
&. gh | HIbGk 00~9)
'

f'% (bT PR LI3.2SI)
h '. A c,2
e '// LxnE*ED

V5NbC-
.

9 tate of Nort1 Garolina *90 mv 13 ts10 201

Etttttles QInmminston o ~. , . .w ,
g;. i .h.c , ; V'

* ""'''*"'"' ' #""'"*
Post Office Box 29610

[a*ma$[f[c"sI"vItt Raleigh, N.C.27626 oS10 en!nYa's7sv*oS$
"'""

nutua con tavatact Acose

November 7, 1990

Secretary
U.S. Nu: lear Regulatory Comission
Washington, D.C. 20555

ATTENTION: Docketing and Services Branch

Dear Sirs:
,

Enclosed is a copy of Rule R8-55 of the North Carolina Utilities
Commission governing fuel charge adjustments for electric utilities. The rule
is being furnished for your information in response to the request for coments
on your draft policy statement regarding possible safety impacts of incentive
programs affecting nuclear performance.

As you ccn see from the enclosed Rule R8-55, the target established by the
North Carolina Utilities Commission for testing the efficiency of nuclear
generation is based essentially on long term averages of nuclear capacity
factors. Furthermore, the threshold or target serves as a signal requiring the
affected utility to bear the burden of proof that its nuclear operations were
prudent rather than as a signal requiring an automatic penalty.

We are pleased with our utilities' overall response to Rule R8-55,
although we continue to reevaluate the rule from time to time in seeking
improvements. We commend the rule to you and invite you to pass it along for
consideration by others who may have incentivt. programs that you are concerned
about.

Thank you for the opportunity to comment on your proposed policy
statement.

Sincerely,

'

9012120
b c N 143 9013o7

-.... .

o9 PDR
'

n

WWR:sem

Enclosure

I
430 North Salisbury Street Raleigh, North Carolina 27611
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(iv) MWil not generated dunnk nuclear production facilities will operation of tipenod due to partial foree be normalized based generally on inten ening goutages (in MWH and as % of the national average for nuclear eeedmg.total possible generation >; production facilities as reflected (5) Punuant to 'tv) MWH not generated dunng in the most recent North Amen. overeollectionpenod due to economie dis- can Electric Reliability Council's $' prudently inctpatch (in MWil and as % of Equipment Availability Report, g refunded to atotal possible generation); a4usted to reflect unique, inher. through operand ggent characteristics of the utility rider shall m(vil Heat rate (in BTU per kWh). including but not limited to ! interest, at su(NCUC Docket No. E 100, planta 2 yeam or less in age and G mission detenSub 47, 5/1/84.)
unusual events. The national av. = reasonable, t
erage capacity factor for nuclear I maximum sta

Rule R8 54: ReIet No. B 100' Sub
aled by NCUC Production facilities shall be - (d) Each electric uti

Doc based on the most recent 5 year shall submit to the C..

-47, 8/14/86' period available and shall be 1 poses of investigattor
weighted, if appropnate, for both r mfont uon ano %ta

Rule R8 55. Annual hearinIa bressunted wster reactors and detail as set forth bei
to review changes iling water reactors. A fuel cost (1) Actual test per
in the cost of fuel rider will then be determmed related revent |based upon the difTerence between expenses for :and the fuel com- the fuel costs thus established and system and foi I
ponent of pur, the base fuel cost component of retail operata l
chased power. the rates established in the util. (2) Test penod kV i.

ity's most recent general rate for weather, et !

(c) For each utility generating eleetne case. The foregoing normalization
usa c. Said no )

-

power by means of fossil and/or nuclear requirement assumes that the sha{1 be forfu21 for the purpose of furnishing North Commission finds that an abnor. system and for j

Carc, lina retail electric service, the Com. mality having a probable impact i retail operstic |minsion shall schedule an annual public on the utility's revenues and ex. ogy used for jhearing pursuant to G.S. 62133.2(b) in penses existed during the test
_ shall be thecrder to review changes in the cost of fuel ;

and the fuel component of purchased (2) , period. adopted by tl i
The fuel cost as described above - any, in the ut |power. The annual fuel charge aQustment will be further modified through rate case. |heanng for Duke Power Company will be une of an experience modification !

neheduled for the first Tueaisy of May factor (EMF) nder. The EMF
. (3) AWusted test {

each year for Carolina Power & Light
- tion correspon

Campany,; the annual hearing will be rider will reflect the difference test period kW
between reasonable and pru. odology for sue I

scheduled for the first Tuesday of August dently incurred fuel cost and the be the same m '

each year: and, for Virginia 81ectne and fuel related revenues that were by the CommisPower Company, d/bla North Carolina
P wer, the annual hearing will be sched. actually realized during the test last general n |

,

uled for the second Tuesday of November period under the fuel cost compo. a4ustment by >

nents of rates then in effect. i.e., nuclear, foe:ch year.
(3) The fuel cost rider and the EMF storage, purch: (

:

(b) The test periods for the hearings to rider as described hereinabove the event thatbe held pursuant to paragraph (a) above wisi be charged as an increment is inconnstant iwill be uniform over time. The test period or decrement to the base fuel cost laation methoc !for Duke Power Company will be the component of rates established in Paragraph IcW1calendar year, for Carolina Power & Light the utility's previous general rate | pro forma cah
.!

Company, the test period will be the 12- case. presented inco.month penod ending March 31: and, for (4) The EMF rider will remain in 3 malization met j
.

N rth Carolina Power, the test penod will
be the 12 month period ending June 30. erTeet for a fixed 12 month period 3 in paragraph ( !

followmg establishment and will 3 (4) Cost of fuel cor l(c) The general methodology and proce- carry through as a rider to rates [ adjusted test p. jdures to be used in establishing fuel costs, established in any intervening a tion, meluding 4 (including the fuel cost component of pur- general rate case 8
chased power, shall be as follows: provided, however proceedings;

tion showing hc l
that such was derived. TL jt1) Puel costs will tye preliminanly carry through provision will not be based on iestablished utilizing the methocis relieve the Commission of its re- fuel pnees ine !and procedures approved in the sponsibility to determine the ren. test period, alth |utility's last general rate case. sonableness of fuel costs, other sion may con -except that capacity factors for than that being collected through pnees if test pei |
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ion facihties will | operation of the EMF rider, m any demonstrated to be nonrepresen.
ased generally on intervemng general rate case pro. Lative on an on gomst basis. Unit
ersge for nuclear ceeding. fuel prices shall melude dehvered
ities as reDeeted (5) Pursuant to G.S. 62 Ululet any fuel prices and burned luel er
ent North Ameri- overcollection of reasonable and pense rates an appropriate.
li:bility Council's pnadentiv incurred fuel costa to be @ The monthly f uel report and the
.tilibihty Report, refunded' to a utility's customers monthly base load power plant
!ct umque, inher- through operation of the EMF performance ieport for the inst
ics of the utihty rider shall include an amount of month in the test penod and any
not hmited to interest, at such rate as the Com- information required by NCUC

>r less in age and mission determmes to be just and Rules R8 52 and R6 53 for the test
Th) nauonal av- reasonable, not to exceed the genod which has not already been

fretor for nuclear maximum statutory rate. nled with the Commission. Fur-
ilities shall be (d) Each electric utility, as a minimum, ther, such information for the
.ost recent 5 year shall submit to the Commission for pur- complete 12. month test permd
o end shall be poses of investigation and hearing the shall be provided by the company
iropriate, for both Information and data m the form and to any mtervenor upon request.
ter re:ctors and dotati as set forth below: (6) All workpapers supporting the cal-
actors. A fuel cost (1) Actual test pened kWh sales, fuel culations, adjustments and nor-
2 be determined related revenues, and fuel related malitations desenbed above.
lifference between expenses for the utility's total (7) The nuclear capacity ratingts) in
.ts established and system and for its North Carolina the last case 'and the ratingte)
xt component of retail operations. proposed in this proceeding. If
inhed in the util- (2) Test penod kWh sales normalized they difTer, supportmg justifica.
:nt general rate for weather, customer growth and tion for the change in nuclear
ing normalization i usage. Said normalt' sed kWh sales capacity raungts) since the last
isumes that the ' shall be for the utility's total rate case.
:La that an abnor- system and for its North Carolina (e) Each utility shall file the informa-ii prob:ble impact retail operations. The methodol. tion required under this rule, accompanied
rev:nues and ex- ony used for such normalization by workpapers and direct testimony and
during the test I sEall be the same methodology exhibits of expert witnesses supporting the

adopted by the Commission, if information filed herein, and any changes
i described above i any, in the utility's last general in rates proposed by the responirt <tf
modified through i rate case, any), at least 60 days prior to the heanng
sace modification ! (3) A@usted test period kWh genera. Nothing in this rule shall be construed to
rider. The EldF j tion corresponding to normalized require the respondent utility to propose a
et the difiennee test period kWh usage. The meth. change in rates or to utilize any particular,

uble and pru- , odology for such aQustment shall methodology to calculate any change in
fuel cost and the i be the same methodology adopted rates proposed by the respondent utthty in
enues that were

by the Commission in the utility's this braceeding,e respondent utility shall publish
'

i during the test I last general rate case, including (O
> fuel cost compo- a@ustment by type of generation: a notice for two (2) successive weeks in a'

h:n in effect. i.e., nuclear, fossil, hydro, pumped newspaper or newspapers having general
lir and the EMF : storage, purchased power, etc. In circulation in its service area, normally
bed h:reinabove i the event that said methodology beginning at least 30 days prior to the

'

as an increment is inconsistent with the nonnal. hearing, notifying the public of the hear-
the base fuel cost I isation methodology set forth in ing before the Commission pumuant to
tes catablished in { paragraph (c)(1) above, additional G.S. 62133.2(b) and setting forth the time
ritus general rate pm forma calculations shall be and place of the hearing..

presented incorporating the nor- (g) Persons having an mterest in said
will remain in malisation methodology reDected heanng may file a petition to intervene

.12 minth period in parsgraph (c)(1). netting forth such interest at least 15 days
ishmInt and will | (4) Cost of fuel corresponding to the prior to the date of the hearing. Petitions
a o rider to rates j a@usted test period kWh genera- to intervene filed less than 15 days prior to
eny intervening tion, including a detailed explana- the date of the hearing may be allowed in
ase proceedings, I tion showing how such cost of fuel N Acretion of the Commission for good 1

ver, that such I was derived. The cost of fuel sN muse shown. J
rovision will not t| be based on end of period unit (hs The Public Staff and other interve- g,

miasion of its re- fhel prices incurred dur'.ng the nors shall C!= direct testimony and ex-
etermine the rea- j| test penod, although the Commis- hibits of expert wdesses at least 15 days '8,

8fuel costs, other sion may consider other fuel prior to the hearing date. If a petition to
collected through j| prices if test period fuel prices are intervene is filed less than 15 days prior to j
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the hearing date, it shall be accom The amendment aated Januaiy 25.1990. rewm, g ,f!I'd b the
by any direct testimony and exhibanied ;its of this rule

f ahould anticipate 'P ans and evaluatexpert witnesses the intervenor intends to l.

oHer at the hearing. ARTICt2 11.(i) The burden of proof as to the cortect- cost integrated reso
| ness and reasonableneas of an charge and Least Cost Integrated Resource tyipgrox

at,is

g as to whether the test year uel expenses Plannmg. vwere reasonable and prudently incurred nled b the utilitit(g Miew. The C!! shall be on the utility. For purposes of .

y determining the EMF rider, a utility must Rule R8 56. General. by 0.S. 62110.1(c;
Iachieve either (a) an actual systemwide (a) Purpose. The purpose of least cost i state and federal ag

utilities in North C,
;;; nuclear capacity factor in the test year integrated resource plann.ing is to ensure '

, that is at least equal to the systemwide that each regulated electric utility operat. information in ana
g nuclear capacity factor used for setting. )the ing in North Camlinn is developing reh. nosda for expansion

rate in effect during the test year or ( an able projections of the long range demand' facilities in North-
,

q average systemwide nuclear capacity fac. for dectricity in its service area and a Staffis required by.

tor, based upon a two year simple avera e combination of reliable resource option * the Commiam ",

g of the systemwide capacity factors actual y for rneeting the anticipated demands in a
rarf8" 7,c igg

e needs for exp
experienced in the test year and the pre- cost effective manner. These rules are y, g3O 1. Public hez

,,

ceding year, that is at least equal to the intended to be consistent with the applica-
systemwide nuclear cafectacit factor used ble provisions of the North Carolina Gen. least cost iges an<

grate,

for setting the rate in ef uring the test crai Stetutes, but are not intended to by the uti.,

?. year, or a presumption will be created that rertrict or prohibit demonstration projects. Q Q* Pu$lej4 the utility incurred the increased fuel pilot programs or other experimental ven- y be achedexpense resulting therefrom imprudently tures.d
and that disallowance thereofis appmpri- l ** d*signated by.

(b) Ap licabilit
cable to barolina ho. These rules are appli.i ate. The utility shall have the opportunity P *lities and interveutiwer & Light Company.il to rebut this presumption at the hearing Duke Power Company, Nantahala Power public hearings bei.

and to prove that its test year fuel costs and Light Company, and Virginia Electric mum of 45 days aft
were reasonable and prudently incurred. and Power Company, d/b/a North Carolina _ many and exhibits~

To the extent that the utility rebuts the Power. (NCUC Docket N
g| presumption by the preponderance of the (e) Integrated Resource Plan. Each util- 12 @ 88.)evidence, no diaallowance will result. ity shall cevelop and keep current a least
6 tj) The hearing will generally be h, eld in cost integrated resource plan consisting of Rule R8 57. Loi23

the Hearing Room of the Commission at at lear,t the following components:
its oiTices in Raleigh, North Carolina. (1) A load forecast; The load forecasts| (k) If the Comnussion has not issued an (2) An integrated resource plan: and part of its least cosorder pursuant to G.S. 62133.2 within 120 (3) A short term action plan. rian shall include,days after the date the respond,ent utility id) Data. Each utility shall provide suen { lollowing:

-

has filed any proposed changes m its rates information and data as the Commission
(a) A descriptionand charges in this proceeding based solely requesta and deems necessary for proper

on the cost of fuel and the fuel component evaluation of the integrated resource plans prepare its
assumptions

of purthased power, then said utility may prepared by the utihty.
'
'

place such proposed changes into effect. If (es Filing. Each utility shall Gle its least description
such changes m the rates and charges are cost integrated resource plan and support- variables us
anally determined to be excessive, said ing testimony with the Commisanon at the (b) A tabulation
utility shall refund any excess plus inter- easts for at I
est to its customers in a manner directed times designated by the Commission. The including pez
by the Commission. utilities should anticipate filing such plans 5 mer and wi

(1) Each com approximately every two (2) or three i3 -

accounting withany shall follow deferred years. The Public Staff or any other inter- I
year' he [roj

annut
respect to the difTerence and tvenor may file a least cost integrated kbetween actual reasonable and pmdently resource plan of its own, or it may prepare n

rice in uct
foad managincurred fuel costs, including the fuel cost an evaluation of the least cost integrated

component of purchased power, and fuel resource plans filed by the utilities, or j loads for eat
casted annu

related revenues realired under rates in both. Any least cost integrated resource
eiTect. (NCUC Docket No. E-100, Sub 47. plans, evaluations, and supporting testi-

" (Ci il ghast lowe'

5'1/84: NCUC Docket No. E-100. Sub 47 mony prepared by the Public StafTor other forecast seen
S/14 86: NCUC Docket No. E 100, Sub 55. intervenors shafl be Oled at the times methods and
&27/88: 6/22'88 1/25/901 designated by the Commission. A reason- & WI ty n

able amount of time will be given for t ie ,

Edlier's Note. -- The amendment dated August Public StalT and other intervenors to eval- which addre
14. 1986 rwrote this rule unte the least cost integrated res( urce ta nty to at

i
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