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Duke Energy Florida 

Response to Staff's 1st Data Request- Docket #130208- Q29 c. 

Bill Comparisons for Demand Rate Class 

CCR Billing on KWH vs. KW Basis 

General Service Demand- GSD-1 

Billing B111ing Unit of 2013 Rates 2013 rat es 

Units Rate Measure CCR on kWh CCR on kW ':>ifference (4} 

Customer Charge 11.59 S I month 11.59 11.59 

Base Rate Energy 22,601 2.045 cents/kWh 462.19 462.19 

Base Rate Demand 60 4.59 S/kW-Mo 275.40 275.40 

Fuel 22,601 3.703 cents/kWh 836.92 836.92 

CCR 22,601 1.184 cents/kWh 267.60 

CCR (1) 60 4.40 S/kW-Mo 264.00 

ECCR 60 0.90 $/kW-Mo 54.00 54.00 

ECRC 22,601 0.48S cent s/kWh 109.61 109.61 

Subtota l Electric 2,017.30 2,013.71 

Gross Receipt Tax 2.5641% of Sub Elect 51.73 51.63 

Total Bill 2.069.03 2,065.34 

Interruptible Service· IS-1 

Billing Billing Unit of 2013 Rates 2013 rates 

Units Rate Measure CCR on kWh CCR on kW 

Customer Charge 278.95 $I month 278.95 278.95 

Base Rate Energy 1,219,392 0.902 cents/kWh 10,998.92 10,998.92 

Base Rate Demand 3,200 6.24 $/kW-Mo 19,968.00 19,968.00 

Interrupt ible Cred1t 3,200 (4.99) $/kW-Mo (15,968.00) (15,968.00) 

Fuel 1,219,392 3.703 cents/kWh 45,154.09 45,154.09 

CCR 1,219,392 0.961 cents/kWh 11,718.36 

CCR (2) 3,200 3.62 $/kW-Mo 11,584.00 

ECCR 3,200 0.80 $/kW-Mo 2,560.00 2,560.00 

ECRC 1,219,392 0.474 cents/kWh 5,779.92 5,779.92 

Subtotal Electnc 80,490.23 80,355.88 

Gross Receipt Tax 2.5641% of Sub Elect 2,063.85 2,060.41 

Total Bill 82,554.08 82,416.29 

Curtailable Service- CS-1 

Billing Billing Unit of 2013 Rates 2013 rates 

Units Rate Measure CCR on kWh CCR on kW 

Customer Charge 1 75.96 $I month 

Base Rate Energy 658,095 1.346 cents/kWh 

Base Rate Demand 1,500 7.37 $/kW-Mo 

Curtailable Cred1t 1,500 (3.74) $/kW-Mo 

Fuel 658,095 3.703 cents/kWh 

CCR 658,095 0.893 cents/kWh 

CCR (3) 1,500 3.88 $/kW·Mo 

ECCR 1,500 0.86 $/kW·Mo 

ECRC 658,095 0485 cents/kWh 

Subtotal Electric 

Gross Receipt Tax 2.5641% of Sub Elect 

Total Bill 

(1) Components: Capacity- 3.23, Levy· 0.84. CR3 Uprate • 0.33 

(2) Components: Capacity - 2.66, Levy- 0.69, CR3 Uprate- 0.27 

(3) Components: Capacity- 2.69, Levy- 0.91, CR3 Uprate - 0.28 

{4) Differences are due to rounding in the derivation of rates 

75.96 75.96 

8,857.96 8,857.96 

11,055.00 11,055.00 

(5.610.00) (5,610.00) 

24,369.26 24,369.26 

5,876.79 

5,820.00 

1,290.00 1,290.00 

3,191.76 3,191.76 

49,106.73 49,049.94 

1,259.15 1,257.69 

50,365.88 50,307.63 

(3.70) -0.2% 

(137.80) -0.2% 

(58.25) -0.1% 
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Duke Energy Florida 

Response to Staff's 1st Data Request- Docket 11130208 - Q41 a. 

Impact of Revised and Restated Stipulation and Settlement Agreement (RRSSA) on 

The Residential $/1000 KWH Bill 

Charge Type RS • 1000 KWH B1lllmpact 

Settlement 11 2013 2014 2015 2016 2017 

Customer Charge No changes No changes No changes No changes No changes 

Base Rate Energy Charge Changes: 

1111 Levy·OTA $20M Tsf from NCRC to Base 0.62 0.62 0.62 0.62 0.62 

1113 $150M included 1n 2012 Settlement 4.65 4.65 4.65 4.65 4.65 

1114 Transfer CAIR Assets to Base in 2014·$154M 4.60 4.60 4.60 4.60 

11 16 a Built CT's & Purchased Plants unknown unknow n unknown unknown 

115. e CR3 Recovery • 2017 Base 5.59 

11 16. b Combined Cycle 2018 

11 7. b Nuclear Decommissioning Funding unknown unknown unknown unknown 

Fuel Rate Changes. 

11 6. a $129M Refund for 2013 & 2014 (3.44) {3.42) 

11 6. a $10M Refund RS & GS on ly 2014-2016 {0.49) (0.48) (0.47) 

1{6. b $100M Refund $40 m 201$ & $60 on 2016 (1.04) {1.53) 

1{7. d Increase for Deferred Replacement Power-$326M 8.68 

117. c NEIL Refund - $490M in 2014 (12.99) 

11 7. a CR3 Recovery • 2014·2016 FAC 1.00 1.00 1.50 

ECRC Rate Changes: 

1114 Transfer CAIR Assets to Base m 2014·$154M (4.15) (4.15) (4.15) (4.15) 

NCRC Rate Changes· 

1111 Levy-lncr in 2012 Settle from $2.67 to $3.45 0.78 0.78 0.78 0.78 0.78 

1111 Levy-OTA $20M Tsf from NCRC to Base (0.62) (0.62) (0.62) (0.62) (0.62) 

ECCR Rate Changes· 

1119 Impact of Increase 1$/CS/SBG Credits 0.31 0.44 0.53 0.53 0.53 

Gross Receipts Tax on Above Impacts 0.06 (0.02) 0.15 0.1$ 0.31 

Total RRSSA Impact on RS 1000 KWH Bill 2.35 (0.92) 6.05 6.06 12.32 

2018 2019 

No changes No changes 

0.62 0.62 

4.65 4.65 

4.60 4.60 

unknown unknown 

559 5.59 

unknown unknown 

unknown unknown 

{4.15) {4.15) 

(0.62) (0.62) 

0.53 0.53 

0.29 0.29 

11.52 11.52 
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136 FERC 9[ 61 ,033 
UNITED STATES OF AMERICA 

FEDERAL ENERGY REGULATORY COMMISSION 

Before Commissioners: Jon Wellinghoff, Chairman; 
Marc Spitzer, Philip D. Moeller, 
John R. Norris, and Cheryl A. LaFleur. 

Florida Power Corporation Docket No. ER 1 I -3584-000 

ORDER ON RETAIL ADJUSTMENTS TO DEPRECIATION RESERVES 

(Issued July 15, 20 II ) 

I. On May 16, 201 I, pursuant to section 205 of the Federal Power Act (FPA), 1 Florida 
Power Corporation (Florida Power) fi led to retlect the impact of retail rate depreciation 
reserve2 adjustments on Florida Power's Open Acces Transmission Tariff (OATT) 
formula rate . In this order, we reject the adjustments and instead direct Florida Power to 
account for the retail rate adjustments as regulatory assets, as discussed below. 

I. Background 

2. On February 28,2011, in Docket No. ER11-2584, the Commission issued an order 
accepting Florida Power's proposed depreciation rates included in Schedule 10 of Florida 
Power's OATT.3 These depreciation rates were the same as those approved by the 

Florida Public Service Commission (Florida Commission) in 20 I 0.4 Protestors in Docket 
No. ER I 1-2584 argued that Florida Power should be required to supplement that filing to 

I J6 U.S.C. § 824d (2006). 

2 As used here, the term "depreciation reserve" refers to amounts recorded in 
Florida Power's Account I 08, Accumulated Provis ion for Depreciation of Electric Utility 
Plant. 

3 Florida Power Corp .. 134 FERC <j[ 61,145, at P 3 (20 II) (February 28 Order). 

~In re: Petition for Increase in Rates by Progress Energy Florida, Inc., Docket 
No. 090079-EI, at 45-46 (Fla. Pub. Serv. Comm'n Mar. 5, 2010 and June 18, 20 10). 

2013RRSSA-STAFFDR 1-42a-000001 



Docket No. ERll-3584-000 - 2 -

reflect the Florida Commission' s approval of adjustments necessary to eliminate 
theoretical depreciation reserve imbalances (excess depreciation reserves). 5 They argued 
that those adjustments wilJ have a wholesale rate effect beyond that included in Florida 
Power's fi ling. Florida Power argued, however, that the actual quantitative rate impact of 
those adjustments would not be avai lable for Commission consideration until April 20 11 , 
after it filed its 2010 FERC Form No. 1.6 The Commission agreed with the protestors 
that, consistent with Order No. 618, 7 additions or deductions to depreciation expense to 
reflect any theoretical reserve amortization would require an FPA section 205 fi ling 
because such amortization would affect the remaining life calculations typically used to 
determine subsequent depreciation rates.8 The Commission emphasized that it was onl y 
approving the proposed depreciation rates and not any adjustments to eliminate the 
theoretical deprec iation reserve surplus. 9 Florida Power committed to make a FP A 
section 205 fil ing to account for these adjustments after its FERC Form No. 1 data 
became availab le and before fi ling its 2010 Annual Update for its OA TI formula rate. 

II. Florida Power's Filing 

3. In the instant fi ling, Florida Power submits the 2010 impact of the retail depreciation 
reserve adjustments on its OA TI formula rate. Florida Power states that it reduced the 
cost of removal portion of its depreciation reserve for production and distribution 
accounts, pursuant to Florida Commission orders and a retail Stipulation and Settlement 
Agreement dated May 10, 2010 that was accepted by the Florida Commission. 10 This 
Settlement Agreement states in part: 

[Florida Power] will have the discretion to reduce 
depreciation expense (cost of removal) by up to $150 million 
in 2010, up to $250 million in 2011 , and up to any remaining 

5 The theoretica l depreciation reserve balance is "the calculated balance that 
would be in the reserve if the life and salvage estimates now considered appropriate had 
always been applied." !d. 

6 FERC February 28 Order, 134 CJ[ 61,145 at P 12. 

7 Depreciation Accounting, Order No. 6 18, FERC Stats. & Regs. , ]3 1,104, at 
31,695, n.25 (2000) (Order No. 618). 

8 FERC February 28 Order, 134 91 6 1,145 at P 20. 

\1 /d. 

10 Transmittal Letter, Attachment 1 at 3 (Settlement Agreement). 

20 13R RSSA-ST AFFDR 1-42a-000002 



Docket No. ER 11-3584-000 

balance in 2012 during the term of this Agreement until the 
earlier of (a) [Florida Power's] depreciation (cost of removal) 
reserve reaches zero, or (b) the term of this Agreement 
expires. ln the event [Florida Power] reduces depreciation 
expense (cost of removal) by less than the caps set forth in 
this paragraph, [Florida Power] may carry forward (i .e. 
increase the cap by) any used depreciation (cost of removal) 
reserve amounts in subsequent years during the term of this 
Agreement.u 

- 3 -

Because the Settlement Agreement grants Florida Power discretion to reduce depreciation 
expense up to a specified amount in 20 I 0, 2011, and 2012, Florida Power asserts that it 
does not know whether and to what extent the adjustments to depreciation reserves will 
impact the OATT formula rate for service in 2011 and 2012!2 

4. Florida Power states that it has recorded total 20 I 0 depreciation reserve reductions 
or $65,840,613, consisting of a $33,296,538 reduction to the production plant 
depreciation reserve and a $32,544,075 reduction to its distribution plant depreciation 
reserve. 13 These depreciation reserve reductions result in reduced amounts of allocated 
deferred income taxes attributable to wholesale rate base and, consequently, result in a 
wholesale rate increase of $79,986 under the OATT formula rate for 2010. 14 

5. Florida Power further explains that it implemented the retail depreciation reduction 
for 20 I 0 effective January 1, 2010. Accordingly, Florida Power requests waiver of the 
Commission's prior notice requirements to permit an effective date of January 1, 2010. 15 

In support of this waiver, Florida Power explains that, on June I, 2011, it will complete 
its Annual Update and true up of the OATT formula rate for 2010 transmission service, 
and that such true up will be completed using the 2010 FERC Form No. 1 data, which 
incorporates the depreciation adjustments described in this filing. Therefore, Florida 
Power is implementing the depreciation adjustments consistent with the OATT formula 

II Jd. 

12 ld. at n.8. 

13 /d. at 3. 

l.t !d. The depreciation reserve is an offset to plant in service. Therefore a 
decrease in reserve results in an increase in rate base. 

IS fd. at 4. 
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Docket No. ER 11-3584-000 - 4-

rate. Florida Power notes that the Commission has granted waiver of its notice 
requirements in several similar cases. 16 

Ill. Notice of Filing and Responsive Pleadings 

6. Notice of Florida Power's filing was published in the Federal Register, 76 Fed. Reg. 
30,330 (20 11 ), with interventions or protests due on or before June 6, 201 1. Timely 
motions to intervene were filed by Florida Municipal Power Agency and Seminole 
Electric Power Cooperative, Inc. 

IV. Discussion 

A. Procedural Matters 

7. Pursuant to Rule 214 of the Commission's Rules of Practice and Procedure, 18 
C.F.R. § 385.214 (2011), the timely, unopposed motions to intervene serve to make the 
entities that filed them parties to this proceeding. 

B. Substantive Matters 

8. As explained below, the Commission finds that Florida Power's adjustment of its 
depreciation reserves is not in accordance with the Commission's accounting and 
reporting requirements. We also find that Florida Power must recognize the economic 
effects of the Florida Commission's rate actions as regulatory assets in Account 182.3, 
Other Regulatory Assets, rather than as adjustments to its depreciation reserve. 

9. In Order No. 618 and in the February 28 Order, the Commission stated that the cost 
or property used in utility operations should be allocated in a "systematic and rational 
manner" to periods during which the property is used in utility operations, i.e., over the 

property's remaining estimated useful service life. 17 For this reason, changes in asset 
depreciation estimates, including cost of removal, should be made prospectively over the 

16 
/d. (citing South Carolina Electric and Gas Co., 132 FERC 9! 61,043 (2010); 

Duke Energy Carolinas, LLC, 130 FERC 9[61,079 (2010)). 

17 
See FERC February 28 Order, 134 9[ 61,145 at P 19; Order No. 618, FERC 

Stars. & Regs. 9131,104 at 31,694-95. Additionally, the Commission's Uniform System 
of Accounts provides, in part, that, ''[u]tilities must use percentage rates of depreciation 
that are based on a method of depreciation that allocates in a systematic and rational 
manner the service value of depreciable property to the service life of the property." 
General Instruction No.2, Depreciation Accounting, 18 C.F.R. Part 101 (2011) 
(emphasis added). "Service value" refers to "the difference between original cost and net 

(continued ... ) 
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Docket No. ER 11 -3584-000 - 5 -

asset's remaining life. Florida Power proposes to adjust its depreciation reserves by 
$65,840,613 in 2010 and intends to adjust its depreciation reserves by varying amounts in 
20 ll through 20 I3 rather than allocating the excess depreciation reserves over the 
remaining service lives of the related utility plant. While these adjustments may be 
acceptable for retail ratemaking purposes, they do not conform to our requirements for 
allocating the costs of utility plant over their service lives. Accordingly, we will direct 
Florida Power to reinstate all such adjustments to its depreciation reserves (Account I 08). 
Florida Power must also re-file its 20 I 0 FERC Form No. I to reflect the restatement of its 
depreciation reserves. Additionally, because Florida Power's OA TI Formula Rate 
automaticaiJy incorporates the revised plant amounts, we will direct Florida Power to 
recalculate wholesale formula rate billings 18 to reflect the reinstatement of the 
depreciation reserves and refund with interest all amounts improperly collected from 
wholesale customers. 

10. Additionally, we find that the adjustments approved by the Florida Commission 
should be recognized in Florida Power' s accounts and FERC Form No. 1 financial 
statements as regulatory assets. The Commission's Uniform System of Accounts for 
public utilities provides for the use of regulatory assets and liabilities to account for, 
inter alia, rate actions of regulatory agencies that differ from the Commission's 
accounting requirements. 19 Specifically, Account 182.3, Other Regulatory Assets, 
provides for amounts of regulatory-created assets, not includible in other accounts, 
resulting from the ratemaking actions of regulatory agencies. Therefore, Florida Power 
must debit Account 182.3 and credit Account 407.4, Regulatory Credits, for the above 
discussed adjustments that are reflected in its retail rate orders. 

The Commission orders: 

(A) Florida Power's proposed adjustments to its depreciation reserves are 
hereby reject~d , and Florida Power is hereby directed to reinstate amounts improperly 
removed from Account 108, as discussed in the body of this order. 

salvage value of electric plant." Definition No. 37, Service Value, 18 C. F. R. Part I 0 I 
(201I ). The "net salvage value" is the "salvage value of property retired less the cost of 
removal." Definition No. 19, Net Salvage Value, 18 C.F.R. Part 10 I (20 II ). 

111 Florida Power Corp., OATT, Schedule 10 (1.0.0), Section I. 

19 See Definition No. 31, Regulatory Assets and Liabilities, 18 C.F.R. Part 10 I 
(2011). 

2013RRSSA-STAFFDR 1-42a-000005 



Docket No. ER 11 -3584-000 - 6 -

(B) Florida Power is hereby directed to record a regulatory asset to record the 
economic effects of the Florida Commission's retail rate order, as discussed in the body 
of this order. 

(C) Florida Power i hereby directed to refund wi th interest all amounts 
improperly co llected from wholesale customers, a discussed in the body of this order. 

(D) Florida Power is hereby directed to file a refund report with the 
Commission within 30 days after making the refunds. 

By the Commission. 

(SEAL) 

Nathaniel J. Davis, Sr., 
Deputy Secretary. 

2013RRSSA-STAFFDR 1-42a-000006 
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Summary Brief 

Progress Energy Florida 

Crystal River Unit 3 Repair Project 

Updated Life-Cycle Net Present Worth (CPVRR) Assessment 

Prepared by: 

Duke Energy IRP & Analytics 

January 25, 2013 
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Dote: 012513 

Objective: 

1\'> <J p,11 t of the I"Vclluatton of opuon!> ~urrounu111g tile Crystc~l RIVt~l Nuri~M Un1t (CR3) Progress Energy 

Hor 1da (PI I) ha!. prepared an updated life-cycle net p1esent worth {alc.,o referred to as cumulative 

present value of revenue requirements. or CPVRR) assessment of CR3 based on P[J's current forecasts 

The o!Jje( tiVE' of the study was to provtde a comparative CPVRR c~c,ses!.ment of thr altet natives for 

rt•pJtrtng CfU or rt'llring the unit ;md utilizing alternate gt!neration to met,l PLr's capacity and energy 

net:"d~ 

111"' rPsult\ c.~ l till'> updatt'd c1'>Sf'<:.Sment dfl.? prt.".C'nlc><llwrt>m b,t~r·d on ltw b<'~t 11110rnlcll10n avatl<~bie a1 

rlw. t ntu> .111d Ctlll'>•"tPnt wtth ltu> current uprlatr->d JHOJPfllnn~ 

Overview of the Updated Assessment: 

11 thl\ ... 11uly, PI:F uullctlly l''>labhshE'd pott:!nlral rt-tum to Sf'I\!IC.e dates for the Crystal River nucleac w1rt 

(UU) unci tren developed opttmtzed resource portfolios to accompany the alternatives durrng the 

dllldtlon of the J.HOJected life of the facility Additional needed resources were selected from natural gas 
ftred !.Hnple cycle and combmed cycle units along with tdentlfted potentral near term power purchase 

opportumL1es. to complete each scenario portfolio over the study period An alternate scenario was also 

developed bas< d exclus1vely on natural gas fired generation resources w1th the assumpt1on that CR3 

would not return to service. 

ThP optnnl!atu>ns were performed using the Strateg1st , .. rnout•l hct<,NI llll PI F's forecJsts. for loJd ;mtl 

F ncrgy rt'QliiiCments, tu('l priCe-;, errusston allowarH <' l osl'> ,nr! tiH' dt•vrloprl'('nl ( 0\1 '>for new urttt 

,!dthllllll'>. Tlw c.,tudy pPriod cost5Wt'rP tlwn lOIHP·'"'d tnr tho• two rt'\tJIII to \t'IVIU' portfolio<> (pliH1'>) to 

pn1[C'< t tl•0 ltfP (ycle '>dvll1g'i (or wstsl twlween tlw rPpdir plan{•.) md the' rettrement pldn 0.1 a 

• urntJI.IIrv•• JHl''><.'nt valut: of rtJvenue requncnwnh (CPVHH)IJciw>. 

In 1 hf> "''l'al modeling. re1mbursement of repair costs or payment of tnsllran\c claim by Nuclear Electric 

ltlS'IfJIICt> lirn1ted (Nf ll) w.1s treatecl neutrally, i.e with the asswHptton that the pdyrnents from NEIL 

..VL)llltJ be equfll1n etther the repatr or retire cases A post modeling ovNiay was prepared 

d! rnonstrrttmg the impacts of a max1mum reimbur~emcnt from Nl:ll in the repa" case lOmpared to an 

•'Sttmatf>d ciJIIll payment m the retirement case 

rtu> re-.ults ruesented an, d1fferennal results, '>hov.mg tht> d1fferPm e Ill CPVRR b~tween the total utlltty 

nrouw tiOil ( O'..t for the selected repa1r case a11d tlh• ret11errten1 \.il\t' 

A Summary of Key Assumptions and Key Drivers: 

ltv· <!'{ <.h v .. ,., tdt>nwred ,, the econom1c asse-,sment were dt terrn111Nl to be the forecasted costs uf 

lucl, th·• pot•.•ntral mp.1cts o f carbon policy and the proJeCtPd capllal CO'>b for the reparr ot CH3 and self 

built1 ·llld purchdsed power natural gas generation alternatives rhe econorn c assessment addressed 

the reldltvc tmpacts of each of these drivers 111 the study n:-sults by cornpanng the turnulative present 
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Dote: 012513 

~ah1t~ ot syst£>m re-.enue req .rrement'> (CPVRR)Iur ~Jlh !>Cil'>tttvtly.:lppltetf to lh~ rep.ltf plan~ versus the 

r<·ttret·wm ptc~n fhts apploilch provides a comparabl~ comparison of ltfe cycle CO'it between 

Jlternattves being constdered 

I ud forecu:>ls Thts assessment wrls performE>d wtth the long tNm planning fuel forecasts whiCh 

Wl'tP updt!tt:'d 111 Octobt>r 2012 supporting this year's normal planmng cycle. PEF mcluded low and 

h1gh tor,•r,l~t •,r•nstltVtltc>s around the mtd reference fuP I case. 

tn11ss10n rwec asts This assessment wa5 pcrfornwd Wtth the long term pllOning emi~~;1ons 

fut~:Last s wh rch we1 e updated in late 2J) I) rn support of this yeM' s nonmtl ptannmg rycle The 

carbon policy scenM IOS u sed m the 2012 st udy ltcJVI' IJPNt retdincd for this ypt~r'5 ~ tudy. This refterh 

t ht> I.H k of ongo1ng ad ion on carbon policy at fedt>tal and c;tate lt:>vcls, but recognizes the mnsensu '> 

undt•r~ tandmg, ~upported by PEF, tha t some carbon policy w ill be> l"tMctPd in the timeframe dunng 

the expected life of the repatred CR3 unit (the study pPriod). In tlw; yE-'ar's studtes, t hf' analys1s w as 

run with no C02 LOSt and wi th two C02 emissions coc;t proji'Ct1onc, provided 111 nommal $/ton of 

rquivalt>nt C0 2. The two scenanos were based on studies of the Waxman Markey draft bill 

pt>t forrnt u by the ~ nv1ronmental Protect 10n/\gency (E PI\), and 01arl1"> R1ver A~~octates (CRA) 

Whtle tht>rt' art> evolving pohcy developments at the :.lJte and nat,onallevels, these forecasts are 

dt'• 111••d to l:P a tt'dSOil<.~ble charactenLauon of pott.>nttll outcon"t'~ md .• 1s sur h, nave been used for 

tlus L•Od.1 t~d .l~'>l'Ssmen: 

rc··r,mer< ()/In ~ervtce Clna Cosc PtuJectton updatt• jc.." rtrt> ''l'JHIIf ,.,,,eel To JJ<'rforn' th s 

d' e ,-;rn••r t P11' IIU rep;llr re<.hnl< al rev1ew tt>cllll v.c~s .r)kt.>d to ptovtd!' upd.ucd J.)IUJCLI ca<-lt flow 

· ·~ t iiJ\iltt>s fr r the repillr con<>tr\ICtJon b.l'>l'd on ltw lat•'St prujt><lt'd piOJNt \C hedult>'> for the two 

'''p.l.r opt lOll\ f'valuotcd Two r<'cent opt:ons WC?"rl! consttkrcd, <1 54 month repatr at a cost ol $1 <) 

btlltun <.tl1d a 60 nwnth repair al d co<..t o f $2.44 btlfion. In l!clth 1 d~t·, toil~lruttton work on the rf>pau 

w.;~ 1 on!>l<l erecf to start in June 2014 result1ng in in S('Niu• da tc>s ol January 2019 and July 2019 

rE:'~f)I'{IIVC'Iy 

Cosr Projecrtons for Gas Fired New Umt Addrllons.· This assessment WilS performed with long term 

planntng project cost est1ma tes for new pea king and combmcd <ycle generation resourcr> options 

whtch were upda ted this yea r to support the regular planning cycle 

Loocl tmclt nergy Forecasr Th1s assessmPnt was perfornwd using lht' long h•rnt plannm'~ Load and 

f p,;orgy ton·casts prepared •n OctobPr 2012 for the <JnttC paled usc rn prepiH ng PlF'-, 2013 Ter, ~p;u 

')tiP JJI,m ( rv::,p· 1 3) 

'1. J ()( JO/ I o ... ,er~r IP In thi'> rl'>~L''>Sillf'llll, the .urlf'lll 0\'Jill'rStllp IWII 1.!1 \cJgC IS ci~Sll I t•tl PH 

1lrltr (,1 11 1 tJ I 8 •. o .... 'lersh p st<J\n i'l thf' unit .md llottl the< os1, c1nd hcnd ts .He ad usted to 

ret tt till curr~n t ownN~hip of CR3 

()ISCoum Rore Tht'> a<>Sf''>srnPnt was pP.rfOI n'ed usmg a cJi.,cr>unt rate 1riJII'>ted lo reflect the 

fJI.Hitllng lld'>IS for weighted average cost or capital bas•:d on t>U's u.rrr.>nt allowed rate ol re1urn 
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The wrrent dr~count rate being used tor long term planning is 6.47%. An alternatrve drscount rate t~ 

used 111 the retirement scenano for CRJ investments to reflect the return on equity for the CR3 

investment pursuant to the Commisston-a pproved settlement in Order No. PSC 12-0104-FOF-EI in 

thP company's weighted average cost of capita l 

Summary Results Overview: 

fhf.' thrl"'r· tablt s anarhPrl provrdt> a <,unHn<lry of thf' r('\llh!> l he rl''>u lt'> r.tbh"'> t~'prp<,-'01 tltt' hPnP!Jt 

(ro-;rl ot the lrfp c yell' LO'>l rornp<itt~OII'> o f thP (R3 rPpdll protect'> ver'>uS thP r<'lrrPnre nt ra<-" lht">E'd on 

C11rnu rlll\iP Pte~t'111 Value: of RI'VE'nltC RrqlllrPtnPnl) (CPVRR) for ('tllh nf thl.' Sl'O'l rt rvitrE'S adtlrl~SSPU 

Table l provtdes an overview of the results for the $1.9 brl lton, 54 month repair scenario. 

Table 2 provJCif'S an ovc>rview of the rt"'!>u lts for the $2.44 billion, 60 month repair scenario 

Table 3 provides the results from Table 2 adJusted for an overlay of the differential between d 

maximum allowable NEIL recovery associated with the repair and the potential anticipated 

insurance claim amount associated w ith re t irement . 

Observations: 

Key issues around the development of the modclrnputs and scendrios are discus!>ed here 

Mid Reference Fuel Forecasts. The fossi l fuel price forecast s (e.g. natural gas, coal apd otl) used 111 

thl'• as~essment are taken from data provided by Energy Ventures AnalysiS Inc. (EVA), the current 

cotltranor to Duke Energy for the 2012/20l3 corporate fundamental forecasts. fhe forecast price'> 

1re provtded in the attached appendix table'> 

Fuel FowUJ\1 Sensilfvllies. The low and lrigh fuel ~ensttiv1tie~ fJresented in thb assessme11t are based 

on PH's standard methodology fM conf idence intervals Lower forecasted fuel prices tend to 

decrease the li te rycle costs projected for the gas fired replacement resource portfol1o more than 

those proJected fo r the CR3 return portfolio whtch results in a less favorable projection for the 

repair cases. The fuel forecast sensitivities are expected to be a significant clnver in the differences 

between scenarros. 

Full CPVRR modeling of the high and low eas price scenarios was not performed. Impacts of the h1gll 

.:md low natLJral gas fJrrce ton~ca~ts were est imated and u!>ed to provide directrona l results indica ling 

:~n anticipated outcome m thesP <:.cenanos. 

tm1s~wn forecast!> The ernrss1011 forecasts for S0 11 and NOx used the most recent Duke [nergy 

forecasts. The projections for the impacts of carbon policy were taken from projections developed 

for the 2011 and 2012 Levy Nuclear reasibifity studies. Forecasts based on projecttons developed by 

the US Envi ronmenta l Protection Agency (EPA) and Charles River Associates (CRA) were selected for 

their consistency with forecasts used by Duke Energy Carolinas in 1ts 2012 Integrated Resot1rce Pldn 
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(JHP). Thus, the forecasts of potentia l carbon cost impacts bemg studted are consistent with 

forecasts used in the Levy Nuclear Feasibility assessment and recent Duke Energy fi lings. As a result, 

the 1mpacrs tn CPVRR differentials due to carbon policy. while st ill significant, have narrowed to a 

ltm tt~d extent. 

(O/Wrli rc int ,, Selvict> untl co~l PtOJ('I /100 IJprfntf>s for !he CW? Repotr Protect Thi~ cl'>\i>S~rnertl Wrl~ 

p<'rform~cl with tnformat1on for prowrtl•d prOJN.t c:osts 1nd rE'turn to '>NVIre dcJtPs lor two 

.,,,.n,lfttl~ ,1 S 1.9 IJtllion 54 month rPpJII excludlf1g tlddition~l work on the contammf'nt dom£> and a 

$2 44l)tllion, 60 month rep.w tnlludtng tdenttf1ed work on the dome. In ench rase ron<:.tru<.tton 

work lor thE? repau wa~ prE>sumPd to start in JunP /014. Tht>se proJects rP-;ultPrltn return to servtce 

date<, of January 2019 and July 2019 rf'~peclively. 

Co.st ProJPctJOns for New Natural Gas Fired Un1t Addttwns: PEF utilized standard genenc cost 

projections for several ultermne potential gas fired units Strategist selected a portfolio ot future 

units including 3xl G advanced turbine combined cycle configurations, 2xl G advanced turbine 

combined cycle configurations and F-class combustion turbines in sirnpll" cycle (peaking) '>ervice 

Capiral cost and operatmg projections for these units <Hr~ presented in the appendix 

Load and Energy Forewst: This assessment was performed using the long term planning Load and 

energy forecast that was developed in the fall of 2012 whtch is anticipated to be the forecast fo r the 

2013 PfF TYSP. 

rvuc fr>ur }()lfll Ow!'ersh1p Thf> rf>sult~ prov1ded ,Hf' npt of Pt: f 'c; 1 lll re11t JOint ownf·rshtp posttton of 

'II 8 ,, ol CR ~ All t tht:, ll<~vc> bet'n lrt•,HP J dS tllouglt •.hared 111 aLCOtdatlCe wtth the owne rshtp 

OiSLOunc !<ate. fhe result~ provtded reflect the u~e of a 6.47% discount rate which reflects the 

Company's ,.werage weighted cost of cap1tal (WI\CC) for planning purposes An alternative discount 

rate is used for CR3 tnvestments in the retirement scenario to reflect the return on equity for the 

CR3 investment pursuant to the Commission approved settlement in Order No. PSC-·12-0104 FOF El 

in the company's weighted avt•rage cost of capital. 

Summary: 

PLl corlplt:.'tc-d tl1e updated CPVRR .J•,!>es'>rnNH and corn par i~on of life cycle costs for two unrt rE>parr 

SLE'fliliiOS compared to the optton ot retirrng the unit and replacrng the generauon Tile results a1e 

!>hown in Tables 1, 2 and 3. Tables 1 and 2 show the results with the assumptton 1 hat NEIL payments 

have no net impact on the outcome, i e. that NEIL would reimburse I he unit owner~ the same amount 

whether the unit was repaired or retired Table 3 shows the results with an assumption of full 

repayment by Nf IL In this table, NEilts assumed to pay the rnaxirnum amoun t covered under the 

policy, $2.25 billion for a repau, compared to a covcragP amount of $500 million lor the retirement. 
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l"reS::. E' ergy fl '.c1,1 C s I liiv• r-. Repair l'r 'Ct 

Jcmunry 201 J rpvf\R S,mHrwrv r:epl,rt 

[ h 1 ~ ~~C!l<.lriO IS COrlSide recl t O be Jl lu<,trat•ve Only E•ven that nel£her o t these dollar values has been 

dgre t>d ufJ,)fl by PEr or NEIL. 
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TABLE 1 

Summary of CPVRR Results for $1.9 billion Repair vs. Retirement 

$1.9B Repair (54 mos./ Jan 2019 restar!l 

H ;;h CO. - (O.lB) + 

:V'nll co - (SO 6B) + 

~.l) co - (Sl SH) -

- -- -- - - -· 
co. Lovv UclSI.' Gtl) 'i.~:" 

' 
r 01 <'Cast 

"Gas Prn.:t> 
,_/ 

Notes. 

• Pos1tive values tavor repair of rhe untt Negative values favor retirerncnr. 

• Full modeling of Low and High Gas Price Foreca>t St'nsitivities was not performed. Projected 

trnpacts of changes to fuel prices were used to Infer positive or negat1ve signs for eact1 case. 
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TABLE 2 

Summary of CPVRR Resu lts for $2.44 billion Repair vs. Retirement 

$2.446 Repair (60 mos./ July 2019 restilrt } 

r---
Hovll CO - l:;llRB) + 

-· -
Mod(O - ($ 1 /B) -

I 
No CO - ($7. lB) -

L 

co ."' 
8J~L· GJ'> Hiett low 

I fiHN.1\I 

Ga~ Pri<.e 
I 

Not~~ 

• Po:.1tove villt.t''> fdVO! rt'!Jdlt of IIH' ut~<l NPgdttvl' v.shll''> f.ti!Of fC'III • IIC'nl 

• fullnwdeilng o f Low and High Ga~ Pnce rorecast Sensittvttte<, Wu'> not performed PrOJ€C.tt>el 

impacts ol changes to fuel prices were u!.ed to infct positive 01 negJt ivt> stgn!> for each case 
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TABLE 3 

Summary of CPVRR Results for $2.44 billion Repair vs . Retirement 

Potential M a><imum NEIL Recovery Scenario 

$2.48 Repair (60 mos./July 2019 restart) 

I High C02 + $1.08 + 

r- I 

Mid C02 0 $0.68 + 

No C02 - (0.38} + 

co Lovv 

Foret ast 

Note'>: 

• Pos1teve values favor repair of the unit Negative va lues favor n~tirf'ment. 

• Full modeling ot Low and High Gas Price Forecast Sensitivities was not perforn1ed Projected 

impacts of changes to fuel prices were used to inter positive or negative signs for each case 

• NEIL recovery of $2 2.5 billion assumed for repa1r cases vs. $500 mil lion assumed for retirement 

r ases 
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APPENDIX 
January 2013 CR3 Analysis 

Planning and Modeling Assumptions Summary 

Prepared 1125113 by Duke Energy IRP and Analytics Florida 
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January 2013 CR3 Analysis 
Financial and Economic Assumptions 

1 PEF Capttallzal!on Ratios and ProJected Cost of Capttal 

Component Ratio Cos t 
t--- ---·----·-·---!---........ __ ---
Debt 47% 3.05% 

Ptefetred 0% na 
f-. 

C:.qutty 53°lr; 10 50% 

2 Pt OJected Dtscount Rate 6 466°/\1 

3 Protected AFUDC Rate 6466% 

4 1 ax A;:>sumpttons 

a) Ccmpos1te Fffecttve Income Tax Rate 37 120% 

b) Combtned Cycle Book Ltfe 25 Years 
Combined Cycle Tax Deprectalton l tfe 20 Years 

C) Simple Cycle CT Book L1fe 25 Years 
Stmple Cycle CT Tax Deprec1o.t1on Ltfe 15 Years 

d) Nuclear Generatton Book Ute 40 Years 
Nuclear Generation Tax Depreciation Life 15 Years 

e) T ransm1ss1on Book Life 40 Years 
Transmission Tax Deprectatton Ltfe 15 Years 

5 General lnflatton Rate 2 25% 

6 Gene;ral Fc;catation Rate 2 250/o 
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1 

4 

~ 

6 

January 2013 CR3 Analysis 
Financial and Economic Assumptions 

Note: These assumptions were used only for recovery of CR3 tnvestments under a reti rement 
scenano 

PEr: Capttallzatton Rattos and ProJected Cost ot Cap1tal 

- ·-
Component Ratio Cost 

Debt 47% 3 05% 

Preferred 0% na 
............ -... ~ ...... ~····-· ···-··-······-·----

Equity 53% 7 35% --

PrCJt~c te:J Otscount R;:Jte 4 797 lo 

Pro,ec:ed J\FUOC Rate 4 797'Yo 

Tax J\ssumpttons 

a) Compostte Effecttve Income Tax Rate 37 120% 

b) Combtned Cycle Book L1fe 25 Years 
Combmed Cycle Tax Deprectation life 20 Years 

c) Stmple Cycle CT Book I tfe 25 Years 
Stmple Cycle CT Tax Deptectatton L1fe 15 Years 

d) Nuclear Genet atton Book lrfe 40 Years 
Nuclear Generatton Tax Deprectatton Ltfe 15 Years 

e) Transmtsston Book Ltfe 40 Years 
Transmisston Tax Deprectat•on Ltfe 15 Years 

General lnflatton Rate 2 25ilfo 

Gen~:::ral Fscalatton Rate 2 25% 

Page 12 20 13-R RSSA-STAFFDR 1-51-000012 



-
.Y 

Date: 012513 

January 2013 CR3 Analysis 
Strategist Input Assumptions - Emtssion Cost Esttmatcs 

0£(~ 0• ( 
tPA (' 1-lJ\ <'017 •R~' )'l171RP 
'.'11\1 WM r.4 d H1gh 

S02 NOX Ozone C02 C02 C02 C02 
S/ton $/ton Sit on Sit on $/ton $/tOll 

2013 5 38 1 591 

2014 8 ~ 1 1 039 Not Used for 
Modeling. 

.201 s 1) ''f, 888 Reference only 

2016 4 :>0 >4\J 

2017 .) 00 c.~·, 

2018 (J<:; ')5c 

2019 061 ~6£ 

2020 ooz i42 20 3:> 17 31 

202 1 0 64 22 J:, 18 34 

2022 066 24 ~8 20 36 

2023 067 26 40 21 39 

10?4 (I I)~· ;a 4 3 :.?3 43 

2025 0 I 'C' .:r, "' '·' .~s 

20?6 ' .' , 
'•0 a 50 

i027 j ~ l ' .) '·I 3() )4 

202~ () ~r; 'i~ :;,f J:! ~8 

(029 o ·:e j•; 6 1 35 63 

2030 1)($0 1'.' t.;5 38 68 

2031 0 82 44 70 41 74 

203l oe4 4d 75 44 80 

2033 oea c,-
- ~ 80 

2034 oae S:. 85 

2035 oc.o 'l9 t.!O 

203G 0'-} ':13 <J7 
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January 2013 CR3 Analysis 
New Plant Modeling Information Summary 

Capital Cost Estimates for Strategist Modeling 

Gas Ftred Generation Summary lnformatton 

Reference ln-Survtce Year 

Projected Nominal Plant Cost (SOOO Before AFUDC) 

Projected Nommal Trans Cost (SOOO Before AFUDC) 

Winter Capacity Rating (MW) 

Summer Capacity Rating (MW) 

Fixed O&M ($000/yr)- $2013, Esc Annually at 2.25% 

Vanablc O&M ($/MWh)- $2013, Esc Annually at 2.25% 

Ptpehne Reservation Charges ($000/yr)- $2013. Constant 

Planr~cd Outaue Rate 

J\veraue Heat Rc~te at Maximum (Btu/kWh) 

,_ 

Genenc 
Jx1G 

Combtned 
Cycle 

1st Untt 

2016 

1,03i428 

413 025 

1 307 -
1 189 

5 810 

4 19 

76,236 22 

.:> 7 v~ 

6.7 /5 

Genettc 
3K1G 

Combtned 
Cvcle 

2nd Un1t 

2016 

847 863 -
206 512 

1 307 

1 189 

2 190 . 
4 19 

76 236 22 

Gi% 

6 77 5 
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January 2013 CR3 Analysis 
New Plant Modeling Information Summary 

Capital Cost Estimates for Strategis t Modeling 

Gas F1red Genetatton Summary lnformAfton 

Reference In-Service Year 

Projected Nominal Plant Cost ($000 Before AFUDC) 

Projected Nommal Trans Cost (SOOO Before AFUDC) 

Winter Capacity Ratrng (MW) 

Summer Capacity Rating (MW) 

Fcxed O&M ($000/yr)· $2013, Esc Annually at 2.25% 

Vanablc O&M (S/MWh) • $2013, Esc Annually at 2.25°./r, 

Pipeline Reservation Charges ($000/yr) · $2013. Constant 

Planned Outage Rate 

Avcrdgc Heat Rate at Maximum (Btu/kWh) 

Gener.c 
2x1G 

Cvrnbmed 
Cyc::le 

1st Un•l 

2016 

718 534 

309 787 

866 

793 

5 106 

422 

50 740 

67% 

6 780 

Gene•,r 
2x1G 

ComlJJneJ 
C;de 

2nd Un1t 

2016 

570 146 

103 262 

866 

793 

2 124 

~ 22 

f·O 740 

67% -
6 780 
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January 2013 CR3 Analysis 
New Plant Modeling Information Summary 

Capital Cost Estimates for Strategist Modeling 

Gas F11ed Generation Summa1y InformatiOn 

Reference ln-Servtce Year 

PrOJected Nomina l Plant Cost ($000 Before AFUOC) 

Projected Nominal Trans Cost {SOOO Before AFUDC) 

Wn1ler Capactty Rating (MW) 

Summer Capactty Rating (MW) 

Ftxed O&M ($000/y r)- $2013, Esc Annually at 2.25% 

Varcable O&M (S/MWh) - $2013, Esc Annually at 2.25% 

Pipeline Reservatton Charges ($000/yr) - $2013, Constant 

Planned Outage Rate 

Average Heat Rate at Maximum (Btu/kWh) 

pa · r :'rojHt 
m 1-? 

GenetiC f 
Frarne 
Simple 
Cycle 

2nd Umt 

2015 

83404 

25 774 

21 4 

:a,· 

560 

·on 

12 700 

3 85 Vt, 

10 170 
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201 

f-Ul-l 

1 
COAl 

1 8 

3 2 r>2 
201 

4 ? 88 
201 

5 3 03 
201 
6 J 1 ~J 

201 
7 3 3~ 

201 
8 .>' I 

201 
9 1 ijf) 

202 
0 1 >q 

202 
1 J •,·i,) 

202 
2 <I o.: 

202 
3 •I 16 

202 
4 ~ 30 

202 
5 4 44 

202 
6 4 5i3 

202 
7 4 ' >, 

202 
a tt o~ 

201 
9 :J 13 

203 
0 ~· lq 

203 
1 ) J •; 

203 
2 5 ~~ 

203 
3 5 68 

203 
4 5 85 

203 
5 601 

203 
6 6 , .. , 

FUtL 

5 
COAL 

5 

1 83 

2 03 

2 16 

2 16 

2 21 

? 28 

? 40 

2 47 

2 61 

2 68 

2 76 

2 83 

:?<)1 

.I OG 

I 15 

j2;? 

3 30 

3 39 

3 47 

3.5'> 

3 63 

January 2013 CR3 Analysis 
Strategist Fuel Forecasts - Mid Reference Fuel Table 

FUE 
l FUEL FUEL FUEL FUEL 

8 
OIL 
1.7 

FUEL 

10 
GAS 
FGTF 

4 35 36 7 
LNP LNP OIL 

CR3 U1 U2 11 

1447 14;;8 4 02 

13!!8 1379 4 33 

13 50 13 41 4 49 

1309 1293 503 

12 64 5 35 

12 20 56:$ 

0 7 5 6 03 

J 8:. :s 14 

I 12 

0 93 t 51 

l) 9") 1 07 l '1 1 

0 9S 1 07 1 08 8.33 

0 98 . 00 1 ca a 68 

I 04 1 00 1 08 9 04 

1 04 0 96 I ,1;? 9 47. 

1 10 0 96 () \18 9 80 

I lO 0 99 0 99 10 18 

1 13 1 04 101 1 () !)r! 

l 13 I 04 I 01 10 9B 

1 17 I 08 1 05 11 33 

1 17 I 10 I 07 11 71 

I 22 I 10 1.07 12 09 

I 22 1 15 1 11 12 47 

FUEL 

18 
GuiiFtr 

m 

4 0:! 

4 33 

4 4\l 

50:? 

5 J5 

56B 

6vJ 

6 74 

.12 

7 51 

7 91 

8 33 

8 68 

904 

9 42 

g 80 

10 Iii 

10 ">·3 

10 (l(l 

11 33 

11 71 

12 09 

12 47 

FUEL FUEL 

27 28 
Otst Otst 
0.3 0.5 

FUt=L 

29 
Otst 
ULS 

')1 9') 21 54 22 27 

2 l 23 20 96 21 53 

20 84 zo oe 21 13 

19 11 19 11 19 13 

1 "l 39 19 33 I 9 40 

.?112 :>112 211i 

2 1 65 21 66 21 53 

22 1~ n /0 22 1o 

22 84 22 86 22 80 

23 50 23 52 23 46 

24 17 24 2 I 24 , 2 

24 86 24 90 24 80 

2!'! 55 25 60 25 49 

2!5 • 7 2<3 12 26 2:'> 

2G9o 2691 2t03 

27.76 2771 l/~.7 

28 45 2839 2854 

291 4 2907 2925 

29.83 29 74 29 96 
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January 201 3 CR3 Analysis 
Energy Requirements 

Forecasts 
Net Energy fo r Load (GWh) 

Forecast 
YEAR Base 

2013 40 78o 4 
2014 41 564 9 
2015 42 549 4 
2016 43 420 0 
2017 43 823 9 
2018 44 451 7 
2019 4!:> 037 3 
2020 45 653 5 
2021 46 tr9 o 
2022 ~6 688 8 
2023 471%5 
2024 4 7 70G 5 
:?025 4~ 1 1·1 5 
2026 .. ~8fJ~17 

?027 49 100 ') 

2028 49 G:>~ 2 
2029 50 228 4 
2030 50 810 6 
2031 51 407 8 
2032 52 020 7 
2033 52.632 6 
2034 53 241 2 
2035 53 844 4 
2036 54 481 1 
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January 2013 CR3 Analysis 
Energy Demand Forecasts 

Summer Peak Winter Peak 
Net Firm Demand (MW) Net Firm Demand (MW) 

YEAR Forecast Forecast 

2013 8.965 3 987 
2014 9.026 9.090 
2015 9 185 9 710 

2016 9 442 9 842 
201~' 9 504 g!) 10 
2018 9 6'4 10 036 
?019 9.846 10 188 
2020 10 017 1 0 335 
2021 10 086 10 485 
202? 10 252 10 635 
2023 10 417 10 785 
2024 10 580 10 931 
2025 10 742 11 076 
2026 10 903 11 222 
2027 11 062 11 366 
2028 11 222 1 1 511 
2029 11 379 11 652 
2030 11 535 11 7$J5 
2031 11 690 11 93G 
2032 11.843 1.? Of' I 
2033 11.996 12 216 
?034 12, 145 12.351 
2035 12,297 12.'188 
2036 12.470 12 637 
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