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DOCKET NO.E-160, SUB 101

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Petition for Appraval of Revisionsto ) ORDER APPROVING REVISED
Generator Interconnection Standards }  INTERCONNECTION STANDARD
)  ANDREQUIRING REPORTS AND
) TESTIMONY

HEARD:  ‘Monday, Jariuary 28, 2019, at 2:00 p.m., in Commission Hearing Room 2115,
Dobbs Building, 430 North Salisbury Street, Raleigh, North Carolina

BEFORE: Chairman Edward S. Finley, Jr.;! Presiding; Commissioners ToNola D. Brown-
Bland, Jerry C. Dockham, James G. Paiterson, Lyons Gray, Daniel G. Clodfelter,
and Charlotte A. Mitchell

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

Jack E. Jirak, Duke Energy Corporation, P.O. Box [552/NCRH 20, Raleigh, Noh
Carolina 27602

E. Brett Breitschwerdt, McGuireWaods, LLP, 434 Fayetteville Street, Suite 2600,
Raleigh, North Carolina 27601

For Virginia Electric and Pawer Company, d/b/a Dominion Energy North Carolina:

Andrea R. Kells, McGuireWoods LLP, 434 Fayetteville Street, Suite 2600,
Raleigh, North Carolina 27601

For North Carolina Sustainable Energy Association:

Peter H. Ledford, General Counsel, and Benjamin Smith, Regulatory Counsel,
North Carolina Sustainable Energy Association, 4800 Six Forks Road, Suite 300,
Raleigh, North Carolina 27609

For Interstate Renewable Energy Courcil:

Laura Beaton, Shute, Mihaly & Weinberger LLP, 396 Hayes Street, San Francisco,
California 94102

! Chairman Edward 5. Finley, Jr., resigned from the Commission effective May 31, 2019, and did not
participate in this decision.



GENERAL ORDERS—ELECTRIC

Lauren Bowen, Southern Environmental Law Center, 601 West Rosemary Street,
Suite 220, Chapel Hill, North Carolina-27516

For North Carolina Clean Energy Business Alliance:

Karen Kemerait, Fox Rothschild, LLP, 434 Fayetteville Street, Suite 2800, Raleigh,
North Carolina27601

For North Carolina Pork Council;,

Kurt J. Olson, The Law Office of Kurt J. Olson, P.O. Box 10031, Raleigh, North
Carolina27605

For Cypress Creek Renewables:

Benjamin Snowden, Kilpatrick, Townsend & Stockton LLP, 4208 Six Forks Road,
Suite 1400, Raleigh, North Carolina 27609

For the Attorney General:

J¢nnifer Harrod.and Teresa Townsend, Special Deputy Attorneys Generzal, North
Carolina Department of Justice, 14 West Edenton Street, Raleigh, North Carolina
27603

For the Public Staff:

Tim R. Dodge and Layla Cumrings, Staff Attorneys, Public'Staff —North Carolina
Utilities Commission, 4326 Mail Service Center, Raleigh, North Carolina 27699

BY THE COMMISSION: On May 15, 2015, the Commission issued an Order Approving
Revised Interconnection Standard (2015 Order) in this docket approvinga revised version of the
North Carolina Interconnection Pracedures, Forms and Agreements (collectively referred to asthe
NC Interconnection Standard). In ordering paragraph 3 of ‘the 2015 Order, the Commission
directed the Public Staff — North Carolina Utilities Commission (Public Staff) to convene a
workgroup within two years afier the2015 Order to determine if the NC Interconnection Standard
needs revising or whether it should remain unchanged; and to reportto the Commission on any
recommendations from the. stakeholder group within four months from the first meeting of
the group.

Pursuant to the directive of the 2015 Order, on May 9, 2017, the Public Staff convened an
initial planning meeting for the stakeholder process and recommended Advanced Energy
Corporation (Advanced Energy) be retained to facilitate the stakeholder discussions. Advanced
Energy facilitated four larger interconnection stakeholder meetings on June 1, July 14, August 8,
-and September 6.0£2017.

‘On July 27,2017, the Governor signed into law House Bill 589, §.L. 2017-192 (HB 589).
Part VII of HB 589 amended N.C.-Gen. Stat.. § 62-133. 8(1)(4) and directed the Commission to
adopt rules to provide for an expedited interconnection review process for swine and poulry
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waste-to-energy facilities 2 MW or less in size to help achieve the animal waste set-aside
objectives in-N.C. Gen. Stat. §§ 62-133.8(e) and (I).

On September 15, 2017, the Public. Staff filed'a motion requesting that the Commissicn
grant an extension of time to December 15,2017, for the filing-of its report on the stakeholder
process. The motion was subsequently granted by the Commission on September 28, 2017.

On December 1'5, 2017, the Public Staff submitted its report to the Commission together
with a redlined version ofithe NC Interconnection Standard that had been assembled by Advanced
Energy, which identified comments and proposals from various parties.

On December 20, 2017, the Commission issued an Order Requesting Comments,
requesting parties to file initial and reply comments on'the Working Group Recomméndations on
or before January 22,2018, and February 23, 2018, respectively.

On January 18,2018, the North Carolina Sustainable Energy Association (NCSEA) filed
a Motion for Extension of Time to file initial comments. On January 22, 2018, the Commission
issued an order granting NCSEA's' motionand extending the date For filing of inilial comments to
January 23,2018, which the Commissionamended by Errata Order on January23, 2018, to instead
extend the time period for filing initial comments to January 29,2018.

On January 29, 2018, Initial Comments were. filed by the Interstate Renewable Energy
Council (IREC), the North Carolina Pork Council (NC Pork-Conncil), and NCSEA. Duke Energy
Carolinas, LLC (DEC), together with Duke Energy Progress, LLC (DEP), and Dominion Energy
North Caroliza (DENC) also filed Joint [nitial Comments on the same date. .

'On January 30, 2018, the Utilities filed a Revised Attachment to their Joint Initial
Comments.

On February 12, 2018, the North Carolina- Clean Energy Business Alliance (NCCEBA)
filed a Petition to Intervene, which was granted by the Commissipn on Febroary 13,2018,

On February 21, 2018, the Duke Utilities and the Public Staff filed a Joint Motion for
Extension of Time, requestingthat the time to file reply comments be extended to March 12,2018,
which was granted by Commission Order issued March: 1, 2018.

On March 12, 2018, Reply Comments were filed by NCCEBA, IREC, and NCSEA. On
the same date, the Utilities filed Joint Reply Comments. The Duke Utilities also filed Additional
Reply Comments.

On May 7, 2018, Duke Energy Renewables, Inc., filed a Petition to Intervene, which was
granted by the-Commission on May 22,2018,

! This Order refers to DECand DEP jointly as “Duke” or“the Duke Utilities,” and all three utilities, meleding
DENC, jointly as“the Ulilities.”
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On July 30, 2018, the Duke Utifities filed a Motion for Approval of CPRE-Relsted
Modifications to the North Carolina Interconnection Procedures. On August 1, 2018, NCSEA and
IREC filed a Joint Response to the Duke Utilities” motion.

On August 10, 2018, the Commission issued an-Order Scheduling Hearing, Requesting
Comments, and Extending Tranche 1 CPRE [Competitive Procurement of Renewable Energy]
RFP Solicitation Response Deadline. The Order.directed all parties to file. initial comments on
interim  modifications to the NC Interconnection Standard relating to Duke Energy’s
CPRE Program on or before August 24, 2018, and reply comments on or before
September 10, 2018, and any petitions to intervene on or before September 21, 2018. The Order
also scheduled an oral argument on the interimmodifications to the NC Interconnection Standard
to be held on September 17,2018, Further, the Order réquired direct testimony and exhibits of the
Utilities to be filed on or before September 5, 2018, direct testimony and'exhibits of the Public
‘Staff and other interveners to be filed onor before September 28, 201 8, and the rebuttal testimony
of the Utilities to be filed on or before October 12,2018, and scheduled anevidenfiary hearing on
proposed revisions to the NC Interconnection Standard for October 22, 2018,

On August 24, 2018, the Public Staff, IREC, NCCEBA, and the Duke Utilities filed Initial
Comments én the interim modifications to the NC Interconnection Standard, and DENC filed a
Letter in Lieu of Commenis.

On August 30, 2018, the Commission rescheduled the evidentiary hearing to January 28,
2019, extended the deadline for petitions to intervene to be filed on ér'before November 12; 2018,
‘and ordered all direct testimony.and exhibits to be filed on or before November 19, 2018, and all
rebittal testimony to be filed on or before December 17,2018.

On September 6, 2018, the Duke Utilities requested an extension of time for all parties to
filereply comments on the interim modifications to the NC Interconnection Standard relating to
Duke Energy’s CPRE Program. On September 7, 2018, the Commission granted an extension of
fime for all parties to file reply commeénts from September 10,2018, to September 12, 2018. Alo
on September-7, 2018, First Solar, Inc. (First Solar), filed a Petition to Intervene, which was.
granted by the Commission on September 28, 2018.

‘On September 12, 2018, the Public Staff réquested ari extension of time from September
12,2018, to September 19,2018, forall parties to file reply comments on the interim modificatidns.
to the NC Interconnection Standard. On September 13,2018, the Commission granted the Public.
Staff’s motion for extension and rescheduled the oral argument on the interim modifications. & the:
NC Interconnection Standard to September 24, 2018,

On September 19, 2018, Reply Comments on the intérim medifications to the
NCnterconnection Standard were filed by NCSEA, First Solar, the Public Staff, IREC,
NCCEBA, and Duke. On September 20, 2018, Reply: Comiments were filed by the.
NC Pork Coungil.

On' September 24,2018, oral argument was held, with appearances made by the Duke-
Utilities, NCSEA, IREC, the NC Pork Council, NCCEBA, and the Public Staff. On Seplernber 28,
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2018, Duke filed Post-Hearing Responses to Commission: Questions in which it provided
additional information relative to questions that had been raised during the oral argument.

Also on September 28, 2018, the Commission issued an Order entitled Request for
Clarification of Statements Made During Oral Argument in which the Commission required Duke
to clarify its oral argument comments by a filing due on October 1, 2018, On October 1,2018, the
‘Duke Utilities filed a response to the Commission’s September. 28 Order, as did the Public Staff.

On October 5, 2018, the Commission issued its Order Approving Interim Modifications o
North Carolitia Interconnection Procedures for Tranche 1 of CPRE RFP, approving modifications
td the NC Interconnection Standard necessary-to implemient the Duke Utilities® CPRE Program:
‘The Commission issued an Errata Order correcting the Appendices of the October 5 Order on
Oclober9,2018.

On November 9, 2018, Cypress Creek Renewables (Cypress Creek) filed a Petition to
Intervene and a Motion for Partial Stay of the Commission’s Qctober 5, 2018 Order..On that same
day, the Commission granted Cypress Creek’s Petition to Intervene.

On November 13, 2018, the NC Pork Council filed a Petition to Intervene, which was
granted by the Commission on November [4, 2018,

On November 19; 2018, the Commission granted Cypress Creek’s motion to stay the
effectivencss of ordering paragraph 2 of the Commission’s October 5; 2018 Order.

On November 19, 2018, the Duke. Utilities filed the direct testimony of Gary R. Fréeman
and the direct testimony and exhibits of Jeffrey R. Riggins and John W. Gajda; DENC filed the
direct testimony and exhibit of Michael J. Nester; the Public Staff filed the direct testimony and
exhibits of Jay B. Lucas and Tommy C. Williamson; NCSEA filed the direct testimony and
exhibits of Paul Brucke; IREC filed the direct-testimbny.and exhibits of Sara Baldwin Auck and
Brian M. Lydic; NCCEBA filed the direct testimony of Robert J. Duke; and the NC Pork Council
filed the. direct testimony of Angie Maier. On November 20, 2018, NCCEBA filed the direct
testimony and exhibit of Christopher Norqual,

On November 21, 2018, Cypress Creek filed a Petition for Limited Waiver, ar in the
Alternative, For Modification to the North Carolina Interconnection Procedires.

On December 3, 2018, the Utilities and the Public Staff filed ajoint motion for extension
of time to file rebuttal testimony.

On December 6, 2018, the Commiission granted Cypress Creek’s petition for
limited waiver.

On December 7, 2018, the Commission granted the joint motion for extension of time fo
file rebuttal testimony.

On December 18, 2018, the Duke Utilities made their compliance filing pursuant to the
Commission’s October 5, 2018 Order,
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‘On January 4, 2019, IREC filed a motion to bifurcaté or continue hearing.

On January 8, 2019, the Duke Utilities, DENC, the Public Staff, NCSEA, NCCEBA, and
IREC filed rebuttal testimony and exhibits of their withesses. NCCEBA also filed the rebuttal
testimony of witness Norqual as well as the rebuttal testimony of Michael R. Wallace and
Luke D. O’Dea.

On January 11, 2019, the Duke Utilities filed a corrected Rebuttal Exhibit JWR-4.

On January 14, 2019, IREC filed a motion to excuse wilness Lydic from the hearing
Subsequently, NCCEBA aind the NC Pork .Countilalso filed motions to excuse witnesses Duke
and Maier, respectively, on January 22, 2019, On January 23, 2019, the Commission granted
IREC’s, NCCEBA®s, and the NC Pork Council’s motions to excuse witnesses.

On January 25, 2019, the Duke Utilities filed an Agreementand Stipulation of Partial
Settlement:(Stipulation) by and between DEC, DEP, DENC, the Public Staff; and the NC Pork
Council, and included a Stipulated Redline of the NC Interconnection Standand
(Stipulated Redline).

On January 28, 2019, NCSEA filed a.motion for postponement of hearing, arid on that
same day the Duke Utilities filed a response opposing that motion. The Commission orally
dismissed NCSEA’s motion for postponement of hearing and otherwise held the evidentiary
hearing as scheduled that aftemoon.

Qn February 26, 2019, the Duke Utilities filed responses to requests that Commissioners
had made during the hearing. ’

-On March 14, 2019, the Public Staff filed a motion for extension of time to file proposed
orders and post-hearing briefs: On March 15, 2019; the Commissionissued an order extending the
deadline for filing proposed orders or other post-hearing filings to March 25,2019,

On March 25, 2019, the Utilities and the Public Staff filed a Joint Proposed Order, and the
Duke Utilities filed.a post-hearing brief. Post-hearing briefs also were timely filed by the Attomey
General’s Office, IREC, NCCEBA, and NCSEA. On March:29, 2019, the Duke Utilities filed an
additional version of Exhibit 1 to.the Joint Proposed Order of the Utilities and the Public Staff.

Based upon the foregoing and the entire record in this proceeding, the Commission makes
the following '

FINDINGS OF FACT
REVISIONS TO THE NCINTERCONNECTION STANDARD

1. With the exceptions noted below, the revisions to the NC Interconnection Standand
presented in the Stipulated Redline are reasonable, and it is appropriate fo apply them to
new and pending Interconnection Requests, as provided for in Section 1.1.3 of the NC
Interconnection Standard.
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2. New Section 1.8.3.4 of the Stipulated Redline is reasonable to facilitate' the
expedited study of Standby Generating Facilities.!

3. The proposed fees presented in the Stipulated Redline are a reasonable means to
recover the Utilities’ ongoing costs of processing generator Interconnection Requests, completing
Pre-Application Reports, processing changes of control, and otherwise administéring the
NC Interconnection Standard. [t is appropriate for the Utilities to provide a verified report by
March | of each year detailing their annual interconnection expenses and revenues and comparing
those amounts to prior years’ expenses and revenues,

4. It is appropriate and necessary to modify the NC Interconnection Standard so that
Interconnection Customers have 10-Business Daysto cure Utility requests for information in the
Facilities Study and System Impact Study processes; it is appropriate that failure to provide the
requested information within 10 Business Days should result in the Interconnection Request
being removed from the interconnection queue. The new policy should be. effective starting
July 15,2019, and the Utilities shall inform Interconnection Customers of this new policy by mail
by July 1,2019.

5. Modifications to Section 6.5 to specifically allow the Utilities to conduct
post-commissioning inspections are reasonable. It is appropriate that Interconnection Customers
should reimburse the Utility for the cost of such inspections. The Utilities should be required to
keep records of their inspection findings and costs.

MATERIAL MODIFICATION DEFINITION/
ADDING ENERGY STORAGE TO EXISTING SOLAR FACILITIES

6. Changes to Section 1.5 in the Stipulated Redline regarding the Material
Modification standard are reasonable and appropriate to ensure that installed Generating Facilities
or Interconnection Customers propasing modifications;, including the addition of energy storage,
are evaluated for potential impacts to'the Utility’s System or other customers prior to the Utility
accepting for installation the modification to the Generating Facility.

7. Itis appropriate for Interconnection Customers to provide hourly productionprofile
data with their Interconnection Requests as required in the Stipulated Redline, pending the filing
of additional information by the Utilities.

8. It is appropriate for the Utilities te host stakeholder meetings to discuss
development of an expedited study process for energy storage being added to an existing
generation site and to require the Utilities te file such a process for Commission consideration.

! Capitalized words are terms ofartused and defined in the NC [nterconnection Standard, which is attached
asan Appendix to this Order.
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EXPEDITED REVIEW OF INTERCONNECTIONS
FOR SMALL SWINE AND POULTRY WASTE FACILITIES

9. New Section 1.8.3.3 is reasonable to facilitaje the expedited study of Small Animal
Waste to Energy Facilities and implement the requirements of Part VII of HB 589, Session
Law2017-192.

FAST TRACK AND SUPPLEMENTAIL REVIEW PROCESSES

10.  The changes to the Section 2 and Section 3 study processes for small generator
Interconnection Customers presented in the Stipulated Redline are reasonable, IREC’s proposed
modifications to the Fast Track and Supplemental Review processes are not warranted at thistime,
It is appropriate for the Duke Utilities to consult with thé Electric Power Research Institute (EPR])
regarding the Section 3 Fast Track and Supplemental Review study processes and provide a repont
1o be filed with tie Commission regarding potential modifications ata Technical SiandardsR eview
Group (TSRG) meeting in the third quarter of 2019,

11.  ltisappropriate to require the Utilities to post information on their interconnection
websites describing the technical s¢reens and standards they apply during Supplemental Reviews.
It is appropriate that the Utjlities change these screens and standards as necessary to assure that
new generator interconnections do not impair the safety and reliability of the électric-grid.

DISPUTE RESOLUTION PROCESS

12, The Stipulated Redline’s modifications to Section 6.2 of the NC Interconnection
Standard result in a reasonable process to-facilitate resolution of disputes between Interconnection
Customers and the Utilities.

SURETY BONDS ANDREFUNDS

13. It is reasonable to require the Utilities to develop a standard surety bond that is
acceptable to the Utility and make it available to Interconnection Customers to use as financial
security for Intérconnection Facilities.

14.  The Stipulatéd Redline’s modifications to Aricle 6, Section 6.1.1 of the
Interconnection Agreement are appropriate, with additional modifications to be made by the
Commission, to provide for the réfunding of unspent amounts for Interconnection Facilities if an
Interconnection Customer cancels its Generating Facility.

TECHNICAL.STUDY: PRACTICES. AND COMMUNICATIONS

I5.  The Duke Utilities” Method of Service Guidelines are reasonable and reflect Good
Utility Practice in North Carolina. It is appropriate that these and similar DENC guidelines evolve
overtime with increased penetration of distributed generation in order to ensure the safety, power
quality, and reliability of the power delivery system for eleciricity consumers. It is appropriate for
the Utilities to (1) file significant new screens, studies, or major study changes in their application
of the NC Interconnection Standard with the Commission for information purposes, (2) post the
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information on their websites, and {3) for the:Duke Utilitics, to present any planned changes for
discussion at TSRG meetings.

16, The Duke- Utilities’ formation of the TSRG in 2018 is a reasonable initiative to
promote {ransparency and technical understanding between the Duke Utilities, Interconnection
Customers, and the Public Staff,

17.  The TSRG shall be an iriformation-sharing and discussion forum' convened and
organized by the Duke Utililies, with continued participation by the Public Staff and generation
developers. At TSRG meetings, the Duke Utilitiés shall make reasonable efforts to continually
inform the Public Staff, Interconnection Customers, and solar developer advocates of new or
changing engineering and technical standards within the interconnection process.

18. It .is appropriate for the Duke Utilitics to continue posting agendas, presentations,
detailed meeting minutes, and other details of the TSRG 10 its website as prompitly as possible.

TIMELINE ENFORCEMENT MECHANISM

19.  Itis notappropriate atthistime to i 1mposea timeline enforcementmechanism in the
NC Interconneétion Standard.

QUEUE MANAGEMENT REPORTING

20.  The Duke Utilities’ commitments to enhance queue status reporting .as
recommended by the Public Staff are appropriate and should be approved.

21.  IREC’s proposed reporting requirements should not be adopted at this time.
HOSTING CAPACITY MAPS

22, It is not necessary to require the Utilities to pursue hosting capacity maps at
this time,

WORKING GROUPS

23.  The Duke Utilifies’ commitments in the Stipulation to implement a stakeholder
process to develop a group study proposal are reasonable and appropriate.

24,  Itisappropriate for the Utilities to conduct stakeholder meetings in 2020 {o consider
how to address IEEE Siandard 1547-201 8 in the NC Interconnection Standard, including the use
of software-based controls for limiting a generaior’s cutput,.and fo report to the Commission as to
the status of this effort by August 1, 2020,

COST OF SERVICE IMPACTS OF DISTRIBUTED GENERATION

25.  All users of the distribution grid, electricity customers as well as generafion
interconnection customers, benefit from the distribution grid and should be:responsible for the
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costs of operating and maintaining it. It is appropriate to.require Utilities to constder all grid users
iri their cost of service studies:

REVISIONS TO THE NC INTERCONNECTION STANDARD
EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 1

The evidence supporting this 'finding of factis contained in the Stipulation and the
Stipulated Redline, and the testimony and exhibiis of Duke witnesses Gajda and Freeman,
DENC witness Nester, [REC witness Auck, and Public Staff wilnesses Lucas and Williamison.

In the Stipulation, the Public Staff, DEC, DEP, DENC, and .the. NC Pork Council {the
Stipulating Parties) stated that the Utilities in their January 29, 2018 Initial Comments included a
sct of proposed modifications to the NC Interconnection Standard. The Stipulating Parties
developed additional medifications over the past year as a result of dialogue among the parties
and additional changes identified by the Duke Utilities, and those further proposed modifications
(Revised Modifications) were attached to the. January 8, 2019 rebuttal testimony of Duke
witness Gajda.

The Stipulation stated thatin the interestof narrowing the issues in-dispute; the Stiputating
Parties sought to identify those portions of the Revised Modifications that were supported by the
Stlpulatmg Parties, and the resulting modified version of the NC Interconnection Standard was.
attached 10 the January 25,2019 Agreement and Stipulation of Partial Settlement as the Stipulated
Redline. The Stipulation stated that the Stipulated Redline is substantially the same as the Revised
Modifications, with the following changes:

1) The Utilities agreed to the proposed modifications to Section -6.2 of the
NC Interconnection Standardrelated to the dispute process that were includedin Public
Staff witness Lucas® direct testimony.

2) The Utilities agreed to the proposed changes to Section 1.5 of the NC Intercormection
Standard that were included in Public Staff witness Lucas® rebuttal testimony.

3) The Utilities and the Public Staff agreed to support clarification of new Section 1.83.3
of the NC Interconnection Standard to provide thata Small Animal Waste Facility,
upon beingdesignated a Project B, shall be the next project B studied under Séction 4.3,
regardless of Queue Number.

The NC Pork Council also signed onto the Stipulation to support the revisions to
Section 1.8.3.3, but did not take a position with regard to other proposed modifications to the
NC Interconnection Standard,

Duke witness Freeman testified that the Stipulation reflected the Stipulating Parties” full
agreement upon a set of modifications to the NC Interconnection Standard, and also included
certain specific modifications requested by the NC Pork Council: Witness Freeman also testified
that the Stipulation formalizes for the benefit of the: Commission what was already self-evident
from the hundreds of pages of filings made in this proceeding —that there was significant alignment

10
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amongthe Public Staff and the Utilities regarding reasonable and appropriate modifications to the
existing NC Tnterconnection Standard.

DENC witness Nester ‘testified that he believed the Stipulation to be an acceptable
resolution of the issues it addresses.

_ AREC wites§ Auck testified that IREC dgreed with the-réquirément in the.Stipulation that
Duke consult with EPRI on its Fast Track and Supplemental Review processes, but believed that
the review should be done independently, with Commission oversight, and that other stakehoiders
should have thé oppoitunity to.review and cominent on the findings of that review. Witness Auck
indicated that IREC did nothave a firm position on-the other components of the Stipulation.

Public Staff witnesses Lucasand Williamsonalso supportedthe Stipulation. Witness Lucas
testified that the Stipulation helped-¢larify the.expedited review process for animal waste projects
less-than 2 MW in capacity. In addition, the Stlpulatmn resulted in the Utilities agreeing to the
Material Modification-and dispule resolution revisions proposed by the Public Staff. Witness
Williamson- testified that'as-a result of the:Stipulation, the Public Staff agréed to withdraw its
recommendations for an independent review of the entire North Carolina interconnection process
and-a stakeholder discussion focused on the project A/B. desngnﬂtmn He statéd that in exchange,
the Duke Utilities agreed'to (1) initiate a stakeholder process in'the first quarter of 2019 regarding
a grouping study process, and (2)make filings réparding that process to FERC and the
Commission by July 2019, Willlamson stated further that Duke agreed to consult with EPREabout
the Fast Track and Supplemental Review processes and to:provide a- summary report to the TSRG
in the third quarter of 2019.

Witness Nester testified that ihe Utilities proposed to revise the timeframe under
Section5.2.4 for payment and financial security: for :an Inferconnection Agreement from
60 calendar-days to 45 Business' Days after delivery of the Interconnection Agreement for
signature: “While this revision may result in extendingthe timeframe for paymentdependingupon
the applicable month and holiday schedule, the average duration provided for payment under the
proposed 45 Business Daysis effectively the same as the 60 calendar days...

Discussion and Conclusions

As the Stipulation has not beerradopted by all of the pariies to this docket, its acceptance
by the Commission is governed by the standards set out by the North Carolina'Supreme Court in
State ex rel. Utils. Comm’n v. Carolina Util. Customers Ass’n, Inc., 348 N.C. 452, 500 S.E.2d 693
(1998) (CUCA 1), and State ex rel. Utils. Comm’n v. Carolina Util. Customers'Ass’n, Inc., 351
N.C. 223, 524 S.E.2d 10,(2000) (CUCA II).In CUCA [, the Supreme Court hield that

astipulation entered into by less than all of the parties asto any facts or issuesina'
.contested-case proceeding under Chapter 62 should be accorded full consideration
.and weighed by the Commission with all other evidence presentéd by any of the
parties in the proceeding. The Commission must consider the nonunanimous
stipulation along with all the evidencé presented and any otlier facts the
Commission finds relevantto the fairand just determination of the proceeding. The
Comimission' may even adopt the recommendations' or provisions of .the

11 -
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nonunanimous stipulation as long as the Commission sets forth its reasoning and
makes “its own independent conclusion” supported by substantial evidence on the
record that the proposal is just and reasonable to all parties in light of all the
evidence presented.

348 N.C. at 466, 500 S.E.2d at 703.

However, as the Court made clear in CUCA T, the fact that fewer than all of the parties:
have adopted a settlement does not permit a court to subject-thé Commission’s order adopting the
provisions of a nonunanimous stipulation to a “heightened standard” of review. CUCA I, 351
N.C.at 231, 524 S.E.2d at16. Rather, the Court hield that Commission approval of the provisions
of a nonunanimous stipulation “requires only- that the Commission mafk]e an independent
determination supported by substantial evidence on the record [and] satisfly] the requirements of
chapter 62 by independently considering and analyzing all the evidence and any other facts
relevant to a determination that the proposal is just and reasonable to all parties.” Id. at 231-32,
524 8.E2d at I6.

The Commission gives substantial weight to the testimony of the Public Staff.and the
Utilities” witnesses regarding the Stipulation. The Commission concludes that the Stipulaiion is
the product of the “give-and-take” of setilement negotiations between the Utilities and the Public
Staff, as well as the NC Potk Council, in an effort to appropriately balance the Utilities’ obligation
to manage. the interconnection process in a fair and efficient manner and to implement their
obligations under HB 589, Al the same time, the Stipulation provides improved transparency 1o
the Commission, the Public Staff, Interconnection Customers, and other patties interested in the
interconnection process in North Carolina.

Thus, the Stipulafion generally strikes a fairbalance between the interests of the Stipulating
Parties and Interconnection Cusiomers. As discussed above, and further detailed in the
Commission’s findings of fact and -subsequent discussions and coriclusions; the Commission has
fully evaluated the provisions of the Stipulation and concludes, in the exercise of its independent
judgment, that the provisions of the Stipulation are. just -and reasonable to all parties to this
proceeding in light of the evidence presented and serve the public.interest. The provisions of the
Stipulation sirike the. appropriate balance between the interests of the Utilities’ customers in
receiving safe, adequate, and reliable electric service at a reasonable cost, the interests of
Interconnection Customers in secking to interconnect to the grid in an efficient and transparent
fashion, the legistative goals of HB 589 in allowing for an-expeditéd process for interconnecting
Small Animal Waste to Enhérgy Facilities, and the interests of the Utiliies in meeting
their obligations to interconnect distributed generation in a fair, technically feasible and
non-discriminatory fashion.

Therefore, the Commission approves the. Stipulation and the Stipulaied Redline. The
changes approved in this Order will be effective upon issuance of this Order, except that they will
not apply to facilities that have a fully executed Interconneciion Agreement as of the date of this
Order. All facilities will be subject to this Order for the processing of Material Modifications and
ownership transfers. The Commission. discusses.major provisions of the Stipulated Redline and
makes other changes to the NC Interconneciion Standard as explained below.

12
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EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT-NO. 2

The evidence supparting this finding of fact is found in the Stipulated Redline and in-the
testimony of Duke witness Riggins, DENC witness Nester, and Public Staff witness Williamson,

Duke witness Riggins outlined the Utilities’ proposal to add new Section 1.8.3.4 to-the
NC'Interconnection .Standard to allow for expedited study of Standby Generating Facilities,
generators that operate in parallel with the grid only momentarily. Witness Riggins testified that
Standby Generating Interconnection Customers — typically hospitals and other industrial retail
customers with ensitive loads — only request to operate in'paralle! with the grid during the time
their load is transitioning back to the Utility Systém after a test or outage. Therefore, witness
Riggins explained that the Duke Utilities do.not: perform as'robust of a System Impact Study
‘analysis-for these Interconnection Customers as compared to “full power export” Inferconnection
Customers. Standby Generating Facilities are designed and opérated as Zero export generation, are
not interdependent, and, accordingly; haveno adverse effect on 6ther Interconnection Customers’
queue positions; Withess Riggins further testified that the Duke Utilities receive very few Standby
Generating  Facility Interconnection Requests in comparison :to  “full power export™
Inferconnection Requests. Because of these differences, witness Riggins testified thatthe Utilities’
proposal to evaluate Standby Generating Facilities-on an expedited basis apart from the traditional
queue is reasonable and.benefits commercial and industrial customers seeking to install this type
of generator at their facilities.

DENC witness Nester supported the Utilities” proposal to expedite the study process for
‘Standby Generating Facilities by designating such tacilities as Project As and studying them ahead
of other Section 4-studies, and testified that the propdsal would have no adverse effecton other
facilities” Queue Positions.

Public Staff witness Williamson also 'supporled the Utilitics’ proposed addition of
Section 1.8.3.4 in the Stipulated Redline, and explained that the proposal includes . adding this
definitiori of Standby Generating Faeility to the NC Interconnection Standard:

An electric Generating Facility primarily designed for standby: or backup power in
the-event of'a loss'of power supply from the Utility. Such facilities may operatein
parallel with the Utility for a brief period of time when transferring load back to the
Utilify afteran outage, orwhen testing thé operation of the Facility and transferring
load'from and back to the Utility.

Witness Williamson testified that this proposal will help customers to be prepared for
unexpected; énmiergency, or storm-reated Utility outages such as those experienced during and in
the aftermath of recent Hurricanes Michael and Florence, Witness Williamson stated that moving
Standby. Generating Facilities ahead in the study queue allows retail customers to expedite their
preparedness efforts with minimal disruption to other projects in the queue, and he agreed with the
Utilities that the propoesal would notmaterially impact the Queut Position of other Interconnection
Requests. He testified that Standby-Generating Facilities are not interdependentand do not have
an impact on the infrastructure capacity of the distribution grid.
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No party opposed the addition of Section 1.8.3.4 to the NC Interconnection Standard as
proposed in the Stipulation-and the Stipulated Redline.

Dis¢ussion and Conclusions

The Commission is persuaded by thie eviderice presented by the Utilities and'the Public
Staff thatthe dddition 6f new Section 1,83 4 -and the related definition of Standby Génerating
Facility ate reasonable and will enable the Utilities? commercial and industrial retail customers o
more efficiently interconnect momentarily-parallel standby generators to the Utilities’ Sy stems.
The Commission-agrees that due to the limited number of these ty pes of Interconnection Requests,
and the practical differences between a standby generatorand other generating facilities, expedited
approval of Standby GeneratingFacility Interconnection Requests will not materially impact other.
Interconnection Requests. In addition, no evidence has been presented suggesting that expedited
approval of Standby Generating Ficility Tnterconnection Requests will negatively impact the
interconnectionqueue. Further, like the Public Staff, the Commission supports the Utilities’ efforts:
to expedite customers’ preparédness efforts for unexpected, emergency, or Wweather-related
outages. Further, no party has opposed new-Section 1.8.3 .4 or the related definition as proposed in
the Stipulated Redline. Therefore, the Commission approves the.inclusion of new Section 1,8.3.4
and the related definition of Standby Generating Facility to the NC Interconnection Standard as
recommended by the Public Staff and the Utilities.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 3

The evidence supporting this finding of fact is found inthe Stipulation-and the.Stipulated -
Redline, and in the testimony and'exhibits of Duke witness Riggins, DENC witness Nester, Public
Staff witness Lucas, and IREC withess Auck,

The Stipulated Redline shows the following proposed fee changes:

1) The fee for filinga Pre-Application Report request would increase from $300 to $500
(Section 1.3.1 of the:NC Interconnection Standard).

2) Section 1.4.1.2 would bé amended to specifically allow the Utility to include its
overhead costs in Interconnection Request deposits, with those:deposits being applied
to the Utility’s.costs (including overheads).

3) Theé Interconnection Request Application Form would be amended so that for
Generating Facilities that are larger than 20 kW, butnot larger than 100k W, the fee
would increase:from $250 to $750. The sahie fee for facilities larger than 100 kW, but
not larger than 2 MW, would:increase from $500to-$1,000.

4) On the Interconnection Request Application Form, a' deposit-would be charged for
Supplemerital Reviews, with facilities larger than 20 kW, but not larger:than 100 kW,
paying-a $750 deposit; and facilities larger than: 100 kW, but not larger than 2 MW,
payinga $1,000 deposit.

14.
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5} The same Interconnection Requést Application Form would be amended to establish
deposits for Standby Generating Facilities, with a facility smaller than | MW payinga
$2,500 deposit, and a facility equal to or. greater than 1| MW paying a $5,000 deposit.

6) Finally, thatform would be further amended to ificrease the non-refundable processing
fee for a change in ownership from $50.to $500.

7Y The Interconnection Request Application Form For Interconnecting a Certified
Inverter-Based Generating Facility No Larger Than 20 kW woulid be amended to
increase the non-refundable processing fee from $100 to $200, and to clarify that the
current (and unchanged) $50 fee for processing a change of ownership is
nén-refundable.

Duke witness Riggins outlined the Utilities’ proposal to adjust the fees charged for small
generator Interconnection Request processing under Section 2 and Section 3 of the
NC Interconnection Standard as well as certain other types of work under the:'NC Interconnection
Standard. Witness Riggins explained that the increased fees are needed to more fully recover the
Utilities’ costs. Witness Riggins explained-that in 2016 the Commission directed DEC, and later
DEP, to track and more fully recover costs incurred to interconnect renewable energy generators
from Interconnection Customers..As a result, DEC and DEP implemented procedures to betler
track and recover interconnection-related costs from Interconnection Customers.

Witness Riggins further testified that the Duke Utilities have significantly under-recovered
their interconnection-related costs due to the increasing volume of Section:2 and Section 3
Interconnection Requests, coupled with the growing complexity of the Supplemental Reviews
completed under Section 3 of the NC Interconnection Standard. He siated thatthe Duke Utilities
in 2017 had under-recovered its costs for processing Section 2 and Section 3 requests by $871,674,
and similar under-recoveries through October of 201 8 totaled $741,529.

Witness Riggins testified that the inc¢reasing volumes of Interconnection Requesis
necessitate the Utilities spending increased-amounts of time and monies on the actual processing
of Interconnection Requests as well as processing Pre-Application Reports and changes of
ownership/contro] of the Generating Facility orthe Interconnection Customer. In addition, witness
Riggins testified that the Duke Utilities have-invested in technological improvements, as well as
additional staff, to more efficiently manage, track, and process Interconnection Requests.

Wilness Riggins detailed the types of overhead costs that the Duke Utilities incurto support
the interconnection process, including: (1) costs for personnel within Distributed Energy
Technologiesthat indirectly suppert the interconnection process through accounting, lechnical
standards, data management, and reporting; (2) processing overhead costs including costs to
manage and process interconnection related calls, applications, and payments for projects not
covered by fees; (3) costs for Account Management and Customer Operations, and Distribution
Protection and Control to respond to Supplemental Reviews and System Impact Studies; and
(4) technology costs, including Duke's Salesforce enhancement project.

DENC witness Nester testified that DENC supported (he fee proposal as reflected in the
Joint Utilities Redline-(which was subsequently made part of the Stipulated Redline). Witness
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Nester agreed that developers should bear interconnection costs because they are the causers of
such'costs.

Inhis pre-filed direct tstimony, Public Staff witness Lucastestified that the Commission
had previously directed the Duke Utilities not to recover interconnection-related costs through the
Renéwable Energy and Energy Efficiericy Portfolio Standard (REPS) Rider-and insiead to track
and more fully fecover interconnection-related costs through the interconnection process. Witness
Lucas stated that the Public Staff had not fully audited the proposed interconnection fees; and,
theréfore, be took no position on them, but réiterated the Public Staff’s overarching position that
the costs to process Interconnection Requests stiould be borne by Interconnection Customers and
not shifted to retail custoiners. Sitbséquent fo the filing of his testimony, the Public Staff wasa
signatory to the Stipulation, which includes the'fee changes deseribed above.

IREC witness Auck stated that the Utilities® proposed fee adjustments are unreasonably
large-and that the Utilities had not met their burden to justify the requested fee increases. Witness
Auck compared the proposcd fees to-interconnection fees charged in certain other qu‘lSdICthIlS,
and specifically took issue with the Utilities’ proposed increase in ‘the. change-in-ownership
procéssing fiee from $50 o $500, arguing that such a‘change violates' the regulatory principle of
gradualism and will cause “rate'shock.” Witness Auck concluded that the. Commission should
require the Utilitiés to better explain the need -fqrth'e-increase in fees, the efforts the Utilities are
taking to ensure that they are processing applications efficiently, and why costs have not gone
down despite efficiencies having been adopted. In addition, witness Auck requested the
Commission specifically require the Duke Utilities to explain the overhead costs referenced in the
proposed modification o Section. 1.4, 1.2 regarding Interconnection Request deposit costs,

On rebuttal, Duke witness Riggins provided additional support for the Utilities’ proposed
révisions to the. interconnection fees, including a“detailed breakdown of the Duke Ultilities®
interconnection expenses and revenues, Rebuttal Exhibit JTWR-3 showed the Dukoh]mcs histotic
uindér-recovery of théir interconnection-related expenses recoveréd through feesin 2017 and 2018
and also.projecied the increase in fees needed to allow thie Duke Utilities to more fully recoverthese
interconnection-rélated costs. Witness Riggins reiterated that the proposed fees were désigned not
for the Utilities to earn a profit or return, but instead only for the Utilities to recover théir actually
incurred interconnection-related: costs.

Witness Riggins further-testified that if the Commission determines it is appropriate to
more closely track year-over-year changes in the Duke Utilities” interconnection-related expenses
and revenues, the Diuke Utilities could:file a réport with the Commissionannually similar to his
Rebuttal Exhibit JWR-3. As an alternative fo establishing a new.annual reporting requirement,
witness Riggins stated:that to the-extent the Commission plans to review the NC Interconnection
Standard and interconnection process again in two {0 three years, theé Duke Utilities could instead
reportto the Public Staff and other stakeholders at that time whether changes in interconnection
fee volumesand expensessupport future adjustmients to fees charged underthe NC Interconnéction
Standard.

Witness Riggins- rebutted witness Auck’s confention that the Utilities” proposed fees.were

unnecessarily high as compared to other utilitics’ interconnection-related’ fees by providing
examples of otherutilities imposingsimilar or higher interconnection-related fees than those in the
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Stipulated Redline, Witness Riggins also testified thatit is challengingto compare interconnection
fees-across states and utilities due to differing eligibility and policy considerations, including
whether the feesare designed to fully recover interconnection-related costs or whether some costs
are permitted to be recovered through base rates. Witness Riggins provided a detailed
breakdown of the time and costs incurred to execute a change of control in support of the Utilities’
proposed increase to the change-of-control fee. He rebutted witness Auck’s argument that the
change-of-contro] fee change would violate the principle of gradialism by testifying that
Interconnection Customers pay-a one-time fee fora particular interconnection setvice as opposed
to fixed charges for service provided on an ongoing basis.

No other witnesses discussed the proposed fee changes. 1n.its post-hearing brief, NCSEA
stated that it opposed the proposed fee changes, asserting that the Utilities have not established
why they are needed. No other party took a position an.the proposed fee changes,

Discussion and Conclusions

Upon review of the evidence, the Commission concludes that it is appropriate to approve
the fee changes that were provided in the Stipulated Redline, along with addi{ional revisions in the
'NC Interconnection Standard in order to avoid confusion.

Based on Duke witness Riggins’ testimony, the Commission {inds that the Duke Utilities
are not recovering their costs of administering the interconnection process from Interconnection
Customers, and that the Utilities® adjusted fees are reasonably designed to allow the Utilities to
recover those costs more fully from Interconnéction Customers. In particular, the Commission
finds persuasive Duke witness Riggins’ rebuttal testimony and Rebuttal Exhibit JWR -3, which
detail the Duke. Utilities® under-recovery of fee-related interconnection costs over the past two
years, Rebuttal Exhibit JWR-3 also shows.that the Utilities’ adjusted fees will-allow the Duke
Utilities to more fully recovertheirdirectand indirectinterconnection costs through fees under the
NC. Interconnection Standard. The Commission finds that the information presented by witmess
Riggins provides reasonable support for the interconnection fee changes in the Stipulated Redline
and reasonably addresses IREC witness Auck’s econcerns, The Commission also notes that the two
parties that directly represent Interconnection Customers (NCSEA and NCCEBA) in ihis
proceeding did not provide expert witness testimony in opposition to the fees.

The Commission recognizes that when establishing fixed fees to recover future costs, the
amount of the fees is direetly impacted by the volume of Interconnection Requests received, and
the Duke Utilities have agreed to provide annual reporting on the year-over-year changes in
interconnection-related expenses and revenues, The Commission finds that this. additional
reporting is appropriate and will require the Utilities to file a vefified report by March 1 of each
yearon the volume of Interconnection Requests received, the amount of fees eollected pursuant to
the NC Interconnection Standard, and the Duke Utilities’ actual expenses incurred for
interconnection-related work.

The Commissicn also directs the Utilitics, to the greatest extent possible, to ¢ontinue to
seek to recover from Interconnection Customers all expenses {including reasonable overhead
expenses) -associated with supporting the generator interconnection process under the NC
Interconnection Standard. ’
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Finally, the Commission notes that as drafted, the Stipulated Redline contains an intemal
inconsistency as regards deposits for Supplemental Rewews in.the Section 3 Optional Fast Track
Process. For Section 3.4, the Stipulated Redline (with changes accepted) would state:

3.4 Supplemental Review

If the Interconnection .Customer agrees to a supplemental review, the
Interconnection Customer shall agree in writing within ten (10) Business Days of
the offer, and submit a deposit forthe éstimated costs orthe requestshall be deemed
to be withdrawn. The Interconnection Custofner shall be responsible for the
Utility’s actual costs forconducting the supplemental review. ... [Emphasis added ]

On the other hand, instead of basing the deposit on estimated costs the Interconnection
Request Application Form in the Stipulated Redline would establish a fixed deposit of $750 for
Supplemental Reviews if the Generating Facility islarger than 20 kW, butnotlargerthan 100 kW,
According to the Stipulated Redline, the deposit would be $1,000 if the Facility were larger than
100 kW, but notlarger than 2 MW. The Commission will resolve this- inconsistency by further
amending Section 3.4 as follows:

3.4 Supplemental Review

If the Interconnection Customer agrees to a supplemental review, the
Interéonnection Customer shall agree in writing within ten (10) Business Days of
the offer, and submit a-deposit of $750 (if the facility is larger than 20 kW but not
larger than 100 kW) or $1,000-(if the facility is larger than 100 kW but not larger

than 2 MW), fertheestimated-eestsorthe request shall be deemed to be withdrawn.

The Interconnection Customer shall be responstble for the Ulility*s actual costs for
conducting the:supplemental review. .

EVIDENCE AND CONCGLUSIONS FOR FINDING OF FACTNO. 4

The evidence supporting this finding of fact is found in the Stipulation and the Stipulated
Redling, and in the testimony and exhibifs of Duke witnesses Freeman and Riggins.

‘The Stipulated Redline proposes new language to be added to the System Impact Study
Agreement as follows:

RECITALS

4. A system impact study will be based upon the. technical information
provided by Interconnection Customer in the Interconnection Request. The Utility
reserves the right to request additional technical information from the
Interconnection Customer as may reasonably become necessary consistent with
Good Utility Practice during the course .of the system impact study. If the
information requested by the Utility is not provided by the Inter¢onnection
Customer within a reasonable timeframe to-be identified by the.Utility. in writing,
the'Utility shall provide the Interconnection Customer written notice providing an
opportunity to cure such-failuré by the close of business an'the tenth {10*) Business
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Day following the posted date of such notice, where. failure to_provide the
information refguested within this period shall resultin the study being'terminated
and the Interconnection Request being deemed withdrawn. The period of time for
the Utility. to complete the system impact study'shall be tolled during any period:
‘that the Utility has requested information in_writing from the Inicreonnection.
Customer necessary to complete the study-and such request is outstanding.

Similarly, the Stipulated Redline proposes new language to. be added to ‘the Facilities Study
Agreement as follows:

RECITALS

1. In cases where Upgradesare required, the facilities siudy mustbe completed
within 45 Businéss Days of the Utility’s receipt of this Agreement, or completion
of the Facilities Study foran Interdependent Project A whicheveris later. In
cases where no Upgrades- are necessary, and the required facilities are limited to
Interconnection Facilities, the facilities' study must be completed within
30 Business Days. The. Utility reserves the ripht to request additional
technical information from the Interconnection Customer. as may reasonably-
become necessary consistent with Good Utility Practice during the course of the
facilities study. If the information requested by the: Utility is riot provided by the
Interconnection Customer within a reasonable timeframe to be identified by the
Utility in writing: the Utility shall provide the Interconnection Customer writtén
notice providing an opporfunity to cure such failure by the ¢lose of business on the:
tenth (10%) Business Day following the pested date of such notice, where failure o
provide the information requesied within this period shall result ia'the stidy being
terminated and the Interconnection Request being deemed withdrawn. The period
of.time: for the. Utility to.completeé the Facilities Study shall be tolled during-any
period that the Utility hasrequested informationin wntmgfrom the Interconnection
Customer necessary to complete the Study and such request is outstanding,

Duke witness Riggins.introduced the Utilities’ proposal to formalize within the context of
the System Impact Study Agreement and Facilities Study Agreement the fact that the Utilities have
aright to requestinformation from the Interconnection Customer and to make cléar the process in.
the event that the Interconnection Customer fails o respond to such request: namely, a single.
10-day cure.period followed by withdrawal of the Interconnection Request from the queue.

On rebuttal, Duke witness Freeman explained that the DuKe Utilities have historically
provided Interconnection Customers cure periods for missed deadlines in a number of
circumstances during the System Impaet Study process, even though'this is not expressly required
by the NC Interconnection Standard. Based on this historic practice of offering cure-pétiods,
witness Freeman testified that the Utilities were now proposing to modify the NC Intercennection
Standard to memorialize a sinple [0-Business-Day cure period during both-the Facilities Study
and the System Impact Study processes-in the eventthat an Interconnection Customer fails to
réspond to a:request from the Utility.
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No party opposed the Utilities’ proposal io formalize a 10-Business-Day cure period in the
Facilities Study and System Impact Study processes.

Discussion and Conclusions

The Commission finds persuasive the testimony of Duke witness Freeman, which details
how the Duke Utilities have, in good faith, allowed cure periods for Intercohnection Customers:
The Commission also finds.persuasive the fact that no party opposes the formalization of cure
periods in the NC Interconnection Standard as provided for in the Stipulated Redline. Therefore,
the Commission concludes that. it is reasonablé to approve formalizing the Interconnection
Customer’s obligation to -tespond. lo, information requests, along with a standardized
10-Business-Day cure period and withdrawal'right; in the System Impact Study Agreementand
the Facilities Study Agreement, as presented in the Stipulated Redline.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 5

The evidence supporting this finding of fact is found in the Stipulated Redline, and in the
testimony and exhibits of Duke witness Gajda and DENC witness Nester.

Duke witness Gajda explained that the Utilities realized that a rigorous inspection process
is needed to ensure each génerator's Interconnection Facilities have been constructed consistent
with the Duke Utilities” generally applicable construction and design standards. While the
NC Interconnection Standard already permits such inspections under certain ‘circumstances,
witness Gajda explained that the modificationsproposed in the Stipulated Redline would éxpressly
establish a process for ongoing inspections of Generating Facilities. Today, Section 6.5 of the
NC Interconnection Standard allows the Utilities to inspect the Interconnéction: Custiomer’s
equipment as part of the commissioning process. With'the proposed amendments to Scction 6.5
(as well as parallel changes to Sections.2.1.3, 2.3, and 2.3.2 of the Interconnection Agreement),
the NC Interconnection Standard would ‘also- allow the Utilities to inspect an Interconnection
Customer’s equipment: (1) if the Utility had not done so prior to the facility commencing
operations; (2) periodically, as the Utility is inspecting its own facilities; and (3) in the event the
Utility becomes aware of any condition that could cause disruption or deterioration of service to
other customers or is imminently likely to endanger life or property. In all of these situations, the
amendments would provide that the Interconnection Customer is to pay the-Utility the actual cost
of the inspection within 30 Business Days of being invoiced by the Utility,

DENC witness Nester stated that DENC supports the Duke Utilities® proposal to madify
Section 6.5 to establish post~-commissioning inspections.

In its post-hearing brief, NCSEA stdted that it opposed the proposed changes to
Sections 2.1.3 and 2.3 of thé Inteféonnedstion Agreement becaiise “neither the Utilities nor the
Public Staff has provided any justification™ for the changes.

4

Discussion and Conclusions
The Commission finds Duke witness Gajda’s testimony persuasive regarding the need o

modify the NC Interconnection Standard to provide for post-commissioning inspections. It is
critical that the Utilities be in a position to ensure the safety and integrity of the grid, and the
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Commission suppotts the proposed periodic inspections, The Commiission notes that amendments
to the Interconnection Agreement will now ptovide a three-day window for the Utility to perform
its commissioning inspection; the Commission strongly supports the Utilitics availing themselves
of that opportunity to. the maximum extent possible. Further, it is appropriate that Interconnection
Customers reimburse the Utilities for periodic inspection costs, so long as those costs are
reasonable. To thatend, the Commission will require the Utilities fo includé information regarding
the number of inspections conducted each year and their costs in the March | fee report required
by Ordering Paragraph No. 3 -ofthis Order. In addition, the Utilities shall keep récords of their
inspection findings as that. information could be useful in adjusting the NC Interconnection
Standard in the future.

MATERIAL MODIFICATION DEFINITION/
ADDING ENERGY STORAGE TO EXISTING SOLAR FACILITIES

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 6-8

The evidence suppotting these findings of fact is found in the Stipulated Redline and in the
testimony and-exhibits of Duke-witnesses Freeman and Gajda; DENC witness Nester; NCSEA
witness Brucke; NCCEBA witnesses Norqual, O'Dea, and Waillace; and Public Staff
witness Lucas.

The Stipulaied Redline refines the definition of Material Modification via several lists of
potential changed circumstances. If the Interconnection Customer made one of the changes listed
in Section 1.5.1.] before the System Impact Study Agreement is signed, that change would trigger
a Material Modification, and the Interconnection Request would have to re-enter the queue. If the
Interconnection Customer made one of the changes listed in Section 1.5.1.2 after the
System Impact Study Agreement is signed, such a change would also trigger a Material
Modification, and again, the Interconnection Request would have to re-enter the queue.
Section 1.5.2.2 lists changes that would not be Material Modifications regardless of when they
were made. That list would include this new provision:

1.5.2.2.5 A change in .the DC system_configuration to_include additional

equipment that does nof impact the Maximum Generating_ Capacity, daily

production profile, or the proposed AC configuration of the Generating Facility
including: DC optimizers, DC-DC converters, DC charge controllers, power plant

controllers, and energy storage devices such that the output is delivered during the
same periods and with the same profile considered duringthe System Impact Study.

Similarly, this new section describes changes that would not be Material Modifications if
they are made before the System [mpact Study Agreement is signed:

1.5.2.1 The following are not indicia of a Material Modification beforé the Sysiem
Impact Study Agreement has been executed by the Intercopnection Customer:

1.5.2.1.1 A change in the DC system configuration to include additional

equipment including: DC optimizers, DC-DC converters, DC charge
controllers, power plant controllers, and eénergy storage devices, so longas
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the proposed charge does not violate any of the provisions laid out in
Section 1.5.1.1,

Several ‘witnesses tesiified that the varidus lists refining the definition of Material
Modification were the topic of much conversation among the stakeholders, and that many of the
changes were reached by consensus. However, the two provisions cited above that address energy
storage were the subject of éontroversy.

In addition, Duke witness Gajda toted that using the System Impact Study Agreement
execution date as the decision point for manyMaterial Modification determinations was not agreed
to among the Working Group 2 stakeholders.

Witness Gajda explained that any changes to the Generating Facility’s production profile
that are made after the System Impact Study Agreement hasbeen executed may result in incomect
study results that do not accurately capture how the Generating Facility will operate when it is
interconnected with the Utility’s System.

Witness Gajda explained thatthe Duke Utilities support new technologies such as storage:
However, for any Interconnection Requests where Duke has already begun the System Impact
Study, the Utility must have assurance that the agsumptions related to the proditction profile of the
Generating Facility are not invalidated by modifications. Only where the key elements of the
original Generating Facility remain unchanged, such as the facility’s daily production profile,
would the Duke Utilities allow the addition of equipment (such as energy storage) on the direct
current (DC) portion of the facility aftet initiating System Impact Study-and without considering
the addition to be.a Material Modification. Witness Gajida explained that under the Stipulated
Redline, if an Interconnection Customer chose to add battery storage to an already-submitted
Interconnection Request, any change to the production profile would constitute a Material
Modification if the Utility had already begun the System Impact Study. Further, the Customer’s
execution of the System Impact Study Agreement would mark the beginningofthe study, Witness
Gajda testified:

The production profile of a Generating Facility has become a more crucial
component going forward as independent generators seek more flexibility on how
the[y] operate their facilities. ... [Flailing to account for generation export at 6 AM
or at 8 PM, which might eceur where battery storage has been:added to a solar
facility, would produce incorrect study results since interconnection studies for
solar facilities typically do notaccount for operation at those times. Interconnection
studies also typically do notaccount for large loads (Such as battery charging).

He testified further that the proposed changes within the Interconnection Request Form and the
Material Modifications changes described above are “designed to better accommodate energy
storage fechnologies, while ensuring future safe and reliable interconnection operation....”

In addition to the fée changes described eatlierin this Order, the Stipulated Redline version
of the Interconnection Request. Application Form would include a mew requirement for an
Interconnection Custorner to providean hourly production profile for the Generating Facility. The
Form would require the Interconnection Customer to specify, for each hour of the day, the
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Facility’s maximum import and export in that hour, expressed:-as a percent.of the Maximum
Generating Capacity! being requested for.the Facility. Additional Stipulated Redline revisions o
the Interconnectioh‘quuest»Application‘Fonn state: “Power flow in excess of these [production
profile] levels during the corresponding hour shall be considered an Adverse Operating Effect per
Section 3.4.4 of the Intercontiection Agreement.” Section 3.4.4 states: “If, after notice, the
Interconnection Customer fails to remedy the adverse operating efféct within a reasonable.time, -
the Utility may disconnect the Generating Facility.”

DENC witness Nester testified to DENC?s' support for the Stipulated Redline, which
includes the revisions described-above.

NCCEBA witness Norqual disagreed with the addition of the phrase “and with the same
output profile” to-the indicia of changes to a Generating Facility that would-not constitute a
Material Modification after System Impact Study had begun. Witness Norqual testified that the
addition of this phrase largely excludes energy storage{rom being added to a solar facility without
triggering a Material Modification. Witness Norqual stated that based on his knowledge of the
study process, there does notappearto be technical merit forthe addition of the phrase as proposed
by the Duke Utilities. He argued that energy storage provides benefits to ratepayers, and that'
therefore, Interconnection Customers should be allowed 1o add energy storage to their
Interconnection Request and quickly be restudied without the Utility deeming the change to be a
Material Modification, so long as the addition would not increase the Facility’s overall output.
Thus, he festified in support of a substitute provision, which he stated had been approved by
Stakeholder Woarking Group 2, which would be in the list of items “not indicia of a Material
Modification”:

A change in the' DC system configuration to include additional equipment that does
not impact the Maximum Generating Capacity or the proposed AC configuration
of the GeneratingFacility including: DC optimizers, DC-DCconVertérs, DC charpe
controllers, powerplantcontrollers, and energy storage devices such that the output
is delivered during the same periods considered during the System Impact Study:

NCCEBA witness Wallace testified thathe had attended many of the stakeholder meetings,
and that the stakeholders did notagree thatchanges to the DC portion of a facility would be allowed

! The Stipulated Redline provides the following new definition in the NC Interconnection Standard’s
‘Glossary of Terms: .

Maximum Generating Capacity — The tenn shall méan fhie méximum continuous electriéal output
of the Genemting Facility at anytimeas measuredat the Pointof Interéonnection and the maximum
kW delivered to the Utility duringany metering period. Requested Maximum Generating Capaciy
will bé specified by the Interconneetion Customerin the Interconnection Request and anapproved
Maximum Generating Capacity will subsequently beincluded asa limitation in the Intercnnection
Agreement.

The revised Interconnection Request Application Form instructs the Customer; *Production profile; provide bebw
the maximum import and export levels (asa percentage of the Maximum Physical Export Capability. Requested) for
each hour of the day...” Since the Stipulated Redline deletes the cumrentterm (and its definition) for Maximum
Physical Export Capability, the Commission finds the reference to Maximum PhysicalExport Capability to be an
ervor and will substitutethe new term, Maximum Generating Capacity.
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“only if all elements of the production profile are considered because the production profile is not,
a typical element of the System Impact Study....” In his opinion, changes to the daily production
profile of a Generating Facility do not necessitate further study ofthe Facility to prevent inaccurate
study results for the short-circuit study, stability analysis, voitage drop and flicker analysis, and
production and set. point coordination studies, He further testified that even where the Duke
Utilities. are required to consider the power flow analysis again due to-a change in production
profile from the addition of energy storage, a Material Modification should not be triggered. He
reasoned thatsirice the addition of energy storage would not impact the vastmajority of the System
Impact Study results, and because the power flow: analysis requires only a minimal time
commitment of about § to 16 hours by the Utilities, even if the addition of DC-coupled energy
storage alters the daily production profile it should not trigger a Material Modification. Atthe
hearing, however, witness Wallace acknowledged that adding energy storage to a Facility could
impaect the stability analysis results of a System Impact Study.

NCSEA witness Brucke testified that the Duke Utilities” policy regarding the addition of
energy storage to a solar facility is unreasonable sincethe Duke Utilities consider any addition of
energy storage to be a Material Modification despite potential circumstances where the addition
of energy storage has no impact on the cost, (iining, or design of the Interconhection Facilities
or Upgrades:

For an.interconnection customer to proceed with a Material Modification, they must
resubmit their project and move to the back of the queue. Considering the length of
the gueue, the slow speed of processing projects thought [sic] the queue, and the
loss of queue-priority, this is nota practical option for most projects.

Witness Brucke recommended thatthe Utilities evaluate whether the addition of energy
storage is a Material Modification or not on a project-by-project basis, or, instead, establish a set
of guidelines to define additions that would specifically not be considered Material Modifications.
He recommended that the addition of DC-coupled energy storage to a solar PV project that does
not inerease the AC capacity.of the project or generate outside the time of day considered in the
project’s System Impact Study be considered a non-Material ‘Modification under the
NC Interconnection Standard.

NCSEA stated in its post-hearing brief that the Commission should approve the consensus
lanpguage regarding Material Modification that wasdeveloped duringthe 2017 stakeholder process
and reject the version in the Stipulated Redline.

NCCEBA witness (’Dea testified that Duke’s proposed changes.to the Interconnection
Request Application Form indicated “that a production profile is necessary even for new
interconnection requests for an energy storage facility.” He'stated that this is inconsistent with,
Section 7 of the System Impact Study Agreement which states:

The System Impact Study shall model the impact of the Generating Facility
regardless of purpose in order to avoid the further expense and intetruption of
operafion for reexamination of feasibility and impacts if the Interconnection
Customer later changes the. purpose for which the Generating Facility is
being installed.

24



GENERAL ORDERS-ELECTRIC

Witness 0’Dea testified that a key value of energy storage is the flexibility and multiple
use cases that storage can provide, and stated that limiting the operation-to a production profike
submitted at-an carly stage in the development of a facility is not supported with a technical
justification, and is in conflict with the NC Interconnection Standard. He further festified that
modifications to the DC system of a solar array do not modify the output profile, and that those:
changes are not indicia- of a Material Modification. Witness O'Dea testified that NCCEBA
supported the Working Group 2 langiiage (as quoted above by witness Norqual) “with the-
understanding that the output of the facility should not be restricted to a specific profile and that
the Maximum Physical Export Capability can be delivered at any time of day at which the studied
load cases are applicable.”

Inrebuttal, Duke witness Gajda testified thatthe proposed modificationto Section 1.5.22.5
was. necessary to avoid a latent ambiguity as to whether an Interconnection Customer could
generate the originally requested full output atany time between sunrise and sunset. Witness Gajda
stated that the assessment of exactly what hours of the day, and to what levels, energy storage
production might be a permissible modification without performing additional study would be
“subjective at best.” Witness Gajda emphasized that the complexity presented by Interconnection
Requests is growing, not diminishing, and that an uncontrolled storage device could be in a ¢harge
state, discharge stafe, or neutral state at any time, which adds to this complexity. As a result,
witness Gajda stated that the Duke Utilities® addition of langnage to Section 1.5.2.2.5 was out of
-an abundance of caution and to ensure that any study fully accounts for what will truly happen.
Witness Gajda noted that while the NC ‘Interconnection Standard allows some changes to
., DC configurations without-concern for the production profile, changes that impact production
profilés must be treated as material and require ré-study:

Duke witness Freeman testified that battery storage introduces additional complexity
because battefies “can go from instantanedus off to almost instantaneous on,” with more of a spike
than the intermittency expérienced with solar facilities. He testified that this “has huge iniplications
on ramping, It has huge implications on the equipment that’s on the distribution circuit ... it does
add a significant amount of complexity that does need to be studied in more detail.”

) Wilness. Gajda testified that, in his professional opinion, the addition of storage to &
solar-only facility should only be permitted after itis fully studied, and that given the amount of
“unknowns” about how batteries will be operated, itwould be imesponsible of the Utilities to allow
the.addition of storage without further study. During the hearing, witness Gajda agreed that if
DC-coupled energy were added to an existing solar facility, several of the System Impact Study
analyses would not be impacted, specifically the short circuit study and the protection study. On
the other hdnd, the thermial/voltage review and the stability study could be impacted by the
-addition, and would need to be studied, according to witness Gajda.

Public Staff withess Lucas testified that the Utilitics currently do not request a production
profile from-Intérconnection Customers, but that Duke usesa “standard self-generated production
profile during the System Impact Study that is developed from an equipment lisi that the
Interconnection Customer submits.” He testified further, “however, Duke Energy has stated that
with the addition of energy storage, production profiles can vary greatly.” He stated that “changes
to the -direct current or DC portion of the facility, including energy storage, should not
automatically constitute a material modification if the changes are requested prior to the execution
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of the System Impact Study Agreement.” He testified that the Utilities had agreed to the Public
Staff’s amendments to Section 1.5.1, and that they had been included in the Stipulated Redline.

Inits post-hearingbrief, IREC asserted thatthere should be an expedited process for energy
storage that is added outside the lime-periods already studied, arguing that storage: could provide
power at 8 am, or 6 p.m. “when Duke’s system experiences ifs highest loading and power is
needed most.™

In its post-hearing brief, NCSEA stated that it opposed the Stipulated Redline’s addition-
of production profile informiation on'the Interconnection Request Application Form, saying it is
unnecessary.

Discussion and Conclusions

Several parties noted that this issue, the appropriate way o process requests to add energy
storage to existing solar generation facililies, is the most important issue in this proceeding, It is
certainly the most complex.

From a technical perspective; the Commission finds persuasive the testimony of witnesses
who stated that energy storage has the ability to charge, discharge; or simply be in a neutral state;
these three states make energy storage fundamentally different from a generator, which typically
does not actas a lodd (or at least, not as a largé load). In addition, storage has the ability to ramp
up and down extremely quickly, almost instantly, presenting new challenges for the distribution
grid. The Commission finds that itis appropriate that the Utilities charged with providinga reliable
system for all customers be given the opportunity to fully study all energy storage devices before
interconnectingthem to the grid, Therefore, the Commission will approve the Stipulated Redline’s
provisions regarding Material Modifications. The Commission will aiso approve the proposal to
use the signing of the. System Impact Study Agreement as the trigger date for defining Material
Modifications. While it is true fhiat there might be a delay between the signature date and actual
start of the study process, the Commission finds that this milestone is straightforward and under
the Interconnection Customer’s control. ’

The Commission notes that only one witness; NCCEBA wiiness 0’Dea, opposed the
proposed new requirement in the Stipulated Redline that: Interconmection Customers provide
hourly production profile data in the Interconnection Request Application Form. He stated that
this new requirement would be inconsistent with Section 7 of the System ImpactStudy Agreement
which states:

The System Impact Study shall model thé impact of the Generating Facility

regardless of purpose in order to- avoid the further expense and interruption of
operation for reexamination of feasibility and imipacts if the Interconnection

Customer later changes the purpose for which the Generating Facility is being

installed. [Emphasis added.]

The Commission finds persuasive testimony that, as increasing numbers and types of
distributed resources seek to intereonnect to the grid, it will be necessary to study them in new and
different ways. However, the Commission agrées with witness O'Dea that this existing Section 7
in the System Impact Study Agreement is in tension with the Stipulated Redline’s proposed
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changes, specifically the requirement to provide hourly: production.profiles. In addition, in ‘its.
post-hearing brief, NCSEA argued that Interconnection:Customers should not be required to

submit production profile information-because “the Ultilities have not said that they would begin

usiig Generation Facility-specific production profiles in the study process.” The Commission
.agrees that it is not clear from the record how the Utilities will ‘use the production profile
information in the interconnection studies. The Commission is‘inclined to approve the provision

of the Stipulated Redline requiring the hourly production profile data. However, given the record
on this issue, it is appropriate to require that the Utilities file with the Commission, within

20 business days of the date of this'Order, an explanation of the purposes for which that data will
be used in studying Interconnection Requests, including the anticipated-impactin terms of time
and dollars, on studying Interconnection Requests, as well as the anticipated-results'or outcomes
of including these data in the study process. The Commission shall make a final decision onthis'
issue following such filing. Further, the Commission seeks comment from the Utilities on whether
Section 7 of the System Impact Study Agreement requires amendment.

Some of the testimony in this case, including from Utility witnesses, suggested that.the
process for re-studying an existing Generating Facility for the addition of energy storage could be
less resource- and time-intensive than the initial interconnection studies, especially if the site’s
maximum oulput remains unchanged. Because there could be System and retail customer benefits
if existing solar facilities were able to use.energy storageto shift their oulput away from those
times when the sun-is shining, or to -smooth the delivery of energy during times of sporadic
sunshine, the Commission will require Duke to host stakeholder and TSRG meetings dedicated to
this question and report back to the Commission by September 3, 2019. Further, the Commission
will require that the.reportinclude: (1) a streamlined process for efficiently studying the addition
of storage at existing generation sites and that builds upon the grouping study approach that is
already under development as required by the Stipulation; and (2) details-of how the addition of
storage 1o the direct current side of an existing generator would impact the facility’s original
System Impact Study results.

The addition of storage at an existing qualifying facility (QF) site raises additional issues
unrelated to the provision of interconnection service. The Commission will, therefore, issuc-a
separate concurrent-order in Docket No. E-100, Sub 158, Biennial Determination of Avoided Cost
Rates for Electric Utility Purchases from Qualifying Facilities ~ 2018, requiring the Utilities to file
testimony on thoseé related issues, to the extent that they have not already done so. Testimony by
the:Public Staff and.other Parties is encouraged.

EXPEDITED REVIEW OF INTERCONNECTIONS
FOR SMALL SWINE AND POULTRY WASTE FACILITIES

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9
The evidence supporting this finding of fact is found in the Stipulation and the Stipulated

Redline, and in the testimony and exhibits of Duke witness Riggins; DENC witness Nester, Public
Staff witness Lucas, and NC Pork Council witness Maier,
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Duke witness Riggins explained that Part VII of HB 589 amended N.C, Gen. Stat
§ 62-133.8()(4) to require an expedited interconnection review process for swine and poulty
waste-to-energy projects of 2 MW or less, Section 62-133.8(i)(4), as rewritten, requires the
Commission to:

Establish standards for interconnection of renewable energy facilities and other
nonutility-owned generation with a generation capacity of 10 megawatts or lesste an
electric public utility’s distribution system; provided, however, that the Commission
shall adept, if appropriate, federal interconnection standards, The standards adopted
pursuant to this subdivision shall include an expedited review process for swine and
poultry waste to energy prajects of two megawatts (MW) or less and other measures
necessary and appropriate to achieve the objectives of subsections (€} and (f) of
this section.

Duke.witness Riggins testified that in' light of this mandate, the Duke Utilities worked with
the Public Staff, the NC Pork Council, the North Carolina Poultry Federation, and other interested
parties to develop an expedited study process that is similar to the relief approved by the
Commission on August 16,2016, in Docket No. E-100, Sub 101 for certain swine and poulty
Interconnection Requests in DEP’s service territory. The stakeholders developed a new
Section 1.8.3.3 that would make Small Animal Waste Facilities eligible for expedited study under
Section 4 and place them behind only those earlier queugd projects that are already being studied
or have signed a System Impact Study Agreement.

NC Pork Council witness Maier testified that the new preposed:Section 1.8.3.3 would
provide thata swine or poultry waste-to-energy facility isto be studied priorto all other non-swine
or pouliry waste-to-energy facilities on .a system-wide basis. She stated that that is the result
required by Part'VII of HB 589. In addition, she noted-that Part VII of HB 589 also.requires the
NC Interconnection Standard toinclude “other measures necessary and ap propriate to achieve the
objectives” of the REPS swine and poultry waste set-asides. She testified that the Public Staff
recommended that the Utilities be required to designate a “technical interconnection specialist” to
assist animal waste-to-energy facility developers, and to publish their contact information on the
Utility’s website. She stated that the NC Pork Council supports these recommendations:

The paities to the Stipulation agreed to support the NC Pork Council’s clarification to:the
section providing that a Small Animal Waste to Energy Facility, upon being designated a
Project B, shall bé the next Project B studied under Section 4.3, regardless of Queue Number.

Public Staff witness Lucas noted the Public Staff’s agreement with the revisions o
Section 1.8.3.3, as wordedin the Stipulated Redline, as did DominionwitnessNester. No other party
filed testimony régarding the addition of Section 1.8.3.3 to the NC Interconnection Standard.

Discussion and Conclusions

Part VIl of HouseBill 589 amended N.C.G.S. § 62-133.8(i)(4) to requirean expedited review
process for swine and poultry waste-to-energy projects of 2 MW or less. As evidenced by the
Stipulation, the Utilities, Public Staff, and NC Pork Council agree that new Section 1.8.3.3, as
presented in the Stiptilated Redline, appropriately meets the objectives of House Bill 589. Further,
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no party has opposed new Section 1.8.3:3 as proposed in the Stipulated Redline. Therefore, the
Commission approves new Section 1.8.3.3 0 the NC Interconnection Standard as a reasonable
procedureto éxpedite the interconnection processing of small swine and pouiltry waste-to-energy
projects and appropriate to meet the directives of Part VII of House Bill 589,

FAST TRACK PROCESS, INCLUDING SUPPLEMENTAL REVIEW
EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 10-11

The evidence supporttingthese findings of factis foundin the Stipulation‘and the Stipulated
Redline, and in the festimony and exhibits of Duke witness Gajda, DENC witness Nester, IREC’
witnesses Auck and Lydic, and Public Staff withess Williamson.

The Section 3 Fast Track Process for Certified Generating Facilitigs allows foran expedited
review of Interconnection Requests for Generating Facilities no larger than 2 MW. If the Facility
is eligible. for Fast Track review,! the Utility first uses technical screens to assess whether the
.Génerating Facility can safely interconnect to'the: System.. If the Facility passes.the Fast Track
screens, the Utility provides an Interconnection Agreement to the Interconnection Customer for
-execution. If the facility fails the Fast Track scréens, the Interconnection Customer is offereda
customer-options meeting where they may choose whetherto proceed to a Supplemental Review
or move instead into the full' Section 4-study process.10

Duke witness Gajda initially testified that the Duke Utilities proposed only limited changes
to the Section 3 Fast Track process. He described those changes, which were included in the
Stipulated Redline, as follows:

1) Changesto:Section 3.1 would allow the Utility and the Interconnection Customer to
mutually agree to use the Fast Track process,even if the Facility does not otherwise
qualify by virtue of connecting to a line larger than 35 kV.

2) Changes to Section 3.2 would clarify that the interdependency provisions of Section
1.8 apply to Fast Track requests.

3) Changes to Section 3.4.1.3 would clarify that a Facilities Study might be required for
projects approved in. Supplemental Review.

In.his rebuttal testimony, DENC witness Nester described additional changes to the Fast
Track process that were included in the Stipulated Redline:

4) Changes to Section 3.1.1 wouid allow an Interconnection Customer to select both the
Fast Track and Supplemental Review processes whencompleting the Interconnection
Requést Application Form. The Customer would pay both the Fast Track fee and the
Supplemental Review deposit at the time they enter the Fast Track process. Thus, if the

! Eligibility limits are listed in the table in Section 3.1 of the NC Interconnection Standard, and dx;y ae
based on the facility s size, the voltage of the line to which it would connect, whether that line s 2 mainline, and the
facility’s distance from the substation that would serve it.
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Interconnection Request fails the Fast Track review, it can move. quickly into
Supplemental Review.

5) Elimination of Section 3.2.1.4. Thig provision requires all synchronous and induction
machines to'be connected to a distribution circuit: where the local minimum load-to-
generation ratio-s larger than 3 to 1. The Utilities proposed to eliminate this provision
due to limited occurrence of synchronous and induction machines pursuing Fast Track
interconnections.

‘6) Changes in Section 3.4 would reduce from 15 to 10 Business Days the timefreme
during which an Tnterconnection Customer must agree in writing o pursue a
Supplemental Review or else the Interconnection Request is deemed to be withdrawn.

7) Changesin Section 3.4.1:2 would give thé Interconnection Customer 1 0 Business Days

" to agree to make facility modifications. This would aveid the unnecessary preparation

of an Interconnection Agreement if the Customer is not willing to make.changes 1o
their facility design to accommodate an intérconnection.

8} TheUtilities would no longerautomatically provide the InterconnectionCustomerwith
copies of all data and analyses used to determine that the Interconnection Request
cannot be approved. Rather, the Utility would provide that information to the
Interconnection Customer only upon request.

DENC witness Nester stated that based on its évaluation of the Fast Track and Supplemental
Review processes, DENCagreed that only the minimal revisionsdepictedin the Stipulated Redline
are needed..

IREC witnesses Auck and Lydic recommended several significant modifications to FasL.
Track process, including changes to the Supplemental Review process. IREC witness Auck raised
concerns with how the Fast Track screens are applied to cligible projects, citing 98.5% and 97.8%
failure rates on the Fast Track technical sereens for projects in DEP and DEC, respectively.

IREC witness Lydic focused in particular on the 15% of peak load screen and the Duke
Utilities” interpretation of “line séétion” when applyingthe screen.

Both IREC witnesses arpued that the Duke Ulilities® interpretation of line section is.too
narrow and that, instead, the Fast Track screens should require the use of a larger feeder section
thatwould include more customér load. IREC recommended that this clarifying footnote be added
to Section 3.2.1.2:

A. Ifthepointof commoncoupling is downstream ofa line recloser, include those medium
voltage (MV) line sections from the recloser to the end of the. feeder. I the 15%
criterion is: passed for aggregate disiributed generation and peak load at [the] first
upstream recioser, then the screen is passed.

B. Ifthepointof common couplingis upstream of allline reclosers (ornone exist), include
aggregate' distributed generation relative to peak load of the feeder measured at the
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substation. If the 15% criterion is passed for the aggregate distributed generation and
peak load for the wholé feeder, then the screen is passed.

Witness Lydicalso suggested thatthe following definition of “line section” be added to the
NC Interconnection Standard’ Glossary of Terms:

Line Section — A portion of a distribution citcuit bounded by an automatic
sectionalizing device and the end of the feeder: When applying this to the 15% of
peak load screen described in Section 3.2.1.2, the smallest line section to be
evaluated should begin at the first line recloser or eircuit breaker upstream of the
Point of Interconnection.

IREC witness Lydic testified that he developed this définition in consultation with. EPRI,
among others.

IREC witness Lydic also took issue with the Fast Track technical screen contained at
Section 3.2.1.7, which currently siates as follows:

The proposed Generating Facility, in aggregate with other generation on the
distribution circuit, shall not cause any distribution protective devices and
equipment {including, but not limited to, substation breakers, fuse cutouts; and ling
reclosérs), or [nterconnection Customer equipment on the system to exceed 87.5%
of the Shorteircuit interrupting capability; norshall the interéonnection'be proposed
for a ¢ircuit that already exceeds 87.5% of the short circuit interrupting capability.

Witness Lydic stated that (his screen is intended to ensure that protective devices are not
overloaded. He stated further.that although Duke does not appear to be misapplying this screen, il
should still be re-evaluated given the high rate of failure of the Fast Track process, and the fact
that Duke typically uses protective devices up to 100% of their ratings. Witness Lydic
recommended that a higher use.rate be allowed in order to.decrease the Fast Track fail rate. He
stated that setting the metric at 96% of short circuit intetrupting capability would provide a wide
safety margin, “but this issue should be discussed further, considering Duke’s typical voltage
levels and protection ratings.”

IREC witnesses Auck and Lydic also recommended that the Fast Track: eligibility
thresholds in Section 3.1 forlines with a voltage of less than 5 kV be raised from 100 kW to
500 kW. Witriess Lydic argued that the 100-kW maximum generator size is overly conservative
and may send small projects to full Section 4 study process. IREC’s witnesses also testified that
other states and the: Federal Energy Regulatory Commission (FERC) have adopted a 500-kW
eligibility threshold for projects interconnectingto lines with a voltage of lessthan S kV, regardless
of location.

IREC witness Auck proposed that all Fast Track-eligible projects that fail the initial Fast
Track screens should be able to proceed to a robust Supplemental Review process with defined
seréens. Witness Auck stated that expanding Supplemental Review in this. way would allow
Interconnection Customers to make more informed decisions regarding the futiire of their projects
based on the information they receive through the Supplemental Review process.

AN



‘GENERAL ORDERS ~ ELECTRIC

IREC witness Lydic also advocated for a defined'set of technical screens that the Utility
would use during the Supplemental Review process: (1) 100% minimum load screen (using
IREC’s revised definition of “line section”), (2) voltage and power quality séreen, and (3) safety
and reliability screen. He stated that the current Supplemental Reviewprocess does notdefine how
the Utility will determine i a project can be interconnected'safely and reliably. Witness Lydic
argued that defihed screens -would let customers make informed decisions on- whether
Supplemental Review or a full study is the next best step for their projéct if it fails the Fast Track
process. Witness Lydic testified further thatata minimum, the Commission should reqiire Utilities
to provide a detailed technical report to. the Interconnectitn Customer, which wotild explain the
analyses the Utility conducted during Suppiemental Review and their outcomes.

IREC witness Auck acknowledgedthat, despite the high Fast Track technical screen failure
rate, neatly all of the Section 3 Fast Track projects that proceed to Supplemental Review ultimately
pass and are successfully intecconnected.

Witiiess Gajda nofed that accepting IREC’s. proposed changes outside of a collaborative
process would make sweeping assumptions about North Carolina’s distribution systems.and
increase the complexities of managing the interconnection process: Witness Gajda alsotestified’
that tie Fast Track failure rates cited by IREC do not evidence that Fast Track is “failing,” but
instead indicate that due to-high solar penettation in North Carolina, more projects néed increased
scrutiny from the utility’s engineers prior to interconnection,

_ In his rebuttal, DENC witness Nester testifiéd that Fast Track screens should gencrally be
designed to-be conservative, with the inteniion that only those requests that do not impact the grid
or require additional review will pass. The desired result'i$ that no harm to'thé grid fesults from
the facility s interconnection. Witness Nester stated DENC’s position that the existing Fast Track
process‘appears to be working as designed so that requests that pass the screens do not requiree
additiongl study.

With regard to'the 15% peak load sereen, Ditke witness Gajda stated that the screen is a
valiiable flaggingstep in orderto identify potential uncontrolled high voltage occurrerices: Witness
Gajda testified that the current definition of “line section” as applied by the Duke Utilities is:"
reasonable and efficient. He noted that IREC cites a paper to justify its.recommended definition of
line section, yet the paperacknowledges that a fuse is an automatic sectionalizing device, and the
paper “therefore also supports the Companies’ ciirrent definition-and:application of line section
with NC Procedures section 3.2.1.2.” The :Companies do, hiowever, agree that it would be
appropriate 1o-address this issie at a TSRG mieeting to increase transparency as fo the Duke:
Utilities* use of the term,

DENC witness Nester added that changing the screeningzones to allow more projects to
avoid triggering the screen would risk loss of visibility to technical issues closer to, retail -
customers’ premises.

“The Utilities also stated that they opposed IREC’s proposed change to increase Fast Track
cligibility for lines under 5kV from 100 kW to 500 kW. Duke witness Gajda explained that these
circuits are of alegacy design and, while they arestill ablé to reliably serve small areas, connectng
a generator larger than 100 kW to one of these lines'viould be significant. Witness Gajda also
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explained that these small ciréuits comprise only about 6%.0f Duke’s North Carolina distribution
circuits. Due to the few cir¢uits and potential reliability issues with larger generators, witness
Gajda urged the Commission not to revise the current Fast Track eligibility.thresholds.

DENC witness Nester téstified similarly that 5-kV cireuits are an'older type of distribution
infrastructure that require particular care to ensure interconnections are established safely and
reliably. Additionally, because only three cut of DENC?s 108 distribution circuits, in North

“Carolina afe of thi§ voltage class, IREC’s proposal would not significantly improve DENC’s
Interconnection Request processing.

Duke witness Gajda opposed IREC’s proposal to raise from 87.5% the loading limit for
protective devices because it would beless conservative. He stated that “*Fast Track screens shoukd
be conservative and designed such that only requests with no'impact to the electric.grid will pass
without additional review.”

The Utilities also opposed IREC’s proposal to add standardized technical sereens to;the
Supplemental Review process. Dukewitness Gajda explained thatsuchstandardizationincorrectly
assumes uniformity of future interconnections and of North Ciarolina’s distribution system as
:compared to the-systems in other jurisdictions:

The Companies first reject IREC’s proposal because the addition of standardized
screens to the Supplemental Review process implies that there is a complete and
uniform understanding of every possible future design oFDER [distributed enerpy
resources) and how it might connect to the distribution system.

Instead, the Duke:Utilities support the current, more flexible approach to Supplemental
Reviews. Duke witmess Gajda also proposed using the TSRG as a forum to evaluate whether a
more defined Supplemental Review process wauld be beneficial.

~ DENC witness Nester also oppdsed IREC’s proposed Supplemental Review screens. He
explained how IREC’s 100% of minimum load screen would be technically inappropriate because
Utility estimates of minimum loads are “inherently less accurate for downstream zones.” In
addition, usinga 100% of minimum load screen “would imply that minimium load levels will not
decrease. Load patterns inevitably shift around on distribution circuits, making 2 minirum load
screen at that levelnot appropriate.,...”

The Public Staff opposed IREC’s proposed changes to the Section 3. Fast Track study
process.

Pubiic Staff witness Williamson recommended maintaining the 100-kW eligibility
threshold for projects proposing to interconnect to lines smaller than 5 kV. He stated that it is
prudent to require additional study of a 500-kW facility, and noted that the 100-k'W limit is.only
for Fast Track eligibility, and does not hinder a larger facility proposing to connectto a 5-kV line:
from moving through the interconnection process.

Witness Williamson also testified that Utilities are reasonable in using a conservative
definition of line section when applying the 15% of peak load screen, stating that this will result
in ahigherdegree of grid safety and reliability. Witness Williamson testified that atechnical screen
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should not be arbitrarily adjusted on the sole premise of allowing more projects to pass the screen
and be interconnected without additional study, neting that as higher levels of DER are connected
to: the System, there will be a cumulative effect. The Public Staff agreed that the Utilities’
interpretation of “line section” is appropriate and that the definition shounld not be modified as
proposed by IREC, Witness Williamson noted further, however, that the Utilities should promote
transparency when determining how they interprét terms within the NC Interconnéction Standard
and discuss any changes in interpretation with the TSRG.

Public Staff witness Williamson noted that in‘the Stipulation, Duke agreed-lo consult with
EPR] regardingpotential modifications to the Fast Track and Supplemental Review pro¢esses, and
report back to the TSRG.

In witness Auck’s rebuttal testimony, IREC agreed with some of the Utilities’ minor
modifications, including the revision to Section 3.1 to allow the Utility and the.Interconnection
Customer to agree to Section 3 Fast Track review even if the Customer seeks to interconnect to a
line sized at 35 kV or greater, suggesting this flexibility would speed up the interconnection
process for some Interéonnection Cistomets. '

During the Public Staff’s cross examination:of Duke’s witnesses, counsel for the Public
Staff asked Company witnesses whether the technical screens and standards applied during
Supplemental Review could be made available on the Utility’s website similar to how the Method
of Service Guidelines are available today. Duke witness Gajda agreed that it would'be reasonable
to make these screens available while noting that they are subject to change in the future.

The Duke Utilities also offered to discuss further waysto improve the Fast Track process
and suggested that they do so through the newly-formed TSRG. The Stipulated Redline included
acommitment by the Duke Utilities to consult with EPRI regarding potential modifications to the
Fast Track and the: Supplemental Review processes. The Stipulation provides that the Duke
Utilities will commencethat processnolaterthan April [,2019,and will provide a summary report
regarding potential modifications at the TSRG meeting occurring in the third quarter of 2019,

IREC witness Auck expressed sapport for Duke’s willingness to take a closer look at its
Fast Track screens and its implementation of the Supplemental Review process: “However, we
think this should-be done as an independent review overseen by the Commission and/or its staff
with the opportunity for IREC and other stakeholders ... to review and comment....”

In its post-hearing brief, NCSEA opposed the Stipulated Redline’s change to Section 3.4
to shorten the fime perod from 15 days to 10 days foran Interconnection Customer fo agree to
pursue Supplemental Review. NCSEA stated that the Utilities had not shown why such a change
is necessary.

Discussion and Conclusions

Based onthe evidence presented, the Commission finds that the modifications to the Fast
Track process, including Supplemental Reviews, as stated in the Stipulated Redline, are
appropriate and will approve them. These changes are reasonable and useful modifications to the
NC Interconnection Standard that should help moveInterconnection Requests alongmore quickly.
‘That said, the Commission is concerned that the new provision in Section 3.1 allowing the Utility
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and-the Interconnection Customer to mutually agree to use the Fast Track process on lines 35 kV
or larger Has the potential to create arbitrary exceptionsto the NC InterconnectionStandard. The
Commission will require the Utilities to retain documentation of their rationale for each instance
when they invoke this new provision, such documentation to be available for future consideration
as o whether the eligibility criteria in"Section 3.1 should be changed and applied to all’ Fast
Track applications,

The Commission agrees with the. Utilities and the Public Saff that, due to the limited
number and-age of distribution lines that are smaller than'3 kV, the Fast Track eligibility threshold
should continue to-limit to 100 kW thie size of facilities connecting to those lines under the Fast
Track process.

The Commission is not persuaded that IREC’s proposal:to incredse the Section 3.2.1.7
screen to -allow for profective device utilization greater than the current 87.5% would be
appropriate-af this time. The Commission agrees' with those wilnesses who advocated’ fora
conservative approach in drder to' maintain reliable and safe operations for retail
electricity consumers.

The Commission notes that IREC. and the Duke Utilities agreed that a significant
percentage of projects are failing the Fast Track scregns, specifically, the 15% peak load screen.
Thesie parties disagree, however, on whether these.failure rates are representative of deficiencies
in the current Fast Track screening process reflective of an overly conservative application of the
15% screen, The Commission finds Public Staff witness Williamison’s testimony persuasive that
Utifities are reasonable in‘using a conservative approach to defining line section and applying the
5% screen because this approach will result in a higher degree of grid saféty-and reliability.

The Commission has carefully considered IREC’s proposal to define specific technical
screens to be used diring Supplementai Reviews. While IREC argued that precise screens would
provide transparency and certainty for Intereonnection Customers, the Utilities and the Public Staff
instead preferredthe current Supplemental Review process. That process allows the Utility to tailor
its.analyses to the specific system topology and génerator in quéstion. The Commigsion finds it -
not necessary to impose the IREC screens at this time, but will' instead await the results of the
EPRI review that Duke-agreed to pursue'in the Stipulation as discussed below. The: Commission
‘will, however, direct Duke to post on its websites a brief description of the technical evaluations
and screens that it typically applies during the Supplemental Review process, noting that they are
siibject to change.

. The Commission recognizes the Duke Utilities’ commitment in.the Stipulation te consult
-with EPRI regarding potential modifications to the Fast Track and Supplermental Review processes
during 2019. Duke agreed to provide a summary report régarding potential modifications at the
third quarter 2019 TSRG meeting, The Commission will also require Duke to file that report with
the Commission and to serve copies onpatties to this proceeding. Parties may file comments within
30 days thereafier. In addition, the Commission will require Duke to discuss its definition of “line
section” and its implementation of the peak load screen ata TSRG-meetingin 2019.
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Based upon the foregeing, the Cominission finds that the propoesed modifications to the
Section 3 study processesincluded in thé Stipulated Redline are reasonable and the NC
Interconnection Standard should be modified accordingly.

DISPUTE RESOLUTION PROCESS .
EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 12

The evidence supporting this finding of fact is found in the Stipulation and the Stipulated
Redline, and in‘the’ testimony of Duke witnesses Riggins and Freeman, DENC witness Nester,
IREC witness Auck, and Public Staff witness Lucas.

DENC witness Nester deseribed the current dispute resolution process from.Section 62 of
the NC Interconnection Standard.. He tesiified that this provision allows an ‘Interconfection
‘Customer to submit an informal Notice:of Dispute to the Utility, If the dispute is. not resolved
within ten days, the process provides for the Public Staff’s assistance in‘informally resolving the
dispute. Witness Nester further testified ihat Section 6.2 providesthat an Interconnection Customer
may file a formal complaint with-the Commission:if the parties, with the help of the Public Staff,
are unable to resolve the dispute. Witness Nester stated:that DENC has successfully resolved
disputes under Section 6.2.

Duke witness Riggins similarly stated that the Duke Utilities’ experience. resolving:
informal dispufes-under the current process has been largely successful. He stated that most
«disputes are resolved eariy and do not: require the. involvement of the Public Staff or the
Commission. Witnes§ Riggins testified that the Public. Staff’s involvement, technical
.understanding, and perspective have been valuablein this process, and, in nearly all instances,
have enabled the Duke Utilities and Intérconnection Customers to successfully resolvethe dispute.

That $aid, witness Riggins noled thiat the increaging number and complexity of
Interconnection Requests appear to be causing more disputes because developers are required to:
‘eithef commit to éostly Upgrades or reducé their project’s éapacity in ordér to safely interconnect,
Witness Freeman also testified that disputes by developers have'become more common, Gonsume.
more of Duke’s resources, and cause delay in studying other projects. In rebuttal, witness Freeman
described how notices of dispute inevitably and unavoidably impact other projects and are an
example of a factor outside of the Utilities’ control that contributes to delays.

Witness Riggins testified to specific challenges and concerns the Duke Utilities have with
the cirent Section 6.2 dispute resolution process. Witness Riggins explained that the lack of
enforceable timeframes makes it difficult to determine' when an Interconnection Customer. has

“abandoned the process,” which is the: trigger for when the Utility may withdraw an
Interconnection Request froni the queue. Witness Riggins explained that an' Interconnection:
Request hypothetically couldremain in dispute in | perpetuity with no recourse for the Utility, which
could negatively impact interdepéndent Interconnection Customers. Witness Riggins provided the
‘example of ene Interconnection Customer who initiated a dispute regarding the Duke Utilities®
‘voluntary mitigation options for the customer’s project. Witness. Riggins testified that the
Interconnection Customertook about one year before makinga decision onthe mitigation options,
challenging the Duke Utilities” technical conclusions, filing a dispute, and requesting multiple
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dispute resolution meetings, which Duke obliged. Witness Riggins noted that Duke and the Public
Staff spént a significant amount of time with this customer only to then-wait extended periods for
the customer to make a decision. Ultimately, this project was withdrawn from the queue when the
custortier fajled to comply-with an express requirement in the NCIntercotinection Standard.

Witness Riggins testified thatas currently drafted, Section 6.2 states that “any disputed loss
of Queue Number shall not be final until Interconnection. Customer abandons the process set out
i thisisection or a final Commission Order is entered.” He stated that Duke.believesthat once a
dispute has been initiated by the Customer, failure of the customer to pursue the dispute resolution
remediés within areasonable timeframeweould constitute “abandonment of the process.” However,
wiiness Riggins testified that developers have asserted that it is solely up to the customer to
determine when it has “abandoned the process,” which leads to the “absurd conclusion that an:
Interconnection Customer could. remdin in dispute-'in perpetuity with no recoirse for the
-Compariies or interdependentInterconnection Customers awaiting a decision....”

Witness Riggins testified that: because of this problem the. Utilities proposed revisions,
which are incliided in the Stipulated Redline, thatwould establish clear timeframes forboth parties
to diligently pursue.dispute resolution. Revisions to Section 6.2.3 state:that the parties shall seek
to resolve a dispute within 20. Business Days after receipt 6f the natice.of dispute, and could
mutitally agree to-negotiate for another 20 Business Days. In addition, either Party could:contact
the Public Staff for assistance to.resolve the dispute informally within 20 Business Days. Section
6.2.4 contains new language that would allow the parties, upon mutual agreement, to seek the help
of a dlspute resolution-service within: 20 Business.Days, with the opporiunity to- extend this
timeline “upoi-mutual agreement.” Similar to the current process, the. new Section 6.2.5
would provide:

If the Parties are unable to informally resolve the dispute within the timeframe
provided ... -either Party may then file a formal complaint with the Commission,
and may exercise whatever rights and remedies it may have. in equity or law
consistent-with the terms of these procedures.

Finally, new provision 6.2.6 would address the question of when the Utility could withdraw
from"the .queue an Interconnection Request that is, the subject of a dispute. That provision
would state: ’

6.2.6 The Quene Numberassignedto an Interconnection Customer seekingto resolve
adispute shali notbe withdrawn ... unless: (1) the Interconnection Requestis deemed
withdrawn-by the Utility and the Interconnection Customer fails to take advantage of
any express opportunity to- cure; (2} the informal dispute processes.described in
Sections 6.2.3 and 6.2.4 does [sic] not resolve the dispute and:the Interconnection
Customier does not indicate ifs intent to file a formal complaint -within
ten (10) Business Days following the complétion ¢f the informal dispute process and
filea formal complaint within[thirty](30) Business Days; (3) the Commission issues
a final order on a formal complaint process stating that the Intercormection Request
is deemed withdrawn; or (4) the Interconnection Custemer voluntarily submits a
written request for withdrawal.
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Public Staff witness Lucas testified that the Public. Staff agreed that it should continue to
be involved in the dispute process in order to protect the interests of the-using and consuming
public, as well as to promiote efficient resolution of informal disputes where possible. Witness
Lucas stated that the  Public Staff, however, shouldnot be the only option to resolve disputes
between the Utilities and Interconnection Customers. Witness Lucas proposed modi fications:to
Section 6.2 (as'described above and-included in the Stipulated Redline) that would allow the -
parties, upon mutual agreement, to use a third-party dispute resclution service. Witness Lucas also
noted the Public Staff’s support for inclusion of .express timeframes within the dispute
resolution process.

Wiiness Lucas testified that in 2017 the Public Staff wasinvolved with 11 interconnection-
related informal complaints, and that they were involved with a similar number in 2018. He stated,
“Sometimes they are very simple net metering-type complaints-that -we solve in just a few
telephone calls and emails, but if it’s a.problem with a-utility-scale solar, it could take many hours
of dealing with the attorneys and-engineer that are involved in the complaint.”

IREC witness Auck proposed revisions to the-Section 6.2 dispute resolution process in her
Exhibit SBA-Direct-2, which she testified adopted features from the dispute resolution processes
in Californiaand Massachusetts. Witness Auck testified that the “central feature” ofthese revisions
is the inclusion of an “interconnection ombudsperson” at the Commission who.would facilitate the.
resolution of disputes. Under IREC’s proposal, “if parties are unable to resolve.disputes by
working together, they may seek assistance from the interconnection ombudsperson or an outside
mediator....” Witness Auck testified that “recent disputes regarding quene management and
implementation of new study guidelines highlight the need for a clearly defined dispute resolution
process in North Carolina.”! On cross examination, witness Auck explained thatthe ombudsperson
would be hired by the Commission to oversee interconnection disputes.in a neutral fashion.
Witness Auck alsostated that IREC is-open to alternate dispute resolution approaches to further
define the current process.

In rebuttal, witness Lucas noted the Utilities® opposition te an-ombudsperson as proposed
by IREC witness Auck, but did not oppose such an idea if it helped to facilitate the resolution of
disputes between the Utilities and Interconnection Customers. However, he testified that the role-
of the ombudsperson should not be assigned to-the Public Staff because “it is the Public Staff’s:
mission and statutory obligation to advocate before the Commission For the.using and consuming
public, and a dispute resolution settlement between the Utilities and interconnection customers
may not necessarily be. in the best interest of the using and consuming public,” He supported
allowing parties to use'a third party dispute resolution service, and his proposal in that regard was
included in the Stipulated Redline. Finally, witness Lucas recommended that the Commissicn
require any dispute resolution reached under Section 6.2.4 (via a dispute resolution service) be
filed for information purposes with the Commission.

In its:post-hearing brief, NCSEA asserted that the Public Staff’s responsibility to represent
theusing and consumingpublic prevents the Public Staff frombeinga neutral arbiterin the dispute

! The “recentdisputes” cited by witness Auck involved four docketed matters before this Commission dating
back several years. Three were formal complaifits, and one was a notice of settlement that was filed in the insant
docket. Allof the complaints were resolved by the parties, and nonerequired action by the Commission. No comphints
or disputes relative o the NC Intercennection Standardare cumrently pending.
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resolution process, NCSEA stated that while.it supports the use of a dispute resolution service, the
language in Section 6.2.4 of the Stipulated Redline is insufficient to. proteét Interconnection
Custoinets because Utilities have no incentive to use a dispute resoltition service. NCSEA cited,
testimony by -Duke witness Riggins to the efféct that the Utility. would orily agreé to use a dispute
resolution service if the-Public Staff “couldn’thandle the volume™ of disputes. NCSEA noted that
FERC recently mandated the use of third-party dispute resolution in its Large Generator
Interconnection Procedures. For these reasons, NCSEA supported IREC’s proposal to establish an’
interconnection ombudspersen at the Commission-who could facilitate resolution of disputes.

Witness Nester opposed the modifications to Section 62 as proposed by IREC witness,
Auck. He stated that the introduction of an. ombudsperson: would be inconsistent with the way
displtes with rétail customers are handled. Witness Riggins expressed concern that the addition of
a dispute resolution service could extend the time for resolving disputes. He also stated that Duke
bélieves the Public Staff has informally facilitated the role of “interconnection ombudsperson”and
that no further formalization of this role:is needed.

While the Atterney General’s:Office (AGO) did not sponsorany expert witnesses.in (his
proceeding, it nonetheless filed a post-hearing brief in which it advocated that the Commission
appoint-a “special master” to oversee.all technical and procedural stakeholder processes in
this docket.

Because of the rapid pace of change in the landscape of distributed generation
interconnection, it is ‘difficult and impractical for the Commission te effectively
exércise its oversight $olely through the hearing process.. At the samié:time, the
AGQ appreciates that the Commission may lack the resources necessary to directly
manage interconnection stakeholder processes.”

The AGO recommended that stakeholder processes be.overseen by a special master, “who would
be a neutral subject matter expert employed by:the Commission.” The AGO recommended that
the Commission research whether a publicly funded institution such:as the NC State Clean Energy
Technology Center, the National Renewable Energy Laboratory, or the Lawrence Livermore
National Laboratoty would be willing to serve this:funiction. If that was not possible, the AGO
recommended following a procedure similar to that inCommission RuleR8-71(d) which allowed
the Commission to select an Independent Administrator for the CPRE program.

Discussion and Conclusicns

The Commiission finds thatthe current dispute resolution process, with the engaged support
of the Public Staff, has been largély effective. Very few formal complaints have been filed with
the Commission,-and all of those were withdrawn when the parties were able to -seftle their
differences. The Commission believes it is unnecessary dnd inappropriate to"assigh-a Commission
staft person as ombudsperson to settle interconnection-related disputes. The Commission’s formal
complaint process remainsthé appropriate path for securinga decision from the Commission about
adispute between an‘Inierconnection Customer and a Utility.

The Commission:is not troubled by the Public Staff’s dispute resolution role, despite the
Public Staff’s obligation to represent the using and consuming public in matters before the:
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Commission. The Public Staffhas the expertise and perspective to consider the.disparate interests
of thé_parties; and is uniquely qualified to help Utilities and Interconnection-Customers resolve
their differences. The Commissionnotés that N.C. Gen. Siat. § 62-15(g) states:

Upon request, the executive director shall employ the resources of the public staff
to furnish the Commission ... such information and reports or conduct such
investigations and provide such othér assistance as may reasonably be required in

.order to supervise and control the public.utilities of the State as miay be necessary
to carry out the laws providing for their regilation. [Emphasis added.]

_ The Commission acknowledges the significant assistance that thie Public Staffhas provided
by helping Utilities and Interconnection Customers to resolve their disputes.

Nonetheless, the Commission recognizes'that such disputes could become more common
for the reasons cited by wilnesses. The changes included in the Stipulated Redlifte.should help.the
Utilities and the Interconnection Customers, as well as the Public Staff, by providing a mere
defined dispute resolution process with clear timelines. The-Commission agrees with the parties
to the Stipulation that these revisions should help remedy ambiguity and delays. The mod ified
process continues to involve the Public Staff in the.dispute resolution process, butalso gives the
parties the option; upon muiual agreement, to seek the assistance of a dispute resolution service
before ultimately filinga formal complaint with the Commission if those effortsare not successfil.
Tn addition to.accepting these clianges as reasonable and appropriate, the Commission wilk amend
“Article 10. Disputes” in the Interconnection Agreement to make clear that Parties may mutually
agree to seek the help of a dispute resolution service.

The Commission notes that the Comniission is typically uhawdre.of interconnection-
related disputes unless a formal complaint or settlement agreement is filed directly with the
Commission. In order to better monitor the volume of inteféonnection disputes and the subject
areas involved in those disputes, the Commission requests that thé Public Staff periodicallyon its.
own timetable make informational filings with the Commission in this docket regarding
interconnection dispittes, Such filings. should-be general in nature %0 as not to prejudice the
Commission in the event a dispute eventually becomes a formal complaint: In addition, as
suggested by the Public Staff, the Commission will add the followingrequirementto Section 6:2.4:

Upon resolution of the dispute, the parties shall jointly make an in formationial filing
with the Commission.

As to. the AGOQ'’s proposal that the Commission establish a special master to lead
interconnection-related stakeholder processes, the Commission is not convinced that such. a
proposal would be effectivé. Significant efficiencies would be lost while the selected person
learned the NC Interconnection Standard. Further, the Commission speaks through its orders, and
only through its orders.

Therefore, based on all of the evidence presented, the Commission concludes that it-isnot
nécessary or appropriate to adopt IRECs proposal for an ombudspersonatthis time, or to establish
a special master. Istead the Commission concludes. that it is. appropriate to .approve the
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modificitions to Section 6.2; the dispute resélution provisions 6fthe NC Interconiiection Standard,
as provided in the Stipulated Redline.

SURETY BONDS AND REFUNDS
EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 13-14

The evidence supporting these findings of fact is found in the Stipulated Redline and in the
testimony and exhibits of Duke witnesses Freeman, Riggins, and Ga_]da DENC witness Nester;
and NCCEBA witnesses Duke and Norqual.

NCCEBA witness Duke explained that a suretyship is a specialized line of insurance that
is created when one party guarantees the performance of an obligation by another party. He
testified that there are three parties' to a surety agreement: (1) the principal underiakes the
obhgauon (2) the surety puarantees that the-obligation will be performed, and (3} the obligee
recéives the bénefit ofthe bond: The surety providesfinancial protection in the. event the pnnctpa]
defaulisin its performance.

Witness Duke testified thata surety bond is a coniract, and the form of the bond s generally
prescribed by thé obligee. He stited firther that the terms and condition§ of the bohd. inay be
writterrto provide for the non-cancellability of the bond and may set the conditions under which a
surety pays. Witness Duke:testified that the surety will underwrite accordingly baséd on the terms
and conditions of the bond. He $tated further that a surety séeks 10 avoid a loss by making an
assessment of the bond-principal’s experience, capabilities, and finandial resources, and provides
a bond only to those entitiés that are capable of performing the obligation that is borided.

Witness Duke recommended that the Compmissionallow surety bonds as a form of financial
security for Interconnection Facilities under Provision:6.3 of the Interconnection Agreement,
which is part of the NC Interconnection Standard. He stated that nétallowing ageeptancé of surety -
bonds unnecessarily deprives the parties of the valuable services provided by a surety bond:

NCCEBA witness Norqual testified that NCCEBA and NCSEA believe that a surety bond
should be an allowable form of financial security for Interconnection in all circumstances. He
stated that DENC accepts surety bonds for Interconnection facilities in North Carolina, and
provided-a copy-of the approved bond form from Dominion. Witness Norqual testified further that
allowing performance security for Interconnection Facilities in only the:forms currently accepted
by the Duke Utilities — cash or a' cash-tollateralized letter of credit. — is burdensomé to
Interconnection Customers and serves no legitimate public purpose. He stated that surety bonds
could potentially be obtained by Interconnection Customers for a fee 6fabout 1 percent annually,
“whereas the cost of capital for cash or a letter. of credit could bein the 5 to 10 percent range.”

Witness Norqual further stated that until the Ullhiy has:a need to incur costs for the design
or construction of the Interéonnection Facilities, there is no need for the payiment of thé costs to-
be secured. He asserted that neither Duke, nor other parties, nor ratepayers are at risk if an
interconnection fails to-go forwird. He also testified that other Interconnection Customérs would
not be prejudiced ifia project was cancelled after posting a surety bond, and that if a projectis not
constructed, any unspent funds-should be returned to the Interconnection Customer. Norqual
testified that the Utility should not bé pérniitted to retain the finds of Interconnection Custoriers
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for unconstructed Interconnection Facilities, He testified further that if Duke allowed a surety, yét
needed to buy materials during the.construction process, it could invoice the custemer, who could
pay cash as Duke. requires it. In: conclusion, witness Norqual stated that a surety bond would
provide sufficient financial protection to the Duke ‘Utilities in the event the Interconnection
Customer fails to pay the Utility for the IntefconnectionFacility, because the surety would step in
to satisfy the claim on the bond and provide payment.

_ On rebutial, witness Norqual testified that he believed the Commission should consider
FERC’s policies in wéighing whethér surety bonds shiould be accépted as financial security. He
testified thatthe Interconnection Customershould nothave to providecash ora cash-collateralized
letter of credit if the Utility does notyet need the funds to begin construction of the Interconnection
Facility. 'Witness Notqual further testified that Duke’s policy of requiring that 100% of the
construction cost for the Interconnection Facility be paid up front is inconsistent with FERC's
Large Generator Interconnection Agreement, and that Duke should not be entitled to keep.any
unspent funds. Witness Norqual recommended that Séction 6,1.1 of the Interconncchon
Agreement be modified to. enable the Interconnection Customer to “pay-as-you-go” for
Interconnection Facilities,

Duke witness Ri ggins testified that Duke had previously committed to accept surety bonds
from Interconnection Custofmeérs that contain terms that are reasonably acceptable to the Duke
Energy credit and risk-management department under tiree interéonniection-related scenarios:

1) As security pursuant to Section-4.3:9 in the case .of an executed Facilities Study
Agreement with identified:Network Upgrades.

2). For anexecuted Interconnection Agreement with identified Interconnection Facilities
(but no Network Upgrades) when the project is participating in'the CPRE evaluation
process, until the oufcome of the CPRE Tranche | RFP is determined.

3). For an Interconnection Agreement with Interconnection Facilities and Network
Upgrades that will not be completed for three to five years and where Duke would not
begin final design, precurement and scheduling for the Interconnection Facilities for
-an exterided period of time.

He testified further that Duke is willingto acceptsurety bonds in any circum stance in-which
there is a:material lag between the execution of the Interconnection Agreement and the timie when
Duke incurs costs for Ifterconnection Facilities. He stated that any surety bond must contain tems
that are acceptable.to Duke. Those terms include the requirement that payment be within a:short
period, such a§ 10 days,and the surety bond mustbe irrevocable.

* Witness R, ggms-dlSElgrcedmtthess Norqual’s contention that surety bondsare “widely
atcepted” in the utility industry and stated that NCCEBA was only able to identify one otherutility
that had.accepted a surety bond in the interconnection context. He opined that this was most likely
because surety bonds generally contain terms and conditions that provide less secirity-than letters
(of credit, are-less staridardized and more complex than letters of credit, and, therefore, require fore
case-b