforms to
the utility’s most recent biennial report and the most recent annual report
(as defined in Rule R8-60);

(3) Support for any utility proposals to update its most recent
biennial report and its most recent annual report (as defined in
Rule R8-60);

(4) Updates, if any, to the Rule R8-61(a) information;
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(5) An estimate of the construction costs for the generating
facility;

(6) The projected cost of each major component of the
generating facility and the projected schedule for incurring those costs;

(7)  The projected effect of investment in the generating facility
on the utility’'s overall revenue requirement for each year during the
construction period;

(8) The anticipated construction schedule for the generating
facility;

(9) The specific type of units selected for the generating facility;
the suppliers of the major components of the facility; the basis for
selecting the type of units, major components, and suppliers; and the
adequacy of fuel supply;

(10) The qualifications and selection of principal contractors and
suppliers for construction of the generating facility, other than those listed
in Item (9) above;

(11) Resource and fuel diversity and reasonably anticipated
future operating costs, including the anticipated in-service expenses
associated with the generating facility for the 12-month period of time
following commencement of commercial operation of the facility;

(12) Risk factors related to the construction and operation of the
generating facility; and

(13) If the application is for a coal or nuclear generating facility,
information demonstrating that energy efficiency measures; demand-side
management; renewable energy resource generation; combined heat and
power generation; or any combination thereof, would not establish or
maintain a more cost-effective and reliable generation system and that the
construction and operation of the facility is in the public interest.

(c) The public utility shall submit a progress report and any revision in
the construction cost estimate during each year of construction according to a
schedule established by the Commission.

(d) Upon the request of the public utility or upon the Commission’s own
motion, the Commission may conduct an ongoing review of construction of the
generating facility as the construction proceeds.

(e) A public utility requesting an ongoing review of construction of the
generating facility pursuant to G.S. 62-110.1(f) shall file an application, supported
by relevant testimony, for an ongoing review no later than 12 months after the
date of issuance of a certificate of public convenience and necessity by the
Commission; provided, however, that the public utility may, prior to the conclusion
of such 12-month period, petition the Commission for a reasonable extension of
time to file an application based on a showing of good cause. Upon the filing of a
request for an ongoing review, the Commission shall establish a schedule of
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hearings. The hearings shall be held no more often than every 12 months. The
Commission shall also establish the time period to be reviewed during each
hearing. The purpose of each ongoing review hearing is to determine the
reasonableness and prudence of the costs incurred by the public utility during the
period under review and to determine whether the certificate should remain in
effect or be modified or revoked. The public utility shall have the burden of proof
to demonstrate that all costs incurred are reasonable and prudent.

) A public utility may file an application pursuant to G.S. 62-110.6
requesting the Commission to determine the need for an out-of-state electric
generating facility that is intended to serve retail customers in North Carolina. If
need for the generating facility is established, the Commission shall also approve
an estimate of the construction costs and construction schedule for such facility.
The application may be filed at any time after an application for a certificate of
public convenience and necessity or license for construction of the generating
facility has been filed in the state in which the facility will be sited. The application
shall be supported by relevant testimony and shall include the information
required by subsection (b) of this Rule to the extent such information is relevant
to the showing of need for the generating facility and the estimated construction
costs and proposed construction schedule for the generating facility. The public
utility shall submit a progress report and any revision in the construction cost
estimate for the out-of-state electric generating facility during each year of
construction according to a schedule established by the Commission.

(9) If the Commission makes a determination of need pursuant to
G.S. 62-110.6 and subsection (f) of this Rule, the provisions of subsections (d)
and (e) of this Rule shall apply to a request by a public utility for an ongoing
review of construction of a generating facility to be constructed in another state
that is intended to serve retail customers in North Carolina. An electric public
utility shall file an application, supported by relevant testimony, for an ongoing
review no later than 12 months after the date of issuance of a certificate of public
convenience and necessity or license by the state commission in which the
out-of-state generating facility is to be constructed; provided, however, that the
public utility may, prior to the conclusion of such 12-month period, petition the
Commission for a reasonable extension of time to file an application based on a
showing of good cause.

(h) A public utility may file an application pursuant to G.S. 62-110.7
requesting the Commission to review the public utility’s decision to incur project
development costs for a potential in-state or out-of-state nuclear generating
facility that is intended to serve retail electric customers in North Carolina. The
application, supported by relevant testimony, shall be filed prior to the filing of an
application for a certificate to construct the facility.
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Rule R8-64 is added as follows:

Rule R8-64. Application for certificate of public convenience and necessity by
qgualifying cogenerator or small power producer; progress reports.

(@)  Scope of Rule.

(1) This rule applies to applications for a certificate of public
convenience and necessity pursuant to G.S. 62-110.1(a) filed by any
person seeking the benefits of 16 U.S.C. 824a-3 or G.S. 62-156 as a
qualifying cogenerator or a qualifying small power producer as defined in
16 U.S.C. 796(17) and (18) or as a small power producer as defined in
G.S. 62-3(27a), except persons exempt from certification by the provisions
of G.S. 62-110.1(9g).

(2) For purposes of this rule, the term “person” shall include a
municipality as defined in Rules R7-2(c) and R10-2(c), including a county
of the State.

(3)  The construction of a facility for the generation of electricity
shall include not only the building of a new building, structure or generator,
but also the renovation or reworking of an existing building, structure or
generator in order to enable it to operate as a generating facility.

(4)  This rule shall apply to any person within its scope who
begins construction of an electric generating facility without first obtaining
a certificate of public convenience and necessity. In such circumstances,
the application shall include an explanation for the applicant’s beginning of
construction before the obtaining of the certificate.

(b)  The Application.

(1) The application shall be accompanied by maps, plans, and
specifications setting forth such details and dimensions as the
Commission requires. It shall contain, among other things, the following
information, either embodied in the application or attached thereto as
exhibits:

0] The full and correct name, business address and
business telephone number of the applicant;
(i) A statement of whether the applicant is an individual,

a partnership, or a corporation and, if a partnership, the name and

business address of each general partner and, if a corporation, the

state and date of incorporation and the name and business address
of an individual duly authorized to act as corporate agent for the
purpose of the application and, if a foreign corporation, whether
domesticated in North Carolina;

(i)  The nature of the generating facility, including the type
and source of its power or fuel,

(iv)  The location of the generating facility set forth in
terms of local highways, streets, rivers, streams, or other generally
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known local landmarks together with a map, such as a county road
map, with the location indicated on the map;

(v)  The ownership of the site and, if the owner is other
than the applicant, the applicant’s interest in the site;

(vi) A description of the buildings, structures and
equipment comprising the generating facility and the manner of its
operation;

(vii)  The projected maximum dependable capacity of the
facility in megawatts;

(viii)  The projected cost of the facility;

(ix)  The projected date on which the facility will come on
line;

(x) The applicant’s general plan for sale of the electricity
to be generated, including the utility to which the applicant plans to
sell the electricity; any provisions for wheeling of the electricity;
arrangements for firm, non-firm or emergency generation; the
service life of the project; and the projected annual sales in kilowatt-
hours; and

(xi) A complete list of all federal and state licenses,
permits and exemptions required for construction and operation of
the generating facility and a statement of whether each has been
obtained or applied for. A copy of those that have been obtained
should be filed with the application; a copy of those that have not
been obtained at the time of the application should be filed with the
Commission as soon as they are obtained.

(2) In addition to the information required above, an applicant
who desires to enter into a contract for a term of 5 years or more for the
sale of electricity and who will have a projected dependable capacity of
5 megawatts or more available for such sale shall include in the
application the following information and exhibits:

) A statement detailing the experience and expertise of
the persons who will develop, design, construct and operate the
project to the extent such persons are known at the time of the

application;

(i) Information specifically identifying the extent to which
any regulated utility will be involved in the actual operation of the
project;

(i) A statement obtained by the applicant from the
electric utility to which the applicant plans to sell the electricity to be
generated setting forth an assessment of the impact of such
purchased power on the utility’s capacity, reserves, generation mix,
capacity expansion plan, and avoided costs;

(iv) The most current available balance sheet of the
applicant;
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(v) The most current available income statement of the
applicant;
(vi)  An economic feasibility study of the project;

(vi) A statement of the actual financing arrangements
entered into in connection with the project to the extent known at
the time of the application;

(viii) A detailed explanation of the anticipated kilowatt and
kilowatt-hour outputs, on-peak and off-peak, for each month of the
year,

(ix) 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

(x) A detailed explanation of arrangements for fuel
supply, including the length of time covered by the arrangements, to
the extent known at the time of the application.

(3)  All applications shall be signed and verified by the applicant
or by an individual duly authorized to act on behalf of the applicant for the
purpose of the application.

(4)  Applications filed on behalf of a corporation are not subject
to the provision of R1-5(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 required, the requirements of G.S. 84-4 and G.S. 84-4.1 shall
be applicable.

(5) Falsification of or failure to disclose any required information
in the application may be grounds for denying or revoking any certificate.

(6)  The application and 30 copies shall be filed with the Chief
Clerk of the Utilities Commission.

(c) Procedure upon receipt of Application. — Upon the filing of an
application appearing to meet the requirements set forth above, the Commission
will process it as follows:

(1) The Commission will issue an order requiring the applicant
to publish notice of the application once a week for four successive weeks
in a daily newspaper of general circulation in the county where the
generating facility is proposed to be constructed and requiring the
applicant to mail a copy of the application and the notice, no later than the
first date that such notice is published, to the electric utility to which the
applicant plans to sell the electricity to be generated. The applicant shall
be responsible for filing with the Commission an affidavit of publication and
a signed and verified certificate of service to the effect that the application
and notice have been mailed to the electric utility to which the applicant
plans to sell the electricity to be generated.

(2)  The Chief Clerk will deliver 16 copies of the application and
the notice to the Clearinghouse Coordinator of the Office of Policy and
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Planning of the Department of Administration for distribution by the
Coordinator to State agencies having an interest in the application.

3) If a complaint is received within 10 days after the last date of
the publication of the notice, the Commission will schedule a public
hearing to determine whether a certificate should be awarded and 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 newspaper in which the notice of the application was
published. If no complaint is received within the time specified, the
Commission may, upon its own initiative, order and schedule a hearing to
determine whether a certificate should be awarded and, if the Commission
orders a hearing upon its own initiative, it will require notice of the hearing
to be published by the applicant in the newspaper in which the notice of
the application was published.

4) If no complaint is received within the time specified and the
Commission does not order a hearing upon its own initiative, the
Commission will enter an order awarding the certificate.

(d)  The Certificate.

(1) The certificate shall be subject to revocation if any of the
other federal or state licenses, permits or exemptions required for
construction and operation of the generating facility is not obtained and
that fact is brought to the attention of the Commission and the
Commission finds that as a result the public convenience and necessity no
longer requires, or will require, construction of the facility.

(2)  The certificate must be renewed by re-compliance with the
requirements set forth in this Rule if the applicant does not begin
construction within 5 years after issuance of the certificate.

3) Both before the time construction is completed and after, all
certificate holders must advise both 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 subsection (b)(1) of this Rule, and the Commission will order such
proceedings as it deems appropriate to deal with such plans or changes.

(e) Reporting. — All applicants must submit annual progress reports
until construction is completed.

Rule R8-65 is added as follows:

Rule R8-65. Report by persons constructing electric generating facilities exempt
from certification requirement.

(@) All persons exempt from certification under G.S. 62-110.1(g) shall
file with the Commission a report of the proposed construction of an electric
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generating facility before beginning construction of the facility. The report of
proposed construction shall include the information prescribed in subsection (b)(1)
of Rule R8-64 and shall be signed and verified by the owner of the electric
generating facility or by an individual duly authorized to act on behalf of the
owner for the purpose of the filing.

(b) Reports filed on behalf of a corporation are not subject to the
provision of Rule R1-5(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
required, the requirements 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 of proposed construction to the electric public utility, electric
membership corporation, or municipality to which the generating facility will be
interconnected.

(d)  The owner of the electric generating facility shall file an original and
30 copies of the report of proposed construction with the Chief Clerk of the
Utilities Commission. No filing fee is required.

(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 and will deliver
16 copies of the report of proposed construction 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 for information only.

() 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.

Rule R8-66 is added as follows:

Rule R8-66. Registration of renewable energy facilities; annual reporting
requirements.

(@  The following terms shall be defined as provided in G.S. 62-133.8:
“electric power supplier”; “renewable energy certificate”; and “renewable energy
facility.”

(b)  The owner, including an electric power supplier, of each renewable
energy facility, whether or not required to obtain a certificate of public
convenience and necessity pursuant to G.S. 62-110.1, that intends for renewable
energy certificates it earns to be eligible for use by an electric power supplier to
comply with G.S. 62-133.8 shall register with the Commission. The registration
statement may be filed separately or together with an application for a certificate
of public convenience and necessity, with a report of proposed construction by a
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person exempt from the certification requirement, or by an electric power supplier
with a compliance plan under Rule R8-67(b) if the facility is owned by the electric
power supplier or under contract to the electric power supplier as of the effective
date of this rule. All relevant renewable energy facilities shall be registered prior
to the electric power supplier filing its REPS compliance report pursuant to
Rule R8-67(c). Contracts for power supplied by an agency of the federal
government are exempt from the requirement to register and file annually with
the Commission if the renewable energy certificates associated with the power
are bundled with the power purchased by the electric power supplier.

Q) The owner of each renewable energy facility that has not
previously done so, including a facility that is located outside of the State
of North Carolina, shall include in its registration statement the information
set forth in paragraphs (i) through (v) and paragraph (xi) of subsection
(b)(1) of Rule R8-64, a description of the technology used to produce
electricity, and the facility’s projected dependable capacity in megawatts
by generating unit. If the facility is not yet completed and in operation, the
owner shall also file the information prescribed in paragraph (ix) of
subsection (b)(1) of Rule R8-64.

(2) The owner of each renewable energy facility required to file
Form EIA-923 with the Energy Information Administration (EIA), United
States Department of Energy, shall include with its registration statement a
copy of Schedules 1, 5, 6 and 9 from its most recent Form EIA-923 and
shall file a copy of those Schedules with the Commission each year at the
same time the information is provided to the EIA. The owner of a
renewable energy facility that is not required to file Form EIA-923 with the
EIA shall nevertheless file the information required by Schedules 1, 5, 6
and 9 with its registration statement and by April 1st of each year
thereatter.

(3) The owner of each renewable energy facility shall certify in
its registration statement and annually thereafter that it is in substantial
compliance with all federal and state laws, regulations, and rules for the
protection of the environment and conservation of natural resources. If a
credible showing is made that the facility is not in substantial compliance
with all federal and state laws, regulations, and rules for the protection of
the environment and conservation of natural resources, the Commission
shall refer the matter to the appropriate environmental agency for review.
Registration shall not be revoked unless and until the appropriate
environmental agency concludes that the facility is out of compliance and
the Commission issues an order revoking the registration.

(4)  The owner of each renewable energy facility shall certify in
its registration statement and annually thereafter that the facility satisfies
the requirements of G.S. 62-133.8(a)(5) or (7) as a renewable energy
facility or new renewable energy facility, that the facility will be operated as
a renewable energy facility or new renewable energy facility, and, if the
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facility has been placed into service, the date when it was placed into
service.

(5) The owner of each renewable energy facility shall further
certify in its registration statement and annually thereafter that any
renewable energy certificates (whether or not bundled with electric power)
sold to an electric power supplier to comply with G.S. 62-133.8 have not,
and will not, be remarketed or otherwise resold for any other purpose,
including another renewable energy portfolio standard or voluntary
purchase of renewable energy certificates in North Carolina or any other
state or country, and that the electric power associated with the certificates
will not be offered or sold with any representation that the power is
bundled with renewable energy certificates. The owner shall also annually
report whether it sold any renewable energy certificates (whether or not
bundled with electric power) during the prior year and, if so, how many
and to whom.

(6) The owner of each renewable energy facility shall certify in
its registration statement and annually thereafter that it consents 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,
and agrees to provide the Public Staff and the Commission access to its
books and records, wherever they are located, and to the facility.

(7)  Each registration statement shall be signed and verified by
the owner of the renewable energy facility or by an individual duly
authorized to act on behalf of the owner for the purpose of the filing.

(8) Registration statements filed on behalf of a corporation are
not subject to the provision of Rule R1-5(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 required, the requirements of
G.S. 84-4 and G.S. 84-4.1 shall be applicable.

(9)  An original and 30 copies of the registration statement shall
be filed with the Chief Clerk of the Utilities Commission. No filing fee is
required to be submitted with the registration statement.

(©) Each re-seller of renewable energy certificates derived from a
renewable energy facility, including a facility that is located outside of the State of
North Carolina, shall ensure that the owner of the renewable energy facility
registers with the Commission prior to the sale of the certificates by the re-seller
to an electric power supplier to comply with G.S. 62-133.8(b), (c), (d), (e) and (f),
except that the filing requirements in subsection (b) of this Rule shall apply only
to information for the year(s) corresponding to the year(s) in which the certificates
to be sold were earned.

(d) Upon receipt of a registration statement, the Chief Clerk will assign
a new docket or sub-docket number to the filing. The Chief Clerk will deliver
16 copies of the registration statement to the Clearinghouse Coordinator of the
Office of Policy and Planning of the Department of Administration for distribution
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by the Coordinator to State agencies having an interest in the filing for
information only.

(e) No later than ten (10) business days after the registration statement
is filed with the Commission, the Public Staff shall, and any other interested
persons may, file with the Commission and serve upon the registrant a
recommendation regarding whether the registration statement is complete and
identifying any deficiencies. If the Commission determines that the registration
statement is not complete, the owner of the renewable energy facility will be
required to file the missing information. Upon receipt of all required information,
the Commission will promptly issue an order accepting the registration or setting
the matter for hearing.

() Any of the following actions may result in revocation of registration
by the Commission:

(2) falsification of or failure to disclose any required information
in the registration statement or annual filing;

(2)  failure to remain in substantial compliance with all federal
and state laws, regulations, and rules for the protection of the environment
and conservation of natural resources;

(3) remarketing or reselling any renewable energy certificate
(whether or not bundled with electric power) after it has been sold to an
electric power supplier or any other person for compliance with
G.S. 62-133.8 or for any other purpose, including another renewable
energy portfolio standard or voluntary purchase of renewable energy
certificates in North Carolina or any other state or country, or offering or
selling the electric power associated with the certificates with any
representation that the power is bundled with renewable energy
certificates; or

(4) failure to allow the Commission or the Public Staff access to
its books and records necessary to audit REPS compliance.

Rule R8-67 is added as follows:

Rule R8-67. Renewable Energy and Energy Efficiency Portfolio Standard
(REPS).
@) Definitions.
(1) The following terms shall be defined as provided in
G.S. 62-133.8: “Combined heat and power system”; “demand-side
management”; “electric power supplier’; “new renewable energy facility”;

“renewable energy certificate”; “renewable energy facility”; “renewable
energy resource”; and “incremental costs.”

(2)  “Avoided cost rates” mean an electric power supplier’'s most
recently approved or established avoided cost rates in North Carolina, as
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of the date the contract is executed, for purchases of electricity from
qualifying facilities pursuant to the provisions of Section 210 of the Public
Utility Regulatory Policies Act of 1978. If the Commission has approved an
avoided cost rate for the electric power supplier for the year when the
contract is executed, applicable to contracts of the same nature and
duration as the contract between the electric power supplier and the seller,
that rate shall be used as the avoided cost. Therefore, for example, for a
contract by an electric public utility with a term of 15 years, the avoided
cost rate applicable to such a contract would be the comparable,
Commission-approved, 15-year, long-term, levelized rate in effect at the
time the contract was executed. In all other cases, the avoided cost shall
be a good faith estimate of the electric power supplier’'s avoided cost,
levelized over the duration of the contract, determined as of the date the
contract is executed; provided, however, that development of such
estimates of avoided cost by an electric public utility shall include
consideration of the avoided cost rates then in effect as established by the
Commission. Determinations of avoided costs, including estimates
thereof, shall be subject to continuing Commission oversight and, if
necessary, modification should circumstances so require.

(3) “Energy efficiency measure” means an equipment, physical,
or program change that when implemented results in less use of energy to
perform the same function or provide the same level of service. “Energy
efficiency measure” does not include demand-side management. It
includes energy produced from a combined heat and power system that
uses nonrenewable resources to the extent the system:

(1 Uses waste heat to produce electricity or useful,
measurable thermal or mechanical energy at a retail electric
customer’s facility; and

(i) Results in less energy used to perform the same
function or provide the same level of service at a retail electric
customer’s facility.

(4)  “Year-end number of customer accounts” means the number
of accounts within each customer class as of December 31 for a given
calendar year and, unless approved otherwise by the Commission
pursuant to subsection (c)(4), determined in the same manner as that
information is reported to the Energy Information Administration (EIA),
United States Department of Energy, for annual electric sales and
revenues reporting.

(b) REPS compliance plan.

(1) Each year, beginning in 2008, each electric power supplier
shall file with the Commission the electric power supplier’'s plan for
complying with G.S. 62-133.8(b), (c), (d), (e) and (f). The plan shall cover
at least the current and immediately subsequent two calendar years. At a
minimum, the plan shall include the following information:
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) a specific description of the electric power supplier’s
planned actions to comply with G.S. 62-133.8(b), (c), (d), (e) and (f)
for each year,

(i) a list of executed contracts to purchase renewable
energy certificates (whether or not bundled with electric power),
including type of renewable energy resource, expected MWh, and
contract duration;

(i)  a list of planned or implemented energy efficiency
measures, including a brief description of the measure and
projected impacts;

(iv)  the projected North Carolina retail sales and year-end
number of customer accounts by customer class for each year,

(v)  the current and projected avoided cost rates for each
year,;

(vi) the projected total and incremental costs anticipated
to implement the compliance plan for each year;

(vi) a comparison of projected costs to the annual cost
caps for each year,

(viii) for electric public utilities, an estimate of the amount
of the REPS rider and the impact on the cost of fuel and fuel-
related costs rider necessary to fully recover the projected costs;
and

(ix)  the electric power supplier’s registration information
and certified statements required by Rule R8-66, to the extent they
have not already been filed with the Commission.

(2) Each electric power supplier shall file its REPS compliance
plan with the Commission on or before September 1 of each year.

(3)  Any electric power supplier subject to Rule R8-60 shall file its
REPS compliance plan as part of its integrated resource plan filing, and
the REPS compliance plan will be reviewed and approved pursuant to
Rule R8-60. Approval of the REPS compliance plan as part of the
integrated resource plan shall not constitute an approval of the recovery of
costs associated with REPS compliance or a determination that the
electric power supplier has complied with G.S. 62 133.8(b), (c), (d), (e),
and (f).

(4)  An REPS compliance plan filed by an electric power supplier
not subject to Rule R8-60 shall be for information only.

(c) REPS compliance report.

(2) Each year, beginning in 2009, each electric power supplier
shall file with the Commission a report describing the electric power
supplier’s compliance with the requirements of G.S. 62-133.8(b), (c), (d),
(e) and (f) during the previous calendar year. The report shall include all of
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the following information, including supporting documentation and direct
testimony and exhibits of expert witnesses:

0] the sources, amounts, and costs of renewable energy
certificates, by source, used to comply with G.S. 62-133.8(b), (c),
(d), (e) and (f). Renewable energy certificates for energy efficiency
may be based on estimates of reduced energy consumption
through the implementation of energy efficiency measures, to the
extent approved by the Commission;

(i) the actual North Carolina retail sales and year-end
number of customer accounts by customer class;

(i)  the current avoided cost rates and the avoided cost
rates applicable to energy received pursuant to long-term power
purchase agreements;

(iv)  the actual total and incremental costs incurred to
comply with G.S. 62-133.8(b), (c), (d), (e) and (f);

(v) a comparison of actual compliance costs to the
annual cost caps;

(vi) the status of compliance with the requirements of
G.S. 62-133.8(b), (c), (d), (e) and (f);

(vii)  the identification of any renewable energy certificates
to be carried forward pursuant to G.S. 62-133.8(b)(2)f or (c)(2)f;

(vi) For each renewable energy facility providing
renewable energy certificates used by the electric power supplier to
comply with G.S. 62-133.8(b), (c), (d), (e) and (f): the name,
address, and owner of the renewable energy facility; and an
affidavit from the owner of the renewable energy facility certifying
that the energy associated with the renewable energy certificates
was derived from a renewable energy resource, identifying the
renewable technology used, and listing the dates and amounts of
all payments received from the electric power supplier and all meter
readings; and

(ix)  for electric membership corporations and municipal
electric suppliers, reduced energy consumption achieved after
January 1, 2008, through the implementation of a demand-side
management program.

(2) Each electric public utility shall file its annual REPS
compliance report no later than 30 days prior to the time that it files the
information required by Rule R8-55. The Commission shall consider each
electric public utility’'s REPS compliance report at the hearing provided for
in subsection (e) of this rule and shall determine whether the electric
public utility has complied with G.S. 62-133.8(b), (d), (e) and (f). Public
notice and deadlines for intervention and filing of additional direct and
rebuttal testimony and exhibits shall be as provided for in subsection (e) of
this rule.
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(3) Each electric membership corporation and municipal electric
supplier shall file an REPS compliance report on or before September 1 of
each year. The Commission shall issue an order scheduling a hearing to
consider the REPS compliance report filed by each electric membership
corporation or municipal electric supplier, requiring public notice, and
establishing deadlines for intervention and the filing of additional direct
and rebuttal testimony and exhibits.

4) In each electric power supplier’s initial REPS compliance
report, the electric power supplier shall propose a methodology for
determining its cap on incremental costs incurred to comply with
G.S. 62-133.8(b), (c), (d), (e) and (f) and fund research as provided in
G.S. 62-133.8(h)(1), including a determination of year-end number of
customer accounts. The proposed methodology may be specific to each
electric power supplier, shall be based upon a fair and reasonable
allocation of costs, and shall be consistent with G.S. 62-133.8(h). The
electric power supplier may propose a different methodology that meets
the above requirements in a subsequent REPS compliance report filing.
For electric public utilities, this methodology shall also be used for
assessing the per-account charges pursuant to G.S. 62-133.8(h)(5).

(5) In any year, an electric power supplier or other interested
party may petition the Commission to modify or delay the provisions of
G.S. 62-133.8(b), (c), (d), (e) and (f), in whole or in part. The Commission
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.
Retroactive modification or delay of the provisions of G.S. 62-133.8(b), (c),
(d), (e) or (f) shall not be permitted. The Commission shall allow a
modification or delay only with respect to the electric power supplier or
group of electric power suppliers for which a need for a modification or
delay has been demonstrated.

(d) Renewable energy certificates.

(1) Renewable energy certificates (whether or not bundled with
electric power) claimed by an electric power supplier to comply with
G.S. 62-133.8(b), (c), (d), (e) and (f) must have been earned after
January 1, 2008; must have been purchased by the electric power
supplier within three years of the date they were earned; shall be retired
when used for compliance; and shall not be used for any other purpose. A
renewable energy certificate may be wused to comply with
G.S. 62-133.8(b), (c), (d), (e) and (f) in the year in which it is acquired or
obtained by an electric power supplier or in any subsequent year;
provided, however, that an electric public utility must use a renewable
energy certificate to comply with G.S. 62-133.8(b), (d), (e) and (f) within
seven years of cost recovery pursuant to subsection (e)(10) of this Rule.
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(2) For any facility that uses both renewable energy resources
and nonrenewable energy resources to produce energy, the facility shall
earn renewable energy certificates based only upon the energy derived
from renewable energy resources in proportion to the relative energy
content of the fuels used.

3) Renewable energy certificates earned by a renewable
energy facility after the date the facility’s registration is revoked by the
Commission shall not be used to comply with G.S. 62-133.8(b), (c), (d), (e)
and (f).

(e) Cost recovery.

(2) For each electric public utilityy, the Commission shall
schedule an annual public hearing pursuant to G.S. 62-133.8(h) to review
the costs incurred by the electric public utility to comply with
G.S. 62-133.8(b), (d), (e) and (f). The annual rider hearing for each electric
public utility will be scheduled as soon as practicable after the hearing
held by the Commission for the electric public utility under Rule R8-55.

(2) The Commission shall permit each electric public utility to
charge an increment or decrement as a rider to its rates to recover in a
timely manner the reasonable incremental costs prudently incurred to
comply with G.S. 62-133.8(b), (d), (e) and (f). 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.

3) 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.

(4) Rates set pursuant to this section shall be recovered during
a fixed cost recovery 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.

(5)  The incremental costs will be further modified through the
use of an REPS experience modification factor (REPS EMF) rider. 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. Upon
request of the electric public utility, the Commission shall also incorporate
in this determination the experienced over-recovery or under-recovery of
the incremental costs up to thirty (30) days prior to the date of the hearing,
provided that the reasonableness and prudence of these costs shall be
subject to review in the utility’s next annual REPS cost recovery hearing.

(6) The REPS EMF rider will remain in effect for a fixed
12-month period following establishment and will carry through as a rider
to rates established in any intervening general rate case proceedings.
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(7 Pursuant to G.S.62-130(e), any over-collection of
reasonable and prudently incurred incremental costs to be refunded to a
utility’s customers through operation of the REPS EMF rider shall include
an amount of interest, at such rate as the Commission determines to be
just and reasonable, not to exceed the maximum statutory rate.

(8) Each electric public utility shall follow deferred accounting
with respect to the difference between actual reasonable and prudently-
incurred incremental costs and related revenues realized under rates in
effect.

(9)  The incremental costs to be recovered by an electric public
utility in any calendar year from its North Carolina retail customers to
comply with G.S. 62-133.8(b), (d), (e) and (f) shall not exceed the per-
account charges set forth in G.S. 62-133.8(h)(4) applied to the electric
public utility’s year-end number of customer accounts determined as of
December 31 of the previous calendar year. These annual charges may
be collected through fixed monthly charges, energy-based amounts per
kilowatt-hour, or by a combination of both. Each electric public utility shall
ensure that the incremental costs recovered under the REPS rider and
REPS EMF rider during the cost recovery period from any given customer
account do not exceed the applicable per-account charges set forth in
G.S. 62-133.8(h)(4).

(10) Incurred costs may be recovered by an electric public utility
in any year after a renewable energy certificate is acquired or obtained
until the renewable energy certificate is used to comply with
G.S. 62-133.8(b), (d), (e) and (f) as long as the electric public utility’s total
annual incremental costs incurred in that year do not exceed the per-
account annual charges provided in G.S. 62-133.8(h)(4). Incremental costs
that exceed the per-account annual charges provided in
G.S. 62-133.8(h)(4) in the year in which a renewable energy certificate is
used to comply with G.S. 62-133.8(b), (d), (e) and (f) may not be
recovered. A renewable energy certificate must be used for compliance
and retired within seven years of the year in which the electric public utility
recovers the related costs from customers. An electric public utility shall
refund to customers with interest the costs for renewable energy
certificates that are not used for compliance within seven years.

(11) Each electric public utility, at a minimum, shall submit to the
Commission for purposes of investigation and hearing the information
required for the REPS compliance report for the 12-month test period
established in subsection (3) normalized, as appropriate, consistent with
Rule R8-55, accompanied by supporting workpapers and direct testimony
and exhibits of expert withesses, and any change in rates proposed by the
electric public utility at the same time that it files the information required
by Rule R8-55.

(12) The electric public utility shall publish a notice of the annual
hearing for two (2) successive weeks in a newspaper or newspapers
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having general circulation in its service area, normally beginning at least
30 days prior to the hearing, notifying the public of the hearing before the
Commission pursuant to G.S. 62-133.8(h) and setting forth the time and
place of the hearing.

(13) Persons having an interest in said hearing may file a petition
to intervene setting forth such interest at least 15 days prior to the date of
the hearing. Petitions to intervene filed less than 15 days prior to the date
of the hearing may be allowed in the discretion of the Commission for
good cause shown.

(14) The Public Staff and other intervenors shall file direct
testimony and exhibits of expert witnesses at least 15 days prior to the
hearing date. If a petition to intervene is filed less than 15 days prior to the
hearing date, it shall be accompanied by any direct testimony and exhibits
of expert witnesses the intervenor intends to offer at the hearing.

(15) The electric public utility may file rebuttal testimony and
exhibits of expert witnesses no later than 5 days prior to the hearing date.

(16) The burden of proof as to whether the costs were
reasonable and prudently incurred shall be on the electric public utility.

) Contracts with owners of renewable energy facilities.

(1) The terms of any contract entered into between an electric
power supplier and a new solar electric facility or new metered solar
thermal energy facility shall be of sufficient length to stimulate
development of solar energy.

(2) Each electric power supplier shall include appropriate
language in all agreements for the purchase of renewable energy
certificates (whether or not bundled with electric power) prohibiting the
seller from remarketing the renewable energy certificates being purchased
by the electric power supplier.

(9) Metering of renewable energy facilities.

(1) Except as provided below, for the purpose of receiving
renewable energy certificates, the electric power generated by a
renewable energy facility shall be measured by an electric meter supplied
by and read by an electric power supplier.

(2) The electric power generated by an inverter-based solar
photovoltaic (PV) system with a nameplate capacity of 10 kW or less may
be estimated using generally accepted analytical tools.

(3)  The electric power generated by a renewable energy facility
with a nameplate capacity of 1 MW or less interconnected behind the
utility meter at a customer’s location may be measured accurately by an
ANSI-certified electric meter not provided by an electric power supplier.
The data provided by this meter may be read and self-reported by the
owner of the renewable energy facility. The owner of the meter shall
comply with the meter testing requirements of Rule R8-13.
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(4) Thermal energy produced by a combined heat and power
system or solar thermal energy facility shall be the thermal energy
recovered and used for useful purposes other than electric power
production. The useful thermal energy may be measured by meter, or if
that is not practicable, by other industry-accepted means that show what
measurable amount of useful thermal energy the system or facility is
designed and operated to produce and use. Renewable energy
certificates shall be earned based on one megawatt-hour for every
3,412,000 British thermal units of useful thermal energy produced.

(5) Except in those cases where the electric meter is supplied
by and read by an electric power supplier, electric generation or thermal
energy production data is subject to audit by the Commission, the Public
Staff, or an electric power supplier.

Rule R8-68 is added as follows:

Rule R8-68. Incentive programs for electric public utilities and electric
membership corporations, including energy efficiency and demand-side
management programs.

(@) Purpose. — The purpose of this rule is to establish guidelines for
the application of G.S. 62-140(c) and G.S. 62-133.9 to electric public utilities and
electric membership corporations that are consistent with the directives of those
statutes and consistent with the public policy of this State as set forth in
G.S. 62-2.

(b) Definitions.
(2) Unless listed below, the definitions of all terms used in this

rule shall be as set forth in Rule R8-67(a), or if not defined therein, then as
set forth in G.S. 62-3, G.S. 62-133.8(a) and G.S. 62-133.9(a).

(2) “Consideration” means anything of economic value paid,
given or offered to any person by an electric public utility (regardless of the
source of the “consideration”) including, but not limited to: payments to
manufacturers, builders, equipment dealers, contractors including HVAC
contractors, electricians, plumbers, engineers, architects, and/or
homeowners or owners of multiple housing units or commercial
establishments; cash rebates or discounts on equipment/appliance sales,
leases, or service installation; equipment/ appliances sold below fair
market value or below their cost to the electric utility; low interest loans,
defined as loans at an interest rate lower than that available to the person
to whom the proceeds of the loan are made available; studies on energy
usage; model homes; and payment of trade show or advertising costs.
Excepted from the definition of “consideration” are favors and promotional
activities that are de minimis and nominal in value and that are not
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directed at influencing fuel choice decisions for specific applications or
locations.

(3) “Costs” include, but are not limited to, all capital costs
(including cost of capital and depreciation expenses), administrative costs,
implementation costs, participation incentives, and operating costs.
“Costs” does not include utility incentives.

4) “Electric public utility” means a person, whether organized
under the laws of this State or under the laws of any other state or country,
now or hereafter owning or operating in this State equipment or facilities
for producing, transporting, distributing, or furnishing electric service to or
for the public for consumption. For purposes of this rule, “electric public
utility” does not include electric membership corporations.

(5)  “Net lost revenues” means the revenue losses, net of
marginal costs avoided at the time of the lost kilowatt-hour sale(s), or in
the case of purchased power, in the applicable billing period, incurred by
the electric public utility as the result of a new demand-side management
or energy efficiency measure. Net lost revenues shall also be net of any
increases in revenues resulting from any activity by the electric public
utility that causes a customer to increase demand or energy consumption,
whether or not that activity has been approved pursuant to this
Rule R8-68.

(6) “New demand-side management or energy efficiency
measure” means a demand-side management or energy efficiency
measure that is adopted and implemented on or after January 1, 2007,
including subsequent changes and modifications to any such measure.
Cost recovery for “new demand-side management measures” and “new
energy efficiency measures” is subject to G.S. 62-133.9.

(7)  “Participation incentive” means any consideration associated
with a new demand-side management or energy efficiency measure.

(8) “Program” or “measure” means any electric public utility
action or planned action that involves the offering of consideration.

(9)  “Utility incentives” means incentives as described in
G.S. 62-133.9(d)(2)a-c.
(c) Filing for Approval.

(1)  Application of Rule.

(1) Prior to an electric public utility or electric membership
corporation implementing any measure or program, the purpose or
effect of which is to directly or indirectly alter or influence the
decision to use the electric public utility’s or electric membership
corporation’s service for a particular end use or to directly or
indirectly encourage the installation of equipment that uses the
electric public utility’s or electric membership corporation’s service,
or any new or modified demand-side management or energy
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efficiency measure, the electric public utility or the electric
membership corporation shall obtain Commission approval,
regardless of whether the measure or program is offered at the
expense of the shareholders, ratepayers, or third-party.

(i) This requirement shall also apply to measures and
programs that are administered, promoted, or funded by the electric
public utility’s or electric membership corporation’s subsidiaries,
affiliates, or unregulated divisions or businesses if the electric public
utility or electric membership corporation has control over the entity
offering or is involved in the measure or program and an intent or
effect of the measure or program is to adopt, secure, or increase
the use of the electric public utility’s public utility services.

(i)  Any application for approval by an electric public utility
or electric membership corporation of a measure or program under
this rule shall be made in a unique sub-docket of the electric public
utility’s or electric membership corporation’s docket number.

(2) Filing Requirements. — Each application for the approval
shall include:

0] Cover Page. — The electric public utility or electric
membership corporation shall attach to the front of an application a
cover sheet generally describing (a) the measure or program,
(b) the consideration to be offered, (c) the anticipated total cost of
the measure or program, (d) the source and amount of funding
proposed to be used, (e) the proposed classes of persons to whom
it will be offered, and (f) the duration of the proposed measure or
program.

(i) Description. — The electric public utility or electric
membership corporation shall describe each measure or program,
including its duration, purpose, estimated number of participants,
and the impact of each measure or program is expected to have on
the electric public utility or electric membership corporation, its
customer body as a whole, and its participating North Carolina
customers.

(i)  Costs and Benefits. — The electric public utility or
electric membership corporation shall provide the following
information on the costs and benefits of each proposed measure or
program: (a) the estimated total and per unit cost and benefit of the
measure or program to the electric public utility or electric
membership corporation, reported by type of benefit and
expenditure (e.g., capital cost expenditures; administrative costs;
operating costs; participation incentives, such as rebates and direct
payments; and advertising) and the planned accounting treatment
for those costs and benefits; (b) the type, amount, and reason for
any participation incentives and other consideration and to whom
they will be offered, including schedules listing participation
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incentives and other consideration to be offered; and (c) service
limitations or conditions planned to be imposed on customers who
do not participate in the measure.

(iv)  Cost-Effectiveness Evaluation. — The electric public
utility or electric membership corporation shall provide the
economic justification for each proposed measure or program,
including the results of all cost-effectiveness tests. Cost-
effectiveness evaluations performed by the electric public utility or
electric membership corporation should be based on direct or
guantifiable costs and benefits and should include, at a minimum,
an analysis of the Total Resource Cost Test, the Participant Test,
the Utility Cost Test, and the Ratepayer Impact Measure Test.

(v) Communications. — The electric public utility or
electric membership corporation shall provide detailed cost
information on the amount it anticipates will be spent on
communications materials related to each proposed measure or
program. Such costs shall be included in the Commission’s
consideration of the total cost of the measure or program and
whether the total cost of the measure or program is reasonable in
light of the benefits. To the extent available, the electric public utility
or electric membership corporation shall include examples of all
communication materials to be used in conjunction with the
measure or program.

(vij  Commission  Guidelines  Regarding Incentive
Programs. — The electric public utility or electric membership
corporation shall provide the information necessary to comply with
the Commission’s Revised Guidelines for Resolution of Issues
Regarding Incentive Programs, issued by Commission Order on
March 27, 1996, in Docket No. M-100, Sub 124, set out as an
Appendix to Chapter 8 of these rules.

(vii) Integrated Resource Plan. — When seeking approval
of a new demand-side management or new energy efficiency
measure, the electric public utility or electric membership
corporation shall explain in detail how the measure is consistent
with the electric public utility’s or electric membership corporation’s
integrated resource plan filings pursuant to Rule R8-60.

(viii) Other. — Any other information the electric public
utility or electric membership corporation believes relevant to the
application, including information on competition known by the
electric public utility or the electric membership corporation.

3) Additional Filing Requirements. — In addition to the
information listed in subsection (c)(2), an electric public utility filing for
approval of a new or modified demand-side management or energy
efficiency measure shall provide the following:

0] Description. — The electric public utility shall describe:
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a. the measure’s objective;

b. total market potential;

C. the proposed marketing plan;

d. the targeted sector;

e. estimated market growth throughout the life of
the measure;

f. estimated summer and winter peak demand
reduction by unit metric and in the aggregate by year;

g. estimated energy reduction per appropriate
unit metric and in the aggregate by year;

h. estimated lost energy sales per appropriate

unit metric and in the aggregate by year;
I. estimated load shape impacts;

J- a description of market barriers to the
proposed measure or program and how the electric public
utility intends to address them;

k. a description of how the measure’s impacts will
be evaluated, measured, and verified; and

l. a description of the methodology used to
produce the impact estimates, as well as, if appropriate,
methodologies considered and rejected in the interim leading
to the final model specification.

(i) Costs and Benefits. — The electric public utility shall
describe:

a. any costs incurred or expected to be incurred
in adopting and implementing a measure or program to be
considered for recovery through the annual rider under
G.S. 62-133.9;

b. estimated total costs to be avoided by the
measure by appropriate capacity, energy and measure unit
metric and in the aggregate by year;

C. estimated participation incentives by
appropriate capacity, energy, and measure unit metric and in
the aggregate by year,;

d. how the electric public utility proposes to
allocate the costs and benefits of the measure among the
customer classes and jurisdictions it serves; and

e. the capitalization period to allow the utility to
recover all costs or those portions of the costs associated
with a new program or measure to the extent that those
costs are intended to produce future benefits as provided in
G.S. 62-133.9(d)(2).
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The electric public utility shall also include the estimated and known
costs of measurement and verification activities pursuant to the
Measurement and Verification Reporting Plan described in
paragraph (iii).

(i)  Measurement and Verification Reporting Plan for New
Demand-Side Management and Energy Efficiency Measures. —
The electric public utility shall describe the industry-accepted
methods to be used to measure, verify, and validate the energy and
peak demand savings estimated in paragraph (i) above and shall
provide a schedule for reporting the savings to the Commission.
The electric public utility shall be responsible for the measurement
and verification of energy and peak demand savings and may use
the services of an independent third party for such purposes. If the
electric public utility plans to utilize an independent third party for
purposes of measurement and verification, an identification of the
third party and all of the costs of that third party should be included.
The costs of implementing the measurement and verification
process may be considered as operating costs.

(iv)  Cost recovery mechanism. — The electric public utility
shall describe the proposed method of cost recovery from its
customers.

(v)  Tariffs or rates. — The electric public utility shall
provide proposed tariffs or modifications to existing tariffs that will
be required to implement each measure or program.

(vi)  Utility Incentives. — When seeking approval of new
demand-side management and energy efficiency measures, the
electric public utility shall indicate whether it will seek to recover any
utility incentives, including, if appropriate, net lost revenues, in
addition to its costs. If the electric public utility proposes recovery of
utility incentives related to the proposed new demand-side
management or energy efficiency measure, it shall describe the
utility incentives it desires to recover and describe how its
measurement and verification reporting plan will demonstrate the
results achieved by the proposed measure. If the electric public
utility proposes recovery of net lost revenues, it shall describe
estimated net lost revenues by appropriate capacity, energy and
measure unit metric and in the aggregate by year.

Procedure.
(1) Service and Response. — The electric public utility or

electric membership corporation filing for approval of a measure or
program shall serve a copy of its filing on the Public Staff; the Attorney
General; the natural gas utilities, electric public utilities, and electric
membership corporations operating in the filing electric public utility’s or
electric membership corporation’s certified territory; and any other party
that has notified the electric public utility or electric membership
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corporation in writing that it wishes to be served with copies of all filings. If
a party consents, the electric public utility or electric membership
corporation may serve it with electronic copies of all filings. Those served,
and others learning of the application, shall have thirty (30) days from the
date of the filing in which to petition for intervention pursuant to
Rule R1-19 or file a protest pursuant to Rule R1-6. The filing electric public
utility or electric membership corporation shall have the opportunity to
respond to the petitions or protests within ten (10) days of their filing. If
any party raises an issue of material fact, the Commission shall set the
matter for hearing. The Commission may determine the scope of this
hearing.

(2) Notice and Schedule. — If the application is set for hearing,
the Commission shall require notice, as it considers appropriate, and shall
establish a procedural schedule for prefiled testimony and rebuttal
testimony after a discovery period of at least 45 days. Where possible, the
hearing shall be held within ninety (90) days from the application filing
date.

(e) Scope of Review. — In determining whether to approve in whole or
in part a new measure or program or changes to an existing measure or
program, the Commission may consider any information it determines to be
relevant, including any of the following issues:

(1)  Whether the proposed measure or program is in the public
interest and benefits the electric public utility’s or electric membership
corporation’s overall customer body;

(2)  Whether the proposed measure or program unreasonably
discriminates among persons receiving or applying for the same kind and
degree of service;

3) Evidence of consideration or compensation paid by any
competitor, regulated or unregulated, of the electric public utility or electric
membership corporation to secure the installation or adoption of the use of
such competitor’s services;

(4)  Whether the proposed measure or program promotes unfair
or destructive competition or is inconsistent with the public policy of this
State as set forth in G.S. 62-2 and G.S. 62-140; and

(5) The impact of the proposed measure or program on peak
loads and load factors of the filing electric public utility or electric
membership corporation, and whether it encourages energy efficiency.

)] Cost Recovery for New Measures. — Except for those costs found
by the Commission to be unreasonable or imprudently incurred, the costs of new
demand-side management or energy efficiency measures approved by
application of this rule shall be recovered through the annual rider described in
G.S. 62-133.9 and Rule R8-69. The Commission may also consider in the annual
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rider proceeding whether to approve any utility incentive pursuant to
G.S. 62-133.9(d)(2)a-c.

Rule R8-69 is added as follows:

Rule R8-69. Cost recovery for demand-side management and energy efficiency
measures of electric public utilities.

€) Definitions.

(2) Unless listed below, the definitions of all terms used in this
rule shall be as set forth in Rules R8-67 and R8-68, or if not defined
therein, then as set forth in G.S. 62-133.8(a) and G.S. 62-133.9(a).

(2) “DSMI/EE rider” means a charge or rate established by the
Commission annually pursuant to 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.

(3) “Large commercial customer” means any commercial
customer that has an annual energy usage of not less than
1,000,000 kilowatt-hours (kWh), measured in the same manner as the
electric public utility that serves the commercial customer measures
energy for billing purposes.

(4) “Rate period” means the period during which the DSM/EE
rider established under this rule will be in effect. For each electric public
utility, this period will be the same as the period during which the rider
established under Rule R8-55 is in effect.

(5)  “Test period” shall be the same for each public utility as its
test period for purposes of Rule R8-55, unless otherwise ordered by the
Commission.

(b) Recovery of Costs.

(2) Each year the Commission shall conduct a proceeding for
each electric public utility to establish an annual DSM/EE rider. The
DSM/EE rider shall consist of a reasonable and appropriate estimate of
the expenses expected to be incurred by the electric public utility, during
the rate period, for the purpose of adopting and implementing new
demand-side management and energy efficiency measures previously
approved pursuant to Rule R8-68. The expenses will be further modified
through the use of a DSM/EE experience modification factor (DSM/EE
EMF) rider. The DSM/EE EMF rider will reflect the difference between the
reasonable expenses prudently incurred by the electric public utility during
the test period for that purpose and the revenues that were actually
realized during the test period under the DSM/EE rider then in effect.
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Those expenses approved for recovery shall be allocated to the North
Carolina retail jurisdiction consistent with the system benefits provided by
the new demand-side management and energy efficiency measures and
shall be assigned to customer classes in accordance with
G.S. 62-133.9(e) and (f).

(2) Upon the request of the electric public utility, the Commission
shall also incorporate the experienced over-recovery or under-recovery of
costs up to thirty (30) days prior to the date of the hearing in its
determination of the DSM/EE EMF rider, provided that the reasonableness
and prudence of these costs shall be subject to review in the utility’s next
annual DSM/EE rider hearing.

3) Pursuant to G.S.62-130(e), any over-collection of
reasonable and prudently incurred costs to be refunded to an electric
public utility’s customers through operation of the DSM/EE EMF rider shall
include an amount of interest, at such rate as the Commission determines
to be just and reasonable, not to exceed the maximum statutory rate.

(4)  The burden of proof as to whether the costs were reasonably
and prudently incurred shall be on the electric public utility.

(5)  Any costs incurred for adopting and implementing measures
that do not constitute new demand-side management or energy efficiency
measures are ineligible for recovery through the annual rider established
in G.S. 62-133.9.

(6) Except as provided in (c)(3) of this rule, each electric public
utility may implement deferral accounting for costs considered for recovery
through the annual rider. At the time the Commission approves a new
demand-side management or energy efficiency measure under
Rule R8-68, the electric public utility may defer costs of adopting and
implementing the new measure in accordance with the Commission’s
approval order under Rule R8-68. Subject to the Commission’s review, the
electric public utility may begin deferring the costs of adopting and
implementing new demand-side management or energy efficiency
measures six (6) months prior to the filing of its application for approval
under Rule R8-68, except that the Commission may consider earlier
deferral of development costs in exceptional cases, where such deferral is
necessary to develop an energy efficiency measure. Deferral accounting,
however, for any administrative costs, general costs, or other costs not
directly related to a new demand-side management or energy efficiency
measure must be approved prior to deferral. The balance in the deferral
account, net of deferred income taxes, may accrue a return at the net-of-
tax rate of return approved in the electric public utility’'s most recent
general rate proceeding. The return so calculated will be adjusted in any
rider calculation to reflect necessary recoveries of income taxes. This
return is not subject to compounding. However, deferral accounting of
costs shall not affect the Commission’s authority under this rule to
determine whether the deferred costs may be recovered.



Appendix A
Page 45 of 51

(7) In approving the first annual rider pursuant to G.S. 62-133.9
for Duke Energy Carolinas, LLC, the Commission shall consider the
treatment it approved in Docket No. E-7, Sub 828, of the revenues and
costs related to Duke Energy Carolinas’ existing demand-side
management and energy efficiency measures or programs.

(c) Utility Incentives.

(1)  With respect to a new demand-side management or energy
efficiency measure previously approved under Rule R8-68, the electric
public utility may, in its annual filing, apply for recovery of any utility
incentives, including, if appropriate, net lost revenues, identified in its
application for approval of the measure. The Commission shall determine
the appropriate ratemaking treatment for any such utility incentives.

(2)  When requesting inclusion of a utility incentive in the annual
rider, the electric public utility bears the burden of proving its calculations
of those utility incentives and the justification for including them in the
annual rider, either through its measurement and verification reporting
plan or through other relevant evidence.

(3)  An electric public utility shall not be permitted to implement
deferral accounting or the accrual of a return for utility incentives unless
the Commission approves an annual rider that provides for recovery of an
integrated amount of costs and utility incentives. In that instance, the
Commission shall determine the extent to which deferral accounting and
the accrual of a return will be allowed.

(d) Special Provisions for Industrial or Large Commercial Customers.

(2) Pursuant to G.S. 62-133.9(f), any industrial customer or large
commercial customer may notify its electric power supplier that it has
implemented or, in accordance with stated, quantifiable goals, will
implement alternative demand-side management or energy efficiency
measures. Any such customer may elect not to participate in new demand-
side management and energy efficiency measures under G.S. 62-133.9(f).
Any customer that elects this option and notifies its electric public utility
will, after the date of notification, be exempt from any annual rider
established pursuant to this rule.

(2) At the time the electric public utility petitions for the annual
rider, it shall provide the Commission with a list of those industrial or large
commercial customers that have opted out of participation in the new
demand-side management or energy efficiency measures.

(3) Any customer that opts out but subsequently elects to
participate in a new demand-side management or energy efficiency
measure or program loses the right to be exempt from payment of the
rider for five years or the life of the measure or program, whichever is
longer. For the purposes of this subsection, “life of the measure or
program” means the capitalization period approved by the Commission to
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allow the utility to recover all costs or those portions of the costs
associated with a program or measure to the extent that those costs are
intended to produce future benefits as provided in G.S. 62-133.9(d)(1).
Within 30 days of the customer’s election, the electric public utility shall
notify the Commission of an industrial or large commercial customer that
elects to participate in a new measure after having initially notified the
electric public utility that it declined to participate.

(e)  Annual Proceeding.

(2) For each electric public utility, the Commission shall
schedule an annual rider hearing pursuant to G.S. 62-133.9(d) to review
the costs incurred by the electric public utility in the adoption and
implementation of new demand-side management and energy efficiency
measures during the test period, the revenues realized during the test
period through the operation of the annual rider, and the costs expected to
be incurred during the rate period and shall establish annual DSM/EE and
DSM/EE EMF riders to allow the electric public utility to recover all costs
found by the Commission to be recoverable. The Commission may also
approve, if appropriate, the recovery of utility incentives, including net lost
revenues, pursuant to G.S. 62-133.9(d)(2) in the rider.

(2)  The annual rider hearing for each electric public utility will be
scheduled as soon as practicable after the hearing held by the
Commission for the electric public utility under Rule R8-55. Each electric
public utility shall file its application for recovery of costs and appropriate
utility incentives at the same time that it files the information required by
Rule R8-55.

3) The DSM/EE EMF rider will remain in effect for a fixed
12-month period following establishment and will continue as a rider to
rates established in any intervening general rate case proceeding.

() Filing Requirements and Procedure.

(1) Each electric public utility shall submit to the Commission all
of the following information and data in its application:
(1 Projected North Carolina retail monthly kwh sales for
the rate period.
(i) For each measure for which cost recovery is
requested through the DSM/EE rider:

a. total expenses expected to be incurred during
the rate period in the aggregate and broken down by type of
expenditure, per appropriate capacity, energy and measure
unit metric and the proposed jurisdictional allocation factors;

b. total costs that the utility does not expect to
incur during the rate period as a direct result of the measure
in the aggregate and broken down by type of cost, per
appropriate capacity, energy and measure unit metric, and
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the proposed jurisdictional allocation factors, as well as any
changes in the estimated future amounts since last filed with
the Commission;

C. a description of the measurement and
verification activities to be conducted during the rate period,
including their estimated costs;

d. total expected summer and winter peak
demand reduction per appropriate capacity, energy, and
measure unit metric and in the aggregate; and

e. total expected energy reduction in the
aggregate and per appropriate capacity, energy and
measure unit metric.

(i)  For each measure for which cost recovery is
requested through the DSM/EE EMF rider:

a. total expenses for the test period in the
aggregate and broken down by type of expenditure, per
appropriate capacity, energy and measure unit metric and
the proposed jurisdictional allocation factors;

b. total costs that the utility did not incur for the
test period as a direct result of the measure in the aggregate
and broken down by type of cost, per appropriate capacity,
energy and measure unit metric, and the proposed
jurisdictional allocation factors, as well as any changes in the
estimated future amounts since last filed with the
Commission;

C. a description of, the results of, and the costs of
all measurement and verification activities conducted in the
test period,;

d. total summer and winter peak demand
reduction per appropriate capacity, energy, and measure unit
metric and in the aggregate, as well as any changes in
estimated future amounts;

e. total energy reduction in the aggregate and per
appropriate capacity, energy and measure unit metric, as
well as any changes in the estimated future amounts since
last filed with the Commission;

f. a discussion of the findings and the results of
the program or measure;
g. evaluations of event-based programs including

the date, weather conditions, event trigger, number of
customers notified and number of customers enrolled; and

h. a comparison of impact estimates presented in
the measure application from the previous year, those used
in reporting for previous measure years, and an explanation



Appendix A
Page 48 of 51

of significant differences in the impacts reported and those
previously found or used.

(iv) For each measure for which recovery of utility
incentives is requested, a detailed explanation of the method
proposed for calculating those utility incentives, the actual
calculation of the proposed utility incentives, and the proposed
method of providing for their recovery and true-up through the
annual rider. If recovery of net lost revenues is requested, the total
net lost kWh sales and net lost revenues per appropriate capacity,
energy, and program unit metric and in the aggregate for the test
period, and the proposed jurisdictional allocation factors, as well as
any changes in estimated future amounts since last filed with the
Commission.

(v) Actual revenues produced by the DSM/EE rider and
the DSM/EE EMF rider established by the Commission during the
test period and for all available months immediately preceding the
rate period.

(vi)  The requested DSM/EE rider and DSM/EE EMF rider
and the basis for their determination.

(vii)  Projected North Carolina retail monthly kwWh sales for
the rate period for all industrial and large commercial accounts, in
the aggregate, that are not assessed the rider charges as provided
in this rule.

(viii)  All workpapers supporting the calculations and
adjustments described above.

(2) Each electric public utility shall file the information required
under this rule, accompanied by workpapers and direct testimony and
exhibits of expert witnesses supporting the information filed in this
proceeding, and any change in rates proposed by the electric utility, by the
date specified in subdivision (e)(2) of this rule. An electric public utility may
request a rider lower than that to which its filed information suggests that it
is entitled.

(3)  The electric public utility shall publish a notice of the annual
hearing for two (2) successive weeks in a newspaper or newspapers
having general circulation in its service area, normally beginning at least
thirty (30) days prior to the hearing, notifying the public of the hearing
before the Commission pursuant to G.S. 62-133.9(d) and setting forth the
time and the place of the hearing.

(4) Persons having an interest in any hearing may file a petition
to intervene at least 15 days prior to the date of the hearing. Petitions to
intervene filed less than 15 days prior to the date of the hearing may be
allowed in the discretion of the Commission for good cause shown.

(5) The Public Staff and other intervenors shall file direct
testimony and exhibits of expert witnesses at least 15 days prior to the
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hearing date. If a petition to intervene is filed less than 15 days prior to the
hearing date, it shall be accompanied by any direct testimony and exhibits
of expert witnesses the intervenor intends to offer at the hearing.

(6) The electric public utility may file rebuttal testimony and
exhibits of expert withesses no later than 5 days prior to the hearing date.

Chapter 8.
Appendix.

REVISED GUIDELINES FOR RESOLUTION OF ISSUES
REGARDING INCENTIVE! PROGRAMS

1. To obtain Commission approval of a residential or commercial program
involving incentives per Rule R1-38 [now Rule R6-95 or R8-68], the sponsoring utility
must demonstrate that the program is cost effective for its ratepayers.

€) Maximum incentive payments to any party must be capable of
being determined from an examination of the applicable program.

(b) Existing approved programs are grandfathered. However, utilities
shall file a listing of existing approved programs subject to these guidelines,
including applicable tariff sheets, and amount and type of incentives involved in
each program or procedure for calculating such incentives in each program, all
within 60 days after approval of these guidelines.

(c) Utilities shall file a description of any new program or of a change in
an existing program, including applicable tariff sheets, and amount and type of
incentives involved in each program or procedure for calculating such incentives
in each program, all at least 30 days prior to changing or introducing the
program.

(d)  The matter of the relative efficiency of electricity versus natural gas
under various scenarios (space heating alone, space heating plus A/C, etc.)
cannot now be resolved. A better approach at this time would be to determine the
acceptability of incentive programs herein based on the energy efficiency of
electricity alone or of natural gas alone, as applicable.

(e) The criteria for determining whether or not to approve an electric
program pursuant to G.S. 62-140(c) should not include consideration of the
impact of an electric program on the sales of natural gas, or vice versa.

L Al incentives referenced in these Revised Guidelines are participation incentives as now
defined in Rule R8-68(b)(7).
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() Approval of a program pursuant to Commission Rule R1-38 [now
Rule R6-95 or R8-68] does not constitute approval of rate recovery of the costs
of the program. The appropriateness of rate recovery shall be evaluated in
general rate cases or similar proceedings.

2. If a program involves an incentive per Rule R1-38 [now Rule R6-95 or
R8-68] and the incentive affects the decision to install or adopt natural gas service or
electric service in the residential or commercial market, there shall be a rebuttable
presumption that the program is promotional in nature.

€)) If the presumption that a program is promotional is not successfully
rebutted, the cost of the incentive may not be recoverable from the ratepayers
unless the Commission finds good cause to do so.

(b) If the presumption that a program is promotional is successfully
rebutted, the cost of the incentive may be recoverable from the ratepayers. The
cost shall not be disallowed in a future proceeding on the grounds that the
program is primarily designed to compete with other energy suppliers. The
amount of any recovery shall not exceed the difference between the cost of
installing equipment and/or constructing a dwelling to current state/federal energy
efficiency standards and the more stringent energy efficiency requirements of the
program, to the extent found just and reasonable by the Commission.

(c) The presumption that a program is promotional may generally be
rebutted at the time it is filed for approval by demonstrating that the incentive will
encourage construction of dwellings and installation of appliances that are more
energy efficient than required by state and/or federal building codes and
appliance standards, subject to Commission approval.

3. If a program involves an incentive paid to a third party builder (residential
or commercial), the builder shall be advised by the sponsoring utility that the builder
may receive the incentive on a per structure basis without having to agree to: (a) a
minimum number or percentage of all-gas or all-electric structures to be built in a given
subdivision development or in total; or (b) the type of any given structure (gas or
electric) to be built in a given subdivision development.

@) Electric and gas utilities may continue to promote and pay
incentives for all-electric and all-gas structures respectively, provided such
programs are approved by the Commission.

(b) A builder shall be advised by the sponsoring utility of the availability
of natural gas or electric alternatives, as appropriate.

(c) A builder receiving incentives shall not be required to advertise that
the builder is exclusively an all-gas or all-electric builder for either a particular
subdivision or in general.



Appendix A
Page 51 of 51

4, The promotional literature for any program offering energy-efficiency
mortgage discounts shall explain that the structures financed under the program need
not be all-electric or all-gas.

5. Duke’s proposed Food Service Program shall be modified to include a
definition of qualifying equipment and of conventional equipment, and is subject to
approval in accordance with guideline number 1 above.

(&8 The nature or amount of incentive contained in each program
encouraging the installation of commercial appliances (electric or gas) that use
the sponsoring utility’s energy product, such as Duke’s Food Service Program,
shall be unaffected by the availability or use of alternate fuels in the applicable
customer’s facility.

(b) Commercial clients (builders, customers, etc.) who are offered
incentives for installation of appliances shall be advised by the sponsoring utility
of the availability of natural gas or electric alternatives, as appropriate.

6. Rates, rate design issues, and terms and conditions of service approved
by the Commission are not subject to these guidelines.

7. Pending applications involving incentive programs are subject to these
guidelines.



