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PROCEEDINGS

CHAIRMAN WHITFIELD: Please be seated. I'1]
call this allowable ex parte briefing to order and
ask our attorney to read the docket.

MR. MELCHERS: Thank you, Mr. Chairman.

Commissioners, we are here pursuant to a
Notice of Request for Allowable Ex Parte
Communication Briefing, scheduled for today, August
18th, at 10:30 here in the Commission's hearing
room.

The party requesting the briefing is Duke
Energy Carolinas, LLC, and the subject matter to be
discussed today 1is: Duke Energy Corporation's
acquisition of Piedmont Natural Gas.

Thank you, Mr. Chairman.

CHAIRMAN WHITFIELD: Thank you, Mr. Melchers.

I'm now going to turn it over to ORS Attorney
Andrew Bateman, to give us a little guidelines here
for the ex parte — allowable ex parte.

MR. BATEMAN: Good morning, Chairman, Vice
Chairman, members of the Commission. My name is
Andrew Bateman, and I'm a staff attorney for the
Office of Regulatory Staff. I am here as the
designee for the Executive Director of the Office

of Regulatory Staff, or ORS, at this allowable ex
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parte briefing.

As the ORS representative, it is my duty to
certify the record of this proceeding to the Chief
Clerk of the PSC, within 72 hours, that this
briefing was conducted in compliance with the
provisions of South Carolina Code Annotated Section
58-32-260(C) .

The requirements of that statute are, 1in part,
that the allowable ex parte briefing be confined to
the subject matter which has been noticed. In this
case, the issue noticed was Duke Energy
Corporation's acquisition of Piedmont Natural Gas.
I, therefore, ask that everyone here please refrain
from discussing any matters not related to Duke's
acquisition of Piedmont.

Secondly, the statute prohibits any
participants, Commissioners, or Commission Staff
from requesting or giving any commitment,
predetermination, or prediction regarding any
action by any Commissioner as to any ultimate or
penultimate issue which either is or is likely to
come before the Commission.

Third, I would ask that the participants,
Commissioners, and staff refrain from referencing

any reports, articles, statutes, or documents, of
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any kind, that are not included in today's
presentation, to prevent the need for myself or the
company's lawyers from having to try to track down
copies of these documents or 1links to these
documents to include in the record.

Finally, as none of the information contained
in the presentation appears to have been marked or
requested to be granted confidentiality, I would
ask the presenters to refrain from referencing or
discussing any materials over which they would Tike
to maintain confidentiality. And I would ask that
the Commissioners please be understanding if the
presenters decline to provide such information to
any Commission questions here today.

As a final note, please make sure to read,
sign, and return the form that you were given at
the door when you came in today. This form needs
to be signed by each attendee to certify the
requirements contained in South Carolina Code
Annotated Section 58-3-260(C) have been complied
with at the presentation today.

Thank you, very much.

CHAIRMAN WHITFIELD: Thank you, Mr. Bateman.

Now I'11T turn it over to Ms. Smith.

[Reference Presentation Slide 1]
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MS. SMITH: Good morning. Heather Shirley
Smith on behalf of Duke Energy Corporation. And
we're just going to go ahead and get started, if
that's okay.

CHAIRMAN WHITFIELD: I see your panel is
seated.

MS. SMITH: It is.

CHAIRMAN WHITFIELD: So go ahead and call on
your first panelist.

MS. SMITH: Al11 right. Good morning,
Commission. We're here today to give a status
report on Duke Energy's acquisition of Piedmont
Natural Gas. With us we have Lynn Good, our
Chairman, President, and CEO. We have Frank Yoho,
who 1is Senior Vice President and Chief Commercial
Officer at Piedmont Natural Gas, and Bruce Barkley,
who is Vice President, Regulatory Affairs, at
Piedmont Natural Gas.

[Reference Presentation Slide 2]

Just as a housekeeping matter, I'd 1ike to
point your attention to our safe-harbor statement.
This basically indicates and requests that the
folks in this room, as well as the Commission,
refrain from making any investment decisions based

on the information you're hearing today.
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And with that, I'T1 turn it over to our panel.
[Reference Presentation Slide 3]

MS. LYNN GOOD [Duke Energy]: Thank you.

Can you hear me?

MR. MELCHERS: Yes.

MS. LYNN GOOD [Duke Energy]: Very good. Mr.
Chairman, Vice Chairman, Commissioners, it's really
an honor to be here. Delighted to give you an
update today on the proposed merger of Duke and
Piedmont. We were here in January, and a lot has
happened over the last several months. We continue
to believe that this combination provides real and
lasting benefits to our customers, our communities,
our employees, and our investors. And I'm really
delighted today to be joined by Frank Yoho, Bruce
Barkley — Tom Skains is also in the audience.

Piedmont, as you know, is a trusted brand and
utility that we have admired for a very long time,
recognized for great customer service and
operational excellence in safety. And we Took
forward to this combination giving us an
opportunity to bring best practices to our
customers in a way that we believe will have
lasting benefits as we go forward.

What I'd 1ike to do is just give you an update
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on what has progressed, and Bruce will follow me
with a discussion of the settlement agreement that
we've reached in North Carolina, and then Frank
with a good discussion on some of the business
issues around the integration that we're tackling.

So with that, I'T1 move to the first slide,
which talks about the transmission update.

[Reference Presentation Slide 4]

As I said, we were here in January, and there
have been a number of filings with this Commission
over the preceding months. And at this point, we
have completed a settlement process in North
Carolina that was reached in the middle of this
year. And as I said a moment ago, Bruce will share
with you the terms and conditions in connection
with this agreement.

The hearings were concluded in mid-July and we
will be working through post-hearing proposed
orders to be filed with the commission Tater this
month. Once North Carolina approves the Regulatory
Conditions and Code of Conduct that have been
amended to reflect Piedmont — and, of course, as
will be important to this Commission — they will be
filed, as they have been approved by the North

Carolina Commission.
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[Reference Presentation Slide 5]

On the next slide, we provided a more
comprehensive review of all the approvals that we
sought 1in connection with this transaction: Of
course, Piedmont shareholders being an important
part of the approval process. We also got
clearance from the Federal Trade Commission.
Tennessee has approved, in connection with the
regulations that govern our operations in that
state. And, then, as I indicated, North Carolina
is pending.

Under the terms of the merger agreement that
we entered into with Piedmont, we intend to close
the merger — must close the merger — within two
business days following the Tast required approval,
which in this instance would be the North Carolina
Commission. And so we will be moving through that,
we hope, between now and the end of 2016.

So, those are my introductory remarks. As we
shared with you in January, we continue to believe
that the combination of natural gas and electricity
production is an incredibly important combination
for customers. We see natural gas as the backbone
of energy infrastructure, going forward, and this

combination gives us an opportunity, with financial
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strength and with scale, to leverage additional
infrastructure and supply, and really work in a
coordinated way around the provision of electricity
and natural gas in a way that we think will be
increasingly important, complementing renewable
resources, preparing us for the retirement of more
coal units, which will occur over time. So we
believe the business case for this is really a
strong one and will provide Tasting benefits for a
very long time.

So with that brief introduction, I'11l turn it
over to Bruce, to give you some more specifics on
the settlement.

CHAIRMAN WHITFIELD: Thank you, Ms. Good.

Mr. Barkley?

[Reference Presentation Slide 6]

MR. BRUCE BARKLEY [Piedmont Natural Gas]:
Thank you, Mr. Chairman. I may be struggling with
the mic here, just a 1ittle [indicating].

MR. MELCHERS: There you go.

MR. BRUCE BARKLEY [Piedmont Natural Gas]: I
think I'm there.

CHAIRMAN WHITFIELD: I think so.

MR. BRUCE BARKLEY [Piedmont Natural Gas]:

Thank you, sir.
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As Ms. Good indicated, I will begin my remarks
by discussing the settlement that was reached
between — I think I might've lost it again.

CHAIRMAN WHITFIELD: Can you pull it a Tittle
closer to you? Pull it a little closer.

MR. BRUCE BARKLEY [Piedmont Natural Gas]:

Okay [indicating]. Al11 right. Solid now? How am
I doing on the mic?

MR. MELCHERS: [Indicating.]

CHAIRMAN WHITFIELD: That's better.

MR. BRUCE BARKLEY [Piedmont Natural Gas]: Mr.
Melchers 1is giving me the sign that I've conquered
it, so, thank you.

So we did reach a settlement with the North
Carolina Public Staff, and I'11 hit some of those
highlights. The process took approximately five
weeks. It was a result of numerous meetings and
phone calls with the North Carolina Public Staff,
and resulted in a good bit of give-and-take between
the parties. It resulted in a settlement that was
filed with the NCUC on June 10th. It was also
filed, for information, with this Commission on or
about that same date.

The settlement — one thing to point out on the

front end here — is only effective if the merger is
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approved by the NCUC.

Turning to the first bullet concerning
regulatory conditions, as you may recall, this
Commission approved regulatory conditions and a
code of conduct during the Duke/Progress merger in
2012. Some changes were made to that code during
the process of these settlement talks, primarily to
add Piedmont to the reg. conditions. Some other
changes were made, just based on lessons that had
been learned over the past four years, to promote
efficiency as the companies adhere to the
conditions. And we will seek approval from this
Commission of the regulatory conditions and code of
conduct. As you approved them in 2012, now they've
been revised, we will bring them to you for
approval. As soon as we have a complete document
that has been approved by the NCUC, we will then
turn to this Commission for approval of those
conditions.

Some of the major portions of our settlement
are listed on the slide. One is that, because
there is no mechanism in North Carolina, other than
a general rate case, in order to flow back to
customers anticipated savings associated with the

merger, there will be a bill credit provided to
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North Carolina customers this year. In South
Carolina, we have the annual Rate Stabilization Act
adjustments that will facilitate such rate
decreases in the State of South Carolina.

Other portions, significant portions of the
settlement, were a guarantee of an ongoing level of
community support and charitable giving. That
guarantee was made for a four-year period: 2017
through 2020. There was a one-time contribution
that the companies will make: Duke Energy
Carolinas, Duke Energy Progress, and Piedmont will
each make a contribution to workforce development
and low-income energy assistance. And, finally,
during the discussions with the North Carolina
Public Staff, it was documented that certain costs
will not be sought for recovery from customers.
Those included direct costs associated with the
transaction itself, such as legal, investment
bankers. We also agreed that severance that may
come as a result of this proceeding will not be
sought for recovery from our customers. There was
an exception that I've noted on the slide there
that capital expenditures — which we believe will
primarily be in the area of information technology

— capital expenditures that can be proven to be a
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net cost savings for customers will be allowed to
be sought for recovery. And, of course, that will
be something that, whether those flow through rates
or not, will depend on the determination of the
commission.

[Reference Presentation Slide 7]

Moving on to a couple of other settlements
that we also filed for your information, we reached
a settlement with the Carolina Utility Customers
Association to provide an additional $35 million of
guaranteed fuel savings. That took the previously
existing guarantee of approximately $687 million
and increased it to $722 million of guaranteed fuel
savings. That original 687 had come from the 2012
Duke Energy/Progress merger, and so we're just
adding to that with the agreement that we reached
with CUCA.

There was a third settlement with the
Environmental Defense Fund, and basically they had
sought for Duke to examine some technology that
they believe 1is 1important, and so Duke has agreed
to study and perform a cost-benefit analysis of
some voltage-control technology, and to submit the
results of those studies to the NCUC in the fall of

2018.
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[Reference Presentation Slide 8]

The hearing, itself, I will just hit rather
quickly, because I believe Ms. Good addressed it.
At a high Tevel, the hearing was about a day and a
half, last month. Because of the settlements that
I just discussed with you, the cross-examination
was limited to two intervenors: the City of
Fayetteville, North Carolina, who had a fairly
limited issue that was of concern to them; and the
Intervener NC WARN, who primarily intervened on the
basis of some environmental concerns that they had.

The process will call for proposed orders, and
we are hoping to close the transaction by the end
of the calendar year, as has been communicated on
numerous occasions.

[Reference Presentation Slide 9]

My final comments concern how all of this will
translate to the State of South Carolina, to the
customers, primarily, of Piedmont, but down the
road also there will be impacts to the customers of
DEC and DEP, as well. As you may be aware, there
was an exchange of letters in late June between
counsel of the Office of Regulatory Staff and
counsel for Duke, in which Duke expressed an intent

to provide pro rata benefits to customers in the
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State of South Carolina. So, just beginning with
the top bullet there, that starts with the concept
of charitable giving that I mentioned that was a
portion of the North Carolina settlement. And to
provide some specifics there, the robust Tevel of
charitable giving that Duke and Progress have
provided over the past few years will be continued,
and we are willing to make that in the form of a
guarantee for the same time period — 2017 through
2020 — for slightly in excess of $3% million broken
down between the three companies, as shown on the
slide.

The one-time contribution will also be made 1in
the State of South Carolina for low-income energy
assistance/workforce development. The amount,
based on a pro rata analysis based on number of
customers, if 7% is given North, the corresponding
number for South Carolina is $1.6 million. And as
far as the specifics of administering that one-time
assistance, the company will work with the Office
of Regulatory Staff on some of the specifics around
timing and the counterparties, and we're certainly
happy to keep this Commission informed of those
discussions.

I mentioned fuel savings in connection with a
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settlement that was reached between the company and
the Carolina Utility Customers Association. Of
that additional $35 million, for your information,
approximately $7 million of that will go to the
State of South Carolina in the form of guaranteed
savings. And that amount — the 7 out of 35, or
basically 20 percent — is based on how Duke Energy
Carolinas and Duke Energy Progress allocate their
fuel costs between the various jurisdictions.

And, finally, to discuss what we anticipate
will be cost savings as a result of the proposed
merger, I'd 1ike to just give a little background
on the nature of some of those, as we see them
today. We did document in filings that we have
made some costs that Piedmont will not incur
prospectively. And I think some examples there
would be board-of-directors type costs, costs
associated with administering common stock that
will not be ongoing for Piedmont. There are also
some other costs that can be more economically
achieved by being part of a larger organization, as
opposed to standalone, and we believe some of those
cost savings may present themselves for insurance,
for auditing, for legal: various ways Piedmont can

be more efficient as being part of a larger
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organization.

We also believe that it is Tikely that
Piedmont will have fewer employees, prospectively.
I think that we shared with this Commission 1in
January, and have said consistently, that this s
not a synergy based merger. At the same time, I
believe there will be some reduction of workforce
in corporate type functions, such as information
technology, human resources, et cetera, at
Piedmont's corporate headquarters. So that may be
an opportunity for cost savings.

And there also will be just a general ongoing
search for operational efficiencies. I think we're
just starting to scratch the surface on how we can
institute best practices as Piedmont and Duke learn
from each other, and partner, and try to provide
service in the most efficient manner in order to
keep costs and rates down for customers.

So those would flow through to South Carolina
through annual filings that Piedmont makes each
year. The filing to trigger changes is made in the
middle of June, and Piedmont then adjusts its rates
in November, under the Rate Stabilization Act.
Piedmont has been functioning under the RSA since

2005, and so that is a great vehicle to flow those
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anticipated savings through to Piedmont's customers
in the State of South Carolina.

And just to give some more specifics there,
approximately, at this time, when you Took at
Piedmont, South Carolina represents about 11
percent of the costs that are — of Piedmont's total
costs. Approximately 11 percent are allocated to
the State of South Carolina. So the savings will
follow that same model, and so for just a quick
example, if the savings are $10 million for the
total Piedmont system, then slightly in excess of
$1 million would go to Piedmont customers in the
State of South Carolina. And the factor to achieve
the 11 percent is based on the labor, customers,
and the plant investment in the State of South
Carolina.

So those are my comments to kind of run
through where we are in North, and how I believe
that translates to customers in South Carolina. So
at this point, I will let Frank give his comments.

[Reference Presentation Slide 10]

CHAIRMAN WHITFIELD: Thank you, Mr. Barkley.

Mr. Yoho?

MR. FRANK YOHO [Piedmont Natural Gas]: Thank

you, Chairman Whitfield. [Indicating.] There we
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go. Good morning, everyone. Very exciting about
moving forward within the Duke Energy Gas Business
Unit. Piedmont will retain its name, and our
customers in North Carolina, South Carolina, and
Tennessee will continue to see Piedmont Natural
Gas. And our expectation is to be seamless for the
customers, for this to be a non-event. Hopefully,
down the road, they'll see a lot of benefits and
improvements.

Our operating philosophy will stay the same.
We will stay very focused on safety, operational
excellence, and the customer satisfaction area we
take quite a bit of pride in. We've been working
on that for quite a bit, and the results we've
gained are shown in the next bullet, relative to
J.D. Power, where we've ranked in satisfaction at
8th out of 83. There's some opportunity there to
continue to improve. Then, also with Cogent, some
brand recognition where we were 2nd in the country,
we take a Tot of pride in where we've gotten there,
but we know we can keep on getting better.

Our focus with the customer is that, when they
experience a Natural Gas Unit employee, that they
see an expert, they see someone who really

appreciates their business, they see where safety
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is of the most importance, and, lastly, we're
trying really hard to make it easy for our
customers to do business with us.

[Reference Presentation Slide 11]

The proposed merger will have no detrimental,
as Bruce mentioned, rate impacts. Actually,
they'11 be beneficial rate impacts from the merger.
And, also, there'll be no detrimental operational
impacts from this merger.

Our Gas Business Unit, as I mentioned before,
will continue — will include North Carolina, South
Carolina, Tennessee, but also we will include the
Duke existing gas distribution customers in Ohio
and Kentucky. I think there's a great opportunity
here to share best practices. I've been over there
with the employees based in Cincinnati, with that
area, and they're really good folks, a lot 1ike our
folks here, and I think we can make our Gas
Business Unit even better working together, and I'm
really looking forward to that.

We continue to have infrastructure
investments. The Gas Business Unit will include
those infrastructure investments which we currently
have, plus we'll pull in the Duke natural gas

infrastructure investments, which include the
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larger piece of Atlantic Coast Pipeline, but also
Sabal Trail Pipeline.
[Reference Presentation Slide 12]

I won't go individually, but I'm very excited
about the management team I'11 be working with to
run the Natural Gas Business Unit. 1It's a really
good team. And you'll see some familiar faces, but
also what I know you'll see is a lot of good
experience and focus on the customer and on safety
with this team.

[Reference Presentation Slide 13]

To talk about the integration planning update,
the first I want to say: Between Duke and Piedmont,
it's been an exceptional collaborative cooperation
between the two companies. We've had the luxury of
being six miles from each other. We meet face-to-
face. It's been very open with the same — with the
eye on the same goal of making this an exceptional
Gas Business Unit and really making the merger
seamless for our customers.

The focus, so far to date, has been on day
one, all the changes in systems and such, that our
customers don't see a hitch at all, that it is
seamless for them, and so we've worked a 1ot on how

both companies do different functions and their
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systems 1line up properly, so we can move forward
seamlessly for our customers and for our employees.

From a high level, we made some estimates or
some assumptions around some potential
efficiencies, but really now is where we're moving
forward to Took at those from a detailed bottoms-up
to see what are realistic.

Right now, we're doing systems testing to make
sure on day one, the systems all work, from
Finance, HR, and all the systems that we have.

And, also, we are working on building a long-term
organization. Now, this organization, it could
take to put into place — it could be anywhere from
three months, or it could be two years. A lot of
it is dependent on dependencies on systems, so when
you need your financial systems to get to the
organization you want to get to, it will take
several years to get the systems integrated. So
we'll be working to move as quickly as we can, but
be as diligent as possible so we don't have any
issues with our systems 1in putting the
organizations together.

From a change in management, so far to date
and going forward, we are working very hard to keep

our employees engaged and informed as to what we're
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doing and helping them make the decisions so we can
put this business unit together to be as effective
as possible for our customers.

Chairman Whitfield, that is the end of this
presentation. I'd Tike to thank you and the
Commissioners for your time, and welcome any
questions.

CHAIRMAN WHITFIELD: Thank you. Thank you,
Mr. Yoho.

Now that all three of you have had your
presentations, we'll take questions from
Commissioners. Commissioner Howard.

COMMISSIONER HOWARD: 1I've got a question,
something I didn't quite understand — which could
be anything. The Environmental Defense Fund, you
had a statement about a cost-benefit analysis of
voltage-control technology? What is that?

MS. LYNN GOOD [Duke Energy]: Commissioner,
thank you for that question. 1I'm not sure you've
got the electrical experts at this panel, but I'm
going to give it a try and see if Bruce and Frank
have anything to add.

It's around energy efficiency, effectively,
where we deploy technology to back down voltage in

a way that does not impact service to customers,
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but effectively reduces the amount of electricity
that is being generated and used by customers to
drive lower carbon emissions and an environmental
impact. So there are technologies that we've been
experimenting with to do this. EDF is a strong
advocate for those technologies. And what we've
agreed to do is to pilot them and see what benefits
we can achieve in a way that, of course, does not
affect reliability to customers. And we will
present this to the North Carolina Commission in
2018.

COMMISSIONER HOWARD: Thank you. And just to
make a statement, Mr. Yoho, I'm sure you got a
major compensation package for moving to the
Carolinas, Ohio, and Kentucky. Is that true?

[Laughter]

You don't have to answer. Thank you.

MR. FRANK YOHO [Piedmont Natural Gas]: I'T]
plead the Fifth. Thank you.

[Laughter]

CHAIRMAN WHITFIELD: Good answer.

Commissioner Hamilton.

COMMISSIONER HAMILTON: I'm happy to see that
Mr. Yoho mentioned the Atlantic Coast Pipeline, and

I'd Tike to discuss that with Ms. Good here today.
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I think it would be a good time. I was wondering,
of the number of savings that this merger or
acquisition will bring about, if it would not be
possible for a feasibility study to extend the
pipeline into rural South Carolina. You know,
these counties and these areas that — of course,
Piedmont's not familiar with them, but they really
are — they've got a great deal of potential, but
they don't have resources. And this could make a
tremendous difference. A1l the economic developers
that I've talked with think that, if we could move
— if this pipeline availability would become
available, that it would make a tremendous
difference in the quality of Tife for these rural
counties. And the Grand Strand could be certainly
a booster area to get to, going through these
counties. So I would 1ike to see, if you would, to
give this some great consideration, because it's
extremely important, we feel, to the future of the
Pee Dee. And this is old Progress territory.

I'd Tike to say, too, that I'm still a member
of the Council of Government in the Pee Dee, and I
would Tike for you to know that your industrial
development people, under Clark's leadership, are

doing an excellent job. And this would just be
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giving them another tool to make industrial parks
in these areas really ready.

MS. LYNN GOOD [Duke Energy]: Commissioner, I
appreciate that question and sentiment. And, you
know, one of the things about the Atlantic Coast
Pipeline 1is, its routing has really benefited rural
areas. It represents great construction jobs,
opportunity to put infrastructure in the region.
And where we are in that process: We just received
Notice of Schedule from FERC. We believe we'll be
moving through the FERC process, with a hope and
expectation of approval in 2017, and then
construction will start. So we need to get through
some of the milestones that I just talked about
with the existing pipeline, before we can begin in
earnest to think about extension.

But we see the benefit that could come from
extending that pipeline, for all the reasons that
you mentioned, but, also, additional reliability
for our own system. And so, at the right time, we
will take up a review of how we can continue to
invest.

COMMISSIONER HAMILTON: Thank you, ma'am, very
much.

Thank you, Mr. Chairman.
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CHAIRMAN WHITFIELD: Thank you, Commissioner
Hamilton.

Commissioner Fleming.

COMMISSIONER FLEMING: Good morning.

MS. LYNN GOOD [Duke Energy]: Good morning.

COMMISSIONER FLEMING: 1It's very nice to have
you back today, and to learn how things have
progressed since the January ex parte meeting.

You talked about the negotiations in North
Carolina. To me, it's just very interesting how
each state — how the regulations apply differently
in each state. So I'm curious as to what it was
like to get approval in Tennessee. What was the
process there?

MS. LYNN GOOD [Duke Energy]: Frank, would you
like to take that?

MR. FRANK YOHO [Piedmont Natural Gas]: The
process there was — and I may get this — I'11 be
fairly close to right, and, Bruce, you can correct
me if I'm wrong — there was a change in control in
ownership, so it was a fairly simple process of
filing, and no really significant hearings, per se.
And so it was just to approve that there'd be a
change in control of the facilities operating in

Nashville, Tennessee. So, it is a fairly simple,
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straightforward, and quick process in Tennessee.

COMMISSIONER FLEMING: So, very different from
the North Carolina process.

MR. FRANK YOHO [Piedmont Natural Gas]: Yes.

COMMISSIONER FLEMING: Well, I'm glad that
North Carolina has the process they have, because
we who don't have that same process certainly have
benefited, as well, so we look forward to seeing
how this goes forward. But you don't have an idea
at this time when North Carolina will determine a
decision?

MS. LYNN GOOD [Duke Energy]: There's no
statutory timeline. The milestone that we do know
is that the orders, proposed orders, are due August
25th. And, so, we believe that approval will occur
by the end of year, but any more specifics we don't
have at this point.

COMMISSIONER FLEMING: So there's no timeline
of when you need their approval.

MS. LYNN GOOD [Duke Energy]: The merger
agreement had certain timelines which were
established at the time of the announcement, which
could be extended if, you know, processes were
underway. But we're not up against any deadline

that the commission — you know, that we need to
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discuss here or should be a concern to the
commission.

COMMISSIONER FLEMING: But you did say two
days after they make a decision —

MS. LYNN GOOD [Duke Energy]: Yes.

COMMISSIONER FLEMING: — if it's a positive
one, that —

MS. LYNN GOOD [Duke Energy]: That's true.

COMMISSIONER FLEMING: — the merger will go
forward.

MS. LYNN GOOD [Duke Energy]: Yes.

COMMISSIONER FLEMING: Very good.

MS. LYNN GOOD [Duke Energy]: Thank you.

COMMISSIONER FLEMING: Well, nice to have all
of you here today. Thank you.

MS. LYNN GOOD [Duke Energy]: Our pleasure.

CHAIRMAN WHITFIELD: Thank you, Commissioner
Fleming.

I've got just one or two for you, and I thank
you also for being here. I guess, Mr. Barkley, I
know in your presentation you said that actual
savings would start flowing to South Carolina
customers through our RSA proceedings, and you
anticipate that to be around November 1, 2017. And

with the question that Commissioner Fleming just
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asked about the North Carolina Commission not
having a statutory deadline to issue an order, are
there any other — other than North Carolina — any
other hurdles that you all mentioned in your
presentation that might delay that or change that
timeline that you anticipate?

MR. BRUCE BARKLEY [Piedmont Natural Gas]: No,
sir. I'm not aware of any other hurdles, as you
say, or any other decisions that need to be
reached, other than the NCUC approval, prior to
closing of the transaction. And then, upon close
of the transaction, then these cost savings — some
of which I mentioned some examples — those cost
savings would start to flow, and they would be a
part of our test period for the next RSA, for our
2017 RSA.

So I think that the short answer to your
question is, no, there is nothing else.

CHAIRMAN WHITFIELD: Well, thank you, Mr.
Barkley.

Commissioners, anyone else have any questions?

[No response]

Well, if not, I'd 1ike to thank all three of

you for being here and presenting today. As you

well know, this is our only way to be informed, and
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we thank you for coming here to update us and
inform us, and we ask just to be kept updated Tike
you're doing. I know you were just here in
January, and we do appreciate it, and we've found
all of your presentations very informative, and
thank you. We're adjourned.

[WHEREUPON, at 11:12 a.m., the

proceedings in the above-entitled matter

were adjourned. ]
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Safe Harbor

SAFE HARBOR STATEMENT

This document includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward-looking statements are based on management’s
beliefs and assumptions and can often be identified by terms and phrases that include "anticipate,” "believe," "intend," "estimate," "expect," "continue," "should," "could," "may," "plan," "project," "predict," "will," "potential," "forecast,"
"target," "guidance," "outlook" or other similar terminology. Various factors may cause actual results to be materially different than the suggested outcomes within forward-looking statements; accordingly, there is no assurance that
such results will be realized. These factors include, but are not limited to: state, federal and foreign legislative and regulatory initiatives, including costs of compliance with existing and future environmental requirements or climate
change, as well as rulings that affect cost and investment recovery or have an impact on rate structures or market prices; the extent and timing of costs and liabilities to comply with federal and state regulations related to coal ash,
including amounts for the required closure of certain ash basins, are uncertain and difficult to estimate; the ability to recover eligible costs, including amounts associated with coal ash basin asset retirement obligations and future
significant weather events, and earn an adequate return on investment through the regulatory process; the costs of decommissioning Crystal River Unit 3 and other nuclear facilities could prove to be more extensive than amounts
estimated and all costs may not be fully recoverable through the regulatory process; credit ratings of the company or its subsidiaries may be different from what is expected; costs and effects of legal and administrative proceedings,
settlements, investigations and claims; industrial, commercial and residential growth or decline in service territories or customer bases resulting from variations in customer usage patterns, including energy efficiency efforts and use
of alternative energy sources, including self-generation and distributed generation technologies; advancements in technology; additional competition in electric markets and continued industry consolidation; political, economic and
regulatory uncertainty in Brazil and other countries in which Duke Energy conducts business; the influence of weather and other natural phenomena on operations, including the economic, operational and other effects of severe
storms, hurricanes, droughts, earthquakes and tornadoes; the ability to successfully operate electric generating facilities and deliver electricity to customers including direct or indirect effects to the company resulting from an incident
that affects the U.S. electric grid or generating resources; the impact on facilities and business from a terrorist attack, cybersecurity threats, data security breaches, and other catastrophic events such as fires, explosions, pandemic
health events or other similar occurrences; the inherent risks associated with the operation and potential construction of nuclear facilities, including environmental, health, safety, regulatory and financial risks; the timing and extent of
changes in commodity prices, interest rates and foreign currency exchange rates and the ability to recover such costs through the regulatory process, where appropriate, and their impact on liquidity positions and the value of
underlying assets; the results of financing efforts, including the ability to obtain financing on favorable terms, which can be affected by various factors, including credit ratings, interest rate fluctuations and general economic
conditions; declines in the market prices of equity and fixed income securities and resultant cash funding requirements for defined benefit pension plans, other post-retirement benefit plans, and nuclear decommissioning trust funds;
construction and development risks associated with the completion of Duke Energy and its subsidiaries’ capital investment projects, including risks related to financing, obtaining and complying with terms of permits, meeting
construction budgets and schedules, and satisfying operating and environmental performance standards, as well as the ability to recover costs from customers in a timely manner or at all; changes in rules for regional transmission
organizations, including changes in rate designs and new and evolving capacity markets, and risks related to obligations created by the default of other participants; the ability to control operation and maintenance costs; the level of
creditworthiness of counterparties to transactions; employee workforce factors, including the potential inability to attract and retain key personnel; the ability of subsidiaries to pay dividends or distributions to Duke Energy Corporation
holding company (the Parent); the performance of projects undertaken by our nonregulated businesses and the success of efforts to invest in and develop new opportunities; the effect of accounting pronouncements issued
periodically by accounting standard-setting bodies; the impact of potential goodwill impairments; the ability to successfully complete future merger, acquisition or divestiture plans; the expected timing and likelihood of completion of
the proposed acquisition of Piedmont Natural Gas Company, Inc. (Piedmont), including the timing, receipt and terms and conditions of any required governmental and regulatory approvals of the proposed acquisition that could
reduce anticipated benefits or cause the parties to abandon the acquisition, and under certain specified circumstance pay a termination fee of $250 million, as well as the ability to successfully integrate the businesses and realize
anticipated benefits and the risk that the credit ratings of the combined company or its subsidiaries may be different from what the companies expect; and the likelihood, terms and timing of the potential sale of International Energy,
excluding the equity investment in National Methanol Company, could change the presentation of certain assets, liabilities and results of operations as assets held for sale, liabilities associated with assets held for sale, and
discontinued operations, respectively.

Additional risks and uncertainties are identified and discussed in Duke Energy’s and its subsidiaries’ reports filed with the SEC and available at the SEC's website at www.sec.gov. In light of these risks, uncertainties and
assumptions, the events described in the forward-looking statements might not occur or might occur to a different extent or at a different time than described. Forward-looking statements speak only as of the date they are made;
Duke Energy expressly disclaims an obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.

REG G DISCLOSURE

In addition, today's discussion includes certain non-GAAP financial measures as defined under SEC Regulation G. A reconciliation of those measures to the most directly comparable GAAP measures is available on our Investor
Relations website at www.duke-energy.com/investors/.
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Transaction update

= Completed settlement process in NC with multiple parties; those
documents filed as information with this Commission.

= Concluded hearings in North Carolina before NCUC.

= Working on post-hearing proposed orders to be filed with NCUC.

= The Regulatory Conditions and Code of Conduct, as amended to include
Piedmont, will also be filed with this Commission as approved by the
NCUC.
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Status of Regulatory Approvals

Piedmont Approval Status

Stakeholder Filed Approved

Piedmont
Shareholders

Federal Trade Commission *
(FTC)

Tennessee**

North Carolina ***

Closing targeted, per merger agreement, two days after the last required approval.

*Received early termination of HSR waiting period on December 22, 2015

** Kentucky Commission issued order on March 7, 2016 indicating agreement that their statute does not apply. Change in control of Piedmont was approved by Tennessee
Regulatory Authority by order issued March 28, 2016.

** Notice filed with Public Service Commission of South Carolina.
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Highlights of Settlement with NC Public Staff

= Revised Duke’s regulatory conditions to add Piedmont.

= Provides $10M hill credit to Piedmont customers associated with
future cost savings, subject to inclusion in future general rate case to
prevent double payment.

= Guaranteed community support for four years.

= One time contribution to workforce development and low income
assistance.

= Direct merger-related expenses, including severance, excluded from
future recovery. (Exception in place for capital expenditures, such as
IT, that result in savings that offset associated costs).
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Highlights of Settlement with Other Parties

= Carolina Utility Customers Association

— Guaranteed the NC-allocable share of an additional $35M of system
fuel savings from operations under Joint Dispatch Agreement to
customers of DEC/DEP

— Increased existing guarantee to $722M
(to be achieved by December 31, 2017)*

= Environmental Defense Fund

— DEC and DEP agreed to perform cost-benefit analyses of voltage
control technology

— Results to be provided to NCUC by October 2018
*Achieved cumulative savings of ~$689 million through 2Q 2016
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Highlights of Hearing before NCUC

Hearing held before NCUC in Raleigh on July 18 and 19, 2016.

In light of settlements, the only cross examination was conducted by City of Fayetteville
and NC WARN.

= Proposed Orders are due August 25, 2016.
= NCUC does not have a required deadline for issuance of its order.

= Based on settlements and the few issues in dispute, pending NCUC order and

timing included in remaining closing conditions, closing could occur earlier than end of
the year.
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Benefits to South Carolina

= Charitable Giving of $3.55M in South Carolina for 2017 — 2020.
— Committed giving levels - DEC $2.25M, DEP $1.0M, PNG $ 0.3M.

= One-time contribution of $1.6M to SC workforce development/low income energy
assistance.

— Amount based on NC contribution of $7.5M and ratable contribution to SC based
upon number of customers.

= DEC/DEP Fuel Savings Guarantee to SC customers of allocable share of
approximately $6.7M of the additional $35 million commitment.

— Based on SC percentage of DEC and DEP fuel costs.

= Merger Related Cost Savings

— Actual savings to flow to SC customers via Piedmont's annual RSA rate changes, beginning
November 1, 2017,

— SC to receive approximately 11% of actual savings. For example, if actual savings are $10
million, the SC allocation would be $1.1 million.
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Post-close operations of Piedmont Natural Gas

Piedmont will retain its name as a separate legal entity and wholly-owned subsidiary of Duke Energy.

= Continuation of natural gas utility operational philosophy and continuity of core operating management
team allows for maintenance and enhancement of excellent customer service provided to South
Carolina customers.

= Piedmont’s J.D. Power 2015 Gas Utility Residential Customer Satisfaction ranked 8™ of 83
companies. Also named one of Cogent Report’s 2015 Most Trusted Utility Brands (2" Most Trusted
Natural Gas Utility Brand).

= Continue to promote customer service and operational excellence embodied in EASE:
— Experts at what we do
— Appreciation of our customers
— Safety as our first priority
— Easy to conduct business with
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Post-close operations of Piedmont Natural Gas, continued

= Proposed merger with Duke Energy will have no detrimental rate or operational
Impacts for South Carolina customers.

= Piedmont will continue to manage its existing natural gas local distribution (LDC) utility
operations in South Carolina, North Carolina and Tennessee. Frank Yoho will also be
responsible for Duke Energy’s LDC operations in Ohio and Kentucky after completion
of proposed merger.

= Piedmont will continue to hold and manage its equity investments in Atlantic Coast
Pipeline, Cardinal Pipeline, Constitution Pipeline, Hardy Storage, and Pine Needle
LNG. Also responsible for Duke Energy’s equity investment in Atlantic Coast Pipeline
and Sabal Trail Pipeline after completion of proposed merger.
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Integration Planning - Tier 2 Announcement made June 22

= Frank Yoho, Executive Vice President, President, Natural Gas

— Victor Gaglio will be responsible for leading Gas Utility Operations which consists of Construction, Engineering,
Operations Support, Operations & Maintenance, Operations Performance, Asset Management/Integrity, Gas
Control, GIS, Enterprise Quality Management, Change Management and OASIS Change Management.

— Itis important that we maintain our support of our regional Ohio/Kentucky operations. As such, Gary
Hebbeler will report to Victor and continue to lead the Gas Utility Operations in the Midwest which consists of
Construction, Operations and Maintenance.

— Karl Newlin will be responsible for leading the Gas Commercial Operations which includes Supply, Wholesale
Marketing, Transportation & Pipeline Services, Field Customer Service, Sales & Delivery and Business
Development.

— Phillip Grigsby will be responsible for gas midstream development which includes business development, joint
venture management, FERC Regulated Gas Transmission and Energy Innovation.

— Bruce Barkley will be responsible for leading Rates & Regulatory (NC/SC/TN), Community Relations
(NC/SC/TN) and State Legislative Affairs (TN) for the Gas Business. He will also coordinate with the Community
Relations and State Legislative Affairs functions in the Duke Energy electric service territories in North and South
Carolina.
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https://portal.duke-energy.com/OurCompany/News/Documents/2016/Lynn%20Good/Executive%20Profile_Gaglio.pdf

https://portal.duke-energy.com/OurCompany/News/Documents/2016/Lynn%20Good/Executive%20Profile_Hebbeler.pdf

https://portal.duke-energy.com/OurCompany/News/Documents/2016/Lynn%20Good/Executive%20Profile_Newlin.pdf

https://portal.duke-energy.com/OurCompany/News/Documents/2016/Lynn%20Good/Executive%20Profile_Grigsby.pdf

https://portal.duke-energy.com/OurCompany/News/Documents/2016/Lynn%20Good/Executive%20Profile_Barkley.pdf



Integration Planning Update — Key Activities

Completed Day One requirements and operating plans

= Current State Analysis: Documented Duke and Piedmont functional similarities and

: : differences and Legal Day One business and technical requirements
Integration Planning &

Execution = Day One Operating Plans: Determined how key processes and functions will be coordinated
(To date) on Day One
= Prepared Business Cases and Cost to Achieve (CTA) estimates

= Completed top-down analysis of efficiency opportunities in integrated company

Conduct Day One systems testing
Design Interim (by 1/1/17) & Future State (by 12/31/18) Organizations
= Develop bottom-up analysis of efficiency opportunities

Key Next Steps
(July- September) = Create Future State Business Cases and CTA Estimates

Roll-out Change Management communications
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