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PRESICING: Chairman Finley and Commissioners Beatty, Bailey, Dockham Patterson & Gray
PLACE: Dobbs Building, Raleigh, NC

DATE: July 18, 2016

TIME: 2:00 p.m.—5:20 p.m.

DOCKET NO.: E-2, Sub 1095, E-7, Sub 1100 and G-9, Sub 682

COMPANY: Duke Energy Corporation and Pledmont Natural Gas Company, Inc.
DESCRIPTION: Application to Engage in Business Combination Transaction and Address Regulatory
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Kodwo Ghartey-Tagoe, Esq.

FOR PIEDMONT NATURAL GAS COMPANY, INC.:
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FOR CAROLINA UTILITY CUSTOMERS ASSOCIATION, INC.:
Robert F. Page, Esq.

FOR ENVIRONMENTAL DEFENSE FUND:
Tatjana Vujic, Esqg.
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Antoinette R. Wike, Esq.
Elizabeth D. Culpepper, Esq.
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Beth Hanry Catherine Chandler Andrew Hernandez
Clint McSherry Hope Taylar ' Dr. Richard Fireman
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Thomas £, Skains



EXHIBITS

Fireman Exhibit Number 1 {I)

Application of Duke Energy Corporation and Piedmont Natural Gas, Inc., and Exhibits A, B, Cand D {A)
Agreement and Stipufation of Settlement Between The Applicants and The Public Staff, as amended {A)
Agreement and Stipulation of Settlement Between The Applicants and CUCA [A)

Agreement and Stipulation of Settlement Between The Applicants and Environmental Defense Fund (A)
NC WARN Good/Skains Cross-Exhibit 1 {A)

COPIES ORDERED: E-mail: Somers, Jeffries, Runkle, West, Wike and Culpepper

-Paper: Finley {Kim made copy}
REPQRTED BY: Kim Mitchell TRANSCRIPT PAGES: 169
TRANSCRIBED BY: Kim Mitchell PREFILED PAGES: 27
DATE TRANSCRIBED: July 22, 2016 TOTAL PAGES: 142



NORTH CAROLINA UTILITIES COMMISSION
APPEARANCE SLIP

E-g Sub [095;
pate 7[ \%’/\Q DOCKET #: E-7, Sulp 1100; ('9-"? Suy L8
NaME AND TATLE OF ATTORNEY *Rbber.\_ =3 "-Fb_a&
FIRM NAME (i & in, WL P
ADDRESS H0{0 ?.nrre& Te., ouite ADS
cLTY?odm\ﬁ ZIP 7609

APPEARING FOR: Cmumﬂ,lklal\{ (l_u5+cmer5 ﬂﬁﬁocial-(or\inc.,

APPLICANT COMPLAINANT INTERVENER v
PROTESTANT RESPONDENT DEFENDANT

PLEASE NOTE: Electronic Copies of the regular
transcript can be obtained from the NCUC web site at
HTTP://NCUC.commerce.state.nc.us/docksrch.himl under
the respective docket number.

Number of Electrxonic Copies for regular
transcript. Thexre will be a charge of 85.00 for each
emailed copy. Please indicate your name, phone number
and emzll below.

Number of copiles of Confidential portion of
regular transcript (assuming a confidentiality
agreement has been signed). This will be mailed.
Name :

Phone #:
Email:

Signature:

¥%*PLEASE SIGN BELOW IF YOU HAVE SIGNED A
CONFIDENTIALITY AGREEMENT. CONFIDENTIAL PORTIONS OF
TRANSCRIPT WILIL ONLY BE PRCVIDED UPON SIGNATURE!*#*%

Signature:
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NORTH CAROLINZ UTILITIES COMMISSION
‘ . APPEARANCE SLIP

. E,‘d.-; é}k}*}lﬁ;
DATE 7 ~ | - & DOCKET #: \v“?ca_ S\J&é’u B2
NAME AND TITLE OF ATTORNEY TANTTIDwiA VITIC TR TOR,
FIRM NAME . ENVEZOAMAGIT AL Saferee. oty
ADDRESS, HOMO WETCHAWE BLOvD, SUTE QO
CITY €A cniir 12 20

APPEARING FOR: @VJ@ONMWM 'DSEC@\&E SUS

APPLICANT COMPLAINANT INTERVENER X
PROTESTANT RESPONDENT DEFENDANT

PLEASE NOTE: Electronic Copiss of the regular
transcript can be obtained from the NCUC web si
HTTP: //NCUC.commarce. state.nc. us/docksrch. himl und

the respective docket number.

at
=1

Number of Electronic Copiess fox regulax
transcript. There will bz & charge of $55.00 for each
emailad copy. Plezse indicate your name, phone numoar

and emzil below.

Number of coples of Confidential portion of
ragular ftranscript (assuming a confidentiality
agreement has been signad) This will be mailed.
Name
Phone #: -

- Email: yd )N
Signature: _/)//:7C%2?7;// ;
f— /
S PLELSE BETL.OW IF YOU HAVE SIGHED A
CONFIDENTLAZITY AGREEMENT., CONFIDENTIAL PORTIONS OF

- TRANSCRIPT WILL ONLY BE PROVIDED UPON STGNATURE!*#%

Signzturs:




NORTH CAROLINZ UTILITIES COMMISSION
PUBLIC STAFFE - APPEARANCE SLIP

DATE -07/18/16 DOCKET #s: E-2, Sub 1095, E-7,

Sub 1100, G-9, Sub
682

PUBLIC STAFF MEMBER Antoinette R. Wike

ORDER FOR TRANSCRIPT OF TESTIMONY TO BE EMAILED TO THE
PUBLIC STAFF - PLEASE INDICATE YOUR DIVISION AS WELL AS
YOUR EMAIL ADDRESS BELOW:

ACCOUNTING

WATER

COMMUNTICATTIONS

ELECTRIC

GAS

TRANSPORTATION

ECONOMICS

LEGAL antolnettte.wikelpsncuc.nc.gov
CONSUMER SERVICES

PLEASE NOTE: Electronic Coples of the regular transcript
can be obtained from the NCUC web site at
HTTP://NCUC.commerce.state.nc.us/docksrch. html under the
respective docket number.

Number o¢f coples of Confidential portion of
regular transcript (assuming a confidentiality agreement
has been signed). Confidential pages will still be

received in paper copies.

***PLEASE INDICATE BELOW WHO HAS SIGNED A CONFIDENTIALITY
AGREEMENT. IF YOU DO NOT SIGN, YOU WILL NOT RECEIVE THE

CONFIDENTIAL PORTIONS!!!!
211 Public 5taff personnel working on case.

Signature of Public Staff Member



NORTH CAROLINA UTILITIES COMMISSION
PURLIC STAFF - APPEARANCE SLIP

DATE  07/18/16 DOCKET #s5: E~2, Sub 1095, E-7,

Sub 1100, G-9, Sub
682 '
PUBLIC STAFF MEMBER Elizabeth D. Culpepper

ORDER FOR TRANSCRIPT OF TESTIMONY TO BE EMATLED TO THE
PUBRLIC STAFF - PLEASE INDICATE YQUR DIVISION AS WELIL AS
YOUR EMATIL ADDRESS BELOW:

ACCOUNTING
WATER
COMMUNICATIONS
ELECTRIC

GAS
TRANSPCOCRTATION
BECONOMICS
LEGAL elizabeth.denninglpsncuc.nc.gov
CONSUMER SERVICES

PLEASE NOTE: Electronic Copies of the regular transcript
can be chtained from the . NCUC web site  at
HTTP://NCUC.commerce.state.nc.us/docksrch.html under the
respective docket number.

Number of copies of Confidential portion of
regular transcript (assuming a confidentiality agreement
has Dbeen signed).  Confidential pages will still be
received in paper copiles.

Fx*PIEASE INDICATE BELOW WHO HAS SIGNED A& CONFIDENTIALITY
AGREEMENT. IF YQU DO NOT SIGN, YQOU WILL NOT RECEIVE THE

CONFIDENTIAZAL PORTIONS!IT!I.
211 Public Staff personnel working on case.

-
?iéﬁbwﬁfbwﬁﬁqi/‘)i}: Citrrernfcr—
Signafure of Public Staff Merber
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Sea-level Rise and Coastal Inundation Observed Rates of Sea-level Rise
along the North Carolina Coast
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— Wilmingtan, NE

A one-faot rise in sea level can cause the inland :
Duek Fier MO

movement of the shoreline by 2,000 to 10.000 feet _ . , .
when the land is as flat as the Narth Carclina ccast. : 1955 wes 1975 1985 1995 7005

Land in Red is at Risk of Loss
Due to 5ea-level Rise by 2100

The North Carolina coast is particularly
vulnerable to sea-level rise for several reasons:
the land has very little slope, meaning that even
small increases in sea level result in a wide
expanse of coastal land being inundated and lost.
In addition, while sea level is rising globally due to
warming, the coastal land in this area is slowly
sinking due to tectonic forces, so the relative sea-
level rise is larger here than in places where the
coastline is stable or rising. Thus the current rate
of sea-level rise in this area is about twice the
global average.

Global warming causes sea level to rise for

several reasans. First, as water warms it expands,

taking up more space. Second, as mountain

glacters around the world melt, this water flows

to the oceans. And third, the two large polar ice 4

sheets on Greenland and Antarctica are now Ny b o atead Tor a0t

meiting, although how much and how fast they o 2.8 ) : T
ot L - magmid) N 1626sq nites

will melt is not well known. Thus current . 2r L _ sty B, 20735 mies -

projections of future sea-level rise don't fully B i ' . )

account for changes in the large ice sheets, and The sea-level rise projections for this

future sea-level rise could be greatet than the area range from about one to three feet

assumptions used in this study. within this century, with additional
increases later

el Rise
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Property Losses

|. The value of property at risk to sea-level
rise in just four counties over the next 75
years is $6.9 billion.

2. Projected losses in residential property
values vary by county, with the northern
counties comparatively more vulnerable than
the southern. The property at risk in Dare
County ranges from 2% to 12% of the total

property value.

Carteret County (a), lidar elevation surface (b}, distance
to shoreline {c), and tax parcel centriods (d).

New Hanover, Dare, Carteret, and Bertie Counties
were chosen for this analysis because they represent
a cross-section of the NC coast geographically and in
terms of develepment. Three of these are also the
three most populous counties on the NC coast.

Recreation and Tourism

3. The lost recreation value of climate
change-induced sea-level rise to local beach
goers is projected to be $93 million a year by
2030 and $223 million a year by 2080 for the
southern North Carolina beaches.

4, Spending by non-local North Carolina
residents on beach trips would fall signifi-
cantly with warming-induced sea-level rise,
dropping by 16% per year by 2030 and by
48% per year by 2080.

5. Reduced opportunities for heach trips and
fishing trips are projected to result in lost
recreational benefits totaling $3.9 billion for
the southern North Carolina beaches over the
next 75 years.

OnIy‘ the southern NC counties of Brunswick, New Hanover,
Pender, Onslow, and Carteret were considered in the beach

recreation analysis, due to dat limitations,

Average width (in

Projected ‘Beach. -+ feet) in cach year
Changes in L - 2004, 2030 2080
Beach Width for FortMacon 0 40 0
the Southern NC Atlantic Beach 135_85 0
Beaches Pine Kno}l Shores g 60 0
Indian Beach/Sajrer Path - 90 - 40 - 0 .
By 2080, 4 of the g oraidiste 130_80 0
17 recreational Morth Topsail Beach ~ - 82 32 o
swimming beaches g ¢ City : 90 .40 O
- insouthern NC - 355 Beach 110 60 -0
are projected to Wrightsville Beach 160110 3
have ercded all “Carolina Beach © . -185 135 - 28
the way to the Kure Beach . - 30_80 ¢
road, maldng beach “Fort Fisher - T 4007 350 243
recreation no Caswell Beach’ 80 30 0.
longer possible. Oak Island -~ 120 0 0.
Holden Beach 920 - 40 0
‘Ocean Isle Beach 85 35 Q
‘Sunset Beach 115 85 0




Business, Agriculture, and Forests

&. Increased hurricane intensity will interrupt businesses,
reducing economic output to varying degrees, depending on
location and the severity of warming. Business interruption
losses in just four NC counties due to increases in category
3 hurricane severity (excluding increases in all other
categories) are projected to rise by $34 million per storm
in 2030, and by $157 million per storm in 2080. Assuming
no increase in hurricane frequency, the projected cumulative
losses from 2004 to 2080 due to increased category 3
severity in these four counties amount to $1.44 billion,

7. Increasing storm intensity is expected to have serious
impacts on agriculture. A category | hurricane now causes
about $50 million in agricultural damage, a category 2,
about $200 million, and a category 3, about $800 million,
illustrating how significant an increase in hurricane
intensity would be for this sector.

8. Increased forest damage associated with an increase in
storm severity from category 2 to category 3 is about 150%
per storm event, or about $900 million more in damages.

The four counties {New Hanover, Dare, Carteret, and Bertie Counties) selectc

analysis represent a range of geographic location and urbanization intensity. Chan

hurricane categorics were identified as the most ilecly impacts of climate chancc .
low-intensity storms cause less physical damage than do high-intensity stor ms, lo} InLensity storms occur with
much greater frequency, especially in North Carelina; thus, their cumulative economic. 1mp.~; 15 can be ve

impacts of Increased Storm Severity on NC
Timber Damage (2004 dollars)

- ‘Hurricane -  NC Statewide - ~ ~~ 'NC Statewlde = - Storm - : NC Statewlide Totals -
Category  Forest Acres Da.maged Timber Damage Losses, Category C o '(2004 dollars)
i 8 million acres .~ - .. $0.6 biflion . ) Tropical Storm - . $53,695,3¢8 RN
3 ' _..3.3. million acres.. - C %15 billien | Category | B : . $32,878,3(7 g

Category 2~ .. © .. . %208,558,508
Category 3 583_7.3?.1,329 -

A5 hurricanes increase in mtensﬂ:y
average d}mages rise. :
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View this article online: hitp://www.insnu i com/news/nati / 5089 .ht

RIMS 2016: Sea Level Rise Will Be Worse and Come
Sooner

Think sea level rise will be moderate and something we can all plan for? Think again.

Sea levels could rise by much more than originally anticipated, and much faster, according to new data being
collected by scientists studying the melting West Antarctic ice sheet — a massive sheet the size of Mexico.

That revelation was made by an official with the National Oceanic and Atmospheric Administration on Tuesday
at the annual RIMS conference for risk management and insurance professionals in San Diego, Calif.

The conference is being attended by more than 10,000 people, according to organizers. It was day No. 3 of the
conference, which ends Wednesday.

Margatet Davidson, NOAA’s senior advisor for coastal inundation and resilience science and services, and
Michael Angelina, executive director of the Academy of Risk Management and Insurance, offered their take on
climate change data in a conference session titled “Environmental Intelligence: Quantifying the Risks of Climate
Change.”

JRIMS|16

Davidson said recent data that has been collected but has yet to be
made official indicates sea levels could rise by roughly 3 meters or 9 feet by 2050-2060, far higher and quicker
than current projections. Until now most projections have warned of seal level rise of up to 4 feet by 2100.

These new findings will likely be released in the latest sets of reports on climate change due out in the next few
years.

“The latest field data out of West Antarctic is kind of an OMG thing,” she said.

Davidson’s purpose was to talk about how NOAA is sharing information with the insurance community and the
public, and to explain how data on climate change 15 being collected.

She explained that reports like those from the Intergovernmental Panel on Climate Change and the National
Climate Assessment, which come out roughly every five years, are going on old data.

By the time the scientists compiling those reports get the data it’s roughly two years old, because it tock those
gathering the data that long to collect it. It takes authors of the reports a few years to compile them.

“By the time we get out the report, it’s actually synthesizing data from about a decade ago,” she said.



Angelina’s focus was also on the data. He spoke about the ongoing development of the Actuaries Climate Index
and the Actuaries Climate Risk Index.

et

The goals of the projects are to create climate change indices that reflect an actuarial perspective, to create an
index that measures changes in climate extremes, use indices to inform the insurance industry and the public,
and promote the actuarial profession by contributing statistically to the climate change debate.

So far their findings show the climate is definitely changing — thougli neither Davidson nor Angelina addressed
the cause of this change, which they said was not the purpose of their talk.

Angelina said a new way of looking at weather is required when dealing with climate change, and that just
looking at averages isn’t enough to give an accurate picture of climate change and the risk it presents.

The projects he’s involved with have instead locked at weather extremes.
“By looking at extremes I can actually acknowledge that I have a problem,” he said.
He used the notoricus Bell Curve grading system to illustrate his point.

The goal of the curve is to achieve a 70 percent average among students. But if a teacher got to that 70 percent
figure by having half the students failing poorly and half doing excellently, there’s a problem: half of the students
aren’t getting it. :

Locking at extreme temperature indices from more than 40 years ago and now, “things are different,” he said.
So too are days of excessive rain, and excessive dry days, wind power and the sea level index.

“They’re all up,” he said. |

He added: “We're in a different climate. The climate has changed.”

Related:

¢ RIMS 2016; Wearable Téch.'A utomated Vehicles Dominate [nsurance Horizon

» RIMS 2016; Employee Vs, Contractor Debate to Become Even Hotter
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Climate éhange puts 1.3bn people and $158tn at
risk, says World Bank

Organisation urges better city planning and defensive measures to defend against rapid rise in climate
change-linked disasters

Larry Elliott Economics editor
Monday 16 May 2076 15.00 EOT

The global community is badly prepared for a rapid increase in climate change-related natural
disasters that by 2050 will put 1.3 billion people at risk, according to the World Bank.

Urging better planning of cities before it was too late, a report published on Monday from a Rank-
runt body that focuses on disaster mitigation, said assets worth $158tn - double the total annual
output of the global economy - would be in jeopardy by 2050 without preventative action.

The Global Facility for Disaster Reduction and Recovery said total damages from disasters had
ballooned in recent decades but warned that worse could be in store as a result of a combination
of global warming, an expanding population and the vulnerability of people crammed into slums
in low-lying, fast-growing cities that are already overcrowded.

“With climate change and rising numbers of people in urban areas rapidly driving up future risks,
there’s a real danger the world is woefully unprepared for what lies ahead,” said John Roome, the
World Bank Group’s senior director for climate change.

“Unless we change our approach to future planning for cities and coastal areas that takes into
account potential disasters, we run the real risk of locking in decisions that will lead to drastic
increases in future losses.” '

The facility’s report cited case studies showing that densely populated coastal cities are sinking at
a time when sea levels are rising. It added that the annual cost of natural disasters in 136 coastal
cities could increase from $6bn in 2010 to $1tnin 2070.

The report said that the number of deaths and the monetary losses from natural disasters varied
from year to year, but the upward trend was pronounced.

Total annual damage - averaged over a 10-year period - had risen tenfold from 1976-1985 to
2005-2014, from $14bn to more than $140bn. The average number of people affected each year
had risen over the same period from around 60 million people to more than 170 million. '

Although developed countries have been responsible for the bulk of historic global emissions,
poorer countries are more vulnerable to the impact of climate change and they demanded
financial help from the west as part of last December’s breakthrough global deal to reduce
emissions.



R

¥ Oxfam this week called on rich countries to make good on the pledges made at the Paris
conference to provide the funding to help developing countries adapt to the effects of global
warming.

“Climate change is a brutal reality confronting millions of the world’s most vulnerable people.
Their need for financial support to adapt to climate extremes is urgent and rising,” Oxfam said in
its Unfinished Business report.

“International support for adaptation falls well short of what is needed. Latest estimates indicate
that only 16% of international climate finance is currently dedicated to adaptation - a mere $4bn-
$6bn per year of which is public finance.”

According to the the facility, disaster risk is affected by three factors. It said these were: hazard -
the frequency of potentially dangerous naturally occurring events, such as earthquakes or tropical
cyclones; exposure - the size of the population and the economic assets located in hazard-prone
areas; and vulnerability - the susceptibility of the exposed elements to the natural hazard.

It added that hazard was increasing due to climate change; exposure was going up because -more
people were living in hazardous areas and that vulnerability was on the rise because of badly
designed and poorly planned housing.

The World Bank-run body said the population was expected to rise by at least 40% in 14 of the 20
most populated cities in the world between 2015 and 2030, with some cities growing by 10
million people in that pericd. “Many of the largest cities are located in deltas and are highly prone
to floods and other hazards, and as these cities grow, an ever greater number of people and more

. assets are at risk of disaster.”

Francis Ghesquiere, head of the secretariat at the The Global Facility for Disaster Reduction and
Recovery, said: “By promoting policies that reduce risk and avoiding actions to drive up risk, we
can positively influence the risk environment of the future. The drivers of future risk are within
the control of decision makers today. They must seize the moment.”

More news

Topics
World Bank Climate change Natural disasters and extreme weather Global economy Economics
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NORTH CAROLINA
PUBLIC STAFF
UTILITIES COMMISSION

May 3, 2016

Frank K. Berry

© 607 W. Union St.

Morganton, NC 28655

Re: NCUC Docket Nos. E-2, Sub 1095, E-7, Sub 1100; and G-9,
Sub 682 — Application of Duke Energy Corporation and Piedmont
Natural Gas Company, Inc., for Authority to Engage in a Business
Combination Transaction

Dear Mr. Berry:

Thank you for your letter of April 20, 2018, regarding the proposed merger
of Duke Energy Corporation and Piedmaont Naturat Gas Company. Mr. Ayers has
asked me to respond on his behalf.

The Public Staff is responsible for representing consumers in matters bhefore
the Utilittes Commission affecting public utility rates and service. We have
assigned a task force consisting of -accountants, engineers, attorneys, and
financial analysts to review the proposed merger transaction, including the market
power and cost-benefit analyses submitted with the application.

The standard for approval of the merger is that it be found by the
Commission to be justified by the public convenience and necessity. This has
been held to mean that the transaction will have no adverse impact on the utilities’
North Carclina retail ratepayers, that consumers are protected as much as
possible from potential costs and risks related to the transaction, and that there
are sufficient benefits from the transaction to cffset any such costs and risks.

The purpose of the Public Staff investigation is to identify, and to the extent
possible quantify, ali known and potential benefits, costs, and risks to ratepayers
related to the merger and to recommend appropriate regulatory conditions ensure

Executive Director Conmmunicalions Feonamic Researeh Legal Transportaiion
733-2435 733-2810 73J-2902 ¥33-6110 733-776¢6
Accounting Coansumer Serviees Eteetric Naturo! Gas Water
7334279 1339277 733-2267 7334326 733.5610

4326 Mail Service Ceuter « Raleigh, North Caroling 276994300 « Fax {919) 733-2365
An Eqgual Oppartunity / AlTlirarative Action Empleyer
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-Frank K Berry
Page Two. .
May 3,.2016

that the standard for approvai s ciearfy met before the. partles arexalio
proceéed W|th the transaction. You may, follow the proceedlng ;
Commlssmn s website www.ncuc:net by chckmg on "Docket Search" and_._
any. one of the docket and.sub docket numbers o

| T_hank_. you again for-ta}gmg-tlme to make us aw_a_‘re___of'.-yo;ﬁr,.'-"c:__o__ﬁ_c_g:_-_ﬁ_g_}""'

Smcerely, | PR

_ Antomette R. Wke
«Chief (}ounsel

ce:’ Chief Clerk

ok

-May:03-2016 -
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- April 20,2016

RECEWED.

APR 25 201

ECUTIVE DIRECTOR
PUBUC STAFF

Mr. Christopher J. Ayers, Executive Duector
Public Staff—North Carolina Utlhhes Comnnssmn
4326 Mail Service Center

Raleigh, NC 27699-4300

'RE: Docket No. E2 Sub 1093

" Docket No. E7 Sub 1100
D_ocket No. G9 Sub 682

Dear Mr. Ayers,

I am vehemently opposed to Piedmont Natural Gas becoming a “direct, wholly owned subsidiary of Duke.”
North Carolina is already behind many states that have deregulated electric rates enabling customers to
purchase electricity as low as $.09 per kwh. I currently pay $.13 to $.14 per kwh.

To enable Duke to control both these services of energy, electricity and natural gas, would have the potential of
further financial increases to customers.

I strongly recormmmend that you disallow this merger between Duke Energy Corp. and Piedmont Natural Gas.

Sincerely,
Frank K. Bérry

607 W. Union St.
Meorganton, NC 28655
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BEFORE THE NORTH CAROLINA UTILITIES COMMISSI?‘N

DOCKET NO. B-2, SUB 1095 D
DOCKET NO. E-7,suB1ioo  JUL 26 2018

DOCEKET NO. G-9, SUB 682 Clerk's Office
N.C.Utilities Commissian

In the Matter of
APPLICATION OF DUKE ENERGY
CORPORATION AND PIEDMONT
NATURAL GAS, INC. TO ENGAGE IN
A BUSINESS COMBINATION
TRANSACTION AND ADDRESS
REGULATORY CONDITIONS AND
CODE OF CONDUCT

Application of Duke Energy
Corporation and Piedmont Natura]
Gas, Inc. to Engage in a Business
Combination Transaction and
Address Regulatory Conditions and
Code of Conduct

R e LN A T

Duke Energy Coxﬁoration (“Duke Energy”) and Piedmont Natural Gas
Company, Inc. (“Fiedmont™) (collectively referred to as “the Applicants”) hereby
apply to the North Carolina Utilities Commission (“the Commission”) pursuant to
N.C. Gen. Stat. § 62-111(a), Commission Rule R1-5, and Regulatory Condition 9.1"
for authorization to: engage in a business combination transaction (“Tramacti‘on" or
“Merger”} pursuant to the Merger Agreement attached hereto as Exhibit A ("Merger
Agreement”); and revise and apply Duke Energy Carolinas, LLC’s ("DEC”) and
Duke Energy Progress, LLC’s (*“DEP”) Regulatory Conditions and Code of Conduct
to Piedmont. In suppo'rt of this Application, the Applicants show the following:

| 1. Duke Bnergy is a corporation organized and existing under the laws of
the State of Delaware. Its principal office is located at 550 South Tryon Street,

Charlotte, North Carolina 28202, and it is the sole owner of DEC and DEP. DEC and

! As approved by the Commission in its June 29, 2012 Order Approving Merger Subject to Regulatory
Conditions and Code of Conduct in Docket Ne. E-2, Sub 998 and E-7, Sub 988, Regulatory Condition
9.1 requires that, for proposed business combinations that will have an Effect on DEC’s or DEF’s
Rates or Service, applications for approval of such business combinations under G.S. §62-111(z) must
be filed at leasl 180 days in advance of the close of the proposed combinationr.

1
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DEP are electric utilities organized, existing and operating under the laws of the State
of North Carolina and are authorized to generate, transmit and distribute electric
power in their respective service territories in North Carolina and South Carolina.
DEC’s service ferritory in North Carolina and South Carolina encompasses
approximately 24,000 square miles, and it serves 2.5 million customers. DEP’s
service territory in North Carolina and South Carolina encompasses approximately
32,000 square miles, and it serves 1.5 million customers. Duke Energy is aiso the
sole owner of Forest Subsidiary, Inc. (“Forest™), a North Carolina corporation created
to accomplish the Transaction. Forest does not provide utility service in North
Carolina and is not subject to the jurisdiction of the Commission. Dui;e Energy’s
subsidiaries Duke Energy Indiana, LLC, Duke Energy Ohio, LLC (“DEQ”), Duke
Energy Kentucky, LLC (“DEK”}, and Duke Energy Florida, LLC also serve a
combined 3.3 million electrc customers in their respective territories, and DECO and
DEK serve 500,000 retail gas customers.

2. Piedmont is a corporation organized and existing under the laws of the
State of North Carolina. Its principal office is located at 4720 Piedmont Row Drive,
Charlotte, North Carolina 28210. Piedmont is a natwal gas atility authorized to
distribute natural gas services to customers in its service territory in North Carolina,
South Carolina and Tennessee. Piedmont’s service territory ie Nerth Carolina and
South Carolina encompasses approximately 32,000 square miles, and it serves
approximately 1 million customers.

3. The names and addresses of the Applicants’ attarneys who are

authorized to receive notices and communications with respect to this application are:
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Kodwo Ghartey-Tagoe :

Senior Vice President — State and Federal Regulatory Legal Support
Duke Energy Corporation

DEC 45A/P,0C. Box 1321

Charlotte, North Carolina 28201

Telephone: (704) 382-4295

Email: Kodwo.Ghartey-Tagoe@duke-energy.com

Lawrence B. Somers

Deputy General Counsel

Duke Energy Corporation

Post Office Box 1551/NCRH 20
Raleigh, North Carolina 27602
Telephone: (919) 546-6772

Email: Bo.Somers@duke-energy.com

Dwight Allen

The Allen Law Offices

1514 Glenwood Avenue, Suite 200
Raleigh, North Carolina 27608
Telephone: (519) 838-0529

Email: dallen(@theallenlawoffices.com

Robert W. Kaylor

Law Office of Robert W. Kavior, P.A.
353 E. Six Forks Road, Suite 260
Raleigh, NC 27609

Telephone: (919) 828-5250

Email: bkaylor@rwkaylorlaw.com

James H. Jeffries, IV

Moore & Van Allen, PLLC

100 North Tryon Street, Suite 4700
Charlotte, North Carolina 28202
Telephone: (704)331-1079
Email: jimjeffries@mvalaw.com

THE TRANSACTION
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4, On or about October 24, 2015, Duke Energy, Forest, and Piedmont
entered into an agreement setting forth the terms of the Transaction. A copy of the

Merger Agreement is attached to this Application as Exhibit A. The Trapsaction,



which is explained in detail in a filing with the United States Securities and Exchange

Commission”

, may be fairly summarized as follows:
a. Forest and Piedmont will merge, with Piedmont being the
suryiving entity (this surviving entity is referred to herein as New
Piedmont);
b. The articles of incorporation and bylaws of New Piedmont will
be in the form of the articles of incorporation and bylaws of Forest
prior to the Transaction;
C. Immediately following the Transaction closing, the directors of
New Piedmont will be those persons that were the di:e,ct(.)rs of Forest
immediately prior to the Transaction closing. Subsequént to the
Transaction closing,- changes to the directors of New Piedmont may be
made based upon integration efforts and Duke ‘Energy’s entity
management conventians;
d. Immediately following the Transaction closing, the officers of
New Piedmont will be those persons that were the officers of
Piedmont immediately prior to the Transaction closing. Subsequent to
the Transaction closing, changes {o the officers of New Piedmont may
be made based upon integration efforts and Duke Energy’s entity
. management conventions; and
e. New Piedmont will be a direct, wholly-owned subsidiary of

Duke Energy.

2 See hlipy/fwww.sec.ro viArchives/edear/data/78460/000119312515402439/d49546ddelin[4a.btm

4
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5. | As provided by the Merger Agreement, upon consumumation of the
Transaction: (i) each issued and outstanding share of common stock of Piedmont will
be converted into and will thereafter represent solely the right to receive an amount in
cash; and (ii) each issued and outstanding share of capital stock of Forest will be
converted into and became one validly issued, fully paid, and non-assessable share of
coromon siock of New Piedmont. Thus, as a result of the Transaction: (i) Duke
Energy (which presently owns ail the stock of Forest) will own all the stock of New
Piedmont; and (ii) the ownership of stock in Duke Energy will not be impacted.

6. Under the terms of the Merger Agreement, each share of Piedmont’s
common stock will be converted into the right to receive $60.00 in cash, without
interest and less any applicable withholding taxes. This represents a 42.1% premium
over the closing price of Piedmont common stock on October 23, 2015, the last
trading day prior to the announcement of the Merger.

7. Duke Energy has agreed, following the Transaction, to expand the size
of its board of directors by one seat and has designated Mr. Thomas E, Skains,
Chairman, President and Chief Executive Officer (“CEO”) of Piedmont to serve as a
director on Duke Energy’s Board of Directors.® Mr. Skains will retire from Piedmont
upon the closing of the Transaction. Duke Energy has also agreed to offer to retam
Piedmont’s existing executive operating management fearn in order to manage and

facilifate best practices within Duke Energy’s utility subsidiaries’ expanded natural

* Duke Energy’s Board of Directors currently consists of fifteen members. Adding an additional
Director as a result of this Transaction would otherwise bring the total board composition to sixteen
based upon current count and assuming that the four existing members who are eligible for retirement
in 2014 are replaced, If these four Directors who are eligible for retirement are not replaced, the tota)
number of Duke Epergy Board positions would be eleven, inclading Lynn Good, prior to closing of
this Transaction, Adding one additional member as a resvlt of this Transaction would thus bring the
total composition of the Duke Energy Board of Directors to twelve,

5
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gas operations. Mr. Frank Yoho currently serves as Piedmont’s Senior Vice President
and Chief Comumercial Officer, Following the closing of the Transaction, he will lead
Duke Energy’s natural gas operations and will report to Duke Energy Chairman,
President, and CEQ Lynn Good, and be a member of the compeny’s senior
management committee. Ms. Good will remain in place and continue to oversee all
employees and operations of Duke Energy,

8. At the closing of the Transaction, Piedmont will become New Piedmont,
a wholly-owned subsidiary of Duke Energy that will continue to exist as a separate
legal entity. New Piedmont will retain its existing headquarters in Charlofte.

THE LEGAL STANDARD FOR APPROVAL

9. N.C. Gen. Stat. § 62-111(a) provides that all mergers or combinations
affecting a public utility require Commission approval. This statute further provides
that the Commission shall determine whether to approve a proposed merger based on
whether it is “justified by the public convenience and necesé,ity.” In order to assure
this standard is met, by order issned November 2, 2000, in Docket No. M-100, Sub
129, the Commission has directed that a market power analysis and a cost-benefit
analysis must accompany all natural gas or electric utility merger applications.

10.  As explained by the Commission in its Order issued Augﬁst 29, 1988,
in Docket No. E-7, Sub 427 (Order approving Duke Power Company's purchase of
Aluminum Company of America’s stock interest in Nantahala Power and Light
Company), N.C. Gen. Stat. § 62-111 requires the Commission to determine whether

rates and service will be adversely affected by a proposed transaction. (Order, p. 7

citing North Carolina ex rel. Utilities Comm’n. v, Carclina Coach Company, 269
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N.C. 717, 153 S.E.2d 461 (1967)). By Commission Order issued April 22, 1997, in
Docket No. E-7, Sub 596 (Order approving the merger of Duke Power Company and
PanEnergy Corp.), the Commission similarly explained that for the public
convenience and necessity standard to be met, expected benefits must be at least as
great as known and expected costs $0 that customers are not harmed by the merger.
Factors to be considered by the Commission include, but are not limited to,
maintenance of or improvement in service quality, the extent to which costs can be
lowered and rates can be maintained or reduced, and the continuation of effective
state regulation.

11. By Order issued December 7, 1999, in Docket No. G-5, Sub 400
(Order approving the merger of SCANA Corporation and Public Service Company of
North Carolina, Inc.), the Commission found that N.C, Gen. Stat. § 62-111 does not
require that a proposed business combination transaction be based upon
demonstrations of specific cost savings. Cost savings are merely one factor that may
be considered in evaluating a request to engage in a business combination transaction.
Other factors include, but are not limited to, such non-quantifiable benefits as: a
larger, more viable, and more financially diverse company with a broader range of
assets and increased ability to provide stable and reliable service; a stronger and more
diverse company that is able to compete regionally; and a corporation with a strong
presence in North Carolina. Corporate presence directly bears on creation of
corporate and other taxes payable to the State of North Carolina, and on the provision

of significant employment opportunities.
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12.  Finally, the Commission held in s June 29, 2012 Order Aﬁproﬁng
Merger Subject to Regulatory Conditions and Code of Conduct in Docket Nos. E-2,
Sub 998, and E-7, Sub 986, from thé Duke Energy/Progress Energy, Inc. merger, that
a proposed business combination is justified by the public convenience and necessity
when the merger will have no adw.rersc impact on the utilities’ North Carolina retail
ratepayers, when the utilities’ customers are protected as much as possible from
potential costs and risk resulting from the merger, and when there are sufficient
benefits from the merger to offset the potential costs and risks. (Order, at p. 108).
Aff'd, In re Duke Energy Corp., _ N.C.App. _ , 755 S.E.2d 382 (2014)-

13. The combination of Duke Energy and Piedmont satisfies the standard
of approval that has been articulated and applied by the Commission. As
demonstrated below, the combination of the two coropanies will produce financial
benefits arising from the advantages of a larger, more diversified company; will
generate directl and immediate operational benefits to customers; will provide
additional benefits over time; will retain the strong corporate citizenship and presence
of Piedmont in the Carolinas; and will not diminish effective state regulation. A cost-
benefit analysis setting forth the costs and benefits of the Transaction is attached as
Exhibit B in compliance with the Commission’s order issued November 2, 2000, in
Daocket No.: M-100, Sub 129. A Market Power Study, also required by the
Commission’s November 2, 2000 Order, is attached as Exhibit C.

FINANCIAL AND STRATEGIC BENEFITS

14.  The acquisition of Piedmont by Duke Energy will produce benefits for

customers of Piedmont, DEC, and DEP, as well as benefits for the State of North
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Carolina, consistent with past combinations approved by the Commission. New
Piedmont will retain its name and operate as a business unit of Duke Energy and
continue to maintain its current headquarters office in Charlotte. The size and
diversity of the combined company will provide the financial strcngth. to better
compete for capital and invest in electric generation and natural gas infrastructure
{including additional pipeline assets) in the Carolinas when needed, as well as other
necessary modernization of its plant, equipment, infrastructurs and service offerings.
Regulated utility operations will constitute over 90 percent of the combined
company’s business, thus enhancing a highly-focused electric and natural gas utility
positioned to maximize operational and supply chain efficiencies,

15.  Abundant, low-cost natural gas will continue as an increasingly
important part of the nation’s energy mix, as the transition away from coal generation
to cleaner natural gas generation advances. The Transaction provides compeling
strategic benefits that will result in a more diversified combined Company, which will
be positioned to grow its natural gas platform.

DIRECT AND IMMEDIATE OPERATIONAL BENEFITS

16.  As set forth above, upon the closing of the Transaction, Mr. Yoho will
lead Duke Energy’s natural gas operations in the Carolinas, Tennessee, Ohio, and
Kentucky and report to Ms. Good. He will be assisted in these efforts by members of
Piedmont’s existing operational leadership team using the best practices identified
during the integration process.

17.  DEC and DEP operate six natural gas-fired combined cycle generation

plants at five different generation facilities in North Carolina, and DEC and DEP’s
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2015 Integrated Resource Plan Update Reports filed with the Commission include
significant new natural gas-fired generation additions over the planning horizon.
These patural gas-fired plants represent an increasingly econoﬁlical aspect of the
diversified generation mix that is a staple of Duke Energy’s long-range plans to
contmue to deliver cleaner, smarter energy solutions that our customers value. By the
same token, service to these plants accounts for more than half of Piédmon‘c’s annual
throughpat in North Carolinra and South Carolina. The combined ownership and
operational control of both electric and gas infrastructure resulting from the
.Transaction will provide additional opportunities to  enhance Duke Energy’s
experience and skills in the increasingly important arcas of natural gas procurement,
transportation and pipeline construction, and majz provide opportunities to potentially
lower DEC a:t;_d DEP’s fuel costs for the benefit of their customers. Ensuring an
adequate, reliable and cost-effective supply of natural gas to DEC and DEP to
generate electricity for their customers Is an important benefit to North Carolina and
the utilities” customers. See Order Approving Merger and Issuance of Securities,
Docket Nos. E-2, Sub 740, and G-21, Sub 377 (July 13, 1999) at pp.6-8 (order
approving DEP’s (then Carolina Power & Light Company) acquisition of North
Carolina Natural Gas).

18, In addition to the growing need for natural gas to fuel electric
generation, the direct use of natural gas will become an even more important energy
source based upon the current gas forecasts, the current direction of federal
environmental regnlations, and customers who will have more options when it comes

to energy consumption. The financial benefits to Piedmont from becoming part of the
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targer, more diversified Duke Energy, as outlined above, will enable Piedmont to
access, on 1easonable terms, the capital needed to meet this expected customer
growth,

19.  The Atlantic Coast Pipeline is an example of new, significant natural
gas infrastructure investment that is part of a growing national treed responding to
ample regional natural gas supply. The combined Duke Energy and Piedmont will be
well positioned for a future that may require additional natural gas infrastructure and
services to meet the needs of our customers, including additional upstream
infrastructore and services.

20.  The largely overlapping service areas of DEC, DEP, and Piedmont in
the Carolinas create the potential for more efficient and reliable operations of both
electric and gas utility facilities. The Transaction will facilitate the seamless
provision of energy services (gas and electric) for the utilities’ customers, and
enhance customer service, safety and reliable operations, which DEQ, DEP, and
Piedmont put at the forefront of their public utility missions.

21.  The Transaction will not have a net adverse impact on the rates and
services of DEC, DEP, and Pledmont. Applicants are not seeking to recover the
Transaction fees and acquisifion premium from customers.

FUTURE INTEGRATION BENEFITS

22. Although the Applicants do not expect significant financial synergies
to result from the Transaction due to the nature of the business combination, it is
anticipated that upon the actual infegration of Duke Energy and Piedmont, additional

cost savings opportunities will be created. The transition to integration is a

11
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significant undertéking, and these savings will occur over time as a result of the
combination and assimilation of some of the companies’ supply chain functions and
corporate and administrative programs. There will be upfront costs associated with
integrating these functions to yield benefits, but customers will enjoy the beﬁcﬁts of
these savings, net of the costs to achieve, in future rate proceedings.

23.  The cost savings described above do not reflect any savings associated
with involuntary workforce reductions. Duke Energy and Piedmont do not anticipate
a significant number of involuntary workforce reductions associatéd with the
combination. Some cﬁnsoﬁdaﬁOH of overlapping or redundant functions is
anticipated, however, and some elimination of functions that are no longer required
for New Piedmont as a non-publicly traded company will also occur,

CAROQIINAS CORPORATE PRESENCE

24, Duke Energy and Piedmont have a long history of strong corporate
citizenship and presence in the Carolinas. The Carolinas will continue to benefit from
an industry leader headquartered here, as well as the philanthropic, cultural, and civic
support associated with a major corporate prcseﬁce. DEC, DEP, and Piedmont are
leaders in economic development for both North Carolina and SO‘;lth Carolina, and
these efforts will be continued and enhanced as a result of the Transaction. As part of
the Merger Agreement, Applicants have further committed to establish an advisory
hoard for their operations (the “Advisory Board”), which would meét several times a
year to receive information and provide fcedback on financial and operating results,

customer service performance, community and government relations, and economic

12
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development and investment opporfunities that affect Duke Energy’s and Piedmont’s
local stakeholders.

25, After the Merger is completed, Duke Energy will continue to be the
Iargest electric power holding company in the United States and will become the 15™
largest natural gas local distribution company (“LDC”). As the utility industry
continues to consolidate in order to achieve many of the adyvantages deécﬁbed herein,
it 18 much less likely that the resulting company will be acquired by another entity

with the risk of corporate headquarters being moved to another region.

EFFECTIVE STATE REGULATION IS NOT DIMINISHED

26. In Docket Nos. E-2, Sub 998 and E-7, Sub 986, the Commission
adopted regulatory conditions and Codes of Conduct for DEP and DEC, respectively.
The purpose of these regulatory conditions and Codes of Conduct was, among other
things, to ensure that the Commission’s jurisdiction over DEP and DEC was not
diminished, and that the companies’ rates and quality of service were not adversely
impacted as a result of previous mergers or combinations involving DEP, DEC, and
their corporate parents or affiliates, or the establishment of service companies. AS
explajned earlier, upon the completion of the Transaction, Piedmont will become a
wholly-owned subsidiary of Duke Energy. Attached to this Application as Exhibit D
are DEP’s, DEC’s, and Piedmont’s proposed regulatory conditions and Code of
Conduct. The documents have been properly revised to reflect this new affiliation.
These revisions will cause New Piedmont and all of its subsidiaries to be treated as
“Affiliates” under DEP’s and DEC’s Commission-approved regulatory conditions

and Code of Conduct, and New Piedmont, as appropriate and where applicable, to be
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treated the same as DEP and DEC. The proposed regulatory conditions and Code of
Conduct attached hereto have also been updated and revised to enable more efficient
compliance, as well as to reflect changed conditions and to be consistent with
Commission decisions since 2012. Additionally, new affiliate service agreements
will be filed as appropriate, as well as updated affiliate services lists.

27, Furthermore, DEP, DEC, and New Piedmont will remain subject to
full regulation by the Commission. The Merger in no, way diminishes the authority of
the Commission to regulate the service quality and rates of any of these comparles.
Therefore, effective state regulatory oversight of all three utilities will continue.

DUKE ENERGY’S ISSUANCE OF SECURITIES

28. N.C. Gen. Stat. § 62-160 through § 62-169 and Commission Rule R1-
16 govern the issuance of securities by a public utility. In its June 29, 2012 Order
Approving Merger Subject to Certain Regulatory Conditions and Code of Conduct in

Docket Nos. E-7, Sub 786 and E-2, Sub 998, the Commission approved certain

regulatory conditions pertaining to financings, mergers, acquisitions, or other

business combination transactions. In conjunction with this Application, Duke
Energy is filing its Request For Expedited Approval of Piedmont Transaction-Related
Financing pursuant to Regulatory Conditions 7.6(d) and 9.1, and requests
Commission approval of said request within thirty (30) days as set forth more fully in
that filing.
CONCLUSION
20, Commission approval of the Transaction will produce benefits for

customers of Piedmont, DEC, and DEP, as well as benefits for the State of North

14
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Carolina, consistent with past combinations approved by the Commission. The
acquisition of Piedmont by Duke Enérgy at the holding company level will create a
financially stronger combined Company and atlow DEP, DEC, and Piedmont to more
effectively finance the large infrastructure investments required to meet the future
energy needs of North Carolina and South Carclina, Solidifying Piedmont’s strong
corporate presence in North Carclina ensures continued and direct economic benefits
to the State including local jobs, salaries, taxes, purchasing, charitable and civic
leadership and economic development investments.

30. The revision of Duke Energy’s Regulatory Conditions and Code of
Conduct to apply to Piedmont will address any affiliate and cost allocation issues
associated with the Merger and will ensure the continuation of effective state
regulation.

31.  Thus, any potential costs and risk resulting from this combination will
have been remedied and immediate net benefits to the utilities’ customers assured.
The acquisition of Piedmont by Duke Energy is justified by the public convenience
and necessity for the reasons explained above, The Commission should approve the
proposed business combination transaction. |

WHEREFORE, Applicants apply to the Commission for approval of the
proposed business combination described herein, as well as tha.reviscd Duke Energy

Regulatory Conditions and Code of Conduct, all in the manner described herein.
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Respectfully submitted this the 15™ day of J anuarSf, 2016.

Kodwo Ghartey-Tagoe o

Senidr Vice President — State .and
Federal Regulatory Legal’ Support
Duke Energy Corporahon PR
DEC 45A

P.0., Box 1006

. Charlote, North carohmi 28201 1006

Lawrcnce B. Somers

D(,puty General Counsel -

Duke Energy Corporat;on .

Post. Ofﬁce Box 155I/NCRH 20 -
Ralei gh; North Carolma 27602

PIEDMONT NATURAL GAS COMPANY INC.
By: \w w«»&v -’
James HN\[effries, IV %

Moore & Van'Allen, PLLC .
C 100 North Tryon Strf:et, Suite 4700 .
Charlotte North Carohnar28202
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VERIFICATION

STATE OF NORTH CAROLINA

L e

COUNTY OF WAKE

David B. Fountain, being first duly swom, deposes and says:

That he is Duke Energy’s North Carolina President; that he has the authority to
verify the foregoing Application of Duke Energy Corporation and Piedmont Natural Gas,
Inc. to Engage in a Business Combination Transaction and Address Regulatory
Conditions and Codes of Conduct; that he has read this 'Application and knows the
contents thereof: and that the same is true of his own knowledge.

Dl s

David B. Fountain

Sworn to and subscribed before me
this |5 day of January, 2016.

Derndiy . Duan

i I |
Notary Public Wendy M. Dunn e
Tume 8, 2019 CSAN0eT o

wpicortion elove: SR LSS
& ?(FV' "‘—)m _é;.z:\éﬁ-.gg'-’i ] g J'T‘ "..""-"".; -
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VERIFICATION

STATE OF NORTH CARQLINA

COUNTY OF MECKLENBURG

Bruce P. Barkley, being first duly swom, deposes and says:

That he {s Vice President — Regulatory Affzirs of Piedmont Natural Gas, Inc.; that
he has the authority to verify the foregoing Application of Duke Energy Corporation and
Piedmont Natural Gas, Inc. to Engage in a PBusiness Combination Transaction and

Address Regulatory Conditions and Codes of Conduct; and that the same is true of his

own knowledge,
Bruce P. Barkley O
Sworn to and subseribed before me ““‘n“""gmm.,*
this |2 8ay of Janvary, 2016. ‘@‘;;@;EE...E{' ",
S§7 \\0
£ ‘{.;' A :ﬁ
|, . gé"E § sﬁ L ‘z'§
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EXHIBIT B

COST-BENEFIT ANALYSIS
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Duke Energy Acquisition of Piedmont Natural Gas Company
Cost-Benefit Analysis
Page |

INTRODUCTION

The following cost-benefit analysis was developed in relation to Duke Energy’s pending merger with Piedmont Natural Gas Company. The
analysis documents the expected benefits, detriments, costs and savings associated with the purchase, The information and format of this analysis
is consistent with the requirements set forth in Docket No. M-100, Sub {29 dated November 2, 2000.

ASSUMPTIONS

The following agsumptions were used when developing the cost-benefit analysis:

The analysis identifies future expected benefits, detriments, costs and savings associated with the merger and is subject to change as a
result of changes in economic conditions, regulatory orders, management decisions and/or operating conditions that were not
known at the time this analysis was developed.

Estimates reflected herein were developed as of December 2015.

The analysis captures incremental benefits and costs resulting from the merger and includes both qualitative and quantitative benefits.

The analysis does not include federal and state income tax ramifications of the transaction.

COST-BENEFIT ANALYSIS FILING REQUIREMENT
Docket No. M-100, Sub 129 Ordering Paragraph 2.(2) requires... “a comprehensive list of all materinl areas of expected benefiis, detriment, cost,
and savings over a specified period (e.g. three (o five years) following consummation of the merger and a clear description of each individual
item int euch grea.”

Duke Energy and Piedmont provide the following information in response to this requirement:

Docket Nos. E-2, Sub 1095, E-7, Sub 1100, G-9, Sub 682 January 15, 2016
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Duke Energy Acquisition of Piedmont Natural Gas Company
Cost-Benefit Analysis
Page 2

SUMMARY OF PRESENTLY QUANTIFIABLE CUSTOMER COSTS AND BENEFITS

The following table provides a sumunary of the anticipated quantifiable costs and benefits applicable to customers with respect to the proposed
fransaction which have been identified at this time. The integration process currently underway between Piedmont and Duke Energy is anticipated
to yield additional economic benefits to customers which have not yet been quantified. Additional on-going, but currently non-quantifiable,

customer benefits are discussed in the pages that follow. Customers will not bear any acquisition premium or transaction costs associated with this
merger, which shall be paid exclusively by shareholders.

Ouantified Benefits

. Piedmont Board Of Directors costs - 32,1 mijlion annually
. CEQ compensation costs - $3.0 millicn anoually

. Outside counsel costs - $0.4 million anmually

. Transfer agent costs - 30,55 million annually

H
M
u
u:OcHEnmcawc_.ncmﬁjmr:ua:mgmnnzm:m .H.EEmﬁmgzwamu:ﬂmmznwnmnmﬁu.ﬁw.n_uE:_Honﬁ_:zm:w
m _ .
6. Tnsurance costs - $2.3 million annually

7

. Stock listing fee - $0.1 armually

Integration Costis

l.  Intepration consultant costs - $4.75 million, one-time’ Total Presently Quantifiable Costs = $4.75 million, one-time>

! Estimated pre-closing fees. Does not reflect all costs to achieve future benefits

% Applicants reserve the right to seek to recover integration casts from customers in future cost recovery proceedings to the extent that such costs result in net benefis.

Docket Nos. E-2, Sub 1095, E-7, Sub 1100, G-9, Sub 682 January 15, 2016
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Duke Energy Acquisition of Piedmont Natural Gas Company

Cost-Benefit Analysis

Page 3

COMPREHENSIVE IDENTIFICATION OF ALL ANTICIPATED MERGER COSTS AND BENEFITS®

ITEM

DESCRIPTION

(BENEFIT) / DETRIMENT

BENEFITS FROM TUE MERGER - Merping Piedinont into the family of Duke Energy subsidianies will or2ata an organization with greater financial strength, greater divessity of resources, reduced
economic risks for customers and improved operational efficiencies.

Increased Financial Strength

The combination of the two companies will increase and strengthen
Piedmont’s ability Lo access, on reasonshle terms, the capital needed Lo
expand service io new customers and to meet its obligations under federal
integrity management regulations.

On-geing benefit
Cuaniification of Benefit

The amount of these benefits to accrue to Duke Energy
Carolinas (“DEC™), Duke Energy Progress (“DEP""} and
Piedmont customers will depend upon rmerons factors,
including, buf not limited 10, conditions in the financial markets,
and cannol reasonably be quantified at this time,

Reduced Market Risk

The merger will produce a combined gasfelectric customer mix that is
more tolerant of economic downturns than either individual company.
The combined customers from both companies will have greater rate
protection since both will became a part of a larger aggregate customer
population with shared costs.

Un-geing benefit

Quantification of Benefit

This benefit i not readily quantifiable but will agcrue 1o DEC,
DEP and Picdmont customers.

System Reliability and
Efficiencies

Duke Energy is Pledmont’s largest costomer and is reliant, 1o a significant
degree, ot the reliability of natural gas (o fuel its already substantial and
growing natural gas-fired turbine fleet.  Consolidation of ownership and
contrel of both gas and electric infrastructure within a common service
tetritory will create the potential for more efficient and reliable operations
of both pas and electric ulility facilities, The merger will provide
additional opportunities to enhance the combined Duke Energy’s
experience and skills in the increasingly important areas of natural gas
procurement, transportation and pipeline construction, with the
commensurats ability o potentially lower DEC and DEPs fiel costs for
the benefit of their customers. 1t should also facilitate the seamless
provision of energy services {aas and electric) to the combined

On-going benefit

Guantification of Benefit

This benefit will accrue 1o the benefit of DEC, DEP and
Piedmont customers, but is not readily quantifiable at this time
and depends on effective implementation of meagures designed
to realize the potential efficiencies and enhanced reliability
offered by the merger.

? Including quantifiable customer costs and benefits from the table above.

Docket Nos. E-2, Sub 1095, E-7, Sub 1100, G-8, Sub 682 January 15, 2016
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Duke Energy Acquisition of Piedmont Natural Gas Company

Cost-Benefit Analysis

Page 4

ITEM

DESCRIPTION

(BENERIT) / DETRIMENT

companies’ utility customers. Additionally, it will enhance customer
service, and the safety and reliability of service provided by both
companies, Finally, it will potentially enhance long-term planning and
coordination ol construction of natural gas infrastrueture serving all
customers (including power plants),

Impact on Access fo
Upstream Gas Supply and
Capacity

The proposed merger will also create the polential to enhance the
procurement of additional upstream interstate pipeline capacity on a more
efficient basis in order to meet the combined needs of Duke Energy’s
eleetric and natural gas customers as well as Piedmont’s natural gas
cusiomers,

On-going Benefit

Chuaniification of Benefit

This benefil is not quantifiable at this time but fo the extent it is
reafized, the customers of DEC, DEP und Piedmont will be the
primary beneficiaries through lower upstream demand/fise]
costs,

Jan 15 2016
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Duke Energy Acquisition of Piecdmont Natural Gas Company

Cost-Benefit Analysis

Page 5

ITEM

DESCRIPTION

(BENEFIT) / DETRIMENT

Utility Governance and
Operations

Duke Energy and Piedmont are in the early stages of examining the
potential benefits of the integration of Piedmont into the Duke Energy
family of companies. Both Duke Energy and Piedmont are experienced
utility providers in North Carolina and other states and have duplicative
systems and practices that have the polential to be synchronized and
optimized in a post-merger environment. Such synchrenization and
optimization should regult in both gualitative and quantitative benefits 1o
cuslomers by improving the provision of services by both companies and
by teducing costs associated with more elficient operations. ‘The merger
also presents the epportunity to consclidate systems and processes
between Piedmont and Duke Energy’s existing LDC operations in Chio
and Kentueky which should also result in operational best practives and
economic efficiencies.

Diuke Energy has in place (he corporate and administrative functions
necessary to support many of the fimelions now performed by Piedmont.
These functions include, but are not Vmited to, strategic planning,
treasuty, finance, tax, accounting, legal, investor relations, hiuman
resources, information technology and public relations. Duke Energy
believes that the incremental costs of absorbing these redundant activities
will be siguificantly less than the cost of Piedmont providing these
services on a stand-alone basis.

In addition, the integration of cerlain programs will provide ecanomies of
scale in Areas such as sharcholder services, flect management, travel
programs, supply chain, facilities management, security, insurance,
advertising, professional services, payroll and benefits plan
adminisiration, and credit facilities, among others, Also, future
operational expenditures in the area of Information systems, which each
company would otheriwvise make on a slandalone basis, should be
cembined and more efficiently applied to a larger customer base.

On-going benefit

- .

vantification of Benefit

Anticipated Piedmont savings identified to date of ($9.45
million) inelude:

—

. Board Of Directors cosis - $2.1 million annually
2. CEG compensation costs - $3.0 million annually
3. Qutside counsel costs - $0.4 million annually

4, Qutside auditor costs - $1.0 million annually

. Transfer agent costs - $0.55 million annually
\nsurance costs - $2.3 million annually

. Stock listing fee - $0.1 million annually

Moo on

Maintenance of Piedmont
Corporate Presence in North
Carolina

The proposed merger will continue to maintain Fiedmont’s coporate
headguariers and presence in Charlotte, Morth Carolina. "This is a direct
benefit to the Siate and to the localities where Piedmont’s offfces,
equipment and empleyees are Jocated, These benefits include the positive
direct cconomis effect of rents, salaries, laxes, pureheasing, and charitable
contributiens but lso include indirect benefits such 25 conlinued civic
engagement and the maintenance of Piedmont’s existing brand, This is a
benefit to the Commission and to the Company’s customers through

On-going benefit

Ouantification of Benefit

Piedment’s carporate headquarters rental payments are in the
range of §4 million annually and its annual charitable dopations
1o the communities and organizations in North Caraling are
approximeately $1.5 million o5 ofthe most recent year,

Docket Mos. E-2, Sub 1095, E-7, Sub 1100, G-9, Sub 682 January 15, 2016
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Duke Energy Acquisition of Piedmont Natural Gas Company

Cost-Bencfit Analysis

Page 6

ITEM

DESCRIPTION

{BENEFIT) / DETRIMENT

enhanced responsivencss and sensitivity to local and state issues and
priorities, including economic develepment and the expansion of gas
infrastrueture. In addition, the implementation of the Advisory Board
called for in the Merger Agreement will benefit the communities in which
Duke Encrgy and Pledmont operale by providing additional input for
corporate management.

Enhanced Ability to Facilitate
Infrastructure Expansion

In order to facililate economic growth and the attraction of new
businesses to North Carolina, business development entities and local
governments must coordinate the availability of a full panoply of wtility
and infrastructure services, Currently, Duke Enetgy and Piedmont have
distinet policies and practices regarding their ability to extend
infrastructure o under-developed areas of the State, Under a merged
company, the ability to coordinate the extension of gas and electric
infrastructure would be simpler and more coherent thereby increasing the
opportunity to achieve such expansions.

On-going benefit

This benefit is not presently quantifiable, but will accrue to the
benefit of DEC, DEP and Picdmont customers.

No Change in Rates, Charges
or Terms and Conditions of
Service

Alihough Duke Energy and Piedmont believe that the proposed merger
will provide most or all of the benefits identified above, it is mportant to
note that the merger will not result in any increase to rates or charges or
changes in terms or conditions of service pursuant to which Duke Fnergy
Carolinas, Duke Energy Progress and Piedmont currently provide service
to customers in the North Caroline, Any such changes proposed in the
future would, of course, be subject to the direct supervisory anthority of
ihe NCUC. Based on this fact alone, it is clear that the proposed merger
will have no detrimental impact on customers i North Carclina,
irespective of the various benefits listed above.

Present Benefit, no detriment to customers .

uantification of Bepefit

There is no detriment to customers because Duke Energy and
Piedmont will not pass along to cusiomers the acquisition
premium and transaction costs set forth below,

Docket Nes, E-2, Sub 1095, E-7, Sub 1100, G-9, Sub 682 Januvary 15, 2016
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Duke Energy Acquisition of Piedmont Natural Gas Company

Cost-Benefit Analysis

Page 7

ONE-TIME TRANSACTION RELATED COSTS TO BE BORNE BY APPLICANTS AND NOT CUSTOMERS

ITEM

DESCRIPTION

{BENEFIT)/ DETRIMENT

Transaction Fees

There will be one-tirme costs asseciated with this transaciion. Examples of
these costs include Investment banker fees, fransaction costs related to
secority issuances, legal, accounting and advisory fees.

One-time cost absotbed by Duke Energy and Piedmont.
Quantification of {Benefit) / Detriment

These costs are currently estimated at $125 million.

Acquisition Premium over
Book Value

Excess of purchase price {market value) over boek value of assets,

One-time cosl absorbed by Duke Energy.
Quantification of (Benefit} / Detriment
Approximately £3.4 billion as of Getober 31,2015,

This amonnt represents a total enterprise acquisition premium
spread across all of Fiedmont’s businesses and jurisdictions
rather than a Morth Carolina only prernium.

T

Docket Nos. E-2, Sub 1095, E-7, Sub 1100, G-9, Sub 682 January 15, 2016
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FILED

JUL 2 6 206

Clerk's Office

N.C.Ulilities Commiission

SETTLEMENT AGREEMENT
This settlement agreement is entered into this 13™ day of Jure, 2016 by and among
" Duke Energy Corporation (“Dule Energy™), Pledmont i\‘[aiural Gas Company, Ine,
(“Pizdmont™), their public utility subsidiaries Duke Buerg}’: Carolinas, LLC (“DEC"), and
Dulke Energy Progress, LLC (“DEP*) {collectively, the Applicants) and the Carolina Utility
Customers Association, Ine, (“CUCA™) (collectively, the “Settling Parties”).

WHEREAS, Duke Energy and Pledmont heve filed for North Carolina Uilities
Commission approval of & business combination in Docleet Nos, E-2, Sub 1095, E+7, Sub
1110, and G-9, Sub 682 (the Docket),

WHEREAS, CUCA has intervened in the Docket and raised questions regarding the
risks and benefits of the proposed business combination to its fmembers; and

WHEREAS, having determined that the proposed Eéusinass combination of Duke

Energy and Piedmiont is in the public interest and should be approved, CUCA and the
Applicants now desire to resolve and seifle all issues presente(;i in the Docket.

NOW, THEREFORE, for and in consideration c;f the foregoing, the ntual
commitments and promises set forth herein, and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, theéSe‘rth‘ng Parties hersby agree to
resolve all issues emong them regarding the Docket on the follciwving terms:

1. DEC and DEP guarantee that their North Carolimfa retail customers will receive
their allocable shares of an additional $35 million {n fuel and fuel-related cost
savings achieved by DEC and DEF over and above the amount DEC and DEP
are obligated to provide to them pursuant to the North Caroline Utilities
Commission Order Approving Merger Subject to Regulatory Conditions and
Cade of Conduct issued June 29, 2012, in Docket Nos. E-2, Sub 998, and E-7,
Sub 986 ("Duke-Progress Merger Order”) and Duke Energy was ordeted to
guarantee in the December 12, 2012 Order Approving Settlement Agreement

and Closing Investigation in Docket No, B-7, Sub 1017, The additional $35
million in fuel and fusl-related costs savings will be achieved on or before

1
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December 31, 2017; however, such period shall be further extended by an
additional 18 months if the conditions outlined in the Stipulation approved by
the Duke-Progress Merger Order oceur. The ‘total cumulative amount of
guaranteed fuel and fuel-related costs savings from the Duke-Progress Merger
and this Seitlement Apreement is seven hundred twenty-one million, c1ght
hundred thousand dollars ($721,800,000).

The Applicants and CUCA will support this | Settlement Agreement and
use their best efforts to implement and achieve its provisions.

This Settlement Agreement shall be binding:upon the parties upon the
execntion hereof but its substantive terms shall be effective only upon hoth
the approval of the Seiflement Agrecment, in its entirety, by the
Commission and the closing of the Merger contemplated in the Docket, In
the event one or both of these conditions fail fo oceur, the Seitling Parties
agree that the Stipulation shall not be binding upon the Settling Parties.

CUCA waives its rights to cross- examine the Applicants’ witnesses,
with respect to their pre-filed testimony and exhibits and agree to
stipulate inte the record the Applicants’ pre-filed direct aud any rebuttal
testtmony  without objection. IF quesncrus shou!d be asked on cross-
examination by an intervenor who is not a party to this agreement or a
member of the Comtuission, the Applicants and CUCA reserve the right to
present testimony and exhibits to respond to such questions aond  cross-
examine any witnesses with respect to such testimony and exhibits,
provided that such testimomy, exhibits, and ' 61085~ examinhation are not
inconsistent with this Settlement Apreement,
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IN WITNESS WHEREOQF, the Parties have signed and cxecu‘ced as of the date set forth
abave.

DUKE ENERGY CORPORATION, DUKE ENERGY CAROLINAS LLC
and DUKE EN Y PRDGRESS LLC

Lawrcnce B, Somers
Deputy General Counsel

PIEDMONT NATURAL G4S COMPANY, INC.

RN

James HnJeffiies, TV
Moaore & Allen, PLIN

Attorney for Piedmont Natural Gas Cotmpany

CAROLINA UTILITY CUSTOMERS ASSO CIATION,E INC.

Byt
Sharon C. Miller
Executive Divector
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SETTLEMENT AGREEMENT
This settiement agreement is entered into this 20“‘? day of June, 2016 by and among
Duke Energy Corporation (“Duke Energy™), its public ;utility subsidiaries Duke Energy
Carolinas, LLC (“Duke Energy Carolinas™), and Duke Eneirgy Progress, LLC (“Duke Energy
Progress™), and Piedmont Natural Gas Company, Incé. (“Piedmont™) (colectively, the
“Applicants”) and the Environmental Defense Fundf (“EDPF") (collectively, the
“Settling Parties™), I

WHEREAS, Duke Energy and Piedmont have fﬂcd for North Carolina Utilities

Commission approval of a business combination in 'Docl:(et Nos. E-2, Sub 1095, E-7, Sub

1110, and G-9, Sub 682 (the Docket);

WHEREAS, EDF has intervened in the Docket andé raised questions how the proposed
business combination could impact Duke Energy’s use% of voltage optimization in Duke
Energy Carolinas and Duke Energy Progress’ service territpries; and

WHEREAS, having determined that the pmposefd business combination of Duke

- Energy and Piedmont is in the public interest and shiou]d be approved, EDF and the
Applicants now desire to resolve and settle all issues prcsex?:ted in the Docket.

NOW, THEREFORE, for and in considcratioél of the foregoing, the mutual
commitments and promises set forth herein, and other goiod and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, fthe Settling Parties hereby agree to
resolve all issues among them regarding the Docket on the follgwing terms:

1. Duke Energy will complete a cost-benefit analysis for a broad deployment of
Integrated Volt-Var Control in its Duke Energy Carolinas territory, similar to
the deployment plan that Duke Energy developed for its Duke Energy Indiana
territory. Additionally, the Company will perform a cost-benefit analysis for

the Duke Energy Progress Distribution Systcm Demand Response (DSDR)
program to evaluate the expansion of Integrated Volt-Var Control beyond

i

N
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current peak demand reductions such that Integrated Volt-Var Control
includes conservation voltage reduction and balancing of grid management
and customer reliability requirements. Duke Energy will provide the cost-
benefit estimates in the October 2018 North Carolina Smart Grid Technology

. Plan filing. !

i

The Applicants and EDF will support this | Setttement Agreement and use
their best efforts to implement and achieve its! provisions,

|
This Settlement Agreement shall be binding upon the parties vpon the
execution hereof but its substantive terms shall be effective only upon both
the approval of the Settlement Agreement, in its entirety, by the
Commission and the closing of the Merger contemplated in the Docket. In
the event one or both of these conditions fail to oceur, the Settling Parties
agree that the Stipulation shall not be binding upon the Settling Parties.

|

EDF agrees to withdraw the pre-filed direct testimony of Diane Munns. EDE
waives its rights to cross-examine the Applicants” witnesses with
respect to their pre-filed testimouny and exhlbits and agrees to stipulate
into the record the Applicants’ pre-filed dlrcct and any supplemental or
rebuttal testimony without objection and agrees to represent to the
Comumission that this Settlement Agreement is designated to resolve the issues
raised by EDF in this proceeding. If questions should be asked on cross-
examination by an intervencr who is not é,party to this agreement or a
member of the Commission, the Applicants and EDF reserve the right to
present testimony and exhibits to respond to such questions and  cross-
examine any witnesses with respect (o such testimony and exhibits,
provided that such testtmony, exhibits, and CrOss- -examination are not
inconsistent with this Settlement Agreemenu
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IN WITNESS WHERECF, the Parties have mgncd and executed as of the date set forth
above. :
i

DUKE ENERGY CORPORATION, DUKE ENERGY CAROLINAS, LLC
and DUKE ENFRGY PROGRESS, LLC

Lawrence B Somcrs
Deputy General Counsel

PIEDMONT NATURAL GAS COMPANY, INC.

By: /@“‘9—7# M‘h 5;:_7

James H. Jeffries, Tv 7 6 o ,5
Moore & Van Allen, PLLC fene. B+ So mg o
Attorney for Piedmont Natural Gas Company

’ﬁB’is; M)

H
i

ENVIRONMENTAL DEFENSE FUND

John/Linnigan {/
Lead Attorney ’
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