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(e) Filings related to orders and filings with the FERC, as required by Regulatory Condition 3.1(d), 3. l l and 5.13 shall be madc 

by DEC and PEC in Sub 986E and Sub 998E. respectively: 

13.2 Advance Notice Filings. Advance notices filed pursuant to Regulatory Conditions 3.l(e). 3.3(b), 3.7(c), 3.10(c). 

4.2, 5.3, 8.8, and 10.1 shall be assigned a new, separate Sub docket. Such a filing shall state what condition and notice 

period are involved arid whether other regulatory approvals are required and shall be in the format of a pleading, 

with a caption, a title, allegations of the activities to be undertaken, and a verification. Advance notices may be filed 

under seal if necessary. The following additional procedures apply: 

(a) Advance notices of activities to be undertaken shall not he filed until sufficient derails have been decided upon to allow for 

meaningful discovery as to the proposed activities. 

•122 (b) The Chief Clerk shall distribute a copy of advance notice filings to each Commissioner and to appropriate members 

of the Commission Staff and Public Staff. 

(c) DEC ur PEC shall serve such advance notices on each party to Docket Nos. E-7, Sub 986, and E-2, Sub 998. that has filed 

a request to receive them with the Commission within 30 days of the issuance of un order approving the Merger in this docket. 

These parties may participate in the advance nottce proceedings without petitioning to intervene. Other interested persons shall 

be required to follow the Commission's usual intervention procedures. 

(d) To effectuate this Regulatory Condition, DEC or PEC shall serve pertinent inforrnation on all parties at the time it serves 

the advance notice. During the advance notice period, a free exchange of information is encouraged, and parties may request 

additional relevant information. If DEC or PEC objects to a discovery request, DEC or PEC and the requesting parry shall 

try to resolve the matter. If the parties are unable to resolve the matter, DEC or PEC may file a motion for a protective order 

with the Commission. 

(e) Th.e Public Staff shall investigate and file a response with the Commission no later than 15 days before the notice period 

expires. Any other interested party may also file a response within the notice period. DF.0 or PEC may file a reply to the 

response(s) 

(t) The basis for any objection to the activities to be undenaken shall be stated with specificity. The objection shall allege 

grounds for a hearing. if such is desired. 

(g) If neither the Public Staff nor any other party files an objection to the activities, no Commission order shall be issued, and 

the Sub docket in which the advance notice was filed may be closed. 

th) If the Public Staff or any other party files a timely objection to the activities to he undertaken by DEC or PEC, the Public 

Staff shall place thc matter on a Commission Staff Conference agenda as soon as possible, but in no event later than two weeks 

after the objection is filed, arid shall recommend that the Commission issue an order deciding how to proceed as to the objection. 

The Commission reserves the right to extend an advance notice period by order should the Commission need additional time 

to deliberate or investigate any issue. At the end of the notice period, if rto order, whether procedural or substantive. has been 

issued, DEC. PEC, Duke Energy, any other Affiliate. or the Nonpublic Utility Operation may proceed with the activity to be 

undertaken, but shall be subject to any fully-adjudicated Commission order on the matter. 

(i) If the Commission schedules a hearing on an objection, the party fihng the objettion shall bear the burden of proof at the 

hearing. 

(j) The precedent ial effect of advance notice proceedings, like most issues of res judicata, will be decided on a fact-specific basis. 
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(k) lf some other Commission filing or Commission approval is required by statute, notice pursuant to a Regulatory Condition 

alone does not satis1, the statutory requirement 

*123 (1) DEC, PEC, the Public Staff, or any party may move for a waiver if exigent circtunstancea in a particular casejustilY 

such. 

SECTION XIV 

COMPLUNCE WITH CONDITIONS AND CODE OF CONDIrT 

The following Regulatory Conditions are intended to ensure that Duke Energy, DEC. PEC, and all other Affiliates establish 

and maintain the structures and processes necessary to fbffill the commitmems expressed in all of the Regulatory Conditions 

and the Code of Conduct in a timely, consistent, and efkctivc manner 

14.1 Ensuring Compliance with Regulatory Conditions and Code of Conduct. Dulce Energy, DEC, PEC, and all other 
Affiliates shall devote sufficient resources into the creation, monitoring, and ongoing improvement of effective 

internal compliance programs to ensure compliance with all Regulatory Conditions stint the DEC/PEC Code 

of Conduct, and shall take a proactive approach toward correcting any violations and reporting them to the 

Commission. This effort shall include the implementation of systems and protocols for monithring, identifying, and 

correcting possible violations, a management culture that encourages compliance among all personnel, and the tools 

and training sufficient to enable employees (o comply with Commission requirements. 

14.2 Designation of Chief Compliance Officer. DEC and PEC shall designate a chief compliance officer who will be 

responsible for compliance with the Regulatory Conditions and Code of Conduct. This person's nanie and contact 
information must be posted on DEC's and PEC's Internet Website. 

14.3 Annual Training. DEC and PEC shall provide annual training on the requirements and standards contained 
within the Regulatory Conditions and Code ¿r Co nd uct.  to all of their employees (including service company 

employees) whose duties in any way may be affected by such requirements and standards. New employees Must 

receive such training within the first 60 days of their employment. Each employee who has taken the training must 

certify electronically or in writing that s/he has completed the training. 

14.4 Report of Violations. If DEC and PEC discover that a violation of their requirements or standards contained 

within the Regulatory Conditions and Code of Conduct has occurred then DEC and PEC shall file a statement with 

the Commission in Docket No. E-7. Sub 986C, and E-2. Sob 998C, respectively, describing the circumstances leading' 

to that violation of DEC's or PEC's requirements or standards, as contained within the Regulatory Conditions and 

Code of Conduct, and the mitigating and other steps taken to address the current or any future potential violation.- 

CODE OF CONDucT 

GOVERNING THE RELATIONSHIPS ACTIVITIES, AND TRANSACTIONS BETWEEN AND AMONG THE PUBLIC UTILITY 
OPERATIONS OF DEC, THE PUBLIC UTILITY OPERATIONS OF PEC. DUKE ENERGY CORPORATION, OTHER 
AFFILIATES AND THE NONPUBLIC UTILITY OPERATIONS OF DEC AND PEC 

I. DEFINITIONS 

For the purposes of this Code of Conduct. the terms listed below shall have the following definitions.  

• Are  
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*124 Affihaie: Duke Energy and any business entity of which ten percent (10°,1)) or more is owned or controlled, directly or 

indirectly, by Duke Energy. For purposes of this Code of Conduct. Duke Energy and any business entity controlled by it are 

considered to bc Affiliates of each other and DEC and PEC are considered to be Affiliates of each other. 

Conunisseon: The Nonh Carolina Utilities Commission. 

Confidential Systems Operation liyOrmation: Nonpublic information that pertains to Electric Services provided by DEC or 

PEC, including but not limited to information concerning electric generation, transmission, distribution, or sales. 

Customer Any retail electric customer of DEC or PEC in North Carolina. 

Customer Information: Non-public information or data specific to a Customer or a group of Castomers, including, but not 

limited to, electricity consumption, load profile, billing history, or credit history that is or has been obtained or compiled by 

DEC or PEC in connection with the supplying of Electric Services to that Customer or group of Customers. 

DEBS. Duke Energy Business SerVICES, LLC, and its successors. which is a service company Affiliate that provides Shared 

Services to DEC, PEC, Duke Energy, other Affiliates, or the Nonpublic Utility Operations of DEC or PEC, singly or in any 

combination. 

DEC Duke Energy Carolinas, LLC, the business entity, wholly owned by Duke Energy, that holds the franchise granted by 
the Commission to provide Electric Services within DECs North Carolina service territory and that engages in public utility 

operations, as defined in ,:f S 	;I, within the State of North Carolina. 

Duke Energy: Duke Energy Corporation, which is the current holding company parent of DEC and PEC, and any successor 

Company. 

Electric Services: Comniission-regulated electric power generation. transmission, distnbution. delivery, and sales, and other 

related services, including. but not limited to, administration of Customer accounts and rate schedules. metering, billing, standby 

service. backups, and changeovers of service to other suppliers. 

Fuel and Purchased Power Supply Services: All fuel for generating electric power and purchased power obtained by DEC or 

PEC from sources other than DEC or PEC for the purpose of providing Electric Services. 

Fully Distributed Cosi: All direct and indirect costs. including overheads and an appropriate cost of capital. incurred in providing 

goods or services to another business entity: provided, however, that (a) for each good and service supplied by DEC or PEC. 

the retum on comrnon equity utilized in determining the appropriate cost of capital shall equal the retum on common equity 

authorized by the Commission in the supplying utilitys most recent general rate case proceeding: (b) for each good and service 

supplied to DEC or PEC, the appropriate cost of capital shall not exceed the overall cost of capital authorized in the supplying 

utilitys most recent general rate case proceeding: and (0 for each good and service supplied by DEC and PEC to each other, 
the retum on common equity utilized in determining the appropnate cost of capital shall nut exceed the [ewer of the retums on 

common equity authorized by the Commission in DECs and PECs mnst recent general rate case proceedings. 

*12S JDA: Joint Dispatch Agreement, which is the agreement as tiled with thc Commission on April 1, 201 i. and as revised 

and tiled on April 4, 2011, in Docket Nos. E-7, Sub 980, arid E-2, Sub 995. and allowed by the Commission to be tiled with the 

FERC, by Order dated A pril 4. 2011 and as further revised and filed on June 22, 2011, and allowed to be filed with the FERC 

by Order dated July I I. 2011. in Docket Nos. E-7. Sub 986, and E-2, Sub 998. 

Market Value: The price at which property, goods, and services would change hands in an arm's length transaction between a 

buyer and a seller without any compulsion to engage in a transaction, and both having reasonable knowledge of the relevant facts. 
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Merger: All transactions contemplated by the Agreement and Plan of Merger between Duke Energy and Progress Energy. 

Natural Gas Services: Natural gas sales and natural gas transportation, and other related services, including, but not limited 

to, metering and billing. 

Nonpublic Utility Operations: All business operations engaged in by DEC or PEC involving activities (including the sales of 

. goods or services) that are not regulated by the Commission, or otherwise subject to public utility regulation at the state or 

federal level. 

Non-Utility Affiliate: Any Affiliate, including DEBS and PESC, other than a Utility Affiliate, DEC. or PEC. 

PEC: Progress Energy Carolinas, Inc.. the business entity, wholly owned by Duke Energy, that holds the franchises granted 

by the Commission to provide Electric Services within the North Carolina service temtory of PEC and that engages in public 

utility operations, as defined in G S. 62-3(2?), within the State of North Carolina. 

Personnel: An employee or other representative of DEC, PEC, Duke Energy, another Affiliate. or allonpublieUtility Operation, 

who is involved in fulfilling the business purpose of that entity. 

1PESC: Progress Energy Services Company and its successors, which is a service company Affiliate that provides Shared 

Services to PEC, DEC, Duke Energy, other Affiliates, or the Nonpublic Utility Operations of DEC or PEC, individually or 

in combination. 

Progress Energy: Progress Energy, Inc., which is the former holding company parent of PEC, and which became a subsidiary 

of Duke Energy alter the close of the Merger, and any successors. 

Public Staff The Public Staff of the North Carolina Utilities Commission. 

Regulatoty Condition's: The conditions imposed by the Commission in connection with or related to the Merger. 

Shared Services: The services that meet the requirements of the Regulatory Conditions approved in Docket Nos. E-y, Sub 986, 

and F.-2, Sub 998, or subsequent orders of the Commission and that the Commission has explicitly authorized DEC or PEC 

to take from DF.BS  OT PESC pursuant to a service agreement (a) filed with the Commission pursuant to G.S 62- I 53an, thus 

requiring acceptance and authorization by the Commissión, and (b) subject to all other applicable provisions of North Carolina 

law, the rules and orders of the Commission, and the Regulatory Conditions. 

*126 Utility Affiliates: The regulated public utility operations of Duke Energy Indiana, Inc. (Duke Indiana), Duke Energy 

Kentucky, Inc. (Duke Kentucky), and Florida Power Corporation. d/b/a Progress Energy Florida (PM; and the regulated 

transmission and distribution operations of Duke Energy Ohio, Inc. (Duke Ohio). 

IL GENERAL 

This Code of Conduct estnblishes the minimum guidelines and rules that apply to the relationships, transactions, and activities 

involving the public util ity operations of DEC, PEC, Duke Energy. other Affiliates. or the Nonpublic Utility Operations of DEC 

and PEC, to the extent such relationships, activities. and transactions affect the operations or costs of utility service experienced 

by the public utility operations of DEC and PEC in their respeetive service areas. DEC, PEC, and the other Affiliates are bound 

by this Code of Conduct pursuant to Regulatory Condition 6.1 approved by the Cominission in Docket Nos. E-2, Sub 998, 

and E-7. Sub 986. This Code of Conduct is subject to modification by the Commission as the public interest may require, 

including. but not limited to, addressing changes in the organizational structure of DEC. PEC, Duke Energy, other Affiliates, or 

--•_ 
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the Nonpublic Utility Operations. changes in the structure of the electric industry; or other changes that warrant modification 

of this Code. 

DEC or PEC may seek a waiver of any aspect of this Code of Conduct by filing a request with the Commission showing that 

exigent circumstances in a particular case justify such a waiver, 

111. STAIVDARDS OF CONDUCT 

A. Independence und Information Sharing 

I. Separation - DEC, PEC, Duke Energy, and the other Affiliates shall operate independently of each other and in 

physically separate locations to the maximum extent practicable. DEC, PEC, Duke Energy, and each of the other 

Affiliates shall maintain separate books and records. Each of DEC's and PEC's Nonpublic Utility Operations shall 

maintain separate records from those of DEC's and PECs public utility operations to ensure appropriate cost 

allocations and any arm's-length-transaction requirements. 

2. Disclosure of Customer Information: 

(a) Upon request, and subject to the restrictions and conditions contained herein, DEC and PEC may provide Cuoomer 

Information to Duke Energy, another Affiliate, or a Nonpublic Utility Operation under the same terms and conditions that such 

mtOrmation is provided to non-Affiliates. 

(b) Except as provided in Section ll1.A.2.(0 below, Customer Information shall not bc disclosed to any person or company, 

without the Customer's consent, and then only to the extent specified by the Customer. Consent to disclosure of Customer 

Information to Affiliates or Nonpublic Utility Operations may be obtained by means of written authori7ation, electronic 

authorization or recorded verbal authorization upon providing the Customer with the information set forth in Attachment A: 

provided. however. that DEC and PEC retain such authorization for verification purposes for as long as the authorization 

remains in effect 

*127 (c) If the Customer allows or directs DEC or PEC to provide Customer Information to Duke Energy. another Affiliate, 

or a Nonpublic Utility Operation, then DEC or PEC shall ask the Customer if he, she, it would like the Customer Information 

to be provided to one or more non-Affiliates. If the Customer directs DEC or PEC to provide Customer Information to one or 

more non-Affiliates, the Customer Information shall be disclosed to all entities designated by the Customer contemporaneously 

and in the same manner. 

(d) Sections III.A.2.(a), 2.(b), and 2 (c) herein shall be permanently posted on DECs and PECs website 

(e) No DEC or PEC employee who is transferred to Duke Energy or another Affiliate will be permitted to copy or otherwise 

compile any Customer Information for use by such entity except pursuant to written permission from the Customer, as reflected 

by a signed Data Disclosure Authorization. Neither DEC nor PEC shall transfer any employee to Duke Energy or another 

Affiliate for the purpose of disclosing or providing Customer Information to such entity 

(I) Notwithstanding the prohibitions established by this Section lII.A.2, DEC and PEC may disclose Customer Information 

to DEBS, PESC, any othor Affiliate, a Nonpublic Utility Operation or a non-affiliated third party without Customer consent, 

but only to the extent necessary for the Affiliate, Nonpublic Utility Operation or non-affiliated third party to provide goods or 

services to DEC or PEC and upon their mplicit agreement to protect thc confidentiality of such Customer Information. To the 

extent the Commission approves a list of services to be provided and taken pursuant to one or more utility-to-utility service 

agreements. then Customer Information may be disclosed pursuant to thc foregoing except ion to the extent necessary for such 

services to be performed. 
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(g) DEC and PEC shall take appropriate steps to store Custonter Information in such a manner as to limit access to only those 

persons permitted to receive it and shall require all persons wilt access to such information to protect its confidentiality. 

(h) DEC and PEC shall establish guidelines for its employees.and representatives to follow with regard to complying with this 

Section III.A.2. 

(i) No DEBS or PESC employee may use Customer Information to ntarket or sell any product or service to DECs or PECs 

Customers, except in support of a Commission-approved rate schedule or program or a marketing effort managed and supervised 

directly by DEC or PEC. 

(i) DEBS and PESC employees with access to Customer Information must be prohibited from making any improper indirect 

use of the data, including directing or encouraging any actions based on the Customer Information by employees of DEBS or 

PESC that do not have access to such information, or by other employees of Duke Energy or other Affiliates or Nonpublic 

Utility Operations of the Utilities. 

(k) Should any inappropriate disclosure of DEC or PEC Customer Information occur at any time, DEC or PEC is required to 

promptly file a statement with the Commission in this docket describing the circumstances of the disclosure, the Customer 

information disclosed, the results of the disclosure, and the mitigating and/or other steps taken to address the disclosure. 

3. The disclosure of Confidential Systems Operation Information of DEC and PEC (referred to hereinafter as 

'information') shall be governed as follows: 

*128 (a) Such Information shall not be disclosed by DEC or PEC to an Affiliate or a Nonpublic Utility Operation unless it 

is disclosed to all competing non-Affiliates contemporaneously and in the same manner. Disclosure to non-Affiliates is not 

required when disclosure to Affiliates or Nonpublic Utility Operations meets one of the following exceptions: 

(i) The information is provided to employees of DEC or PEC for the purpose of implementing, and operating pursuant to, the 

JDA in accordance with the Regulatory Conditions approved in Docket Nos. E-7, Sub 986, and E-2. Sub 998; 

(ii) The Information is necessary for the performance of services approved to be performed pursuant to one or more Affiliate 

utility-to-utility service agreements; 

(iii) A state or federal regulatory agency or court having jurisdiction over the disclosure of the Information requires the 

disclosure; 

(iv) The Information is provided to employees of DEBS or PESC pursuant to a service agreement tiled with the Commission 

pursuant to 0.5 62-153, 

(v) The Information is provided to employees of DECs or PECs Utility Affiliates for the purpose of sharing best practices and 

otherwise improving the provision of regulated utility service: 

(vi) The Information is provided to an Affiliate pursuant to an agreement filed with the Commission pursuant to i I fs 6.2•153, 

provided that the agreement specifically describes the types of Information to be disclosed; 

(vii) Disclosure is otherwise essential to enable DEC or PEC to provide Electric Services to their Customers; or 

(yin) Disclosure of the Information is necessary for compliance with the Sarbanes-Oxley Act of 2002. 
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(b) Any Information disclosed pursuant to the exceptions in Section III. A.3(a), above, shall be disclosed only to employees 

that need the information for the purposes covered by those exceptions and in as limited a manner as possible. The employees 

receiving such Information must be prohibited from acting as conduits to pass the Information to any Affiliate(s) and must have 

explicitly agreed to protect the confidentiality of such Information. 

(c) For disclosures pursuant to exceptions (vii) and (viii) in Section III.A.3(a), above. DEC and PEC shall include in their annual 

affiliated transaction reports the following infonnation: 

(i) The types of Information disclosed and the narne(s) of the Affiliate(s) to which it is hcing. or has been, disclosed. 

(ii) The reasons for the disclosure, and 

(iii) Whether the disclosure is intended to be a one-time occurrence or an ongoing process. To the extent a disclosure subject 

to the reporting requirement is intended to be ongoing. only the initial disclosure and a description of any processes governing 

subsequent disclosures need to be reported. 

(d) DEC, PEC. DEBS, and PESC employees with access to CSO1 must be prohibited from making any improper indirect use 

of the data, including directing or encouraging any actions based on the CSO1 by employees that do not have access to such 

information, or by other employees of Duke Energy or other Affiliates or Nonpublic Utility Operations of DEC and PEC. 

.17.9 (e) Should the handling or disclosure of Market information, Transmission Inforntation, or other CSOI by DEBS, PESC, 

or another Affiliate or Nonpublic Utility Operation, or their respective employees, result in (i) a violation of DEC's or PECs 

FERC Statcmcnt of Policy and Code ofConduct (FERC Code), 13 CER 358-Standards of Conduct for Transmission Providers 

(Transmission Standards), or any other relevant FERC standards or codes of conduct, (ii) the posting of such data on an OASIS 

or other Internet website, or (iii) other public disclosure of thc data, DEC or PEC shall promptly tile a statement with the 

Commission in Commission in Docket Nos. E-7, Sub 986C, and E-2, Sub 998C, respeetively, describing the circumstances 

leading to such violation, posting. or other this docket describing the circurnstances leading to such violation, posting, or other 

public disclosure, any data required to be posted or otherwise publicly disclosed, and the mitigating and/or other steps taken to 

address the current or any future potential violation, posting, or other public disclosure. 

(f) Should any inappropriate disclosure of CSOI occur at any tirne. DEC or PEC shall promptly tile a statement with the 

Commission in Docket Nos. E-7, Sub 986C, or E-2, Sub 998C, respectively, describing the circumstances of the disclosure, the 

CSOI disclosed, the results of the disclosure, and the mitigating and/or other steps taken to address the disclosure 

(g) Unless publicly noticed and generally available. should thc FERC Code. the Transmission Standards, or any other relevant 

FERC standards or codes of conduct be eliminated. amended, superseded. or otherwise replaced, DEC and PEC shall file a 

letter in Docket Nos. E-7, Sub 986E, and E-2, Sub 998E. with the Commission describing such action within 60 days of the 

action, along with a copy of any amended or replacement document. 

B. Nondiscrimination 

1. DEC's and PEC's ettlplaces and representatives shall not unduly discriminate against non-Affiliated entities. 

2. In responding to requests for Electric Services, neither DEC nor PEC shall provide any preference to Duke Energy. 

another Affiliate. or a Nonpublic Utility Operation, nor to any customers of such an entity, as compared to non- 

A Ifiliates or their customers. Moreover, neither DEC, PEC, Duke Energy. nor any other Affiliates shall represent 

to any person or entity that Duke Energy, another Affiliate. or a Nonpublic Utility Operation will rective any such 

preference. 
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3. DEC and PEC shall apply the provisions of their respective tarilTs equally to Duke Energy, the other Affiliates, the 

Nonpublic Utility Operations, and non-Affiliates. 

4. DEC and PEC shall process all similar requests for Electric Services in the same timely manner, whether requested 

on behalf of Duke Energy, another Affiliate, a Nonpublic Utility Operation, or a non-Affiliated entity. 

5. No personnel or representatives of DEC, PEC, Duke Energy, or another Affiliate shall indicate, represent, or 

otherwise give the appearance to another party that Duke Energy or another Affiliate speaks on behalf of DEC or 

PEC; provided however, that this prohibition shall not apply to employees of DEBS or PESC providing Shared 

Services or to employees of another Affiliate to the extent explicitly provided for in an affiliate agreement that has 

been accepted by the Commission. In addition, no personnel or representatives of a Nonpublic Utility Operation shall 

indicate, represent, or otherwise give the appearance to another party that they speak on behalf of DECs or PECs 

regulated public utility operations. 

6. No personnel or representatives of DEC, PEC, Duke Energy, another Affiliate, or a Nonpublic Utility Operation 

shall indicate, represent, or utbeiwise give the appearance to another party that any advantage to that party with 

regard to Electric Services exists as the result of that party dealing with Duke Energy, another Affiliate, or a 

Nonpublic Utility Operation, as compared with a non-Affiliate. 

7. Neither DEC nor PEC shall condition or otherwise tie fire provision or terms of any Electric Services to the 

purchasing of any goods or services from, or the engagement in business of any kind with, Duke Energy, another 

Affiliate, or a Nonpublic Utility Operation. 

8. When any employee or representative of DEC or PEC receiveS a request for information from or provides 

information to a Customer about goods or services available froM Duke Energy, another Affiliate, or a Nonpublic 

Utility Operation, the employee or representative shall advise the Customer that such goods or services may also be 

availabk from non-Afilliated suppliers. 

9. Disclosure of Customer Information to Duke Energy, another Affiliate, a Nonpublic Utility Operation, or a non-

Affiliated entity shall be governed by Section III.A.2 of this Code of Conduct. 

C Marketing 

1. The public utility operations of DEC and PEC may engrige in joint sales, joint sales calls, joint proposals, or joint 

advertising (a joint marketing arrangement) with their Utility Affiliates and with their Nonpublic Utility Operations, 

subject to compliance with other provisions or this Code of Conduct and any conditions or restrictions that the 

Commission may hereafter establish. Neither DEC nor PEC shall otherwise eniage in such joint activities without 

making such opportunities available to comparable third parties. 

2. Neither Duke Energy nor any of the other Affiliates shill use the names or logos of DEC or PEC in any 

communications unless a disclaimer is included that states the following; 

*130 (a) 'Make Energy Corporation/Affiliate) is not the sante company as [DEC/PEC], and [Duke Energy Corporation/ 

Affiliate) has separate management and separate employees% 

(b) [Duke Energy Corporation/Affiliate] is not regulated by the North Carolina Utilities Commission or in any way sanctioned \ 

by the Commission', 

(c) 'Purchasers of products or services from [6uke Energy Corporation/A ffil iatej will receive no preference or special treatment 

from [DEC/PEC]% and 
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(d) 'A customer does not have to buy products or services from (Duke Energy Corporation/Affiliate] in order to continue to 
recewe the same safe and reliable electric service from (DEOPECV 

3. Nonpublic Utility Operations may not use the names or logos of DEC or PEC in any communications unless a 
disclaimer is included that states the following: 

(a) 'Nonpublic Utility Operation) is not part of the regulated services offered by (DEC/PECI and is not in any way sanctioned 
by the North Caiolina Utilities Commission': 

Os) 'Purchasers of products or services from Nonpublic Utility Operation) will receive no preference or special treatment from 
[DEC/PECI'; and 

(c) 'A customer does not have to buy products or services from (Nonpublic Utility Operation] in order to continue to receive 
the same safe and reliable electric service from [DEC/PECV 

The required disclaimer must be sized and displayed in a way that is commensurate with the name and logo so that the disclaimer 
is at least the larger of one-half the size of thc type that first displays the name and logo or the predominant type used in the 
communication. 

D Transfers of Goods and Services. Transfer Pricing, and Cost Allocation 

I. Cross-subsidies involving DEC or PEC and Duke Energy, other Affiliates, or the Nonpublic Utility Operations arc 
prohibited. 

2. All costs incurred by personnel or representatives of DEC or PEC for or on behalf of Duke Energy, other Affiliates, 
or the Nonpublic Utility Operations shall he charged to the entity responsible for the costs. 

3. As a general guideline, with regard to the transfer prices charged for goods and services, including the use or 
transfer of personnel, exchanged between and aniong DEC or PEC, and Duke Energy, the other Non-Utility Affiliates, 
and the Nonpublic Utility Operation& to the extent such prices affect DEC's or PECs operations or costs of utility 
service, the following conditions shall apply: 

(a) Except as otherwise provided tbr in this Section 111 D, for untariffed goods and services provided by DEC or PEC to Duke 
Energy, a Non-Utility Affiliate, or a Nonpublic Utility Operation, the transfer price paid to DEC or PEC shall be set at the 
higher of Market Value or DECs or PECs Fully Distributed Cost. 

(b) Except as otherwise provided for in this Section UI.D, for goods and services provided, directly or indirectly, by Duke 
Energy, a Non-Utility Affiliate other than DEBS or PESC. or a Nonpublic Utility Operation to DEC or P EC, the transfer affec(s) 
charged hy Duke Energy, the Non-Utility Affiliate. and the Nonpublic Utility Operation to DEC or PEC shall be set at the lower 
of Market Value or Duke Energy's, the Non-Utility Affiliates. or the Nonpublic Utility Operation's Fully Distributed Cost(s). 
If DEC or PEC do not engage in competitive solicitation and instead obtain the goods or services from Duke Energy, a Non- 

ity Affiliate. or a Nonpublic Utility Operation. DEC and PEC shall implement adequate processes to comply with this Code 
provision and related Regulatory Conditions and ensure that in each case DEC's and PECs Customers receive service at the 
lowest reasonable cost. For goods and services provided by DEBS and PESC to DEC. PEC, and Utility Affiliates, the transfer 
price charged shall be set at DEBT and PESCs Fully Distributed Cost. 

*131 (c) Tariffed goods and services provided by DEC and PEC to Duke F.nergy, other Affiliates. or a Nonpublic Uhlity 
Operation shall be provided at the same prices and tenns that are made available to Customers having similar characteristics 

0000208 

154 



SOAH Dkt. No. 473-17-1172 

PUC Docket No..46238 
Staff RFI 2-17 (NEE) 

Page 155 of 228 

In the Matter of Application of Duke Energy Corporation—, 298 P,U.R.4th 363 . 

with regard to Electr ic Services (such as tirne of use, manner of use, customer class, load factor, and relevant Standard industrial 
Classification) under the applicable tariff. 

(d) Subject to and in compliance with all conditions placed upon DEC and PEC by the Comni iss ion. untariffed non-power, non-
generation, or non-fuel goods and services provided by DEC or PEC to DEC. PEC, or the Utility Affiliates or by the Utility 
Affiliates to DEC or PEC, shall be'transferred at the supplier's Fully Distributed Cost. 

4. To the extent that DEC, PEC, Duke Energy. other ARiliales, or the Nonpublic Utility Operations receive Shared 
Services from DEI3S or PESC (or their successors), these Shared Services may be jointly provided to DEC, PEC, 
Duke Energy, other Affiliates, or the Nonpublic Utility Operations on a fully distributed cost basis, provided that 
the taking of such Shared Services by DEC and PEC is cost beneficial on a Service-by-service (e.g., accounting 
management, humiin resources management, legal serVices, tax administration, public affairs) basis to DEC and PEC. 
Charges for such Shared Services shall be allocated in accordance with the cost allocation nianual(s) tiled with the 
Commission pursuant to Regulatory Condition 5.5, subject to any revisions or other adjustments that may be found 
appropriate by the Commission on an ongoing basis. 

5. DEC, PEC;and their Utility Affiliates may capture econornies-of-seale in joint purchases of goods and services 
(excluding the purchase of natural gas, coal, and electricity or ancillary services intended for resale), if such joint 
purchases result in cost savings to DEC's and PEC's Customers. DEC, PEC, Duke Indiana, Duke Kentucky, and 
PEF, may capture economies-of-scale In joint purchases of coal and natural gas, if such joint Purchases result in 
cost savings to DEC's and PEC's Customers. Notwithstanaing the1Oregoing, if any of the coal or natural gas jointly 
purchased by DEC, PEC, Duke Indiana, Duke Kentucky, Or PEF is transferred to or utilized by another Affiliate 
within 12 months of the joint purchase, DEC and ITC will file notification of such with the Commission. All joint 
purchases entered into pursuant to this section shall be priced in a manner that permits clear identification of each 
participanes portion of the purchases ;Ind shall be reported in DEC's and PEC's affiliated transaction reports filed 
with the Commission. 

6. All permitted transactions between DEC, PEC, Duke Energy, other Affiliates, and the Nonpublic Utility Operations 
shall be recorded and accounted for in accordance with the cost allocation manuals required to be filed with the 
Commission pursuant to Regulatory Condition 5.5 and with Affiliate agreements accepted by the Commission 
or otherwise processed in accordance with North Carolina law, the rules and orders of the Commission, and the 
Regulatory Conditions. 

7. Costs that DEC and PEC incur in assembling, compiling. preparing, or furnishing requested Customer Information 
or Confidential Systems Operation Information for or to Duke Energy, other Affiliates, Nonpublic Utility Operations, 
or non-Affiliates shall be recovered from the requesting party pursuant to Section III.D3 of this Code of Conduct. 

8. Any technology or trade secrets developed, obtained, or held by DEC or PEC in the conduct of regulated 
operations shall not be transferred to Duke Energy, another Affiliate, or a Nonpublic I;tility Operation without just 
compensation and the filing of 60-days prior notification to the Commission; provided however, that DEC and PEC 
are not required to provide advance notice for such transfers to each other. DEC and PEC may request a waiver 
of this requireinent from the Commission with respect to such transfers to Duke Energy, a Utility Affiliate, a Non-
Utility Affiliate, or a Nonpublic Utility Operation. In no case, however, shall the notice period requested be less than 
20 business days. 

9. DEC and PEC shall receive compensation from Duke Energy, other Affiliates, and the Nonpublic Utility 
Operations for intangible benefits, if appropriate. 

E. Regulatory Oversight 

't:. 	 to,  :'• 	31 
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I. The States existing requirements regarding affiliate transactions, as set forth in G.S. 62-153. shall continue to apply 

to all transactions between DEC. PEC, Duke Energy, and the other Affiliates. 

2. The books and records of DEC, PEC. Duke Encra, other Affiliates, and the Nonpublic Utility Operations shall be 

open for examination by the Commission, its staff, and the Public Staff Rs provided in C..S. 62-3-1, 62-37, and 62-51. 

3. To the extent North Carolina law, the orders and rules of the Commission, and the Regulatory Conditions permit 

Duke Energy, an Affiliate, or a Nonpublic Utility Operation to supply DEC or PEC with Natural Gas Services ur 

other Fuel and Purchased Power Supply Services used by DEC or PEC to provide Electric Services to Customers, 

and to the extent such Natural Gas Services or other Fuel and Purchased Power Supply Services are supplied, DEC 

or PEC shalt demonstrate in its annual fuel adjustment clause proceeding that each such acquisition was prudent and 

the price was reasonable. 

F. Utility Billing Format 

*132 To the extent any bill issued by DEC and PEC, Duke Energy, another Affiliate, a Nonpublic Utility Operation, or a non-

Affiliated third party includes any charges to Customers for Electric Services and non-Electric Services from Duke Energy, 

another Affiliate, a Nonpublic Utility Operation, or a non-Affiliated third party, the charges for the Electric Services shall be 

separated from the charges for any other services included on the bill. Each such bill shall contain language stating that the 

Customer's Electric Services will not be terminated for failure to pay for any other services billed. 

G. Complaint Procedure 

I. DEC and PEC shall establish complaint procedures to resolve potential enmplainM that arise due to the relationship 

of DEC and PEC with Duke Energy, its other Affiliates, and its Nonpublic Utility Operations. The complaint 

procedures shall provide for the following: 

(a) Verbal and written complaints shall be referred to a designated representative of DEC or PEC 

(11) 1 he designated representative shall provide written notification to the complainant within 15 days that the complaint has 

been received. 

(c) DEC or PEC shall investigate the complaint and communicate the results or status of the investigation to the complainant 

within 60 days of receiving the complaint. 

(d) DEC and PEC shall each maintain a log of complaints and related records and permit inspection of documents (other than 

those protected by the attorney/client privilege) by the Commission. its staff, or the Public Staff. 

2. Notwithstanding the provisions of Section III.G.1, any complaints received through Duke Energy's EthicsLine (or 

successor), which is a confidential mechanism available to the employees of the Duke Energy holding company system, 

shall be handled in accordance with procedures established for EthicsLine. 

3. These complaint procedures do not affect a complainant's right to file a formal com plaint or otherwise address 

questions to the Commission. 

CODE OF CONDUCT 

.1 TT.4CHMENT A 

DEC/PEC CUSTOMLR INFORMATION DISCLOSURE AUTHORIZATION 
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For Disclosure to 4ifiliates: 

DEC's/PECs Affiliates offer products and services that are separate from the regulated services provided by DEC/PEC. These 

services are not regulated by thc North Carolina Utilities Commission or the Public Service Commission of South Carolina 

These products and services may be available from other competitive sources. 

The Customer authorizes DEC/PEC to provide any data associated with the Customer account(s) residing in any DECIPEC 

files, systems or databases [ or specOi specific types of data ] to the following Affiliate(s) 	DEC/PEC will provide this data 

on a non-discrimmatoty basis to any other person or entity upon the Customer's authorization. 

For Disclosure to Nonpublic Wiry Operations.  

DEC/PEC offers optional, market-based products and services that are separate from the regulated services provided by DEC, 

PEC. These services arc not regulated by the North Carolina Utilities Commission or the Public Service Commission of South 

Carolina. These products and services may be twailable from other competitive sources. 

*133 The Custonter authorizes DEC/PEC to use any data associated with the Customer account(s) residing in any DEC/PEC 

files. systems or databases [ or spect& upes of data] for the purpose of offering and providing energy-related products or 

services to the Customer DEC/PEC will provide this data on a non-discriminatory bwis to any other person or entity upon 

the Customer's authorization. 

FOOTNOTES 

Foo tnotes 
1 	Commissioner Lorinzo L. Joyner retired on December 31, 2011, and, therefore, did not participate in this Order 

2 	According to witness Hoard, the utilities have projected five-year CTA of 550 8 million to implement coal blending at three DEC 

generating plants. 

3 	Sefi% e.g., Order Approving Merger Subject to Regulatory Conditions and Code of Conduct, 96 NCUC 183 (Docket No E-7, Sub 

795, March 24, 2006); Order Approving Merger and Issuance of Securities, 90 NCUC 187 (Docket No. E-2. Sub 760, August 22„ 
2000), Order Approving Meiger and Issuance of Securities. 89 NCUC 384 (Docket No G-5, Sub 400, Decernber 7. 1999). Order 

Approving Merger and Issuance of Securities, 89 NCUC 306 (Docket No. E-22, Sub 380, dctober 18, 1999) 

4 	Although regulatory conditions were in place at that time preventmg DEC from challenging the Commission's order on appeal. similar 

to OM conditions Orangeburg challenges here, the conditions did not prohibit Orangeburg from appealing 
5 	Condition 2.2 is found on page 5 of the Regulatory Conditions that were attached as Appendtx A and filed in corrected form on 

September 15, 2011 It reads as follows: 'Other than as provided for, Of explicitly prohibited. in these conditions. Duke Energy, DEC, 
PEC, and other Affiliates retam the nght to challenge the lawfulness of any Commission order issued pursuant to or relating to these 
Regulatory Conditions on the basis that such order exceeds the Commissions statutory authonty under North Carolma law or the 
other grounds listed in Li S 41-9-1(h). 

1,1,I 	Dot utoLOI 	 It 
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BEFORE 

THE PUBLIC SERVICE COMMISSION 

OF SOUTH CAROLINA 

DOCKET NO. 2011-158-E - OR.DER NO. 2012-517 

JULY II, 2012 

IN RE: Application of Duke Energy Corporation and ) 
Progress Energy, Inc. on Behalf of Their 
Electrical Utility Subsidiaries, Duke Energy 	1 
Carolinas, LLC and Progress Energy • 
Carolinas, Inc. to Engage in a Business 
Combination Transaction 

ORDER APPROVING 
JOINT DISPATCH 
AGREEMENT 

1. 	INTRODUCTION 

Pursuant to S.C. Code Ann. § 58-27-1300 (Supp. 2011) and S.C. Code Ann. Reg. 103-

823, on April 25, 2011, Duke Energy Corporation ("Duke)l  and Progress Energy, Inc. 

("Progresef (collectively referred to as "the Applicante), on behalf of their utility subsidiaries 

Duke Energy Carolinas, 1.LC ("DEC") and Progress Energy Carolinas, Inc. ("PEC"), applied to 

the Public Service Comniission of South Carolina ("the Commission") for approval of the merger 

of DEC and PEC, and approval of a joint dispatch agreement ("JDA").)  In their Application, the 

Applicants explained that Duke and Progress have entered into a business combination 

'Duke is a corporation organized and existing under the laws of :he State of Delaware. Duke is the sote owner of 
DEC. DEC is an electric public utility organized, existing and operating under the laws of the State of North 
Carolina, and is authorized to generate, transmit and distribute electric power in its service territory in North 
Carolina and South Carolina. 

'Progress is a corporation organized and existing under the laws of the State of North Carolina. Progress is the sole 
owner of PEC. PEC is an electric public utility organized. existing and operating under the laws of the State of 
North Carolina add is authorized to generate, transmit and distribute electric power in its service territory in North 
Carolina arid South Carolina. 

3  This present Commission Order necessarily reflects the ruling made by the Commission on the basis of the record 
before it as of 11:30 a.m. on July 2, 2012, when the Commission vote on this Application was taken. and does not 
address any events occurring subsequent to that ruling. 
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agreement ("the Merger Agreement") pursuant to which Duke will acquire all of the issued and 

outstanding common stock of Progress in exchange for shares of Duke's common stock.4  

(Hereinafter the proposed Merger of Duke and Progress shall be referred to as "the lvterger.) 

As part,  of the parties presentation of evidence to this Commission at hearing on 

December 12, 2011, we heard testimony concerning the Merger of Duke Energy Corporation 

and Progress Energy, Incorporated. Based on the record bcfore us, there is an absence of harm 

to South Carolina ratepayers as a result of the proposed Merger. Therefore, we do not have to 

reach the question of whether such harrn, if present, would have justified jurisdiction of this 

Commission over the Merger to the extent necessary to address such harm to this state's 

ratepayers. 

Under the terms of the Merger Agreement, Progress shareholders will receive 2.6125 

shares of Duke common stock for each share of Progress common stock they own upon the 

closing of the transaction. This exchange ratio will be adjusted to 0.87083 shares of Duke stock 

for each Progress share, to account for a one-for-three reverse stock split to be effected by Duke 

in connection with the closing of the transaction, as further described in the Merger Agreement. 

The combined company will maintain the name of Duke Energy, with corporate headquarters in 

Charlotte, North Carolina. Progress will become a subsidiary of Duke, and both Progress and 

PEC will continue to exist as separate legal entities. 

Subject to approval by the appropriate regulawry commissions, PEC and DEC plan to 

merge into a single legal entity at some point in the future; however, such merger will not occur 

until nurnerous aspects of the 'utilities' operations are addressed, including but not limited to 

4  Progress common stock owned by Duke or Progress (other than in a fiduciary capacity) will not be included in the 
exchange. Such stock will automatically be canceled and retired. 
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determination of best business practices, operating procedures, equipment specifications, 

uniform rate schedules, service regulations, and cornputer systems. 

Pursuant to the JDA, PEC will transfer operational control of its generating assets to DEC. 

The combined DEC and PEC generating assets would then be jointly dispatched to serve the 

combined load of DEC and PEC in the most cost effective manner possible. 

Intervenors in the proceeding included the Southern Alliance for Clean Energy, the 

Environmental Defense Fund, the South Carolina Coastal Conservation League (collectively "the 

Environmental Intervenors"), South Carolina Electric & Gas Company ("SCE&G"), Nucor Steel-

South Carolina ("Nucor"), the City of Orangeburg, the South Carolina Energy Users Committee 

(SCEUC"), Central Electric Power Cooperative, Inc., the Electric Cooperatives of South 

Carolina, Inc., and the International Brotherhood of Electrical Workers ("IBEW"). The South 

Carolina Office of Regulatory Staff (ORS") was a party pursuant to S.C. Codc Ann. § 58-4-10 

(Supp. 2011). 

By letter dated September 13, 2011, the Applicants notified the Cornmission that they 

were withdrawing their Application for approval of the merger of DEC and PEC. The Applicants 

stated that it was premature to be seeking such approval given that the actual merger of the two 

utilities would not occur for several years. ORS and the intervenors did not oppose the 

withdrawal of the Application for approval of the merger of PEC and DEC. 

A hearing in this matter was initially scheduled to begin October 26, 2011, with the 

Applicants direct testimony to be filed by September 14, 2011. Ori September 14, 2011, the 

Applicants tiled the joint testimony of James E. Rogers and William D. Johnson, and the 

testimonies of Lynn J. Good, Dr. Joseph P. Katt, and Alexander J. (Sasha) Weintraub. 
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On October 4, 2011, ORS, Central Electric Power Cooperative and the Electric 

Cooperatives of South Carolina, Inc. filed a joint motion to hold the hearing and procedural 

schedule in this matter in abeyance until the Federal Energy Regulatory Commission ("FERC') 

ruled upon a market power mitigation proposal that FERC required the Applicants to file as a 

condition of FERC merger approval. On October 10, 2011, DEC and PEC filed a response to the 

joint motion to hold the proceeding in a6cyance. DEC and PEC did not oppose the joint motion, 

but requested that the Commission reschedule testimony filing dates and the hearing in this matter 

as soon as possible after the filing of the Applicants mitigation proPosal with FERC. The 

Commission granted the motion to' hold the hearing and procedural schedule in abeyance. 

On October 24, 2011, ORS, Central Electric Power Cooperative and the Electric 

Cooperatives of South Carolina, Inc. filed a joint motion to establish a new procedural schedule. 

I3y Order No., 2011-816, issued November 2, 2011, the Commission: granted the motion to 

establish new testirnony filing dates and hearing date; rescheduled the hearing to begin December 

12, 2011; riquired DEC and PEC to file supplemental testimony on November 10, 2011, to 

discuss the market power issues raised by FERC in its September 30, 2011, order conditionally 

approving the Merger, and explaining DEC's and PEC's market power mitigation proposal filed 

with FERC in response; and scheduled intervenor, rebuttal, and surrebuttal testimony to be filed 

November 17, 201 1, November 30, 2011, and December 7, 2011, respectively. 

Pursuant to Commission Order No. 2011-816, DEC and PEC filed the supplemental 

testimony of Alexander J. Weintraub on November 10, 2011. On November 17, 201i, the ORS 

filed thc direct testimony of Jonathan Falk, the City of Orangeburg filed the direct testimony of 

John Bagwell, and the Environmental Intervenors filed the direct testimony of Richard Hahn. 
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DEC and PEC filed the joint rebuttal testimony of James E. Rogers and Williarn D. Johnson and 

the rebuttal testimonies of Lynn J. Good, Alexander J. Weintraub, and Dr. Joseph P. Kali on 

November 30, 2011. On December 8, 2011, the Environmental Intervenors and the Applicants 

entered into a Settlement Agreement which was subtnitted to this Commission for approval. 

Concurrently, the Environmental Intervenors withdrew the testimony of Richard Hahn. Also, on 

December 8, 2011, in response to the Environmental Intervenors withdrawal of the testimony of 

Richard Hahn, DEC and PEC withdrew the rebuttal testimony of Lynn J. Good and filed the 

revised joint testimony of James E. Rogers and William D. Johnson, and the revised testimonies 

of Alexander J. Weintraub and Dr. Joseph P. Kalt. 

The hearing on this matter commenced as scheduled on December 12, 2011. At the 

hearing, Len S. Anthony and Kendal C. Bowrnan represented PEC. Kodwo Ghartey-Tagoe and 

Frank R. Ellerbe, III represented DEC. Courtney D. Edwards and Nanette S. Edwards 

represented the ORS. Christopher R. Koon, Douglas Jennings, Jr., and John H. Tiencken 

represented Central Electric Power Cooperative, Inc. and the Electric Cooperatives of South 

Carolina, Inc. James N. Horwood and Pablo O. Nuesch represented the Department of Public 

Utilities of the City of Orangeburg. Gudrun Elise Thompson and J. Blanding Holman IV 

represented the Environmental Intervenors. Michael K. Lavanga and Robert R. Smith II 

represented Nucor. K. Chad Burgess represented SCE&G. Scott Elliott represented SCEUC. 

On December 13, 2011, the Applicants submitted a letter to the Commission to 

memorialize the stipulation and commitment made by the Applicants during the hearing held 

December 12, 2011. The letter stated that, as a condition for Commission approval of the 

proposed JDA between DEC and PEC, DEC and PEC will provide the Commission a "most 

0000216 

162 



SOAH Dkt. No. 473-17-1172 
PM Docket No. 46238 

Staff RH 2-17 (NEE) 
Page 163 of 228 

DOCKET NO. 2011-158-E — ORDER NO. 2012-517 
JULY 1 1, 2012 
PAGE 6  

favored nations" commitment. Among other things, the "most favored nations" commitment 

guarantees this Commission and DEC's and PEC's retail customers pro rata benefits equivalent 

to those approved by the North Carolina Utilities Commission in its order ruling upon Duke 

Energy Corporation's and Progress Energy, Inc:s Merger Application. The December 13, 2011, 

cornmitment letter is attached to this order as Appendix A. 

On Decernber 14, 2011, the FERC issued an Order in which it found the Applicants' 

proposed market power mitigation plan was inadequate to address the wholesale market power 

, concems raised in the FERC's September 30, 2011, Order. On that same date, the FERC also 

issued an Order dismissing the Applicants Application for approval of the JDA without 

prejudice to the Applicants' i-ight to file revised proposals. 

The Commission initially scheduled the filing of proposed orders for December 20, 

2011. DEC, PEC, the ORS, Central Electric Power Cooperative, Nucor Steel-South Carolina - 

and the Electric Cooperatives of South Carolina, Inc. filed a Joint Proposed Order. The City of 

Orangeburg also filed a Proposed Order. 

On January 12, 2012, PEC and DEC filed with the Commission a letter containing a 

status report of the Merger activities before the North Carolina Utilities Comtnission (INICUC") 

and FERC. On Febniary 22, 2012, PEC and DEC filed iPlith the Commission a copy of the 

advance notice filed with the NCUC notifying the NCUC that Progress and Duke would be 

filing a Revised Market Power Mitigation Plan with FERC upon the expiration of the notice 

period. On March 26, 2012, PEC and DEC filed with the Commission the Revised Market 

Power Mitigation Plan that was filed with FERC that same date. The Revised Market Power 
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Mitigation Plan was filed by Progress and Duke pursuant to the FERC's December 14, 2011, 

Order. 

On May 16, 2012, PEC and DEC filed with the Commission a letter advising the 

Commission that PEC and DEC had made certain commitments to the ORS with regard to the 

Revised Market Power Mitigation Plan tiled with FERC on March 26, 2012. The first 

commitment relates to the allocation of costs associated with interim wholesale mitigation 

power sales to be made by PEC and DEC for approximately 3 years following the close of the 

Merger. The letter described the methodology to be used to allocate costs to these sales and the 

calculation of a decrement rider to be filed by PEC and DEC to their retail South Carolina rates 

within 30 days after the Merger closes to provide their South Carolina retail customers the 

benefit of this allocation of costs away frorn retail to these wholesale sales. The second 

commitment relates to the permanent transmission market power mitigation clement of the 

Revised Market Power Mitigation Plan. PEC and DEC committed not to seek recovery of any 

of the costs associated with certain new transmission facilities constructed to mitigate the 

merged company's wholesale market power from their South Carolina retail customers for a 

period of five years following the closing of the Merger. After five years, PEC and DEC may 

seek recovery of these transmission costs from their South Carolina retail custorners if they can 

show that, absent the Merger, the transmission facilities are needed to provide adequate and 

reliable retail service and the construction of the facilities and incurrence of the costs would 

have been reasonable and prudent. The letter's third commitment was a re-affirmation of their 

commitment and guarantee, described during the December 12, 2011, hearing, and summarized 

in the utilities December 13, 2011, letter filed with the Commission, to provide their retail 
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South Carolina customers pro rata benefits equivalent to those approved by the North Carolina 

Utilities Commission in its order ruling upon Dukes and Progress Merger Application. The 

May 16, 2012, commitment letter, along with the clarifying letter of May 21, 2012 referenced 

below, are attached to this order as Appendix B. 

On May 21, 2012, PEC and DEC filed a follow-up letter explaining that nothing that had 

occurred in the NCUC Merger proceeding and none of the commitments contained in the May 

16, 2012,,letter to the Commission alter or affect the JDA. See Appendix B. The May 21, 

2012, letter also _clarified that the costs associated with the interim wholesale market power 

sales would be allocated to those specific wholesale transactions and not PEC's and DEC's 

wholesale jurisdiction as a whole. 

By Order No. 2012-425, on May 23, 2012, the Commission ordered the parties to this 

proceeding to file verified testimony by June 4, 2012, concerning the developments regarding 

the Merger occurring subsequent to the December 12, 2011, hearing. The Commission asked 

the parties to addrešs, in particular, activities and filings before the NCUC and FERC. 

Responses to such testimony were to be filed by June 1 l, 2012. The Commission further ruled 

that it would decide on June 13, 2012, whether further hearings in this docket were required. On 

June 4, 2012, PEC and DEC filed the additional direct testimony of Sasha Weintraub. On June 

11, 2012, the ORS, Central Electric Power Cooperative and the Electric Cooperatives of South 

Carolina, Inc., filed letters in support of approval of the JDA on a one year trial basis. 

On June 8, 2012, FERC approved the JDA, PEC's and DEC's Joint Open Access 

Transmission Tariff, and the Merger of Progress and Duke, with certain conditions, and 

provided that certain revisions be made to the IDA. On June 12, 2012, PEC and DEC filed with 
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the Commission a revised JDA reflecting the changes required by FERC. In the transmittal 

letter, PEC and DEC explained that the revisions do not impact any of the potential savings to 

be realized from the joint dispatch of PEC's and DEC's generation facilities, or otherwise harm 

South Carolina retail customers. On June 13, 2012, PEC and DEC filed the verified testimony 

of Sasha Weintraub, explaining the revisions to the .IDA and affirming that such changes do not 

harm South Carolina retail customers or reduce the benefits to be derived from joint dispatch. 

On June 13, 2012, by Order No. 2012-473, the Commission ordered that any responses 

to the revised JDA or the verified testimony of Sasha Weintraub had to be filed by June 15, 

2012. The Commission further held that no further hearings were necessary and that proposed 

orders were to be filed on June 22, 2012. The only filing made by any party on June 15, 2012, 

was a filing by the ORS stating that they had no further comments. A Joint Proposed Order 

was tiled on June 22, 2012, by DEC, PEC, the ORS, Nucor Steel-South Carolina, Central 

Electric Power Cooperative and the Electric Cooperatives of South Carolina, Inc. A Proposed 

Order was also filed on June 22, 2012, by the Intervenor, City of Orangeburg. 

II. 	DISCUSSION 

A. FERC APPROVAL OF THE MERGER AND -IDA 

As explained in the supplemental pre-filed testimony of Applicants witness Weintraub, 

on September 30, 2011, FERC conditionally approved the Merger of Progress and Duke. 

However, FERC found "screen failures" with respect to the market for short-term energy during 

the summer and winter periods in the DEC Balancing Authority Area ("BAA") and the summer 

period in the PEC East BAA. A "screen failure means that the increase in the concentration of 

ownership of short-terrn energy resulting from the Merger exceeds certain thresholds 
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established by FERC. As a result, FERC required PEC and DEC to submit a mitigation 

proposal to eliminate any potential for the exercise of market power by PEC and DEC during 

these periods. Tr. pp., 150-152. 

The Applicants submitted a market power mitigation proposal that required PEC and 

DEC to offer to sell for resale in their BAAs a certain arnount of excess generation during these 

time periods. PEC wOuld be required to offer to sell all excess generation up to 500 MWs 

during the summer months. DEC would be required to offer to sell excess generation up to 300 

MWs during the summer months and 225 MWs during the winter months.. The price at which 

this excess generation would be sold would be the average incremental cost of the generation 

plus 10%. PEC and DEC would offer 'this energy on a daily basis. The proposed term of the 

mitigation proposal was eight years. Under the proposed mitigation plan, both PEC and DEC 

would be allowed to cancel any sale made if PEC or DEC needed that generation to reliably 

meet its retail or native load firm wholesale customer? needs. Tr, pp. 152-153, 

By Order issued on December 14, 2011, FERC found the Applicants Market Power 

Mitigation Proposal to be inadequate and afforded the Applicants an opportunity to file a 

revised, more comprehensive, rnarket power mitigation plan in order .to obtain unconditional 

FER.0 approval of the Merger and JDA. In his Additional Direct Testimony filed on behalf of 

PEC and DEC on June 4, 2012, pursuant to the Commission's Order No. 2012-425, Mr. 

Weintraub explained thit on March 26, 2012, in response to FERC's December 14, .2011, 

Order, the Applicants filed a Revised Mitigation Proposal with FERC. The Revised Mitigation 

Proposal had two elements: an interim mitigation component that involved the sale of capacity 

and energy to third party wholesale market participants; and a pemutnent mitigation component 
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that involved the construction of new transmission facilities. As proposed, the interim 

mitigation sales would terminate once an of the new transmission facilities had been 

constructed and placed into service. 

The interim mitigation sales were proposed in recognition of the fact that, until the 

permanent transmission expansion projects are placed in service, FERC's market power 

concerns would continue. DEC and PEC have entered into firm power sales agreements 

("PSAs") with Cargill, Electricitie de France (EDF), and Morgan Stanley to effectuate the 

interim mitigation sales. The energy sold pursuant to the PSAs will bc firm in all hours of those 

seasons when mitigation is required. There are no restrictions on the use of energy by the 

purchasers after it is purchased. Any interruption of deliveries of energy by DEC or PEC will 

result in the payment of liquidated damages if the contract price of power to be sold is below the 

market unless that interruption is excused on force mujeure gtounds. 

Mr. Weintraub testified that sales under the PSAs will commence the first day after the 

Merger is closed. The term of each of PEC's PSAs will extend through August 31, 2014. The 

term of DEC's PSA will extend through February 28, 2015. These dates ensure that the interim 

mitigation will be in place until the permanent mitigation transmission expansion projects are 

expected to be completed. 

Mr. Weintraub then expla ned that the Applicants permanent mitigation proposal 

consists of the construction of seven transmission expansion projects in order to increase 

transmission import capability into the PEC East and DEC BAAs. The projects provide 

perrnanent structural rnitigation of FERC's market power concerns. In addition to these seven 
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projects, PEC is accelerating the in-service date of PEC's already-planned Greenville - Kinston 

DuPont 230 kV Line from 2017 to 2015. 

According to Mr. Weintraub, these transmission expansion projects completely mitigate 

all market power issues in the DEC BAA, and also completely mitigate all market power issues 

in the PEC East BAA except for the Summer Off-Peak in the Base Case. To address this single 

screen failure, DEC and PEC indicated they were willing to agree to set-aside a porfion of the 

expanded transmission capacity from the DEC BAA to the PEC East BAA. Under this 
.` 

proposal, only unaffiliated third parties would be permitted to reserve the set-aside amount on a 

firm basis. This set-aside would ensure that DEC and PEC would not have access to de se--

aside amount of transmission capacity into the PEC East BAA from the Duke BAA on a firm 

basis, and thereby would fully mitigate the one small screen failure remaining after the 

transmission projects are completed. 

Finally, Mr. Weintraub testified that DEC and PEC proposed that three aspects of the 

Revised Mitigation Proposal be subject to monitoring by Potomac Economics as an independent 

monitor. First, Potomac Economics would monitor the PSAs to ensure they remain in effect 

until the transrnission expansion projects are complete. If any of the PSAs terminated prior to 

completion of the transmission projects, Potomac Economics would monitor whether such PSA 

is replaced with a new PSA under materially the same terms and conditions, Second, Potomac 

Economics would monitor the extent to which the Applicants are pursuing the transmission 

expansion projects within the scope and time frarne projected and will report to FERC when the 

projects have been completed and placed in service. Third, if FERC requires PEC,or DEC to 
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set aside portions of the enhanced transmission capability created by these projects, Potomac 

Economics would monitor the Applicants compliance with such a transmission use limitation. 

As referenced above, by letter filed with the Commission by PEC and DEC on May 16, 

2012, PEC and DEC advised the Commission of certain commitments made by PEC and DEC 

to the ORS with regard to the Revised Mitigation Proposal. Thc May 16, 2012. letter, along 

with the clarifying letter of May 21, 2012, are attached as Appendix B to this Order. In this 

letter, PEC and DEC stated that the costs of the generation capacity used to eflbctuate the 

interim mitigation wholesale sales will be allocated to these sales. The capacity costs will be 

calculated based upon the revenue requirement associated with a utility-specific proxy for the 

capacity costs of the generating facilities expected to be on the margin during the months and 

hours the sales will be made, which are assumed to be between July I, 2012, through May 31, 

2015. DEC and PEC will each develop a decrement rider to their respective South Carolina 

retail rates that reflects these capacity costs. DEC and PEC will file the decrement riders for 

approval with the Commission and provide a copy to ORS within 30 days after the Merger 

closes. Upon approval by the Commission, the decrement riders will be fixed and remain in 

effect and without any future true-ups until the date the interim market power mitigation sales 

terminate plus the number of days between when such sales began and the time the decrement 

riders became effective. Provided, however, that if a portion of the interim sales terminate, the 

riders shall be reduced in proportion to the terminated sales. Appropriate decrement riders will 

continue in effect until such time as the utilities are relieved of their respective obligations to 
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make the interim mitigation sales. The total system costs of capacity to be allocated away frorn 

retail are $43,458,315 for DEC and $21,194,7595  for PEC. 

DEC and PEC further committed not to seek to recover from' their South Carolina retail 

customers any of the non-fuel .variable operating and maintenance costs associated with the 

interim mitigation sales. They further committed not to seek to recover from their South 

Carolina retail customers any revenUe shortfalls resulting from, or any costs associated wtth, the 

interim mitigation sales (including but not limited to any negative capacity payments), any 

revenue deficiency resulting from energy revenues being less than the associated costs and any 

payment of liquidated damages. 

With regard to the permanent transmission mitigation plan, DEC and PEC committed 

not to seek recovery of any costs associated with the transmission projects in their respective 

South Carolina retail rates until the expiration of five (5) years following the close of the 

Merger, and any such request must include a showing that, absent the Merger and the resulting 

mitigation requirement, the projt is needed to provide adequate and reliable retail service and, 

at the time the request is made, the construction of the project and the incurrence of the 

associated costs would have been reasonable and prudent. These cost recovery prohibitions do 

not apply to the Greenville-Kinston-DuPont transmission line project because PEC is simply 

accelerating the construction of this project. 

Finally, DEC and PEC committed not to seek to recover from their South Carolina retail 

ratepayers any costs associated with running their generating systems on alion-economic basis 

as a result of their permanent transmission market power mitigation plan to run PEC's Roxboro 

s  The DEC and PEC South Carolina retail allocable portion would be $10,316,657 for DEC and $2,2113,121 for 
PEC. 
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and Mayo units at full output when necessary to push back against AEPIPJM power flows into 

PEC in order to achieve irnprovement in firm import capability frorn PIM into PEC-East. 

The commitments made by DEC and PEC regarding the Revised Mitigation Proposal 

are the sarne as those made to the NCUC. The Commission finds that these commitments 

properly protect and hold harmless DEC's and PEC's South CarolMa retail customers and are 

approved. DEC and PEC shall comply with and implement these commitments as described in 

Appendices A and B. 

As discussed more thoroughly below, the May 16, 2012 letter also re-affirms DEC's and 

PEC's commitment and guarantee to provide their retail South Carolina customers pro rata 

benefits equivalent to those approved by the NCUC in its order ruling upon the Merger 

Application. 

B. MOST FAVORED NATIONS STIPULATION AND BENEFITS OF THE MERGER 

During the hearing DEC and PEC made the following commitrnent and stipulation: 

As a condition for Commission approval of the proposed JDA between 
PEC and DEC, PEC aod DEC will provide the Commission a "most favored 
nations" commitment and will also agree to the ORS proposal for approval of 
the JDA on a one year trial basis. The "most favored nations" commitment 
guarantees this Commission and PEC's and DEC's South Carolina retail 
customers pro rata benefits equivalent to those approved by the North Carolina 
Utilities Commission ("NCUC") in its order ruling upon Duke Energy 
Corporation's and Progress Energy, Inc.'s Merger Application. 

Tr. pp. 119-120. We also note that, to the extent allowed by South Carolina law, the "rnost 

favored nations" commitment extends the protections of the revised Regulatory Conditions and 

Code of Conduct adopted by the North Carolina Utilities Commission in as Rine 29, 2012, 

Order approving the Merger to the South Carolina ratepayers of DEC and PEC. Tr. p. 119. 
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Although the Commission's focus in this proceeding is on whether thc JDA should be 

approved, the Commission received extensive evidence on the Merger as well. The Applicants' 

witnesses Rogers, Johnson, and Good testified that the combined company will be the largest 

regulated utility in the United States, which will possess the size and scale, diversification, and 

operational excellence to be the foremost utility in the industry. This will translate into 

continued financial strength and flexibility for dealing with circumstances such as changing 

regulatory requirements, volatility in the capital markets, economic downtums, as w.ell as other 

external influences. Tr. pp. 25, 46-47. Witnesses Rogers, Johnson, and Good advocated that 

the Merger will produce significant benefits for PEC's and DEC's South Carolina customers. 

Tr. pp. 26-27, 47. 

The witnesses further testified that, post-merger, Duke will maintain strong investment-

grade credit ratings. Both Moody's and S&P reviewed the proposed transaction and affirmed 

the credit ratings of the combined company and its subsidiaries on the date of the Merger 

announcement. Size, scale, and financial strength are important to investors in the utility 

industry and will support the combined company's ability to attract capital on favorable terms, 

which is a clear benefit to customers. Investors will also benefit from more stable returns 

resulting from a higher proportion of the combined company's operations being regulated 

businesses. For the year ended December 31, 201 b, approXimately 79% of Duke's business was 

regulated, while post-merger regulated operations of the corribinecl company will be 88% of its 

business. Tr. pp: 25, 47. 

Witnesses Rogers, Johnson, and Good testified that the combined company will have 

greater assurance df access to capital, especially in challenging or volatile market conditions. 
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Upon the close of the Merger, according to testimony, S&P's CreditWatch with positive 

implications designation is expected to result in an upgrade to the new company's A- corporate 

credit rating for Progress, PEC, and Progress Energy Florida. Such an upgrade would provide 

additional benefit to Progress' customers by providing greater access to debt financing as well 

as a lower cost of debt than would otherwise be possible. Tr, pp. 25, 47. 

Witnesses Rogers and Johnson testified that the utility industry faces an extended period 

of extrernely large investments in infrastructure replacement, modernization, and expansion. In 

order to rneet the future demand for electricity, these witnesses testified that both companies 

will have to invest in new generation that will be more costly than the companies' current 

average ernbedded costs. PEC and DEC are well into this intense capital investment prograrn. 

PEC is investing nearly $2 billion in new natural gas fueled generation. DEC is investing over 

$3 billion in new clean coal generation and natural gas fueled generation. Much of this 

generation is simply replacing aging plants that the utilities have concluded are no longer cost 

effective to operate. The companies also face significant cost increases in order to comply with 

new proposed Environmental Pro(ection Agency regulations and Nuclear Regulatory 

Cotnmission regulations. The resulting large infrastructure investment creates two challenges: 

l) raising, on reasonable terms, the capital necessary to finance the plant additions; and 2) 

minimizing the costs to customers from building and operating these new plants. According to 

witnesses Rogers and Johnson, the Merger will allow them to address both of these challenges 

and to mitigate potential impacts. Tr. p. 25. 

Witnesses Rogers and Johnson emphasized that an important operational benefit of the 

Merger is centralized management of the two companies' nuclear fleets. Duke operates seven 
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nuclear units, and Progress operates five. Eleven of these 12 nuclear units are in the 

Carolinas—a geographic proximity that further strengthens the benefits of operating as one 

large nuclear fleet and particularly supports the combination of these two companies. 

Additionally, the witnesses stated that the depth and breadth of ihe combined nuclear 

management team and workforce is expected to enhance the combined company's ability to 

operate these plants safely, reliably, and cost effectively. Tr. p. 26. 

The Applicants anticipate that, upon the actual integration of Duke's and Progress' 

service companies, additional cost savings Opportunities will be created. This integration 

transition is expected to be a significant undertaking, and these savings will occur over time as a 

result of the combination and assimilation of the companies' information technology systems, 

supply chain functions, generation operations, corporate and administrative programs, and 

inventories. The Application indicates that there will be up-front costs associated with 

integrating these functions to yield benefits, but future savings in these areas arc expected to be 

significant. The Applicants testified that customers will receive the benefits of these savings in 

fkiture rate proceedings. Witnesses Rogers and Johnson emphasized that the synergies and cost 

savings the Applicants expect to realize over the long terrn, by merging the two companies' 

service companies, will help mitigate, to some extent, the cost increases Progress and Duke 

expect to experience in the future. Tr, p. 26. 

The Application explains that the cost savings realized through the integration of the two 

companies will result in workforce reductions. Over time, Progress, Duke, PEC and DEC 

expect their combined workforces to be reduced compared to continued operation a.s 

unaffiliated companies. To the maximum extent possible, the Applicants commit to manage 
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these reductions through normal retirements, employee attrition, voluntary retirement programs 

and similar measures, rather than through forced layoffs. 

C. THE JOINT DISPATCH AGR.EEMENT AND OMER SAVINGS 

Regarding the JDA, the Applicant? witness Weintraub testified that, upon the closing of 

the Merger, PEC and DEC will begin significant coordination of their operations. These 

coordinated operations will produce significant operational efficiencies that will directly benefit 

customers. The primary benefit will result from transitioning individual dispatch of PEC's and 

DEC's generating assets to combined dispatch via the JDA. 

Witness Weintraub testified that, consistent with PEC's and DEC's reliability and 

contractual obligations as well as applicable laws and regulations, the JDA will allow DEC's 

and PEC's generation resources to be dispatched as a single system to meet the two utilities' 

retail and firm wholesale customers requirements at the lowest reasonable cost. Under the 

JDA, DEC will act as the joint dispatcher for DEC's and PEC's power supply resources. The 

joint dispatch process will allow PEC and DEC to serve their retail and wholesale native load 

customers more efficiently and economically than they can on a stand-alone basis. Witness 

Weintraub explained that the JDA also provides a methodology for calculating the savings 

generated by the joint dispatch process and for equitably allocating the savings between DEC 

and PEC. Tr. pp. 133-134. 

According to witness Weintraub, the JDA expressly provides that it is not intended to 

act as a system integration agreement and that DEC and PEC will retain their obligations to 

serve their own native load customers, to fulfill their own contractual obligations, and to operate 
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their own transmission systems and BAAs. DEC's and PEC's contractual obligations will not 

be changed by the JDA. This includes their contractual obligations under existing wholesale 

power contracts and their obligations under the.  Virginia-Cazolinas (VACAR) reserve sharing 

arrangement. Tr. p. 134. 

Witness Weintraub explained that the joint dispatcher will direct the dispatch of both 

DEC's and PEC's power supply resources, which includes the parties generation as well as 

their wholesale power purchases. In addition, the joint dispatcher will be responsible for 

making short-term (less than one year) wholesale power purchases and sales on behalf of DEC 

and PEC. DEC and PEC will retain individual responsibility for entering into wholesale power 

transactions of a year or longer. In carrying out its responsibilities under the JDA, the joint 

dispatcher is charged with achieving the most economic dispatch plan to serve DEC's and 

PEC's native load customers, consistent with the provision of reliable service, industry 

standards, and applicable laws and regulations. In effect, the joint dispatcher has the same goals 

as the individual utilities prior to the advent of the JDA. The' difference is that the joint 

dispatcher will consider the loads and resources of both utilities, which will achieve a more 

economic result than the utilities could achieve on a stand-alone basis. .The joint dispatch 

function will employ the same methodologies as the security-constrained economic dispatch 

function each company performs pre-merger. The post-merger process will simply integrate 

both companies' generation resources into the dispatch process. Tr. pp:  134-135. 

According to witness Weintraub, in general, the joint dispatcher will not distinguish 

between the utilities' resources in determining how best to serve the combined loads of DEC 

and PEC. The joint dispatcher will have to consider various factors that might constrain the 
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selection of power supply resources, such as contractual "must-rue obligations for certain 

resources. Within such pararneters, however, the joint dispatcher will treat the resources of both 

utilities as available to serve the load of both DEC and PEC. To the extent that this results in 

one utility over-generating (i.e., producing more energy than its load) and the other utility 

under-generating, the irnbalance will be handled through a dynamic schedule between the 

parties balancing authority areas. Tr. p. 136. 

Witness Weintraub testified that each utility will bear the costs associated with its own 

power supply resources, as defined under the JDA. For example, DEC and PEC will incur the 

fuel and O&M costs associated with their own generating facilities. Similarly, each utility will 

be responsible for the costs it incurs under its own power purchase contracts. After the fact. it 

will be determined which utility (over-generating utility) provided energy to the other, how 

much it supplied to the other utility (under-generating utility) in a given hour, and the amount of 

the savings. The under-generating utility will compensate the over-generating utility at cost for 

all of its expenses for providing the energy. In order to prevent one utility from unfairly shifting 

costs to the other and to ensure a reasonable sharing of the savings generated by the joint 

dispatch, an after-the-fact process Will be used to allocate costs and benefits between the 

utilities. Tr. pp. 136-137. 

Under the after-the-fact allocation process for each hour, the joint dispatcher allocates 

energy to three types of transactions that occurred during the hour: 1) New Non-Native Load 

Sales; 2) Existing Non-Native Load Sake; and 3) Native Load Sales. The energy allocation 

process is done in descending order of energy cost (other than energy from "must-rue units) 

6  As explained more thoroughly below, the FERC in its June 8. 2012 order approving the JDA required the 
elimination of the distinction besween New anti Exis:ing Non.Native Load sales. 
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and identifies which power supply resources will be deemed to have served each class of 

transaction, Once the energy allocation process is complete, the joint dispatcher applies cost 

allocation provisions contained in the JDA to achieve a reasonable allocation of the costs and 

benefits Of the joint dispatch. Tr. pp. 137-138. 

The after-the-fact allocation process determines for each hour the costs each utility 

would have incurred if its resources had been dispatched on a stand-alone basis, without regard 

to any Non-Native Load sales opportunities. The difference between the joint dispatch costs 

and the stand-alone costs represents the cost savings achieved by joint dispatch. These Savings 

then are allocated between PEC and DEC based on each company's share of energy generated 

in each hour. Tr. p. 139. 

Under the joint dispatch process, the energý cost attributable to each utility's native load 

will be the cdsts actually incurred by the utility for 'energy allocated to native load service, 

adjusted by the cost allocation payments calculated by the joint dispatcher, which will be treated 

as payments for energy transfers between the utilities. Thus, the energy cost ultimately incurred 

by each utility to serve its native load will be equal to the stand-alone costs it would have 

incurred, but for the joint dispatch arrangement, less the utility's share of the joint dispatch 

savings. That will be the amount that each utility passes through its retail fuel clause and native 

load whole.sale contracts. This process will result in an annual flow through of the joint 

dispatch savings for both retail and wholesale custonters.,Tr. p. 140. 

The Applicants witness, Dr. Kalt, explained that the joint dispatch of DEC's and PEC's 

generation resources under the JDA is expected to reduce the cornbined company's fuel and 

related dispatch costs by approximately $364 million in the first five years after the Merger is 
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completed (2012-2016). These savings come from the use of the combined system's lowest-

cost available generation to meet total customer demand. Dr. Kalt testified that, in performing 

the joint dispatch savings study, he relied on a commonly used security-constrained dispatch 

production cost model to tun optimized least-cost production for the utilities individual BAAs 

on a stand-alone basis. He then ran the sarne model assuming a combined "joint dispatch" 

across the BAAs, holding constant assumptions about load, fuel prices, existing contracts, etc. 

A net reduction in the total production costs required to serve system loads represents the 

estimated savings attributable to the joint dispatch. Tr. pp. 172-173. 

Dr. Kalt stated that the estimated cost savings of jointly dispatching the DEC and PEC 

generation fleets are driven largely by optimizing dispatch so as to minimize fuel costs. This 

optimization results in lower fuel costs because the joint dispatch creates a larger, more flexible 

pool of operating assets to be drawn upon when making overall generation dispatch decisions. 

Joint dispatch enhances the ability to commit and substitute available capacity at a less costly 

generating unit in one BAA for a more costly unit that otherwise would be required to meet load 

in another BRA absent the joint dispatch. Tr. pp. 172-173. 

Dr. Kalt explained that the savings will vary in magnitude from period to period. Using 

base case assumptions, he estimated the savings per year to be: 

Base Case Savings ($mm) 

2012 2013 2014 2015 2016 Total 

$38 $49 $64 597 $116 S364 

Tr. p. 173. 
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Dr. Kelt testified that the estimated benefits will vary if the underlying input 

assumptions used in the dispatch model are changed. To address this issue, he examined the 

, effect on calculated benefits of changing two important modeling assumptions — fuel prices and 

load growth. By using a low and high range for both variables,. he determined that the estimated 

benefits from joint dispatch range from $249 million with low load growth ($115 million less 

than the base case) to $629 million with high fuel prices ($265 million more than the base case). 

He noted that even the relatively smaller estimated potential benefits associated with an extreme 

low-load growth case still produce positive savings. Further, he considers the estimated joint 

dispatch cost savings to be a conservative estimate because the dispatch model does not capture 

additional sources of benefits associated with joint dispatch that offer real cost savings to the 

merging parties, as well as ancillary benefits such as enhanced economic activity. Specifically, 

he stated that the model does not (and cannot) capture the ability of joint dispatch to take 

advantage of daily fuel and electricity price volatility or potential benefits that can arise for 

capturing savings within a given hour, nor can the model capture the extent to which future joint 

planning could further reduce the costs of the merged companies. Finally, the ancillary benefits 

to the local economy resulting from lower electricity prices were not analyzed. Tr. pp. 174-175. 

ORS witness, Jonathan Falk, agreed that the JDA should produce significant savings. 

However, he raised three issues: (I) that hourly joint dispatch ought to be feasible without a 

merger; (2) savings in the aggregate do not necessarily mean savings to each individual service 

territory; and (3) the JDA only allocates operating cost savings leaving open the possibility of 

cross-subsidization of capital costs on a going-forward basis. Witness Falk suggested that DEC 

and PEC could realize fuel savings through the implementation of some form of joint dispatch 
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without a merger. He indicated that these savings could be realized by PEC and DEC forming a 

tight power pool which is nothing more than a JDA without any merging of ownership. 

However, DEC and PEC witness Dr. Kalt explained that DEC and PEC could not achieve the 

same level of savings as estimated under their JDA if they operated as unaffiliated participants 

in a tight power pool arrangement. This is because it is not possible for two unaffiliated parties 

to engage in the complex, day-to-day real time moment-to-moment decisions necessary to 

implement the operational integration required to realize such savings. Dr. Kalt also observed 

that tight power pools may result in increased expenses and may impact the jurisdictional 

authority of the Commission. 

Regarding the issues of the allocation of savings and the possibility of cross-

subsidization, witness Falk acknowledged that, until the system is up and running, it is virtually 

impossible to forecast the importance of these issues. In order to allow PEC, DEC, ORS, the 

Intervenors, and the Commission to evaluate the materiality of these concerns and measure the 

benefits of the JDA, he recommended the Commission approve the JDA on a one year trial 

basis. Tr. pp. 238-241. During cross-examination by Mr. Tiencken, witness Falk testified that 

the Central Electric Power Cooperative and the Electric Cooperatives of South Carolina, Inc., 

support a one year trial period. Tr. p. 258. 

In addition to the savings to be realized from joint dispatch, PEC and DEC witness 

Weintraub testified that the significant coordination between PEC and DEC will also create 

savings through the joint purchase of fuel and fuel transportation and the sharing and 

implementation of best practices for titel procurement and use. Witness Weintraub sponsored 

Exhibit No. 5 to the Application, which is a study performed by Booz & Company ("Booz") for 
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the Applicants, that estimates merger savings for the fuel procurement activities of the 

combined company. Witness Weintraub explained that Booz utilized specific information from 

DEC and PEC and Booes own experiences with previous utility mergers to determine the 

forecasted fuel savinds following the Merger. Tr. p. 140. 

Witness Weintraub testified that both companies need natural gas,- coal, and the 

transportation services required to deliver these fuels. With regard to coal transportation, 

witness Weintraub explained that, by aligning various transportation contracts and taking 

advaritage of opportunities to maximize the economies of scale for the transportation of the 

combined company's coal requirements, the combined company will reduce its coal 

transportation costs. The transportation savings opportunity for the new company is based on 

aligning the lowest rates across common transportation contracts and carriers. Tr. p. 141. 

Turning to the procurement of coal, witness Weintraub testified that the annual coal burn 

of the combined company will range from 23 to 28 million tons over the next five years. By 

optimizing a combined fuel sourcing plan with greater scope across common coal suppliers, the 

combined company will reduce overall coal procurement costs. The combined company's 

purchasing requirements will enhance its position as a leading buyer of coal and provide 

increased purchasing power in the marketplace, which will benefit customers through lower 

costs. Tr. p. 141. 

With regard to the transportation of natural gas, witness Weintraub stated that, with the 

addition of interstate natural gas pipeline agreements by both DEC and PEC to support new and 

existing natural gas generation in the Carolinas, the combined company will utilize common 

natural gas transportation paths and complementary logistics for the combined natural gas 
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generation fleet. By maximizing the utilization of the combined portfolio of interstate natural 

gas pipeline agreements, cost savings will be achieved through short-term and potential long-

term capacity releases into the market. In addition, fuel savings will be achieved by the 

avoidance of additional fixed pipeline costs by utilizing non-firm interstate pipeline transactions 

(backhaul and pipeline segmentation) to serve the natural gas requirements of the combined 

cornpany. Tr. p. 143. 

Witness Weintraub explained that the combined company should bc able to achieve 

substantial fuel savings by the sharing of best practices for coal blending at the combined 

company's coal power plants. Over the past five years. PEC has invested more than $60 million 

in its scrubbed coal units to improve the fuel flexibility of these units. These investments have 

included improvements to the coal-fired boilers, as well as the balance-of-plant components that 

have expanded the types of coal that can be reliably burned at these PEC coal units. The 

expansion of coal types that can be burned at the PEC scrubbed units has created competition 

among different coal basins, resulting in overall lower fuel procurernent costs. Some of the 

investments have been for coal blending infrastructure that has increased blending capabilities 

to achieve optimal quality blends and procurement economics as well as the blending of cheaper 

fuels during off-peak hours. The integration of these best practices within the combined 

company will reduce the fuel costs of the combined company. Tr. pp. 141-142. 

Turning to other savings opportunities, witness Weintraub testified that both DEC and 

PEC utilize common suppliers and transportation providers for limestone. By leveraging thc 

increased limestone volume for the combined company, DEC and PEC expect to lower the 

delivered reagent costs of the combined company by reducing both the commodity costs and the 
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transportation costs for limestone. In addition to limestone costs, the combined cornpany will 

have reagent costs for the procurement of ammonia. The combined company intends to 

leverage its increased purchasing power by consolidating its ammonia volume to achieve more 

competitive commodity pricing and transportation pricing than could be achieved by stand-

alone companies. Tr. pp. 142-143. 

Anothcr area of savings noted by witness Weintraub involves combining the natural gas 

trading and scheduling functions for DEC and PEC. The combined company will eliminate the 

need for DEC to establish a natural gas trading desk and allow it to avoid two related positions 

that had been anticipated for meeting the needs of DEC's gas-fired generation fleet. Tr. pp. 

143-144. 

The Application explains that the Booz fuel savings study (Exhibit No. 5) quantifies 

these various savings opportunities as follows: 

• the leveraging of each entity's expertise in coal transportation services 

and coal procurement is estirnated to result in a combined savings of 

$115 million over the five-year period 2012-2016; 

• savings of $183.9 million over this same five-year period are expected to 

be created through the application of coal blending practices to 'DEC's 

coal use, sirnilar to PEC's current practices; and 

• coordinating the use of PEC's and DEC's interstate natural gas pipeline 

capacity to the greatest extent allowed, reagent procurement efficiencies,. 

and elimination of the need for DEC to establish a natural gas trading 
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desk, are estimated to produce an additional $31.8 rnillion of fuel savings, 

for a total of $330.7 million over five years. 

Combined with the joint dispatch fuel savings results, gross total fuel savings arc estimated to 

be $694.7 million over five years. 

Witness Weintraub stated that the joint dispatch and fuel cost savings will automatically 

flow through to the utilities retail custorners through their respective fuel clause proceedings. 

He also explained that, upon the closing of the Merger, both PEC and DEC will file rate 

decrements to pass through the forecasted fuel savings for 2012. Tr. pp. 133, 140. The rider 

will be designed to provide PEC's and DEC's retail customers the foreca.sted savings to be 

realized from the joint dispatch of their systems as well as other fuel cost savings during 

calendar year 2012. In each of DEC's and PEC's fuel cost proceedings in the live years after 

Merger close, they will incorporate the forecasted savings from the joint dispatch of their 

systems as well as other fuel costs savings for each of those years into the calculation of their 

respective fuel factors. They will also calculate a true-up of the forecasted amounts for the 

previous year to the actually experienced savings. 

At the hearing, PEC and DEC guaranteed that their retail and wholesale customers 

would receive their allocable shares of $650 million in total system fuel and fuel-related cost 

savings over five years. At the close of the fifth year, if actually achieved savings passed 

through to retail customers in DEC's and PEC's South Carolina fuel cases do not total each 

company's allocable portion of South Carolina's pro rata share of the S650 million in 

guaranteed savings, then DEC and PEC will flow through their respective fuel riders in their 

next cases their allocable shares of the remaining obligation. In the event the actual savings 
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exceed the guarantee, those additional savings will also be flowed through to DEC's-and PEC's 

customers. - 

In the Additional Direct Testimony of witness Weintraub filed on June 4, 2012, pursuant 

to the Commission's Order No. 2012-473, Mr. Weintraub addressed the salient elements of a 

Supplemental Agreement and Stipulatisin Of Settlement (Supplemental Agreement) entered into 

by DEC, PEC, and the NCUC Public StafF on May 8, 2012. This SUpplemental Agreement 

clarifies and modifies an earlier Agreement and Stipulation of Settlement entered into by DEC, 

PEC and the NCUC Public Staff on September 2, 2011, The Supplemental Agreement clarifies 

certain portions of the JDA, creates additional savings for DEC's and PEC's customers, and 

addresses certain aspects of the $650 million fuel savings guarantee during the first five years 

following the Merger. 

The first clarification concems how off-system purchases and sales are to be treated in 

determining savings realized by PEC and DEC from the joint dispatch of their generation 

facilities. The parties agreed that, in order to properly account for the benefits of joint dispatch 

for purposes of calculating the ..1DA savings portion of the $650 million fuel savings guarantee, 

off-system sales and purchases will be excluded from the calculation (in both the joint dispatch 

generation stack and the stand-alone generation stacks). Actual savings that result from 

purchases and the displacement of higher cost generation that results from such purchases will 

flow through DEC's and PEC's annual fuel charge adjustment proceedings in the same rnanner 

such lower costs/savings have been treated pre-merger. 

The second clarification concerns the increased consumption of, reagents by DEC 

resulting from its burning of non-traditional coals due to greater use of coal blending. Fuel 
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blending generally refers to the exercise of fuel flexibility in electricity generation and involves 

the burning of coals with higher sulfur and ash contents. Such blending will result in the 

consumption of greater amounts of reagents than would be the case if the highcr sulfur and ash 

content coals were not burned. The Supplemental Agreement clarifies that the calculation of the 

$650 million fuel savings guarantee will not be reduced by the increased reagent costs resulting 

from the increased consumption of reagents associated with fuel blending. The recovery of 

these increased reagent costs, if otherwise reasonable and prudently incurred, will be allowed in 

DEC's annual fuel charge proceedings. 

The final clarification relates to how savings realized by DEC from greater use of coal 

blending following the Merger are to be calculated for purposes of the $650 million fuel savings 

guarantee. 

Mr. Weintraub further explained that the Supplemental Agreement modifies DEC's and 

PEC's earlier agreement with the NCUC Public Staff that DEC's and PEC's North Carolina 

retail customers would receive their allocable share of $650 million of total system fuel and 

fuel-related cost savings over the first five years following the close of the Merger. He stated 

that the reduction in natural gas prices since the beginning of 2012 has significantly impacted 

PEC's and DEC's opportunity to achieve fuel savings from coal blending. Exhibit No. 5 to the 

Applicants Merger Application indicates that savings of $183.9 million during the first five 

years following the close of the Merger are expected to be achieved through coal blending. Mr. 

Weintraub testified that the dramatic reduction in natural gas prices sinee the beginning of 2012 

has materially reduced the amount of coal being consumed by PEC and DEC. Current forecasts 

of natural gas prices do not indicate any material change in the relative prices of coal and 
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natural gas in the near term. Therefore, over the next several years, PEC's and DEC's coal 

consumption is expected to remain at the current relatively low levels. This reduced use of coal 

materially impacts DEC's forecasted ability to achieve the $183.9 million in coal blending 

savings during the first nye years after the tvlerger. As a result, the NCUC Public Staff and the 

Applicants agreed that, dal the end of the five-year period, (1) DEC and PEC have not achieved 

all of the $650 million in guaranteed savings in spite of their best efforts; and (2) thc decline irt 

natural gas prices has resulted in fewer tons of coal having been delivered to the three DEC 

generating plants designated for coal blending in Exhibit 5 and therefore impaired DEC's abiliti 

to achieve the forecasted coal blending savings, then the five-year period will be extended by 18 

months. 

Mr. Weintraub emphasized in his testimony that PEC and DEC are still committed to 

providing both their South Carolina and North Carolina retail customers their allocable shares 

of the guaranteed $650 million in fuel savings during the first five years following the closing of 

the Merger. However, he explained that, at the time of the hearing before this Commission in 

December of 2011, no one foresaw the dramatic decrease in natural gas prices that has occurred 

in 2012 or that natural gas prices would be forecasted to remain at very low levels for the next 

several years. This reduction in natural gas prices has resulted in natural gas fired generation 

being less expensive than coal fired generation. If this situation persists;then following the 

Merger DEC will not be burning enough coal at its Marshall, Belews Creek, and Allen plants to 

achieve the forecasted savings of approximately $184 million. Thus, Mr. Weintraub testified 

that DEC and PEC need an additional 18 months to achieve the $650 million in fuel savings if 

DEC is unable to burn as much coal as was originally forecasted. He emphasized that DEC's 
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and PEC's South Carolina customers are realizing and will realize fuel savings, the savings will 

just be created by the changes in the fuel markets rather than from coal blending. Either way 

DEC's and PEC's customers enjoy significant savings, they will just be achieved in a manner 

not originally contemplated. Of course, such natural gas fired generation savings will not be 

counted toward the achievement of the $650 million guarantee in fuel savings. 

Another modification addressed by Mr. Weintraub in his Additional Direct Testimony 

relates to the recovery of capital costs associated with achieving merger savings. In recognition 

of the delay in the expected closing of the Merger from January I, 2012, to the June-July 2012 

time frame, the Applicants and the NCUC Public Staff agreed that their September 2, 2011, 

Agreement and Stipulation of Settlement should be revised to allow PEC and DEC to seek 

recovery of any and all capital costs incurred to generate merger savings provided such costs are 

incurred within three years of the closing of the Merger, except for capital costs to achieve fuel 

blending savings incurred by DEC. The Supplemental Agreement provides that there should 

not be any time limitation regarding DEC seeking recovery of costs to achieve coal blending 

savings. Additionally, the standard for recovery was changed to allow PEC and DEC to recover 

all capital costs incurred to generate merger savings (including fuel blending savings) in 

accordance with normal ratemaking practices. 

Mr. Weintraub explained that. in consideration for the NCUC Public Staff agreeing to 

these clarifications and modifications in the Supplemental Agreement and Stipulation of 

Settlement, PEC and DEC agreed to waive their right to seek recovery of employee severance 

costs. These costs are forecasted to be $226,000,000 on a system basis. Mr. Weintraub stated 

that the ORS, which is a party to the North Carolina proceeding, has filed a letter with the 
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NCUC generally supporting the Supplemental Agreement and Stipulation of Settlement, 

including the 18-month extension. 

Mr. Weintraub also addressed certain commitments DEC and PEC made to the ORS in 

settlement of the ORS issues in the North Carolina Merger proceeding. Mr. Weintraub states 

that these commitments create additional value for DEC's and PEC's South Carolina customers 

that more than offset the I8-month extension to achieve the guaranteed $650 rnillion in fuel 

savings. He noted that DEC and PEC have agreed to make annual community support and 

charitable contributions inSouth Carolina for four yeari following the close of the Merger. The 

annual contributions will be based on DEC's and PEC's average contributions over the time 

period 2006-2010. The annual amount for DEC is $1,866,862, and for PEC the annual amount 

is $788,000 for an annual total of $2,654,862. In addition, DEC and PEC have committed to 

make a contribution in the amount of $3.75 million in.  the first year following the close of the 

Merger to support workforce development and low income energy assistance in DEC's and 

PEC's South Carolina service territories. The contribution will be allocated in proportion to the 

number of South Canilina customers served by each utility. Finaily, Mr. Weintraub stated that 

DEC and PEC have committed not to seek recovery of the employee severance costs they will 

incur in reducing their workforces to achieve merger savings from their South Carolina retail 

customers. These costs are fofecasted to be $44,000,000 on a South Carolina retail basis. 

The Commission finds that the changed circumstances described by Mr. Weintraub, 

along with the additional value resulting from the commitments made by DEC and PEC to the 

ORS, justify the Canunission allowing DEC and PEC an additional 18 rnonths beyond the first 
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five years following the close of the Merger to provide their South Carolina retail customers 

their allocable share of the guaranteed 5650 million in fuel savings. 

As noted earlier, on June 8, 2012, FERC approved the JDA, provided that DEC and PEC 

agreed to two revisions. The required revisions were the deletion of Sections 3.2(c)(ii)-(iv) and 

the elimination of the distinction between existing non-native load customers and new non-

native load customers. On June 12, 2012, DEC and PEC notified the Cotnrnission that they 

would agree to these revisions and submitted a revised conforming JDA. DEC and PEC also 

indicated that they intended to submit the revised JDA to FERC no later than 10 days after the 

close of the Merger. On June 13, 2012, DEC and PEC filed the Further Supplemental 

Testimony of Sasha Weintraub explaining the JDA revisions. 

In that testimony, Mr. Weintraub explained that none of the revisions alter DEC's and 

PEC's ability to achieve the forecasted fuel savings or otherwise impair any of the benefits of 

the JDA to South Carolina customers. He stated that Sections 3.2(c)(ii)-(iv) of the JDA contain 

language that DEC and PEC were required to insert into affiliate agreements pursuant to their 

North Carolina regulatory conditions. The language of Sections 3.2(c)(ii)-(iv) is substantially 

similar to language in those regulatory conditions. Therefore, the deletion of this language from 

the JDA does not relieve DEC and PEC from these obligations. In fact, Mr. Weintraub noted 

that FERC stated in the paragraph discussing the deletion of Sections 3.2(c)(ii)-(iv) that "we 

offer no view on the North Carolina Commission's authority to impose or apply such 

requirements in its proceedings." (FERC JDA Order page 13, paragraph 37). In addition, Mr. 

Weintraub testified that on June 13, 2012, the NCUC Public Staff filed proposed additional 
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regulatory conditions in the NCUC merger docket to address the deletion of this language from 

the JDA. DEC and 'KC do not oppose these revisions. 

Turning to FERC's second revision, Mr. Weintraub explained that FERC required DEC 

and PEC to eliminate the distinction in the JDA between sales to existing non-native load 

customers and sales to new non-native load customers. He further explained that merging 

existing non-native load sales and new non-native load sales into One class for purposes of the 

JDA has no impact on the $650 million savings guarantee, because this revision only deals with 

non-native load transactions and does not impact native
,
load. Furthermore, he stated that the 

class of existing non-native load sales is small, only two contracts, and that, when those two 

contracts expire, the class of "existing norkative load sales" will disappear. 

Finally, Mr. Weintraub testified that merging these two types of sales does not change 

the total costs allocated to non-native load sales for purposes of the JDA. The resources 

allocated to native load will only be those that remain after the highest cost resources have been 

allocated to non-native load sales. The only difference will be that, instead of first allocating 

the least expensive of these higher cost resources to "existine non-native load sales and the 

remainder to "nele non-native load sales, ihe most expensive resources will be allocated to 

non-native load sales as a whole. Therefore, this change will nbt affect the allocation of costs to 

native load. 

D. 	OTHER ISSUES  

The City of Orangeburg opposed approval of the JDA, not on the grotinds that it will not 

provide substantial savings to•PEC's and DEC's South Carolina customers, but rather because, 

Orangeburg argues, the Commission does not have jitrisdiction to approve the JDA. 
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As explained earlier in this order, the JDA involves the transfer of operational control of 

PEC's generating assets to DEC. These PEC generating assets are used and useful and are 

included in PEC's rate base. Thus, pursuant to S.C. Code Ann. § 58-27-1300, which is set forth 

in its entirety below, Commission approval is clearly required prior to their transfer to DEC. 

S.C. Code Ann. § 58-27-1300 (Supp. 2011) states: 

No electrical utility, without the approval of the commission and compliance 
with all other existing requirements of the laws of the State in relation thereto, 
may sell, assign, transfer, lease, consolidate, or merge its utility property, 
powers, franchises, or privileges, or any of them, ....without prior approval of 
the commission..... For purposes of this section, "utility properof shall include 
property used and useful to provide customers with electric service and which 
has been properly included in the electric utility's rate base, including 
construction work in progress or property held to serve future customers. 

Furtherrnore, elimination of certain language in the IDA that the City finds offensive 

will not provide Orangeburg the relief it seeks. The Applicants witnesses Rogers and Johnson 

explained in their rebuttal testimony that Orangebures basic concern with the IDA relates to a 

decision by the NCUC regarding the allocation of electric utility costs between retail and 

wholesale customers for the purposes of establishing North Carolina retail electric rates. 

Orangeburg believes the North Carolina cost allocation methodology harms Orangeburg's 

opportunities to purchase electricity in the wholesale market at favorable rates, thus it opposes 

this cost allocation methodology. The proposed JDA is consistent with the existing North 

Carolina retail/wholesale cost allocation methodology. Orangeburg has challenged this cost 

allocation process before the NCUC and the North Carolina courts and was unsuccessful in both 

forums. A rejection of the JDA by this Commission will not alter these decisions or the 

NCUC's use of this cost allocation methodology. Tr. p. 35. 
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III. FINDINGS OF FACT AND CONCLUSIONS OF LAW 

After thorough consideration of the entire record, including the testirnony and all 

exhibits, and the applicable law, the Commission makes the following findings of fact and 

conclusions of law: 

1. DEC is an electrical utility as defined by S.C. Code Ann. § 58-27-10(7) 

authorized to generate, transmit and distribute electric power in its service territory in South 

Carolina. 

2. PEC is an electrical utility as defined by S.C. Code Ann. § 58-27-10(7) 

authorized to generate, transtnit and distribute electric power in its service territory in South 

Carolina. 

3. Pursuant to S.C. Code Ann. § 58-27-140 (Supp. 2011), the Commission is vested 

with general powers to supervise and regulate the service of electrical utilities and pursuant to 

S.C. Codc A 	§ 58-27-1300, the Commission mus.t approve the transfer of any utility 

property, including the transfer of operational control of PEC's generating assets as 

contemplated by the JDA. 

4. We find that the JDA is an interchange or interconnection agreement as 

contemplated by S.C. Code Ann. § 58-27-865(E) and is not intended to act as a system 

integration agreement and that DEC and PEC will retain their obligations to serve their own 

native load customers, to fulfill their own contractual obligations, and to operate their own 

transmission systems and balancing authority areas. Further, all rates and services of PEC and 

DEC' continue to be subject to the same oversight of this Commission as was the case before the 

mergerpf Duke and Progress. 
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5. We find that the joint dispatch process will allow PEC and DEC to serve their 

retail and wholesale native load customers more efficiently and economically than they can on a 

stand-alone basis. 

6. We conclude that the savings to be realized by PEC and DEC from the JDA are 

real and substantial. No party to this proceeding presented any evidence that the JDA will not 

produce substantial savings for PEC's and DEC's South Carolina customers. The Commission 

finds that the revisions required by FERC do not diminish the benefits of the JDA to DECs and 

PEC's South Carolina retail customers. 

7. This Commission is mindful of the evolving nature of DEC's and PEC's 

planning for use of existing and future generation resources. Until the two companies are able 

to construct 1RPs that benefit from full knowledge of the other company's needs and resources, 

it is uncertain how their combined future decision-making will impact their ratepayers. In 

addition, because of the sheer size of their operations, it is also uncertain how ripple effects 

might impact other utilities, other South Carolina ratepayers, and our state's economy. 

8. To address any issues or risks associated with the IDA and the evolving nature of 

the Applicants planning, we find that the JDA should be approved on a one (1) year trial basis 

effective with the closing of the Merger. The one (1) year trial basis has been recommended by 

ORS, supported by the Electric Cooperatives and Nucor. and agreed to by the Applicants. 

9. We find that the Cornmission docs have jurisdiction to approve the JDA pursuant 

to S.C. Code Ann. § 58-27-1300 (Supp. 2011). 

10. During the hearing the Applicants committed to a "most favored nations" 

treatment for South Carolina. This commitment ensures that PEC's and DEC's South Carolina 
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customers receive die same benefits, on a pro rata basis, as those provided to PEC's and DEC's 

North Carolina retail customers as a result of the NCUC's Order ruling upon Duke's and 

Progress Merger Application, including the adoption of the revised Regulatory Conditions and 

Code of Conduct to the extent allowable by South Carolina law. 

11. DEC and PEC have guaranteed that DEC's and PEC's South Carolina retail 

customers will receive their allocable share of $650 million of total systern fuel and fuel-related 

cost savings over five years upon close of the Merger. DEC and PEC shall have 18 additional 

months to achieve the S650 million in system fuel and fuel-related cost savings if, at the end of 

the five-year period, (1) DEC and PEC have not achieved all of the $650 million in guaranteed 

savings in spite of their best efforts; and (2) the decline in natural gas prices ha's resulted in 

fewer tons of coal having been delivered to the three DEC generating plants designated for coal 

blending in Exhibit 5. At the end of that period, if-  the savings passed through to retail 

customers in DEC's and PEC's South Carolina fuel cases do not total each company's allocable 

portion of South Carolina's pro rata share of the $650 million in guaranteed savings, then in 

DECs and PEC's subsequent fuel cases each will flow through their respective fuel riders their 

allocable share of the remaining obligation. In the event the actual savings exceed the 

guarantee, those additional savings will also be flowed through to DEC's and PEC's customers. 

12. DEC and PEC have also made the following commitments to the ORS as a 

condition of approval of the ADA: DEC and PEC shall make annual community support and 

charitable contributions in South Carolina for four years following the close of the Merger. The 

annual contributions will be based oil the DEC's and PEC's average contributions over the time 

period 2006-2010. The annual amount for DEC is S1,866,862, and for PEC the annual amount 
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is $788,000 for an annual total of $2,654,862. DEC and PEC shall make a contribution in the 

amount of $3.75 million in the first year following the close of the Merger to support workforce 

development and low income energy assistance in DEC's and PEC's South Carolina service 

territories. The contribution will be allocated in proportion to the number of South Carolina 

customers served by each utility. DEC and PEC shall not seek recovery of the employee 

severance costs they will incur in reducing their workforces to achieve merger savings. These 

costs are forecasted to be $226,000,000 on a system basis and $44,000,000 on a South Carolina 

retail basis. 

IT IS THEREFOR.E ORDERED THAT: 

1. The Joint Dispatch Agreement, as approved by FERC, is approved by this 

Comrnission on a one year trial basis effective with the closing of the Merger, and all 

commitments made by the Applicants as referenced herein are accepted as a condition of such 

approval; 

2. As a condition of this Commission's approval of the Joint Dispatch Agreernent, 

PEC and DEC guarantee this Commission and PECs and DEC's retail customers pro rata 

benefits equivalent to those approved by the NCUC in its Order ruling upon Duke Energy 

Corporation's and Progress Energy, Inc.'s Merger Application, including, but not limited to the 

protections of the revised Regulatory Conditions and Code of Conduct, to the extent allowable 

by South Carolina law; 

3. As a condition of this Commission's approval of the Joint Dispatch Agreement, 

PEC and DEC guarantee this Commission and their retail and wholesale customers that 

custorners will receive their allocable share of $650 million in total system fuel and fuel-related 
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cost savings over the first five years after close of the Merger. DEC and PEC, however, shall 

have 18 additional months to achieve and pass thrdugh South Carolina customers allocable 

share of the $650 million in system fuel and fuel-related cost savings if, at the end of the five-

year period, (1) DEC and PEC have not ichieved all of the $650,million in guaranteed savings 

in spite of their best efforts; and (2) the deOline in natural gas prices has resulted in fewer tons 

of coal having been delivered to the three DEC generating plants designated for coal blending in 

Exhibit S. At the end of that period, if the savings passed through to retail customers in DEC's 

and PEC's Sottth Carolina fuel cases do not total each company's allocable portion of South 

Carolina's pro rata share of the $650 million in guaranteed savings, then in DEC's and PEC's 

subsequent fuel cases each will flow through their respective fuel riders their allocated share of 

the remaining obligation. In the event the actual savings exceed the guarantee, those additional 

savings will also be flowed through to DEC's and PEC's customers. 

4. 	As a condition of our approval of the joint Dispatch Agreement DEC and PEC 

shall: aj_make annual eommunity support and charitable contributions in South Carolina for 

four years following the close of the Merger. The annual contributions will be based on the 

. DEC's and PEC's average contributions over the time period 2006-2010. The annual amount 

for DEC is $1,866,862, and for PEC the annual amount is $788,000 for an annual total of 

$2,654,862; b) make a contribution in the amount of $3.75 million in the first year following the 

close of the Merger to support workforce development and low income energy assistance in 

DEC's and PEC's South Carolina service territories. The contribution will be allocated in 

proportion to the number of South Carolina customers served by,each utility; and c) DEC and 

PEC shall not seek recovery of the employee severance costs they will incur in reducing their 
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workforces to achieve merger savings. These costs are forecasted to be $226.000,000 on a 

system basis and $44,000,000 on a South Carolina retail basis. 

5. DEC and PEC shall file electronically with the Commission decrement riders to 

their South Carolina retail rates within 30 days of thc close of the Merger to pass through to 

their respective custorners: a) their allocable shares of the $650 million in system fuel and fuel-

related cost savings; and b) the capacity cost allocated to the interim wholesale sales consistent 

with Appendices A and B to this Order. 

6. In addition to the reports currently received by this Commission, DEC and PEC 

shall file with this Commission all rcports required by the NCUC's Order on the Merger issued 

on June 29, 2012 (or which may be required by the NCUC in the future) as are relevant and 

appropriate under South Carolina law, e.g., the reports listed in Appendix C to this Order. 

Further, copies of such reports should be provided to the ORS, as well as any other reports 

which may be requested by the ORS. This Commission retains jurisdiction to determine the 

appropriateness of the list of reports to be submitted to the Commission. 

7. DEC and PEC shall provide within 30 days of receipt of this Order the final 

versions of the Revised Code of Conduct, Regulatory Conditions, and the final version of the 

Joint Dispatch Agreement and final version of the Mitigation Plan filed with FERC. 

S. 	The Settlernent Agreernent between DEC and PEC and the Environmental 

Intervenors is approved. 

9. 	By May 2, 2013, interested Parties in the present docket shall submit proposed 

procedures, including due dates for filings, for the one year review of the JDA, to be opened 
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under a new docket. Those Parties shall include procedures for reporting on the promised fuel 

and fuel-related cost savings. 

10. 13y July 2, 2013, DEC and PEC shall certify compliance with the commitments 

regarding workforce developrnent, low income energy assistance, annual community support 

and charitable contributions. 

11. This Order shall remain in full force and effect until further Order of the 

Commission. 

BY ORDER OF THE COMMISSION: 

ATTEST: 

David A. Wright, Vice Chai an 
(SEAL) 
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December 13, 2011 

The Honorable Jocelyn G. Boyd 
Chief Clerk / Administrator 
Public Service Commission of South Carolina 
101 Executive Center Drive 
Columbia, SC 29210 

RE: 	SCPSC Docket No 2011-158-E 

Dear Mrs. Boyd: 

The purpose of this letter is to memorialize the stipulation and commitment made by 
Progress Energy Carolinas, Inc. ("PEC') and Duke Energy Carolinas, LLC (DEC') during the 
hearing in this docket held December 12, 2011. 

As a condition for Commission approval of the proposed Joint Dispatch Agreement 
(JDA") between PEC and DEC, PEC and DEC will provide the Commission a "most favored 
nations" commitment and will also agree to the ORS proposal for approval of the Joint Dispatch 
Agreement on a one year trial basis. The "rnost favored natione corrunitment guarantees this 
Commission and PECs and DEC's retail customers pro rata benefits equivalent to those 
approved by the North Carolina Utilities Commission in its order ruling upon Duke Energy 
Corporation's and Progress Energy Carolinas, lnc.'s rnerger application. 

Very truly yours, 

292 

0000256 

Len S. Anthony 
General Counsel 
Progress Energy Carolinas, lnc. 

LSA:mhm 
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May 16, 2012 

VIA ELECTRQNIC FILING 

Jocelyn G. Boyd, Esquire 
Chief Clerk & Administrator 
Public Service Commission of South Carolina 
101 Executive Center Drive, Suite 100 
Columbia, South Carolina 29210 

RE: 	Application Regarding the Acquisition of Progress EnergY Incorporated by Duke Energy 
Corporation and Merger of Progress Energy Carolinas, Incorporated and Duke Energy 
Carolinas, LLC - Docket No. 2011-ISS-E (See also Docket No. 2011-68-E) 

Dear Mrs. Boyd: 

The purpose of this letter is to advise the Public Service Commission of South Carolina 
(the "Commission") .of certain commitments Duke Energy Carormas, LLC CDEC") and 
Progress Energy Carolinas, Inc. ("PEC"), (collectively referred to in this letter as "the Utilities, 
have made to the South Carolina Office of Regulatory Staff ("ORS") with regard to the Revised 
Market Power Mitigation Proposal ("Revised Mitigation Proposer) filed with the Federal 
Energy Regulatory Commission (FERC") by Progress Energy, Inc. ("Progress") and Duke 
Energy Corporation (Duke") on March 26, 2012, The Revised Market Power Mitigation 
Proposal was filed by Duke and Progress pursuant to an order issued by the FERC on December 
14, 2011, which rejected a previous mitigation proposal flied by Duke and Pmrpess. 

The Revised Mitigation Proposal has two elements: 1) an interim naitigation mechanism 
that involves the sale of capacity ("Mitigation Capacity") and energy to new third-party 
wholesale market participants (laterim Mitigation Sales"); and 2) a permanent mitigation 
proposal that involves the construction of new transmission facilities and a commitment to run 
certain generating units in a specified manner ("Permanent Transmission Mitigation"), As 
proposed, the interim Mitigation Sales will terminate once all of the new proposed transmission 
facilities have been constructed and placed into service. These two (2) market power mitigation 
mechanisms create state retail cost recovery issues. To address these issues the Utilities have 
made the following comrnitments to the ORS to hoki their South Carolina retail ratepayers 
harmless: 

Previa berg Sa rvics Cutout LW 
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A. 	Interim Mitigation Sales 

1. The costs of the Mitigation Capacity will be allocated to the Utilities 
wholesale jurisdiction. These costs shall be calculated based upon the revenue 
requirement associated with a utility-specific proxy for the capacity costs of 
the generating facilities expected to be on the margin during the months and 
hours the Interim Mitigation Sales will be made. which are assumed to be 
between.; uly I, 2012 through May 31, 2015. 

2. DEC and PEC will each develop a decrement rider to their respective South 
Carolina retail rates that reflects the Mitigation Capacity costs described in 
subsection (I) above, calculated as follows: 

a) The Mitigation Capacity MWs under contract for each period shall be 
increased to reflect reserve margins contained in the Utilities 2011 filed 
Integrated Resource Plans. 

b) The Mitigation Capacity MWs, including the associated reserve margins, 
shall be multiplied by the number of hours that the capacity is contracted 
for and the hourly capacity cost per MW based upon the agreed upon 
utility-specific proxy. 

c) Thes.e capacity costs shall include a rate of return on production plant, 
step-up transformer facilities, general plant, and associated rate base items. 
Additional costs to be included are fixed O&M (which include an 
appropriate allocation of Administrative and General ("A&G”) costs, 
depreciation expense, and general taxes. The total system costs of 
Mitigation Capacity to be allocated away from retail £17C S43,458,315 for 
DEC and S21,194,759I  for PEC. 

d) Such capacity costs shall be allocated between and among jurisdictions 
using the production plant allocation methodoloa approved in DEC's and 
PEC's most recent general rate cases. For DEC and PEC, the current 
Commission-approved methodology is Summer CP. Use of these 
particular allocation methodologies shall not be considered as precedent in 
any future cases, including general rate cases. 

e) The decrement shall be determined by dividing each utility's Mitigation 
Capacity total projected South Carolina retail capacity costs for July 1, 
2012, through May 31, 2015, by each utility's projected South Carolina 
retail kilowan-hour sales for the same period in accordance with Appendix 
A. 

Tbe DEC end P EC South Carolina retail allocable portion would be 510,316,657 for DEC and 52,283,121 for PEC. 
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3. The Utilities shall file such decrement riders for approval with the 
Conunission and proVide a copy to ORS within 30 days after the Merger 
closes. Upon approval by the Commission, the decrement riders shall be fixed 
and remain in effect and without any future true-ups until the date the Interim 
Mitigation Sales are terminated plus the nurnber of days between when such 
sales began and the time the decrement riders became effective. Provided, 
however, that if a portion of the interim sales terminate, the riders shall be 
reduced in proportion to the terminated sales. Appropriate decrement riders 
will continue in effect until such time as the Utilities are relieved of their 
respective obligations to make the Interim Mitigation Sales. 

4. Interim Mitigation Sales shall be treated as a separate category of New Non-
Native Load Sales and shell be deemed to have been satisfied by the highest 
energy costs assigned to New Non-Native Load Sales. 

5. The Utilities shall not seek to recover from their South Carolina retail 
customers any of the non-fuel variable operating and maintenance costs 
associated with the Interim Mitigation Sales. 

6. The Utilities shall not seek to recover from their South Carolina retail 
customers any revenue shortfalls resulting from, or any costs associated with. 
the Interim Mitigation Sales, including but not limited to any negative 
capacity payments, any revenue deficiency resulting from energy revenues 
being IC33 than thc associated costs and any payment of liquidated damages. 

B. 	Permanent Transmission Mitiaation 

DEC and PEC will not assign costs associated with Permanent Transmis;ion 
Mitigation projects into their wholesale transmission rates until the later of the 
expiration of the five-year FERC hold harmless period or such time as the 
Utilities have received regulatory approval to assign those costs to their retail 
native loads, effective on the date they are first permitted to begin recovering 
those costs. 

I. The Utilities shall not seek recovery in their respective South Carolina retail 
rates of any of the costs associated with the Permanent Transmission 
Mitigation projects except as follows: 

a) The Utilities may request recovery of costs associated with a Permanent 
Transmission Mitigation project in their respective South Carolina retail 
rates upon the expiration of five (5) years following the close of the 
merger, and any such request shall include a showing that the requesting 
utility also intends to pursue recovery from its wholesale customers 
effective on the date it is permitted to begin recovery of such costs in its 
South Carolina retail rates. 

Appendix B 
Docket No. 2011-158-E 
Order No. 2012-517 
July 11, 2012 
Page 3 of 7 

205 

0000259 



SOAH Dkt. No. 473-17-1172 
PUC Docket No. 46238 

Staff RF1 2-17 (NEE) 
Page 206 of 228 

Jocelyn G. Boyd, Esquire 
	

4 	 MayI6,2012 

b) Any request by DEC or PEC to recover the costs associated with a 
Permanent Transmission Mitigation project in its South Carolina retail 
rates must be supported by evidence sufficient to show that, absent the 
merger and the resulting mitigation requirement, (i) the project is needed 
to provide adequate and reliable retail service, and (ii) at the time the 
request is made, the construction of the project and the incurrence of the 
associated costs would have been reasonable and prudent. 

c) lf the requisite showing has been made pursuant to (a) and (b) above, the 
Utilities may seek inclusion of only the net depreciated cost of the 
Permanent Transmission Mitigation projects at the time of the request, and 
shall not request any deferral of any costs associated with the projects for 
ratetnaking purposes. 

d) If subsequent to the inclusion of the costs associated with a Permanent 
Transmission Mitigation project in South Carolina retail rates, DEC or 
PEC is not sucsful in incorporating the correct jurisdictional share of 
those costs into the cost-based formula rate prescribed by its FERC 
approved Open Access Transmission Tariffs and, therefore, does not 
recover all of such costs from its wholesale or firm transmission-only 
customers, then the corresponding proportionate shart of such costs that 
have been approved for inclusion in retail rates shall be removed and 
refunds made accordingly (e.g., if 20% of the costs allocated to wholesale 
are not recovered, then 20% of the portion allocated to retail shall be 
excluded and refunded). 

2. Paragraph 13.1 above does not apply to the Greenville-Kinston-DuPont 
transmission line project. PEC may seek to include the costs associated with 
this line in its South Carolina retail rates any time after the line is placed in 
service, in accordance with normal ratemaking practice requirements. 

3. The Utilities shall not recover from their South Carolina retail ratepayers any 
costs associated with rtmning their generating systems on a non-econornic 
basis as a result of the FERC Permanent Transtnission Mitigation commitment 
to run the Roxboro and Mayo units at full output when necessary to push back 
against AEP/PIM power flows into PEC in order to achieve improvement in 
firm import capability from PIM into PEC-East. PEC, through special 
operating procedures2  maintained at its Energy Control Center (ECC"), shall 
(a) document each instance in which any of the Roxboro and Mayo units 
operate out of merit dispatch order and (b) specify each instance during which 
the approved procedure for implementing the Permanent Transmission 

2  The ECC will monitor the AEP Danville/East Danville transmission line that interconnects with PEC's system 
north of OW Roxboro and Mayo plants, and, if line-overloading isstia associated with power flows frnm 
into PEC are found at a time that the Roxboro and Mayo units are not operating at full power output, the ECC 
will direct both the Roxboro and Mayo plants to increase their output to full power. per the special operating 
procedures for this type of situation. 
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Mitigation commitment i.vas tOed. For each use of the procedure, the 
following infotmation shall be included by PEC in its monthly fuel report: 

• the date, exact times, and duration; 

• a detailed description of the order of dispatch under the joint dispatch 
agreement that would have occurred if the procedure had not been used; 

• the incremental difference in fuel, fitel-related, and variable O&M costs, 
on a joint dispatch basis; and 

• the effect on joint dispatch savings to be split between DEC and PEC. 

C. DEC and PEC re-affirm their commitment and guarantee contained in ihe 
Utilitiee December 13, 2011 letter filed with the Commission in this same docket 
to provide their retail South Carolina customers pro rata benefits equivalent to 
those approved by the Nonh Carolina Utilities Commission in its order ruling 
upon Dukes and Progress merger application. 

D. The commitments described in this letter are contingent upon the FERC 
approving the Revised Mitigation Proposal in Docket No. ECII-60-004; the Joint 
Dispatch Agreement between DEC and PEC, re-filed with the FERC on March 
26, 2012, in Docket Nos. ER12-1338-000, ER12-1347-000, and ER11-3306-000; 
and the Joint Open Access Transmission Tariff, as re-filed in Docket Nos. ERI 2-
1343-000, ER12-1345-000, ERI2-1346-000, and ER 11-3307-000, all without 
material condition or change. 

By copy of this letter we are serving the same on all parties of record. Should you have 
any questions, please do not hesitate to contact me. 

Respectfully yours, 

0000261 

Len S. Anthony 
General Counsel 
Progress Energy Carolinas, inc. 

LSA:mhm 
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Revenue Requirement of FERC Mitigation Capacity 

Summary of 35-Month SC Retail Decrement Rider 

Effective for Servke Rendered July 1, 2012 through May 31, 2015 

Oulce Energy 
Carolinas 

Proves* Energy 
Carolinas 

SC Retail Mitigation Capacity Allocation 1/ ($10,316,656) ($2,283,121) 

Forecast SC Retail kWh Sales 2/ 63,634,708,399 19,100,771,698 

Decrement S/k1A/h Sales ($0.000162) (50.000120) 

Billing Adj. - SC GRT and 5CRSC Utility Assessment Fee 1.004536 1.003010 

Proposed SC Retail Rider StkVilh (S0.000163) 1$0.000121 

Footnotes: 
1/ Based on Stipulated Methodologrand 2010 Cost of Service Study for DEC, 2011. Cost of Servke Study for PEC 

2/ Based on September 2011IRP Filing 	• 	 • 
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May 21, 2012 

Mrs. Jocelyn G. 13oyd 
Chief Clerk / Administrator 
Public Service Cornmisaion of South Carolina 
101 Executive Center Drive 
Columbia, SC 29210 

Dear Mrs. Boyd: 

The purpose of this letter is twofold. First, Progress Energy Carolinas, Inc. ("PEC") and 
Duke Energy Carolinas, LLC (DEC") wish to affirm to the Commission that neither the 
Supplemental Agreement and Stipulation of Settlement entered into by Progress Energy, Inc., 
Duke Energy Corporation and the North Carolina Public Staff, filed with the North Carolina 
Utilities Commission on May 8, 2012, nor the commitments made by DEC and PEC to the 
Office of Regulatory Staff described in my letter of May 16, 2012, alter or affect the Joint 

, Dispatch Agreement (JDA"). The forecasted savings to be produced by joint dispatch have not 
decreased and the terms and conditions have not changed. The only relationship between the 
JDA and the Supplemental Agreement is the forecasted savings from joint dispatch are included 
in the projected $650 million of total system savings. The provision of the Supplemental 
Agreement that allows DEC and PEC art additional 18 'months to achieve the $650 million in fire1 
savings is associated with the possibility that the utilities will not burn as much coal as was 
assumed in estimating the coal blending savings, not joint dispatch. 

Secondly, PEC and DEC wish to clarify a statement contained in the commitment letter 
filed with the Public Service Commission on May 16, 2012 in Docket No. 2011-158-E, In 
Section A.1 of the letter, under die heading Interim Mitigation Sales, it states that "The costs of 
the Mitigation Capacity will be allocated to the Utilities wholesale jurisdiction." This statement 
was deficient, standing alone, to accurately describe the wholesale allocation. The capacity costs 
in question will be allocated to the actual mitigation wholesale sales, not PEC's and DEC's 
wholesale jurisdiction in the aggregate. To the extent the revenues received by PEC and DEC 
from these sales are less than the allocated costs, PEC's and DEC's shareholders will absorb that 
loss. 

Yours veritruly, 

0000263 

Len S. Anthony 
General Counsel 
Progress Energy Carolinas, Inc. 

LSA:mhni 
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Selected Reports Required by the North Carolina Utilities 
Commission's Order Issued on June 29, 2012 on the Merger 

of Duke Energy Corporation and Progress Energy, Inc. 

1. Monthly reports of tracked fuel savings with Monthly fuel reports. 

2. FERC Form 1. 

3. Integrated Resource Plans. 

4. Notice of Filing or Contract for RTO Membership or Withdrawal. 

5. Cost Allocation Manuals with respect to goods or services provided by DEC or 
PEC, etc. 

6. Report of any business combination transaction savings. 

7. Changes to Electric Cost of Service Manuals. 

8. Reports of Duke Energy capital contributions to DEC and PEC. 

9. Notice of affiliate bankruptcy. 

10. Notice of merger, acquisition or other business combination of DEC or PEC 
irnpacting rates or services or those that are not expected to impact rates or 
services but are > $1.5 billion. 

11. Report of violations of Regulatory Conditions and Code of Conduct or Code of 
Conduct. 

12. Request for waiver of aspects of Code of Conduct. 

1 
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Fitch Affirms Progrss Energy's Ratings on Duke. Merger 
Announcement; Outlook Stable 

January 10 2011 11:43 AM Eastern Sistiltril Time 
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sotec.ment Slat St. etes be so rats, through Mr:, teocanre clause recovery 'or env rcnme Mal and ouctear Capital 
7oencting, strong instr(ðny nod manageable nun tan dubr ma'am:tea Favorably. lhe Flc:rida PIC hes pernin•dPFF 
rewvar reptarnmert power mat* related 'd 2.0 axle:rase( ft:idea:outer at Crystal lie" (rAkject to .stkind far 
orudenco), and trith IC pogo nearly cnrnp:.,n, the one ls tanternly award to tO•tolkif 	IS 010 first etorter of 201t 

halne offtrn Mettle, sull,c1to rorini rnetingencios including rtgulatory aperovats torn etve t11.1ky ittsrmi•AtIons 
thsy. Carolina and 1:oultt anal.rw. art.l noprowds from the Ftd*ral EnPrgy RPentlateryComn-0.1:on, U S. Cleoartnr,n1o1 
Jus'a.e, Nuclear neguletay CronmIss on toad shorersclaera. Tho nit roar approval :landard k:ttne South Carolina Putflc 
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Service Commission is a 'net bereft for r.ustomers, which is a higher standard than 'no harm'. The dose of the merger is 
targeted ,:)r the fourth (mailer of 2011 

ikon has affirmed the following ratings with a Stable Outlook: 

Progress Energy, Inc. 

—Long-term 1DR at VW; 

—Senior unsecured debt at '3E11:1'; 

—Short-temi IOR at 'F2'. 

Flurida Power Coin. 

—Long-term IDR at 13613+% 

—First mortgage bonds MA`, 

—Senior unsecured doLt ot'A-'; 

--Preferred securities at 'SW 

--Short-tarm 1DR/commercial Paper (CP) at 'F2'. 

FPC Capltid One 

—Preferred securities et1313W. 

Carolina Power 8, Light Co. 

—Leng-term 1DR at 'A-'; 

—Fii it mortgage bonds at'A-P'; 

—Senior unrecuend 41ebt at 

—Preferred ..;acuritlea at'FIBB+l, 

--Short-term 1DR/CP 

Additional information is available at 'www.l'chmtigos,Corn% 

Applicable :itoria and Rotated Resaarcn• 

--toipoia(o Ratog Methodology', Aug, 16, 2010 

Rating Guhieli.os kir Regulated UtbityCernpanios'hiy 31, 2007 

—.U.S. Power and Gas Cemparative Ooerafing Nisi( (COR) Ewiluallon and Ftntncial Guidelines' Aug. 22, 2007 

—1.111itles Sector Notching .indl-tecoverv R-dinge, March 18, 2010. 

Applicable Cutena and tiel4oad Resear.:h. 

Corporate Rating Methodology 
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httollwww.fgchralines.comicreditdeskireoorts/reoort fratne.c6n?rot Id=548644 

Credit Rating Guidellnes for Regulated Utility Companies 

httoJAvww.fitchratines,com/creditdeskireoorts/reoort frame.cfm?Icit id=334852, 

U S. Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidolines 

httptifwww.fitottratinas comtcreditdeskfreoortstreoort freme.cfm?rot id=338030 

Utilities Sector Notching and Recovery Ralings 

httoINAvwfitchrellngs com/creditclesk/rnnonalrnoort frame cfm?rot Id=50454Q 

ALL FITCH CREDIT RAfINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE 
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: 
HT1P1fFITCHRATINGS.COMAJNDERSTANDINGCREDITRATING4. IN ADDITION, RATING DEFINITIOdS AND THE 
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEEISITE 
WASMFITCHRATINGS.00/4. PUBLISHED RATINGS, CRITERIA AND ME IHODOLOGIES ARE AVAILABLE FROM THIS 
SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT. CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFIUATE 
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEbURES ARE ALSO AVAILABLE FROM 
THE 'CODE OF CONDUCT SECTION OF THIS SITE. 

Contacts 
Fitch Ratings 
Primary Analyst 
Sharon Bonelli, +1-212-908-0581 
Managing Director 
Fitch, inc. 
One State Street Plaza, 
New York, NY .10004 
or 
Secondary Analyst 
Ellen Lapson, CFA, +1-212-908-0504 
Managing Director 
or 
Committee Chair 
Glen Grabelsky, +1-212-908-0577 
Managing Director 
or 
Media Relations: 
Cindy Stoller, +1-212-908-0526 
Email: gindy.stoller@fitchratings,com  

0000267 

213 



SOAH Dkt. No. 473-17-1172 
PUC Docket No. 46238 

Staff RF1 2-17 (NEE) 
Page 214 of 228 

MOODY'S 
INVESTORS SERVICE 

Rating Action: Moody's affirms Duke, Progress and subsidiary ratings following 
Atfooks stable 

G!obll Credit Research - 03 Jut 2012 

Approximately S33 bilHon of debt securities affected 

New York, „hely 03, 2012 elvtaody's Inveeiors Service affirmed the ralinge and stalde outloces of Duko Energy 
Corporation :Puke: baa2 sert;or unescured, Prinr-2 ehorelerm rating for commercial piper) and Its 
etibeldierios (listed below) as well as the ratings and stable outlooks of Progress Enemy Corporation 
(Progress: Baa2 senior unsecured, P.Itne-2 short-term ratlrg for commereial paper) arid its subsidiaries 
below) followIng the closing of tho merger between the twn comparaes. Duke la now !he parent holding 
eompany of Ma wmbined DukelPrureess erganizetion, although Prceress will continue to exist as an 
imerinedinte nolcring company for utility subsid:ories Regress Energy Carolinas and Pregrees Energy Fla itta. 

Moody's assinned a 13:02 senior unsecured rating to Duke Energy's uosecared bank revolving credit fucility, 
which is in darn rein has been increased to $6 tuition from $4 billien through a oreviousiy agreed upon 
arrangement with the banks to accommodate the merger with Progreso. 

Moodys affirmed We retIngs and stable outlooks of Duke's utility subsidierles, ineiecfine Duke Energy Caretnee 
(Duke Carclinas - A3 senior um ecured), Duke Energy Ohio (Duke Ohio - Bea I seninr unsecured), Duke 
Energy Indiana (Duke lediana - Baal serior unsecured), and Duko Energy Kentucky (Duke Kentucky - Baal 
senior unsecured). 

Meody's oleo affirmed the retings of Proeress Energy's utility subsidiaries including Progress Energy Carralnes, 
lee. (Progress Carolinas, A3 esnior unancurea, Prime-2 short term rating for commercial paper) end Progress 
Eisergy Floride, Inc. (Progress Floncia, Baa I seelor uncecured. Prime-2 shed term rating for coniniercial 
paper). Moody!: expects io wandraw the ?rime-2 aommercial paper rating.. of Progress, l'rogress Carolinas, 
and Progress Florida on or about Atigust 15, 2012 when all eommerrral peper outseinding at diese entities ties 
been redeemed. 

RATING FIATICNA LE 

"The Wing affirmations of Cuee and Progreco ref: sot !heir etrong and stable financial !amities, a higher 
proportion of regulated utility operettone n Duke's overall testiness fallowing the reeve-, and increased 
diverelty amoiej regulatory Terriedictiorie said kik:heel G. Haggerty, Senior Vice Poisident. 'Although Meody's 
views the memor between the two companies as broadly credit neuital, it does improve iho long-term stralsgic 
pcsition of the Duke erganization through the addition of a Florida servItes territory, generation dispatch 
elciencies in the Carolinas, arid the ability to spread fixed esseis over a !veer asset pietforne added 
t leggarty. The corebireelon increases the percentage af OL kee.: lower risk regulated bueineea activities lo 
roughly 55% of its totel business froin about 73% eefo. o the merger. 

In affirming the ratings and r.table euticoks, wo note the change in CEO Iola khat was annoitneart at inorg 
close and do not reept any materiel change in Me strategic direcricn or fineecial olicies 01 the company as a 
result of this development. The change does create some uncertainly neer tee longer-term leadership of the 
ce3mpany, as the current Duke CEO hoe indiaated a willingness to celingiiish this solo <liter rnony yoars to 
Ineilitato the merger witn Piagrúas. f he CEO rhange .7oule also lead to some adu.tional turnover in :he newly 
constPuted company's -.enicr management team, but we don't erpecr such det.elepineres by themselves to 
affect the cempanys ratings nr ,nting outlooks. 

We now view both Duke and Progress as ;nom ape ropriately reesilioned at the Ciaa2 rating level. WI ter eas 
Duke hcel been morn strongly posliemed riot to the mernnr, the &Milton of a mere h:ohlo !averaged P,egress 
noldeg cumeeny to len Mere organieat!on has slightty weakened its position wi:hte the Baa2 reCreg level. 
Oeuersete, Progress Enea zee, retteg ncs Inng been constrained by .54 billion of debt Pi ere hole:ng cnomany 
'evert. Th!I dole wciil net be ouaranteed by Duke and will continua o i,o suppoled end serviced tv upstroarnad 
0:v11r:rids frorn both Progrees Crirornas and Progress Elnrida, ne crunrred Duke and Progress holding 
cc nearly debt as e percentage of total company oebt 	i.ext in the reege of 25% end ceuld doe further if 
edialonal debt is icsued at the Duke parent cc:nearer. co from aszroximately 21:1% pro-nieraor. Parte/ as a 
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. 	. 
result of this additional leverage, we expect Dukes consolidated cash flow (eFO-pre WC) to debt metrics to fail 
to the mid to high teens range from above 20% historically, still adequate for a Bea2 rating but with less 
cushion. 

The merger wiï create the largest utility system in tho Carolinas, where the companies expect to generate $650 
rnillion of savings from fuel purchasing power and joint generation dispatch, although ties will occur over a 
longer time frame than originally anticipated. The ratlngs affirmations and mointenance of stable outlooks for 
Duke Carolinas (A3 serior unsecured) and Progress Energy Carolinas (A3 senior unsecured) reflect the above 
average regulatory environments in both North and South Carolina, credit supportive cost recovery provisions 
in place, strong cash Ilow coverage metrics, and service territories that should experience modest growth over 
the intermediate term. Although the merger is not expected to significantly alter the utilities respective capital 
expenditere programs or planned generation retirements, joint dispatch arrangements should benefit both 
utilities and could eventually slow the timing of some new generation. In addition, because of the relatively 
eady enactment of North Carolina's 2002 Clean Smokestacks Act, both Duke Carolinas end Progress Energy 
Carolinas are fairly well positioned to meet currently mandated environmental requirements. 

The rating affirmation and stable outlook of Duke Indiana (Baal senior unsecured) reflects strong arid stable 
financial metrics for its rating, good cost recovery mechanisms in place, and a regulatory framework that 
continues to be relatively supportive despite the substantial cost overruns and associated controversy 
surrounding the utility's Edwardsport IGCC Project. These credit strengths have largely offset the negative 
impact that the April 30 project cost recovery settlement agreement, if approved, will have on the utility. The 
settlement capped recovery of Edwardsport costs at $2.6 billion, well below the $3.3 billion of currently 
estimated coats, and not significantly above the $2.35 billion of cost recovery that had been previously 
approved by the lndlana Utility Regulatory Commission. The settlement also requires that the utility not 
increase base rates until April 2014, although financial metrics snould bo supported by riders and cost 
recovery provisions related to Edwardsport, which should become effective this year If the settlement Is 
approved. The settlement caused the company to recognize a pretax charge of $420 million in the first quarter 
of 2012, in addition to the $220 million charge previously taken in the third quarter of 2011. Although these 
charges are credit negative, the settlement does allow Duke Indiana to begin to move beyond the controversy 
associated with the construction of the plant while preserving a reasonably supportive regulatory framework in 
Indlana. 

The rating affirmation and stable rating outlook of Duke Ohio (Baal sonffir unsecured) considers financial 
metrics that are currently adequate for its Baal rating, although they could be pressured by provisions 
included in its current throe year Electric Security Plan (ESP) approved In November 2011. The ESP requires 
Duke Ohio's generation requirements to be procured through a competitive bid process and requires the utility 
to transfer its non-regulated generating assets to an affiliate or subsidiary by rhe end of 2014. While the ESP 
provkles for a $330 million non-bypassable electric service stability charge which will offset some of the 
negative pressure on financial metrics, we expect the ESP to result in lower revenues, earnings, and cash flow 
from the utility's coal feed generation assets. We will closely monitor the company's progress on transferring its 
non-regulated generation assets to an affiliate and ultimately eeparaling them from its transmission and 
detribution business, as well as its financial performance in an increasingly competffive Ohio generation . 
environment. We anticipate any restructuring of Ouke Ohio to conform with the provisions of the ESP will be 
done in a manner that is supportive of its current rating. 

The ratings affirmation and stable outlook of Duke Kentucky (Baal senior unsecured) reflects its comparatively 
low business risk profile and the credit supportive regulatory environment in Kentucky, despite a two year rate 
freeze currently in place. The conipany exhibits strong financial metrics which, although likely to decline 
somewhat hecause of the rate freeze and higher spending fer environmental compliance, should remain 
adequate for its current Baal rating. 

The ratings affirmatIon and stable outlook of Progress Energy Florida (Baal senior unsecured) Is prompted by 
its recently executed comprehensive Florida rate settlement that provides some regulatory clarity as the utility 
epproaches the end of its current rate agreement on December 31, 2012, as well as a stabilized political and 
regulatory environrnent for utilities in Florida. Positively, the settlement plovides for higher base rates, recovery 
on a deferred basis of its Levy new nuclear construction project costs, and an authorized return on equity of 
10.5%. However, it also requires the utility to refund of $288 million of replacement fuel and purchased power 
repair costs incurred from its lengthy Crystal River 3 nuclear plant outage. Crystal River 3 will also be rernoved 
from rate base until it resumes commercial operation. Among the key uncertainties the settlement dld not 
address are the cost and schedule to repair the plant and the ultimate amount of insurance proceeds the 
company will receive from the mutual nuclear insurer Nuctear Electric Insurence Limited (NEIL), which we 
should receive greater clarity on later this year. Although the merger will not result in any direct benefits to 
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Progress Florida similar to the expected kiait dispatch benefits in the Cerolinas, the Wilily will he Dart of a much 
larger and more diverse orgaNzation in the event it returns Crystal River to service or moves forward with 
currently postponed plans for rew nuclear generation in Flcrida. 

Ratings assigned Include: 

Duke Energy aeraor unsecured bank credit facility at Baa2. 

Ratings affirmed include: 

Duke Energys Bea2 senior unsecured arid Issuer Rating and Prime-2 short term rating for commercial paper; 

Mae Energy Carolinas Al senior secured, Aa sericr taisecured and issuer Rating; 

Duke Energy Indiana% A2 senior secured, Baal senior unsecured and Issuer Rating; 

Duke Energy Kentucky's Baal senior unsecured; 

Duke Enenjy Ohio's A2 senior secured and Baal senior unsacured and Issuer Rating; 

Progress Enerny'6llac2 senior unsecured arid Prime-2 shcrl-term rating ibr commercial paper, 

Carolina Fewer & Ught Company clatla Progross Energy Carollras Al senlor secured, A3 senior unsecured 
and Issuer Ratirig, Hasa preferred stock, and Prime-2 short-term rating for commercial paper, 

Panda Power Corporation cirbra Progress Erergy Flordas A2 senior secured, Baal senior unsecured and 
Isauer Rating; t3aa3 preferred aiock, and Prime-2 short-term ratMg fcr commercial paper 

Florida Prograss Furaane Corporation% Elaa2 jur.ior suboolnated debt; 

FPC Capital l's Bea2 preferred stoek. 

The prncipal tnethodclegy used in rating these issuers was the Regulated Electric and GA UtIrties rating 
methodology puhltshed In August 2009. Other methodologies and factors that may nave been censidered 
rating these issuers can be found on Moody's wobsee. 

Duke Energy Corporation is a holding company for regulated utilities Duke Energy Carolinas, Duke Energy 
Ohio, Duke F.nergy Indlene and Duke Energy Kentucky, as well as intemationcl business activities in Central 
and Serail Ameriee. Proaress Energy, Inc. % an intermediate holding company of Duke Energy and a holding 
company for Progrees Energy Carolinas, inc., and Florida Power Corporation cl/b/a Prngress Energy Florida, 
Inc Duke Energy Is headquartered in Charlotte, North Carolina. 

REGULATORY DISCLOSURES 

Tha Global Scale Credit Ratings on tnis press release that are issued hy one of Moody's affiliates ouLArle the 
EU are endorsed by Moody's Investors Service Ltd., One Canada Square, Canary Wharf, London E 14 5FA, 
UK, in accordance with All.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating Agencies. 
Further Information on the EL endorsement status and on the Meodys cake that has issued a particular Credit 
Rating Is available on www.moodys.com. 

Far ratings issued on a program, series or cafegerficlatts of debt, this einouncement provides relevant 
regulatory disclosures ia relation ta each eating of a subsequently I:wed bond or note of the same sones cr 
category/class of debt or put suarrt ta a program for which the attires are derived exclusively from existing 
ratings In sicuirdance wen kleadys rating practices. For ratings issued un a sapport provider, this 
announcement provides relevant regulatory disclosures in relation to the rating action on the ,,upport provider 
and in relallos to oach particular rating action for securities that aware their credit ratings from the support 
provider's credit rating. For provisional ratings. thie announcement proaides relevant regulatory Jiscioauras in 
ralatien tn the prmislonal rating assigned, and In relation to z definitive rating that rnay be assigned 
subsequent to the fine; issaanr.a of ;ao debt, in each case where the transaction structure and terms have not 
changed prior to the aesigranent of the definitive rating .n a manner that would have aff rcted the rating. For 
furthet information please see the ratings tab on the issuer/entity page for the respective issuer on 
mart rncodyacorn. 

Iiiformation sources uaaii to prepare the rating are !he following : parties ktvolved in the ratiega, parties not 
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Involved in the ratings, public information, ccnIldential and proprietary Moody's Inve:.tors Service infermatiOn. 
arid confidential and proprietary Moody's AnalytIcs information. 

Mnodys considets the (polity of information available on the rated entity, obligation or credit satisfactory for the 
purposes of Issuing a ratieg. 

Moodys cdopte all necessary treasures so that tho infrernation it uses rn assigning a rating is of sufficient 
quality and from sources Moody's considers to be reliable inriuding, when appropriate, Independent third-party 
sources. However, Moody's is not an auditor and cannot in every instance independently verify or validate 
information received in the rating process. 

Please see the ratings disclosure page on www.moodys.corn for general disreosure on potential (wants of 
interests. 

Please see the ratings disclosure pogo on www.mondys.corn for information on (A) MCO's rna)or sharehoklors 
(abode 5%) and for (8) further information regarding certain affiliations that may ilest between directors of 
MCO and rated entities as well as (C) the names of entities that hold ratings from MIS that have also publicly 
reported to Me SEC an ownership interest In MCO of inure than 5%. A member of the board of directors of this 
rated entity may also he a rnember of the board of directors of a shareholder of Moody's Corporation; 
however, Moody's has not independently verified this matter. 

Please see Moody's Rating Symbols and Definitions on the Rating Process page on www.moodys.com  for 
further information on the meaning of each rating category and the definition of default and recovery. 

°tease see ratings tab on the issuer/entity page on wwN.rnoodys.com  for the last rating Wien nrid the rating 
hlatory. 

The date on which some ratings were first released goes back to a time before Moody's ratings were fully 
digitized ana accurate (Litainay not be evailatalo. Consequer,tly, Moody's provides a date that it believes is the 
moat retiat.ge and accurate based cn the informattori that is available to It. Please see the ratings disclosure 
pagn on our website wommocdys.com  for further information. 

Please see vAvw.moodys.com  for any updates on changes to the lead rating analyst and to Me Moody's legal 
entity that has Issued dro rating. 

Michael G. Haggerty 
SeMor Vice President 
Infrastructure Finance Group' 
Mocaly's Investora Service, Inc. 
250 Greecwich Street 
New York, NY 10007 
U.S.A. 
JOURNALISTS. 212-553-0376 
SUBSCRIBERS: 212-553-1653 

A.J. Sabatollo 
Senior Vice President 
Corporate Finance Groi,p 
JOUPNALISTS: 212-553-0376 
SUBSCRIBERS; 212-553-1653 

Releasing Office: 
Moody's Investors Service, Inc. 
250 Greenwich Street 
Now York. NY 10007 
U.S A. 
JOURNALISTS: 212-553-0378 
SU3SCRIBERS: 212-553-1853 

MOODY'S 
:NVESTORS SERVICE 
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ID 2016 Moody's Corporation. Moody's Investois Service, Inc . Moody's Analytics, ln andlor ti,eir Itcensors and 
arfiliales (t-olloctivoty, "1,10C/DY'S). All rights reserved. 

CREDO' RATINGS ISSUED LIY MOODY'S 'NVESTORS SERVICE, !NC. AND ITS RATINGS AFFILIATES 
ii3”) ARE MOODY'S CtiRR'-'NT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTMES, 

CRFOIT COMM f MENTS, OR OEBT OR DEBT-LIKE SECURITIES. AND CREDIT PATINGS ANO 
RESEARCH PUBLICATIONS PUBLISHED We M.:Doors (WOODY'S PUDUCATIONS1 MAY INCLUCE 
MOODY'S CURREN T OPINIONS Of THE RELATI ,E FUTUPE CPELVT PISK OF ENTRIES, CREDIT 
COMMITMENTS, OR DEBT OR L.EBT-I.lr  SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK 
THAT AN CNTITY MAY NOT MEET ITS .:ONTRI1CTLI L, rINANCIAL OBLIGATIONS AS TI-IF.Y COME DUE 
Atm ANY ESTIMATED FINANCIAL LOSS IN TIE EVENT OF DEFAULT. CREDIT It/NM= 00 NOT 
ADDRESS À 1Y OTHER RISK, INCLUDING BUT NOT LIMITED TO: uounn ( RI51t, MARKET VALI IS 
RISK. OR PRICtE VOLATILITY. CREDIT RATINGS AND MOODY'S Oi iNIONS INCLUDED IN MOODY'S 
PUBLICATIONS ARf2: NOT STATF.MENTS OF r:,URRENT OR HISTORIOAL FACT moors 
PUBLICATIONS MAY ALSO :NCLUDF QUANTITATIVE MODEL-BASED ESTIMA (ES OF CREDX RISK AND 
RELATED OPINIONS OR COMMENT ARY PUBLISHED BY MOCIUY'S ANAL (TICS, INC, CREDIT RATINGS 
AND MOOM'S PUBLICATIONS DO NOT CONSTITUTE OR FROV:DE INVC3TMENT OR FINANCIAL 
ADVICE, AND CREDIT RAT INGS AND meoors PUBUCATIONS ARE TTOT AND DO NOT PROVIDE 
P.COMMENDATIONS 10 PURCHASE, SELL, OR liOt PAP.TICULAR SECUR: nEs. NEITHER CREDIT 
RATIZIGS NCR MOODY'S PUBLICATIONS COMMFNT CN THE SUITABILITY 07 AN :i IVESTIVSNT FOR 
ANY PARTiCULAR iNVESTOR, MOODYS ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S 
PUBLICATIONS Win.: THE EXPECTATION AND UNDERSTANDINO THAT EACH INVESTOR WILL, WITH 
DUE CARE, MAKE ITS OWN STUDY AND W/ALUATION OF EACH scuPri-sr THAT IS UNDER 
CONSIDERA TIOt I PSTR Pt:RCHASE, HaD'NG. rft cALE. MOODY'S CREDIT RATINGS AND MOODYS 
PUELICATIONS ARE NOT INTENDED FOR USE BY RETAII INVESTORS ANU IT WOULD BE RECKLESS 
AND INAPPROPRIATE FOR RETAIL INVES TORS TO USE ivIOGOY'S CREDIT RATINGS OR T.TOODY'S 
PUBLICA Š IONS WHEN MAKING AN WIVES miLNT DECISŠON. IF IN DOUBT YOU SHOULD CONTACT 
YOUR PiNANCIAL OR OTHER PROFESSIONAL ADViSER. 

L INFORMATION CONTAINED HEPEIN IS PROTECTED BY LAW, INCLUDINr3 BUT NOT LIMITED TO, 
r;OPYRIGH f LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTI IERWISE 
REPRODUCED, REP.CKAGED, FURTHER TRANSMITTED. TRANSFERRED, DISSEMINATED, 
REDISTRIBI:TER OR RESOLD, on sTonco FOR SUiiSEOUENT USE FOR ANY SUCH PURI-4.)SE, IN 
WHOLE OR IN PART, IN ANY FORM OR MANNER OR 3? ANY MEANS WHAT:500.ER, i3Y ANY :'ERSON 
'Mr: OUT MOODY'S PRIOR WRITTEN CONSENT. 

Al trformatmi conlanisd heroin is obtained MOODY'S frot. sot-rces elierrod by it to be Accurate and 
reliable. Jec....:..so of th,a poosibbiy et iiciman nr mottlianic,,I rarer as well os other factors, nowevei, all 
inforica•ton contained het6ri is pmvided "AS IS" wilhout ,,,arranly ot any kind. MOODY.) aeopts LtItnecessari 
rnzasures so that the infumatIsti it uses in assigning a rsellt rating is or sulkier': guol:Iy and from scorces 
N1CODY'S considers to be reliable inrAiding, wh.en appropriate, independent third- oarty sovrces. However, 
m000rs is not an auditor and cannot In ever/ insiance indcrmdontly ‘.orify or validate information received 
In tho rating procass or In preparing ',he Moody's PcOlications. 

To tl,. (Went rernOted by !ZW, MOODY'S and Its diroctors, ofhcers, employees, agcnts, ft*preaentolives, 
l:^ensr/s and si ippliers uticlairn liability to any person or ent,i/ for any indirna, soecial, cor.requential. or 
i.-cidental losses or darnoges whatsoever eiiAing from or in ,,..timi,r.tton %vitt) i.e nfonnation contained heroin or 
the use of or If:ability to use any such infooratioci, even if MOODY'S o^ ary its directors, officers, ompioyees, 
agenls, rep: ;:setitattves, licensors or supplier-, is r.6./Ised in citvance of the possibility of such loves or 
(laina,ps, tttclucitng l'ut not linAed lot (a) any loss of pro:!ent or prospeclive profitsc,i Or, any loss .sr du.nage 
c,ising whore the relevant financial Instrument Is not the subjeui of a paitkt:Jlor credit rating att-igned by 
MOODY'S. 

To tlio tAtent ,:crniiltod by low, N000rs and rz dir ;:;tois, i.ifficers, employees, ageirs, raiirosanto-Nos, 
licer.'.ors 	•-.4Viers chola:in 	ler any oirect er compensator/ 109Stts or dam,ges 	to sny 
ft.erson 	inciudLig bo not limited to by any riegligenr,•?. (but exLiudIng froi id, willful cf sconduct or any 
cmer type of liability that, for Iho avoidanco ot doubt, by law ..•innzt be evcitriad) on the part of, or any 
cmlingenoy within co beyond the control of, t..,000YS or any of dIroot,ws. officers, employees. :igoiss, 
representatives, .Iceraors or suppliers, a:ising fro171 or in 1..onnvtan with the ti,forii.xion r.onlinecl here., 	1;:e 
tl5.4 :if L.: .nai:iiily '0 Umi au / mkt informahun. 
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NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY. TIMELINESS, COMPLETENESS, 
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER 
OPINION OR INFORMATION IS GIVEN OR MADE BY mown IN ANY FORM OR MANNER 
WHATSOEVER. 

Moody's Investors Service, Inc., a wholly-owned credlt rating agency subsidlary of Moody's Corporation 
("MCO"), hereby discloses that most Issuers of debt securities (including corporate and municipal bonds, 
debentures, notes and commercial paper) and preferred stock rated by Moodys Investors Service, Inc. have, 
prior to assignment of any rating, agreed to pay to Moody's Investors Service, inc. for appraisal and rating 
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain 
policies and procedures to address the Independence of MIS's ratings and rating processes. Information 
regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities 
who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more 
than 5%, Is posted annually at www moodys.com  under the heading "Investor Relations — Corporate 
Governance — Director and Shareholder Affiliation Policy." 

Additional terms for Australia only: Any publication Into Australia of this document is pursuant to the Australian 
Financial Services License of MOODY'S affiliate, Moody's Investors Service Ply Limited ABN 61 003 399 
657AFSL 336969 and/or Moody's Analytics Australia Ply Ltd ABN 94 105 136 972 AFSL 383069 (as 
applicable). This document la 'Mended to be provided only to 'Wholesale clients" wthln the meaning of section 
761G of the Corporations Act 2001. By continuing to access this document (rom within Australia, you represent 
to MOODY'S that you are, or are accessing the document as a representative of, a 'Wholesale clienr and that 
neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to 
"retail dents" within the meaning of section 781G of the Corporations Act 2001. to:Doors credit iating Is an 
opinion as to the creditworthiness of a debt obligatIon Of the Issuer, not on the equity securities of the issuer or 
any form of security that Is available to retail investors. It would be reckless and Inappropriate for retail Investors 
to use MOODY'S credit ratings nr publications when making an Investment decision. If In doubt you should 
contact your financial or other professional adviser. 

Additional terms for Japan only: Moody's Japan K.K. CMJKI(') is a wholly-owned credit rating agency subsidiary 
of Moody's Group Japan G.K., which is wholly-owned by Moodys Overseas Holdings Inc., a wholly-owned 
subsidiary of MCO. Mobdy's SF Japan K.K. ("MSFX) is a wholly-owned credit rating agency subsidiary of 
MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization ("NRSRO"). Therefore, credit 
ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by en 
entity that Is not a NRSRO arid, consequently, the rated obligation will not qualify for osrtain types of treatment 
under U.S. laws. MJKK rind MSFJ are credit rating agencies iegistered with the Japwi Financial Services 
Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively. 

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securitles (Including corporate and 
municipal bonds, debentures. notes and commercial paper) and preferred stock rated by WM< or MSFJ (as 
applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for 
appraisal and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000. 
MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements. 
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Research Update: 

Duke Energy 'A- Rating Affirmed And Progress 
Eliergy IBI-V84-' Rating Placed On Watch Positive 
On Planned Merger 

Oversiclv 

• ntikc Energy Corp. nnd eyogrena Energy Inc. have agreed to merge through a 
ntock for-otoek trannaction and aanumption of existing debt. 
• We are pluclug the 	cerporate cre4it and lasue ratinge on Progress 

Rnergy Inc., Carolina Power & Laeht Co. (dba Progreao Energy Carnlina2 
ine.), nnd Florida Power Corp. ells% erogrean Energy Mori= inc.) on 
etedetWatch wite poaitiee ieplicationa to reflect the likely upgrade 
tollowing the comptelion of the trannaction. 

• We are eifieming lha 'A- ,  tatings on Dehe Eneegy Corp. and the ciutleok 
remaine etaole. Duke iu expected eaintain credit euality through the • 
maegne-npproval process aad ceuld elves financial ieprovement post merger 
&lnpsndit.g.on thn terms of the requlatocy approvals and Ole sue:eerie eet 
integration efforts. 

• The combened entity weuld have au excellent besienao risk profile, with a 
primacy tecus on cegulated electrit utility operationa, and a reignificent 
teaancial risk profile. 

Rating Action 

On Jan. LO, 	Seenderd & Peoria Ratings Seceices placRd its 'WOW 
coeporate credit ratinge on Progrens Energy and its subaidinrlea, rrogress 
Energy Carolinas aed Prograus Znergy Florida, on Crediteaich with posleive 
implteetions. tn additien, we affirmed ehc 'A-' corporate credit rating on 
Duke Energy and its subaidiarioa, Duke Energy Carolinas LLC, Duke Energy (Alio 
rm., Duke Energy Indiana Inc., and Deka lenerey Kentucky Inc. The ratingi 
actinns fnllow the annOuncement.that Pregresa Enetay has crier:red into An 
dereenent to merge with Duke Enelgy. Duke Energy will be the sutviving entity. 
CempleLion of the merger is possible by the end of 2013 fellowine epprovals 
tram -.he Federal EnergiRegelatory Commission, Lhe tleel:ar Regulatory 
Come/melon, the Departecnt of Jusllee, and North Cerolina and tieuth Ciro—Ina 
tegulateern.. 

T.14 poeicive CreditWatch Listing on Progress Energy and its sehaleearies 
refIneLo that the =teeny's eredit quality wit: benefit ercm therneeger with 
the higher.rated !Juke Energy. The retirees affirmnrion en cuke Eeerey retlecte 
oer expectetiln tieet the combined entity will have el 'A corporate credit 
rating, beecei on excellent hnaincea risk profile reed oigniticant finance:Al 
cluk proC:le. The premiam to be pAiet tn Progreas ehareholnere, which ee 
caleelare Lo bq about 13* Le hock value, hds 3 veareenible chnneo t. Ise 
receuped theeugh ehe retentaoa of merger uyeeigies. No aeditional debt is 
eencempluted au pert ot ehe treummetion, and lenulatury lpprova:e are expected 

)11iNVAP.Y W, 2.0:: 
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Rervareb (Iodate: Dolce Lnergy A ' Rating AI/atm:I Ald rmgress Energy '1313Bi Rating 	On Wan-I: Pnlinop 
Ilianned Merger 

to be timely and oredir-sapportIve given the itrir,te number or jor4 s.i'ctiona 
itrrolved and the merger exce(alas avatlarde to alu.w Lencfita to rereronyt'ra. 

3ath companies arn fact:cud an reyula-ed eloctrio utilk,:y operations, and 
we oxpoct tte consolidated htloisoaa rink ro remain cxcollem. The toinuttlt.lated 
busineau Ci64 prolile incarperatto the follovin fa-cova: 
• A very large customs- h.ce of more thaa 7 miillcn -unto:mars spread oror 
air ntsten, providing suverior cprairtr and cagulatary divoraity. 

• The aratcs In which too combined cnti:v will o&zrx-e are vicwed an heving 
regulatory environments in the "nore eredit ounidor0.vo' a: 'orodit 
nupnortiva" catogoril:3. 

• Nor,. lLan act ui tint 4otiAned co4pany't crtdit p-ofas .volld be 
rharacterlend as very .aw.risk, 	 re5;ata.:ftd 1-rt:ir utility 
oreritioca. rne halan:e ia derived f/om Duke ruelw'w tate 'national 
avertttonm in South itterlort and m Trhanr aotit.ti.e ti.. isclude 4 T.W.All 
gonalation fleet in Cie lidwest, abutl power iv,rm.meots, 	ieLett 
errrrgy mair.otlug. 

• Trrat Taie‘atian capacity wi.1.1 lect,ed 51,000 mtr.taw.a.tt  (KW), with about 
0'.0; of 4hat capacit/ being either ocrubbnd, new emIttL-.g, or having lower 
utrianlons. The remaindar wili p:osent tki comh;sed crt:ity u:th 
opportunities to retire oiler power plant"( and replace tnen wirk news: 
mniro, thczaby giowlog tato biaP. 

qtanLiard Poor's; envects thl rcmhined 	Ln btr.te 1 tinancinl risk 
profile that eLL ha la the aigaironnt rat"tioti, damonr.tcaring same wort%ne-1 
in the tir6t •raai atria: Lae merger, but lecounding in wnkoaqoenc. ynars ac a 
result of r•ralizing coir_ oavings and it..nlemeuttni trate ret*e ittrkeares co 
tenovery inveeteo copital. Ther6rozo, we would expect rkal, pemt. merger 
adjunrea ftndu from arare.ions ;FM to total ditt tO everagn ei;:out 
atiluated O tatereez coot-rage to ,vernge 3.75x, ard edjuoted d-bt Ievorage to 
be about 544. t:onsolidateo liquidity uhuuld also revain adegrats since both 
ermipanius vill preeone their extrtini revelvinl credit f:.eitities Uzac torat 
$5.1  billion. 

11..nimale 
lie rating; on Dike nv.,rgi rot-loot rke conaci_idated credit profilas of its 
opt-rating aubsidlarios, Duke LaeitAir '7arolinen, rhAe Energy !Mita, auku lzazz 
Intilana, Luke Prier% 	 tcw c.:ntritntioo *f the c-mpany'i Latin 
Amcricon operationa, :tad oxL.Aling 'tad clauned ierssuable g,nerertag 
Invoice:ems. Rarinqs also ratioct tha ptriacted nradit profite 	LoAcc Er.rg? 
lftor 3c Indigos with "Oro.iress :;tter5y, Tka r_tire:t en progremo El.nr7y rotl-or 
tho no+solidoted crtd, c y...rot.(len c ir• rhol(/ amte.41  subsidinri, ear,la-e 

Light Co. !-.Zbet Pitgrass Inorgy Clrolaras Ien, PcC) nod liortlo ro.,rtr 
Corp tato Prcgrens 4ine,gy rlorira, int nE7). ane tha proaner• dt. mrrglsg 
wirb 	hIgher-ratrA Joke. P•tog-n5. Mlorgy hoc on eroellent 	ri-k 
tar.tile tleat rl.ct, st able regn%dod -lectri-  utility ovotati.csa (n oo:th 
,n0 leutn Oarulina 411'1 rtJci..1a. b(6e ,qiergy's orcellent btsines. yin% rro"ili• 
i. ( , areci.mc..:eti by g.thla rentul,cel urlItty tnerttions in tne tWolvlao. 
c'ir. %entuckv, and 7,,LjAna. t7he tr.o-prinv's ope-rattonn Iv Lark+ a%.,tica zl 

o: 1: olt 4,nen MW or geaelatian 	 aukc is p:.anning to :p.%tni (Lc 
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Research Update: Onlre Energy 'A- Rating Affirmed And Progress Enemy 111111a.‘ Rating Placed On Wan b*Ptunsue 
On Planned Merger 

portfolio est wind and eolar generation Invealments, currently a'. about 730 mo, 
whieh ere viewed au having higher bueiness tiuk comdared wich the rftqulated 
utility operations. 

Duke' Energy's large end diverse U.S. regulated rtillry operationn serve 
custemers in the Carelinas and the Midwest. The utilirien operate under 
genetailv credit-aupportive reguJatory environmenees that previde for alighlly 
below-averaje returns and timely rnrovery of fuel And other eareable contd. 
Th. ctiiity operations benetil trom operating diversity Ln Livo differenc 
utates, and demographic and economic divereity in aervice territoried that 
rdege from average to attractive. rho utilities havn atrong generation 
operations with h15h availability and capacity utilisation factors,. Rateia are 7  
dompetitivo for the regions of operntions and provide some cushion for future 
rare inereaaes and fuel cone recoveeies. Theue etrengths are oifnet by a 
eignificant capital vending program that will total up to $15 billion through 
Z012, with about 80$ of that targeted for regulated etilicy psojects. The 
capital :mending program is large, will neoeusitate additionel.debt issuance, 
and will require regular base race increaser/ to incorporate the new generatioe 
ansete into rate'base. Ar a resuite.  ongeing effective management oe regulatory 
tisk that preducea improviug reguldtery returns will be vary important to 
eupport credit qualiey. 

Duke erergy Ohlo'n electrie security plan (ESP) went ieto effect in 
January 2009 aryl succeeded the earlier ratn stabilization plan The ESP pl..ue, 
whieh expires at the and of 2011, providea for staegered base generation rate 
increaees or $36 million in 2009. e74 million in 2010, and !MI million 2e1.l to 
000penseee the company Or dedicating about 4,000 MW of generation assets to 
nerve netive load. lhe HOP plan also includes trackers ler fuel, pule:hosed , 
power and capecity. coatu, and environmenta./ expenditurea, avoiding the need 
for any deferrals, ao well as recovery of non:bypneaable ehargma related to 
new generation, if such projects are approved by the reguiaror. Since the PSP 
war; implemented, runtomer and wargin tosses due to ereater cempetiLive forma 
and low merket priceu for eeleeratien in Ohio have eroded Zinancial resultn and 
inlicnte that busineee rlek hds risen in the state. The company's ability to 
manacle the competitive environment for the next few yearn and Ire; atracegic 
decisions aurrmrding the terms cf the regulatory compact in ehio in atter 
U011 cowd affect credit vality ovet the long term. 

Cost increanes in Indiana related to the conetruction of the 630 Me 
Edwardaport coal plant ceuld also have credit quality implications, an Duke 
atteepts to buttresn its abiiity to eventeally.reflect the hii.ftier coots in 
Facet% thraueh theerequlatory procene. Tee integraten gaaificetion combined 
eyelet (:ICC) generating statien offers potential environmental and efticioney 
advantages over conventional ceal-fircd plant teehnelney, but it hac not been 
constructed on thts !scale and hat( preven to by an enginedring and financial 
ehallenge Entimated eosts to comelete the project have risen .nignificantly 
felmosc 	aed only a portion ot the overruns have been foimally reviewed 
and efiectivele deemed prudent. If Dike le comeelled to Accept more rick to 
complete thepiojeet, its profIciency in managing that rich will be an 
impuriant element in eanceaine ite creditwarchineun. A reeent ledl.jion by tee 
eArt 20 to ienegotiate a aottlemeet on Pduatdeport cenarrnetien and cest 
eecovery could yet ha%re eredit implicatiene. Public pereeptioe or the 
eettlement, vhich requires Approval by Tieliana regulators, may haws buen 

JAIsIlli•AY 10, 2011 • 
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Vanned Afkrger 

at' ter:tett y 7..au4nt reve1at: on.a ct la:tea:actions 1,et.•reen raluiato.:s vtd thr 
sac i I -.ry Oat lwyre led to dsoiasalt., tat reniqnat 'oni of at:vial-AI 	1 t ty 
ex-net:tattoo and eag.:1.3-ora. rredit quallty wotild only trt impairea it. a new 
c.crt.:atnent or a •zegulatorv •I•telaion :thatz.erl liign:t1.7ant arlaxs t.o Duke aa 
cc:voltam to completing t ,:e z1at, ahd Dante deoidce t.,;arocead latch 
-.oc.tr.tctioai on coat 

st. indard & Poor, a necrabila higlaer businear.r.t 	, aketz interrtational 
orra:,ti:ino dui. to the un•-erltalary nr 	oct Fezi Stir al And regulator} 
er.vi•on.".ental in LiI9 	•s .Atc...e it opfrat...s„.ast 	al.ty 	tier% mad 
A, jehti..ta. TLe Latin 2,u:sit...la aubets itaare been ty,lt 	..aui no ca..% 1, 
C..ara sv:,ruesn is faztat•c4 1:azo ea.: analysis nu° Ci.ice'w tt.zi.Ly to 	r..e 
U. ;. rat,•.d debt. Arty z•ibryna;.tial , .a pital. tonomiin,.; 	thw inteznational 
lp,iraLtons could have rat:.nsa ia.p.: 	dain•.; an. thu ):41c ptufil ao.: 

•adanding. Dti,tu as :Aso Laor<ati..g the exo.artulon c,E its wind genaration 
b......inuso thac is expected 	ba fanatic:ea trt z credat•ne•itral mariner and uflcr 
a mod.al  *.hat minitaizos mr.ekz.r. rish laroaqh lon.j•t.:rm sacntractsw..n nticabla 
c:Janizteartiee. Air/ a.:1:11.•ar:.:titin an Lae grouttl: of.: this .:egment 	al, 
azi!cc.: ratings. 

culm's consul ie'..at-cl Financial rink protil-: t. i.r tho olgtati9cant cat eg•:,cy 
•aul le expect...A to r-riain 	tha:: cati.yaxy nlL.c. -;t1 ",erlar. Vint le rat:ont.: 

ciedit. tat t ri,te tin.c been stronq, izt kat.. r•.•Ele”:t tag 	debt 
leiptLiae iinanolio rroCtle is waverned to • ealwn .colastly Ovwia 011 
int 	MC:11.1ttel tWrni fjt.en tJ ca.mniitry a I azqe 	wp,•nding proj.init ard 
•,:ropcs'..d merger. t3ec.uzz. t'ae .insocialud cash tl 	ytaerat Ion Atilt 1a. Alai! al 
spendirri until towar.zz?. g”r.w.:atiort projezle mare-x.17 larder construction ar,. 
Litcl....tcled in rate bane, ::::adtt pr ec.ion Ineaourec wi.3.3. weaken from 2010 
tavola, albeit at 	 shaula stall call:port rhe Turront. r.acingo. 
..dj•lated debt lova:race I•t 	zo be at c.4.- b•uirrt r,r,t and adfa.nrod kr0 1.0 
tact.; dIbt to be betwren 1'34 and .1.Ci 	3uppott :arrv•rit rstinaja. 

t:rogress :tea d arle and di ierse eusromor b.ase, ar.cirang Lora tlazia I 3 
CtihltOUlt.rfi 	t...a ,:tte..ott.or base 	 dentoa.steatti 

con:iatarent growth of .nera An 2.1 aanuallv, t. .caw:laical has slt).4.:al cu..,cciror 
yrueth papectally tit P1.-ei 	wlit re ths toral nu.rher of customers doclii.-d 

y in 2Gt19. Tctall ./caeratiug 	oonulati or mace than 
ún a cbusulidatoil basis, azaidentia1 and corne•irelai customers aectaunt 

l.,04 	saLec, itithtitriai customers for 15%, an, w:laltusaba cuaton,arl tor 
Whuielale iialca are tteaerally tinde'r li-net•teitt 	 with vartou:: 

Tagil to 1/..msc, coo2et:ata.a. and anveator at•intu 	 regulated by ...he PFTIC 
on a co:IL 	acrviCc. Wei:), and Lack Wel cent dot.:zr::.la. 

Projrcas Ssy"”gy Careiinsa and 	rza thaergy .2.1azido have man3leCt tnair 
zelat.onu ef eecively. /sold ....41:•ra timely ..aco• vary oi Lael zinc' 

t 	 am: storm arid aly•ter...-"pattai coars 1.'3: addition. 
Aa't 26 000•nrolvainio.t •mergy Ittir slx,.tion 	sopport tirr hew 

a-it-L.:rat ion 	Lel nla...ta nue.luar nt<wt n 	 1:.1 	 1< la ie 
3.:Iv 	 tra9et.itts the •:krt.tti,..eti -a pi:v.:yea (*.a: 	tiss-t.Arz.1 power 
pl •rarl ...; Ia'4š exastlury enal 	st 'the tn.erea: 	retii..d. 
rti:yr.Ltu 141.„:41^; C.4“.17 iliao 1.0 i the prnitela oi 	th•aae r‘va non31,itiaJ 
•re,a cp.aa tt.•.•":4.ae 	tbe tf.0 t•NW t Ic.t vni 	 with ea i 	L•olvvi•:%! • late 

ta'• aT.ine ;Thal, tl 	'.050 aw .irly^t Comatl 	expa....t. 	"o ,ea*tater. aataaary 
0 	ot1.1 L!lt: 	 wev lianrq.ar Co•artlf f cal ity 03:1101- 	̂o orer.itt• 	earty 

Pa:111R? *1), ;1,11 ; 
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Reswab Updet:: Doke Enew R. Rating Vona(' And Pregms hnergy 'BBBI-' Rating Plneed On Watch Pinnivn 
On Planned Meiger 

201.4. Despite political overtones chat have aomewhat increased regulatory riak 
in rloride, the regulatory environment continues to he reasonably constructive 
rainly through üi..i uce of vaclone clausee thaL ellow for recovery nf npproved 
cepital eependitutes, includlng envirnnmental expenditures. and tuel. Tn .7unc 
2010, the Florida regulators approved a settlement tor Progrees Rneegy Florida 
thal effectively maintaina cerrent hese ratec through 2012 withoLe alfecting 
the verloun claesen mentioned earlier. whale utill prcviding fo- au ROR of 
3.1.4-11.511. The nottlement also provide:, that if the earned ROR fella oelow 
9.ei, Progreas Rnergy Florida may neek rete relief after it hen used nt least 
01b0 million of the allowed depreciation renerve in the relevant period. 

Progress Energy Florida ia completing the woek to bring the Crystal River 
3 (CR1) nucleer plant hatet on line. CR3 experienced delaminatton within the 
concrete of tho enter wAll of the concainment acructure during a normal 
refueling and waintenianee outage in September 2009. An of eept. 30, 2010, 
Progress Enerey Florida had incurred 0237 villion in Tepincement power coats, 
eith $63 million already recovered from innurarce proeeede, $49 million nrill 
Lo he rnceived from inaurance, and $1eS million deferred fur eecevery through 
clauues. Repair coats totaled 6117 million, bech 5111 million reeeived from 
inearance, $75 million still 'to be ereeevad fcom insurance, and the balance to 
be deferred tor bane rntc recovery. le October 2410, Progreas Pearly Florida 
received approval from the Florinn rogulatorc to establish 4 separate docket 
related to the outage and replaeement fuel and power :elute ausociaced wieh the 
extended oueage. 

Coesolidated capital npendiag well continue ee he nigniticnnt over thn 
next few yeArs, neceuailating additional horrowings, to addreau envtronmental 
compliance, new genereLlon, uprateS at existing plints, end system growth and 
ealntenance nmis Total capital npenuing in expeeted to be about $2.2 billion 
in 2011 .ind $1.9 billion in 2012. Wynn the completion of envixonmental 
projectu in Flurida and the new generation projects in north Carolina, the 
capital apending erogram will be geared in favor of the Carolina cpeiations on 
a 651-35% baais. erogreep hnn an aggreasive financial risk profile. For the 12 
menthe ended Sept. JO, 2010, financial performance benefited frcm norm 
utahillention and/or improvement in tee local economies, as well aa favorable 
weather. The finencial performnnoe has slightly exceeded our base cann 
expectedona wiLh adjusted PF0 ot $2.5 billion and edit:steel total debt of 
$14.a billict, lnading to adjusted FFO interest coverage of 3.5x, adjuneed FF0 
to total debt of 16.0%, and adleaLed debt leverage of 59.1k. 

S1tame:1u cc edit factors 
,The short tern rating an Duke Energy,ls 'A-2' and largely reflects the 
company's leng term corporate credit rating end the stable regulated utility 
operations thnt generate the bulk of cash flown. Lignity iu edegnate under 
.standerd & Peer's corporate liquidity eethodolegy, ehieh categocizea liquidity 
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sound bank rele- ionnhips, its solid standing in credit markets, 3nd generally 
priciest risk can,ge'nent rurchte. ouniert unc anecription oi liquidity 4d 
edeounte. 

Fa.e.rew'q UtIst matetities t)tal alauut 66n0 ttll.on ln JOal. The 
...empan.,,  hie h $1.14 Wilton mainei 	 credit (Aellity macucisa in 2n12 
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avei the next 12. months. Ihe short term raring on Proqress iu 1 *.stlecLing 
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ernir:ng in M 7 Z01:. 'Jona ot the onnk :sciiitiee havo ratiog Lcd::3,t4a. 
Pro.rcae linergy Also had 6691 	in (Awn end nhorc-term in:eurumnts 
Thsra le 01 hion In dnbt maturie:as in :1 0U, end 1950 million in 2012. 

Credit Wa 
The poaitive Cradi%W.'zch on rrogren.1 unor.:7 in based cn the enticip.atoi 
%Immo:met:on u Lac mer..7.r witn 1:he 114  ,ba.-r.tted 

Olttioqic 

rh-t %rIcInok on Duke :11,1:T, ic stable end refLects iltanlax.* 	Morin pr,Jectivit 
ut stood*: financill vartnaia‘un nbale Lbs coope:iv ;.actssnfuliy enmpicris 'he 
serf;er 0,1th Progress Unm.li 11.1 itn noeinitlere;%10 ros.atluction nrojecto eitour 
eurtner delays or evut 	 We could low,fr 	 Inn,  ttute a 
nsoariva ontluok Lf ccctì.. voticrlon measui...c g.ndnly weeken o- 
dsvelepuentu 	rsaInnn or c.:Ao load to 	conclus‘on thst. 	11:.k %Ad 
var-*ned A decision rs nrneued 	fle n•tatjer %vut. tC 
regdWom in vhe Ippro.sal livoceva ',nds:minte %nu :'aininciai b-nis tor the 
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MOODY'S 
INVESTORS SERVICE 

Rating Action: Moody's downgrades Southern Company to Baa2 stable; affirms 
ritings and outlooks 

Global Credit Research - 13 May 2016 

Approximately $4 billion ef debt downer aded 

NOTEOn May 11, 2018, the nress releasa was ccrrected is fottows: In the debt fist, the seniority of the 
Vadsoevilie (Town of) AL, I.D.b. revenue bonds was charmed to Seraor Unsecured frr rn Senior Secured. 
r vIred rol04.30 follows. 

Now York, May 13. 201,3-- toady's trwestors Service downgi nded the lone-term senhar unsecured sting of 
1 he Southern Cempany to Baa2 from Baal and affirmed Southern's Prime-2 snort-tarm rating for commercial 
paper. I he rating otittot:i is stable. Money's affirmed !he ratings arid outlooks of Southern's atitydellzeles: 
teabarna Power Company (A1 stable), Aiabame Power Capital Truat V (A2 atable); Geongia Power Company 
(A3 5,ah!rt), Gulf Power Company (A2 staiale), Mississippi Power Compsny Baa3 negative); Soutnern Elec.tric 
Generating Company (A2 staple), and Southern Company Funding '2,orporation (Prime-2 stable). 

RATING NATIONALE 

"The drwmgrrelo of Southern is prempled by tho primarily debt firanced eccii_ilition of AGI. Resources, Inc. 
(Ar1L, unintnel) which wdl increase parert company leverage nnd reduce each flow coverage metrics", said 
Michael G. Haeaarty, Atesociate (*raging Director. Tito addition nt approximate,/ $3 oillion of deet at the 
Southern holding eontaany will increase parent level dent fmm around $4 billion uareetly 01 12-13'1/4  of total 
elaneoletated debt ta the $17. billion range, around 25.% of consolidated dcet, pressuring cash flow coverage 
mettles, We prefect Southern's consolidated GFO pre-working caplet to debt ratio will fall to approximately 
la% Immediately following the acquisition, from the 20% range .:urrealty, and not recover to privlous levels for 
several yea s" added Haggarty. 

The AGL acquieiticn comes at a llmo whon Souti;em •.reclit quality and relative posilion a the previous Baal 
rating level had already been weakened by twer $2 billion of pre-tax charges related co cuf.t increases and 
deleys at the Kemeee• letegrated Gasification Combined Cycle power plant rsiMississippi Power. Southern 
centimes to provkle critical support to ifiisstssippl Power, with $77d a-Alon st promisaory notes outstanding to 
!he utility to maintain as liquidity until a permanent Kemper cost plan Is approved and implemented. In addition, 
Soutiearn's largest utility, Georgic PCWei lS in the midst of an eepensIve, multi-year now nuciear plent 
corntrurAion pr.aram at .1s Vogila tviclesr plant sae that hiss eeoarienced cost Increases and delays. viith 
commercial operation curreetly three years behirid schedule. 

For Southern, the addition of aporoximalely $8 billion of debt et the paront company will eliminate an important 
credit srivantage 	iiistinyuisned Southern from many cf its ;viers, resmely, the limited use of hoiding 
:ortipany leverage and nigher financial flexibility at the parent company. With 25% of the company's total 
'.onanlideled debt al the holdlog company level going forward. structural subordination will increase and 
financial Iteribillty will diminish. Aithough Southern still has a lower percentage of debt at the parent company 
than erne other Liaa rntert pee(s Wee Duke Energy Corpo:a(ion (Baal negadve) which v.iil bo at around 35% 
hallowing the P'edinorit Nateral Sas Company, Inc. (Al steble) acquisition; Gemlnion Reeneurcos, tric. (8aa2 
stable) at apprcxlmately 48% after its acquis,lion of Criestar Corpotatiott (Prime-1, ratings on i-eview for 
downgi age); arid NadEra Energy, Inc. (tiea steble), which guareetaes 330,tJ  of its total repotted consolidated 
debt; a is no lemur a materiel factor cifferentinting Soutnern from these cempailies. 

in AIL. Souther a Is acqi.:iiine an !met/ whose financing :subsidiary, AGL Copied Ccrecration (guaranteed by 
AGL I, is rate Beal stable, lnwer tnaii three of Sou:lee-We four existing utility subsidiaries Aitheogh AGL. 
provides Southern with roeidatury and operationat diversity, 4 will et:needle fewer financial coverage metrice 
titan Southern or tiny ef i(s 'iubsidienes currertly does, with AGL's CVO 7,ret-•iiorkirig capitol to debt expected to 
decline to the low 4.) mal-teens min the rnld to high teens histi;elcaty) es it Inues debt to fund Planned cepa, 
irwitsb none., another eiasen feu Itre doi.•,nqradia of Southern. 

The affirmation ef the raer.qs if Southern s cCaer seersidieries Aiaoarno Power. Gocigia Power, Gulf Power, 
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Mississippi Power, Southern Power. Southern Electrie Generating, and Soinhem Company Funding reflects 
the minimal impact that Southern's acquisition of AGL wiil have on the credit profile el these companies. AGL is 
expected to be a separate subsidiary operating under the parent company. Although Southern will be servicing 
a substantial arnount of new debt at the parent, potentially requieng a higher level of divIderds frorn these 
other subsidiaries, tho magnitude should not be enough to materially affect the individual subsidiary credit 
profiles or ratings. Each of Southern's major subsidiaries maintains their own bank facilities and liquidity 
sources and, with the exception of Mississippi Power, are not reliant on tho parent for material financing, 
liquidity, or other needs. 

The affirmation of the ratings and stable outlook of Alabama Power (A1) reflects the credit supportive 
regulatory environment in Alaberna, a lack of capital expenditures for new generation over the next few years, 
and strong, stable financial metrics, albeit sllghtly below the our rating methodology guidelines for a high "A" 
rating with zi three year average CFO pie-working capital to debt of 25.5%. Although there is a now a relatively 
wide four notch deferential between the rattrigs of Alabama Power and Southem, Alabama Power relies 
minimally on the parent to maintain its financbl conditions and maintalns Its own credit facilities and 
commercial paper prograrn. Alabama Power's dividends to the parent in 2015 were $571 million. just over half 
of Georgia Power's 2015 dividend level of 51,034 million. 

The affirmation of the rating and stable outlook of Georgia Power (A3) considers the continued strong state 
regulatory support for tho Vng:le now nuclear project, Including the potential for a prudence determination of 
project costs by the Georala Public Service Commisslon earlier than we had origInally anticipated; and a 
recent settlement with the EPC contractors resolving long-term legal and other disputes that had plagued the 
project, including the removal of construction contractor Chicago Bridge & Iron Co. KV. (CB&I, unrated). 
Progress ceentinues on the Vogtle project, with construction approximately 30% complete, although additional 
delays beyond the three years currently If icorporated into the schedule are possible. 

• 
These positive attributes have offset some recent adverse developments with regard the Vogtle project, most 
notably the precipitous decline in the credit quality of Toshiba Corporation (83 negative), tho parent company 
of EPC contractor Westinghouse Electnc Company LLC (unrated) and the guarantor of certain Westinghouse 
oblmations under the EPC centred. While Westinghouse has provided needy $1 billion of letters of credit to 
Georgia Power to support its obligations under the contract since Toshiba was downgraded below Investment 
grade last year, we believe that a financially constrained Toshiba parent company could make additional costs 
andfor disputes related to the EPC contract more difficult to resolve. 

While bonus doproclution will help eupport Georgia Powers financial metrics, which have declined as the 
Vogtle project has proceeded, the utility has also agreed to keep base ratos flat for three years as part of a 
Georgia regulatory settlement for the AGL acquisition, which could offset these bonus depredation benefits 
and pressure coverage metrics aoing forward. Georgie Power requested nearly $1 Wein of rate relief three 
years ego and wa had expected Georgia Power to file a rete case in 2016. Moody's notes that the parent's 
acquisition of AGL has had a rnoro direct impact on Georgia Power than on any of Southern's other 
subsidiaries. 

Tne affirmation of the rating and stable oueook of Gulf Power (A2) reflects the credit supportive regulatory 
environment in Florida, with a reasonable rate case settlement in place through June 2017, capital 
expenditures declining from recently high levels; offset by financial metrics that are slightly below our rating 
methodology guidelines for an A2 rating, with a three year average cro pre-working capital to debt of 22.9%. 

The affirmation of the rating and negallve oueook of hAlssissippi Power (13aa3) reflects the regulatory risk In 
obtaining permanerit cost recovery on the Kemper IGCC plant with two new commissioners recently elected le 
the tvlississippi Public Service Commission (MPSC); last years MPSC approval of interim rate relief on the 
plant; and the utility's weak liquidlty ard ctandalone financial condition with metrics eypected to be below 
investment grade for at least one to two years. The outlook cored De stahilized if the Kemper plant reaches 
commerrjal nperation and a permanent cost recovery plan is approved by the MPSC and implemented by the 
utility. 

The affirmation of the rate ,g and stable outlook of Southern Power (Beal) consfders the companys high 
percentage of contracted capacity; limited fuel tisk; histoncally strong cash flow coverage metrics that may 
moderate going forward as some lax benefits are extooded out into future years. and a growing renewable 
energy business teat is providing divereilicatfon to partially offset compressed rnareins at its legacy natural gas 
plants. Although there wes n substantial increese In debt over tho last year with debt increasing to $3.3 billion 
at 31 December 2015 from $1.8 billion at 31 December 2014, liitoody's expects the company to continue to 
finance Its aggressive erowei plans with a balanced mix ot debt rssuance and equity core ihutions from the 
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oareot company. 

The affirmaton of the atings of Southern aectric Generatieg Cempany i,SEGCO A2), a single wet 
generatiag plant, reflects the stable outlooks on Alabama Power and Georgie Power, which each own ;Mee 
5EGCC:rs single debt issue is rated A1 as it is fully guaranteed by Alabama Power. 

The affirmation ot the ratieg cf Southern Company Funding Corporation ilerime-2), a commerelal paper issuing 
vehicle, reflects the obligetion ard stable rating oulooks ot the pareelpating ritrlltle Alabama Power, Geengia 
Power and Gulf Power, to repay commerreal paper issued by the funding company. Although Mississippi 
Power can also tram commercial paper under the prcerare. It has not In recent years and has no p;ans to do 
so for 'eel immediate frecre. 

Ran Outlook 

The stable rating culler* on Southern Company reflects thc credit supportive regulatory env.ronments n welch 
its retreated utilitiee operate, the scale ann diversity of os snurces of cash low, aed tecocya expectetien that it 
wet riot further Increase ow ent company debt from current elevated 

Factors that Could Lead to an Upgrade 

Southern's ratlng creed he upgraded if there is a substantial reduction of perent company de:A levels; ihe 
Voe.le and Kemner plants reach curarnerciel operation wehoui signelcant aeditional delays Or Cost increases; if 
nne or more of its major utilities rs upgraded (Alabama Power, •Secrgin Pnwer, or AGL going [reward); or if 
corsolidated credit metrics return to preeiciusly slrone levels, including CFO pre-wodring capital to deie in Lie 
20% mega. 

Factors that Could Lead to a Downgrade 

Southern's raeng is well positioned at tho Baca rating loeel brit could bo downgieded if ewe are material 
addilioral debt finenced acquisitions; if them are additional delays or cost increases at i:13 Vogtle nuclear 
project, end to a lesser degree the Kemper project; or if consolidated ceverege metrics slow a decline below 
the levels incorperated in our AGL acquisition projections, induding eash low from operatioas pre-working 
cepital to debt below 15% ;or an extended period. 

Downgrades: 

..isseer. Southern Company (The) 

lunior Subordinated Regular Bon e/Dehenture, Doemgraded to Baa3 from t3aa2 

....Seiler Unsecured Shelf, Uowrigraded to (P)Baa2 from (P)Beal 

.Senlor Unsecured Bank Credit Fecility, Dowegraded 10 Baa2 frem Baal 

....Senior Unsecured Regular Bond/Dehenture, Downgraded to Baa2 from Baal 

Outlook Actions: 

issuer: Alabama Power Caplfal Tont V 

__Gettook, Remains Stable 

Issue' Alabama Power Cempeny 

....Gutici.k, Rem eine Strible 

..Iseuer. Georgia Power Company 

....Outface, Ramens eletee 

elesuer: Gulf Power Cernpeny 

„Oridone, Remaeis Stable 

Mississippi Power Cerneens: 
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.Outlook, Remains Negative 

Issuer: Southern Company (The) 

....Outlook, Changed To Stable From Negative 

„Issuer: Southern Compnny Funding Corporation 

....Outlook, Remains Stable 

Issuer: Southern Elect Generating Co 

„..Oullook, Remains StabIe 

„Issuer: Southern Power Company 

...Outlook, Remains Stable 

Affirmations: 

_issuer: Alabama Power Capital Trust V 

Stock Preferred Stock, Affirmed A2 

„Issuer. Alabama power Company 

Commercial Paper, Affirmed P71 

.... Issuer Rating, Affirmed A1 

....Junior Subordinated Shelf, Affirmed (P)A2 

....Preferred Shelf, Affirmed (P)A3 

....Preference Shelf, Affirmed (P)A3 

Senior Unsecured Shelf, Affirmed (P)A1 

....Preference Stock Preference Stock, Affirmed A3 

....Prof. Stock Preferred Stock, Affirmeil A3 

....Senior Unsecured Bank Credit Facility, Affirmed A1 

.,.,Senior Unsecured Commercial Paper, Affirmed P-1 

....Senior Unsecured Regular Bond/Debenture, Affirmed Al 

..lesuer: Appling County Llovelopment Authority,. GA 

„..Ednior Unsecured Revenue Bonds, Affirmed A3 

.„Sen'or Unsecured Revenue Bonds, Affirmed VMIG 2 

_Issuer: Barlow County Develcpmerit Authority, 
•GA 

—.Seller Unsecured Revenue Bonds, Affirmed A3 

....Senior Urrecured Revenue Bonds, Affirmed VMIG 2 

Issuer: Burke County Development Authority, GA 

,...Sentor Unsecured Revenue flonds, Affirmed Al 

....Senior Unsecured Revenue Bond:, Affirmed VMIG 2 
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.:ssuer: Columbia (Town oli AL, lcdustrial Day. Boari 

....Senior Unsecured Revcnue Bonds, Affirmed At 

Uns:tcurad Povenue Bonds, Affirmed VMV.4 1 

Issuer. Coweta County Dsveiopment Authority, GA 

....2ertior Unsecured ft.wenue Bonds. Affirmed k3 

....Senior Unsecured Revirela Bonds, Affirmed VMIG 7 

„issuer: Zffinrjtam Cuunty Industrial Cev. Auth., 

....Senior Unsecurod Revonue Bonds, Affirmed A3 

t MC.3OUtad Aevenue Bonds, Affirnec VM•G 2 

„Issuer Eecambra (Count/ o) Ft. 

r;ei'Or Unse.lured Revenue Bonds, Affirmed k2 

...Senior Unsecursd Revenue Eine., Affirmed VMIG I 

..1suuer: 	of) AL, Industrial Dev, Beard (Supported !ry Ahibarna P')wer Company) 

....Senior Unsecured Revenue Bonds, Affimied A1 

....Senicr Unsecured i-:cvenue Bono% Affirmed Vf0.13 

„Issuer: Eutaw (Cit.? of) AL. Inthstrist 0,2v. Board (Sunponed by Mississippi Power Cimpany) 

....Senior UnLocured Revenue Bonds, Affirmed Ba:13 

....Sontor Unsecirred Reuenua Bends, Affirmed VMIG 3 

63119r: Floyt1Connty Development Autherly 

....Sonlor Unsecured Revenue Bonds„Mlinned A3 

Uttsecuren F.evenuo Bonds, Affirmed VMIG 

-Issuer Geolgi4 FCA/CT Cotnpany 

Isst er F.Jfing, Affirmed A2 

....Senior Secured Shelf, Affirmed (P)A3 

....Junior 3ubordinatod 5 .olf, Affirmed (P)ana I 

.Proferrcd 	Affitmed (P)Bee2 

....Preference Shelf, Ahirmosi (13 zaol. 

....Prr,fer.nco Stcck Preference StockArfinred 1ias2 

_Pref. Stock Non,cumular.vo ..-arefc.red Stock, Affirmed R?.a2 

Umucured Bank Credit Facility, Krimed A3 

....rienier Unsecured Regular Hend/C:ibcnture, Affinneri A3 

.Issuer. GO Power Cr.,mpenv 

.... !setter Rating, Affirmed A2 

.,..3oUordarate Shulf„kfirr.ed (P)A3 

0000290 
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....Junior Subordinated Sholf, Affirmed (P)A3 

....Senior Unsecured Shelf, Affirmed (P)A2 

....Preferred Shelf, Affirm' ed (P)Eiaal 

..„Preferenco Shelf, Affirmed (P)Baal 

....Preference Stock Preference Stock, Affirmed Baal 

....Pref. Stock Prefet red Steck, Affirmed Baal 

....Sen;or Unsecured Regular Bond/Debenture, Affirmed A2 

_Issuer Harrison (County of) MS 

....Scrior Unsecured Revenue Bonds, Affirmed Baa3 

....Senior Unsecured Revenue Bonds, Affirmed VMIG 3 

„Issuer: Heard County Development Auth&Ity, GA 

.....Scnior Unsecured Revenue Bonds, Affirmed A3 

....Senior Unsecured Revenue Bonds, Affirmed VMIG 2 

_Issuer: Jackwn (County of) FL 

....Senior Unsecured Revenue Bonds, Affirmed A2 

.;..Senior Unsecured Revenue Bonds, Affirmed VM1G 1 

-Issuer. Mississippi Bus'iness Finance Corporation (Supported by Mississippi Power Company) 

....Senior Unsecured Revenue Bonds, Affirmed Baa3 

—.Senior Unsecured Revenue Bonds, Affirmed VM1G 3 

_Issuer: Mississippi Business Finance Corporation (Supported by Cul( Power Company) 

....Senior Unsecured Revenue Bonds, Affirmed A7 

....Senlnr Unsecured Revenue Bonds, Affirmed VMIG 1 

„Issuer: Mississippi PoWer Company 

.... Issuer Rating, Affirmed Bee3 

....Pref. Stock Preferred Stock, Affirmed 8a2 

....Senior Unsecured Regular Bend/Dohenture, Affirmed Bee3 

_Issuer Mobile (City of) AL, 1.0.B. 

....Senior Unsecured Revenue Bonds, Affirmed Al 

....Senior Unsecured Revenue Bands. Affirmed VMIG 1 

-Issuer: Monroe County Development Authority, GA (Supported by Georgia Power Company) 

....Senior Unsecured Re\;enue Bonds, Affirmed A3 

..:Senier Unsecured Revenue Bonds, Affirmed VMIG 2 

..lesuer: Morroe County Development Authority, •GA (Supported by Gulf Power Company) 

9 
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-.Senior Unsecured Revenue Bonds, Affirmed A2 

_Issuer Southern Company (Tha) 

CommarCld Papor, Affirmed P-2 

-Issuer: Southern Company Funding Corporation 

Unsecarod Cummorcial Paoer. Affirmed P-2 

-Isiuer: Southern Elect Generating Co 

• isstr:r R.Atittg, Affirmed A2 

....Eanior Unsecured Regular Bond/Dobentwa, Affirmed Al 

„Issuoc Southern Power Company 

• Issuer Rating. Aftmed Baal 

....Preference Shelf, Affirmed (Pflae3 

__Son!or Unsecured Shelf, Affirmed (P)tiaal 

...Senior Unsecured Berk Credit Rwiiity, Affirmed Baal 

....Senior Unsecured Commercial Paper, Mimed P-2 

....Senior Unsecured Regular Bond/Cahonture, Affirmed i3ea I 

-Issuer: Welker CGonly Econ & lnd Dev Authority 

....Senior Unseared Revenue Bonds, Affirmed A I 

....Servor Unsecured Revenue ltonds, Affirmed WIG 1 

_Issuer: West Jefferzn (Town of) AL, Ind Devel. Bd. 

....Senior Unsecured Revenue Sands. Affirmed Al 

__Senior Unselurad Revenue Bones, Mimed VMIG I 

_issuer. Wilsonville (Town of) AL, I.D.B. 

—Senior Un:tectned Revenue Bonds, Affirmed AI 

__Senior Unsocured Revenue Bonds, Affirmed VMIG 

The principal mothodol,ny 	Irt rating Southern Company (The), Georgia Power Company, Alabama Pcwer 
Conmany, V.iissLsipoi Power Company, Cuff rov:OF Company. Al.:boola Power Capital Trust V, Southern Mast 
Generating Co a:td Southern Company Funding Corporation ,;;as tergu;atea Eler.te.c and 6.4s [AMU s 
pullshed in Deremhor 2013. Tho prinupal methodology :Lied in rating Sotli;11rn Flower Company was 
Unregulated Utilities and Unrogulaiud Power Companies eubfshed in Ntotcr ?014. Fleaae sue the Ratings 
Methodologies page on www,olooi:ys.cam for a copy of these methodologies. 

1 he F:outNirn Company is a utility holding company headquxte.:?d in All'inta, Genrgia and the parent 
.:^mpany of uvlity ..tibilularius Alabama Powex Company, Caorge Pr: Ne, Company, Gu'ii Power Company. 
tylisissippl Paver Company, Southern Etectrie. Goriera;og Cnrupny, whdosate pcwer aompany Southern 
Power Company. end commercial paper issuer Southom Company Fundlrg Corprrllion. 

CJt ATCRY IISCLWURFS 

For ratings issued en a program, series er category/class of debt, this ar nmecentent p:ovicias rerte.in  
regulatory dist-Jos, Yes m rr.sition to each rating of a sul,secuently issued bond or nul.e of ihe •ame series or 
cater,uryrulass of debt or pursuant to a program tut wh:711 the ratings aro irorived osclus;vely from existing 
retinas in at:midi:moo ..)..dh Moo/Ws r.•tino practicoa. For ratevis isaueu on a support provider this 
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announcement provides cei fain reyulatoty disclosures In relation to the credit rating action on the support 
provider and in relatinn to each particular credit rating action for securities thet derive their credit ratings frnm 
the stipend provider's credit rating. For provisional ratings, this announcement provides certain regulatory 
disclosures In relation to tho provisional rating assigned, and in relajlen to a definitive rating drat may be 
assigned subsequent to the final issuance of the debt, in each casn where the transachon.structure and terms 
have not changed prior to the assignment of the definitive rating in a manner that would have affected tho 
rating. For further Information please see the ratings tab en the issuedentity pago for the respective issuer on 
eres.v.moodys.com. 

For any affected sectaities or rated entities receiving direct credit support from the primary ent.ty(ies) of this 
credit rating action, and whose ratings may change 33 a result of this credit rating action, the associated 
regulatcry disclosures will be those of the guarantor entity. Exceptione to titis approach exist for the Wowing 
disclosures. if applicable lo)urisdictIon: Ancillary Services. Disclosure to rated entity, Disclosure from rated 
entity, 

P.egulatory disciczures contained In this press release apply to the credit rating and, if applicable, the related 
rating outlook or rating review. 

Ple.ase see www.moodys.com  for any updates on changes to the lead rating analyst and to the Moody's legal 
entity that has issued the rating. 

Please see the ratings tab on the issuer/entity page cn www.moodys.corn for additional 'regulatory disclosures 
for each cradit rating. 

Michael G. Haggerty 
Associate Ntionaging Director 
Infrastructure Finance Group 
Moodys Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
U.S.A. 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1053 

William L. Hess 
MO - Utilities 
infrastructure Finance Group 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

Releasing Office: 
Moody's Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
U.S A. 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

MOODY'S 
INVESTORS SERVICE 

2016 Moody's Corporation, Moody's Investors Service, Inc., Moody's Analyerz, Inc. and/or their ilcensors and 
affillates (collectively, "tx)oors*). All rights reserved. 

CREDIT RA nN:3s ISSUED 13Y MOODY'S INVESTORS SERVICE. INC. AND ITS RATINGS AFFILIATES 
(MI5") ARE MOODY'S CURREN) OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OP ENTITIES. 
CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND 
RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S (1A000Y'S PUBLICATIONS") MAY INCLUDE 
MOODS'S CI IRRENT OPINIONS OF THE RFI.ADVE FUTURE CREDIT RISK OF ENTITIES, CREDIT 
COMMITMENTS, OR DEBT OR DER1-1.1KE SECURITIES. m000r2 DEFINES CREDIT RISK AS THE P.ISK 
THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE 
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AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT P 4TINGS DO NOT 
ADDRESS ANY OTHER RISK, INGLUOING BUT NOT LIMITED TO. LIQUIDITY P.ISK. MARKET VALUE 
RISK. OR PRICE VOLATILITY. CREDIT RATInIGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S 
PUBLICATIONS ARE tIOT STATEIvIENTS OF CURRENT OR HISTORICAL FACT. Moorrrs 
PUBLICATIONS MAY ALSO INCLUDE WAN TITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND 
RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOOOY'S ANALYTICS, INC. CREDIT RATINGS 
AND MOODY'S PUBLICATIONS DO NOT CONSTTNITE CR PROVIDE INVESTMENT OR FINANCIAL 
ADVICE. ANO CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE 
RECOrAMENDATIONS TO PURCHASE, SE'..L, OR MCI 0 PARTICULAR SECURITIES. NEITHER CREDIT 
RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON rHE SUITABiLi rif OF AN INVESTMENT FOR 
ANY PARTICULAR INVCSTOR A.4000Y'S ISSUES ITS CREDIT RATINGS AND PUBUSHES m000rs 
PUBLICATIONS WITH THE EXPECTATION AND UNDE.RSTANDING THAT EACH INV:SIOR WILL, WITH 
DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACI iSECU.FITY THAT IS UNGER 
CONSIDERATION FOR PURCHASE!, HOLDING, OR SALE. MOODY'S CREDIT RATINGS AND MOODY'S 
PURLICATIONS ARE NOT INTENDED FOR USE SY RETAL INVESTORS AND lT WOULD BE RECKLESS 
AND INAPPROPRIATE FOR RETAIL INVESTORS TO usE woors CREDIT RATINGS OR MOODTS 
PUBLICATIONS WHEN MAKING AN It IVESTNIENT DECISION. IF IN DOUBT YOU SHOULD CONTACT 
YOUR FINANCIAL OR OTHER PROFESSICNA1 ADVISER. 

ALL INFORMATION CCNTAINED HEP.EIN IS PROTEOTED BY LAW, INCLUCINO BUT NOT LIMITED TO. 
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIEO OR OTHERWISE • 
REPRODUCED, REPACKAGED. FURTHER TRANSMITTED, TRANSFERREO, DISSEMINATED, 
REDISTRIBUTED OR RESOLD. OR STORED FOR SUBSEDUENT 1_,SE FOR ANY SLIO.11 PURPOSE, IN 
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER. BY ANY PERSON 
WITHOUT MOODY•S PRIOR WRITTEN CONSENT. 

All information contained h.• rein is obtained by MOODY'S from sources botieved by it to bo accurate and 
lobbies. Because of the possibility of human or mei..harical •gror as well as olher factois, however, all 
Information contained herein Is provided 'AS IT wIthouOuarranty of any kind. MOODY'S adopts all nacessary 
rneasures so that Me idiom-teflon it tilos in assigrng a crodit rating is of sufficient guaiity und from sources 
MOODY 3 consiiers to be reliable Inducting, when appropriate, independent Mird- parly sources. However, 
MOODY'S Is not an auditor and cannot In every Instance Indepeodeatly verify or validate infomiallon received 
in the rafng process or in preparing the Moody's Publications. 

To Me vtent permitted by law, MOOOYS and its directors, officers. employees, agents, representatives, 
licensors and suppliers disclaim liability to any parson or entity for any Mdlrect, spedai, consequenhal, or 
hicidental losses or damages whatsoever arif:Mg from or in connection with the Iriformation contemod herein or 
Itia use of or inability to use ary such Intorrrotion, ovor 1 Mouprs or any of its directors. office, a, employees. 
agents. representatives, licenors or suppliers is advised in advance of the passibility of such iost.as  cr 
damages, Including but not limited to: (a) any loss of presen( or prospective profits or tb) tiny loss or damage 
arising where the relovant financial lostrument Is not the :iubject of a particular credit raring assIgred by 
mooDY.s. 

To tlie extent permi(tad by law, MOODY'S and its directors, cGicers, employees, agents, representatives, 
lic:msors and auppiiers disclaim liability for any direct or componsciory I-asps or damagas causad to any 
porson or ontliy, Including but not limifed te by any negligence (but Axel(11n3 fraud, willfol innconduct or any 
other type of Febility that, for the avoidance of doubt, by law cannot e9Ycltp1ed) on tho part of, or any 
contingency within or beyond the control of. IvIOODY'S or any of its ,lirectors, officors, employees, agents, 
representatives. licensors or suppliers, arising from or in nolnection with the IntormatIon contained hereln or tile 
use of or inebilily to use any such iniormation. 

NO WoRRANTY. EXPRESS OR IMPLIED, A C ThE ACCURACY, TIMELINESS, COMPLEIENESS, 
MERCHANTABILITY OR FIThESS FOR ANY PARTICULAR PURPOSE OF ANY SUCR RA TING OR OTHER 
OEINION LIR INFORMATION 13 GIVEN OR IVACIE BY vlOODY'S IN ANY FOR:...1 OR 141.4.Nf ;ER 
WI IATSOEVER. 

Moody's Investois Soivice, Inc., a wholly-owned credit rating i.get 	siibstrilar, of tvloortis Corporation 
hereby i;scloses that most issuers of debt securities ;mclzsdinri corporate and mu.Rcipal bonds, 

debentures, nutee and commerclal paper) and preferred stc.lc rited ,3y Moody's Investors Service, Inc. hove, 
pEor to as ilgi.RieLl of any rating, agreed to pay to Moody's Investors Service, Inc. for applaisal aud rating 
soriicos teadered by it loos ranging from S 1,500 to aperoxlmataly 52,500.000. MCO and MIS also m•tintaio 
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policies and procedures to address the independence of MIS's ratings and rating processes. Infeimation 
rogarding certain affiliations that may exist between directors of MCO and rated entitles. exci between entalea 
who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more 
than 5%, is posted annually at www.rnoodys.com  under the heading Investor Relations — Corporate 
Governance — Oirector and Shareholder Affiliation Policy." 

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian 
Financial Services License of MOODYS affiliate, Moodys Investors Service Ply Limited AEN 61 003 399 
657AFSL 336969 andror Moodys Analytics Australia Ply t.td ABN 94 105 136 972 AFSL 383569 (as 
applicable). This document is in(ended to be provided only to "wholesale diente within the meaning of soction 
7610 of the Corporations Act 2001. Fly continuing to access this document from within Australia. you represent 
to MOODY'S that you are, or are accessing the document es a representative of, a "wholesale client and that 
neither you nor the entity you represent will directly or indirectly disseminate this document or ita contents to 
"retail clients" within the meaning of section 761G of the Corporations Act 2001. MOODY'S credit rating is an 
opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or 
any form of security that is ava;lable to retail ii westors. It would be reckless and inappropriate for retail investors 
lo uso MOODY'S credit ratings or publications when making an investment decision. If in doubt you should 
cootact your finandal or other professional adviser. 

Additional terms for Japan only: Moody's Japan K.K. ("MJKK") is a wholly-owned credit rating agency aubsidlary 
of Moody's Group Japan G.K., which Is wholly-owned by Moody's Overseas Holdings Inc., a wholly-owned 
subsidiary of MCO. Moody's SF Japan K.K. (-MSFX) is a wholly-owned credit rating agency subsidiary of 
MJKK. MSFJ is not a Nationally Recognlzed Statistical Rating Organization ("NRSRO"). Therefore, credit 
ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings aro assigned by an 
entity that is not a NRSRO and, consequentty. the rated obligation will not qualify for certain types of treatment 
under U.S. laws: MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services 
Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively. 

MJKK or MSFJ (as aPplicable) hereby disclose that most issuers of debt securities (including corporate and 
municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as 
applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for 
appraisal and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000. 
MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements. 
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ALJ/EW2/ja 

Decision 16-03-007 March 17, 2016 	 Date of Issuance 3/22/2016 

BEFORE THE PUBLIC UTIUTIES COMMISSION OF THE STATE OF CALIFORNIA 

Joint Application of Central Valley Gas 
Storage, LLC (U915G), AGL Resources Inc. 
and rne Southern Company for Expedited 
Ex Parte Authorization to Transfer 
Ownership of Central Valley Gas Storage, 
LLC to The Southern Company. 

Application 1541-011 
(Hied November 9, 2015) 

DECISION APPROVING CHANGE IN OWNERSHIP AND CONTROL OF 
CENTRAL VALLEY GAS STORAGE, LLC 

Summary 

This decision approves the application of Centnil Valley Gas Storage, LLC 

(Central Valley), AGL Resources Inc. (AGLR), and The Southern Company 

(Southern) (collectively, Joint Applicants) for a change in the ultimate ownership 

and control of Central Valley from AGLR to Soutbern. In addition to approving 

the proposed transfer, we conchide that the transactions underlying the transfer 

qualify for an exeinption from the California Environmental Quality Act. 

Accordingly, additional environmental review is not required. 

1. 	Procedural Background 

in Decision (D.) 10-10-001, the Commission granted Central Valley Gas 

Storage, LLC (Central Valley), a certificate of public convenience and necessity 

(CPCN) for the construction and operation of an underground natural gas 

storage facility in Colusa County, including a 14.7-mile pipeline to connect with 
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A.15-11-01I ALJ/EW2/#2 

, 	• 
Pacific Gas and Electric Companys (PG&F,) natural gas transmission system. 

The CPCN was subject to certain conditions, including the requirement that 

Central Valley provide specified reports to Commission Staff and maintain 

$50 million of general liability insurance per occurrence and in the aggregate. 

The Commission also authorized Central Valley, a new public utility under 

Public Utilities Code Sections 216 and 222 to charge market-based rates. Finally, 

D.10-10-.001 ceitified the Mitigated Negative Declaration for the facility and 

pipeline and authorized the issuance of a Notice of Determination for-  the Project 

pursuant to the California Environmental Quality Act (CEQA). 

On January 25, 2011, Central Valley, Nicor Inc. (Nicor), and AGL 

Resources Inc. (AGLR) filed Application (A.)11-01-021. The application did not 

seek to transfer Central Valleys CPCN or modify the conditions imposed on 

Central Valley in D.10-10-001. Rather, it sought authorization for an indirect 

change in control of Central Valley as the result of a proposed merger between 

Nicor and AGLR. The COmmission granted the application by D.11-05-030 and 

concluded that the transactions underlying the transfer qualified for an 

exemption from CEQA. 

On August 23, 2015, AGIR and The Southern Company (Southern) 

executed a Merger Agreement which provides AGE R will become a wholly 

owned subsidiary of Southern. 

On. November 9, 2015, Joint Applicants filed the current application. 1..ike 

Application (A.) 11-01-021, it does not seek to transfer Central Valleys CPCN or 

modify the conditions imposed on Central Valley in D.10-10-001. Rather, it seeks 

authorization for an indirect change in control of Central Valley as the result of a 

proposed merger between AGLR and Southern. 

I! - 
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Wild Goose Storage LLC (Wild Goose) filed the only response to the 

application. Wild Goose is not opposed to the application and stated it only 

intends to actively participate in the proceeding if it raises issues of broad 

applicability to Wild Goose and the other California indeprident storage 

providers concerning the tansfer of control pursuant to Public Utilities Code 

Section 354(a). 

A duly noticed prehearing conference was held on January 14, 2016 and a 

scoping ruling was issued January 26, 2016. As agreed by the parties, no further 

briefing is needed. 

2. 	Application 15-11-011 

The Joint Applicants filed A.15-11-011 on November 9, 2015. Notice of the 

Application was first published in the Commission's Daily Calendar on 

November 19, 2015. The Application seeks authorization for an indirect change 

in control of Central Valley as the result of a proposed merger between AGLR 

and Southern. 

2.1. The Applicants 

Central Valley is a Delaware limited liability company and is duly 

registered to transact business in California. Its principal place of business is 

Lisle, Illinois. 

Central Valley owns and operates an 'U. billion cubic foot underground 

natural gas storage field within the Princeton Gas Field and a natural gas 

pipeline extending approximately 14.7 miles from the storage field to an 

interconnection with the metering station and PG&E's Line 400/401 gas 

transmission pipeline. Ceittral Valley commenced commercial i)peration in 

March 2012. 
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AGLR is.  a Georgia corporation headquartered in Atlanta, Georgia. 

AGLR's principal business is the distribution of natural gas through public 

utility operating companies in seven states. Through its non-utility subsidiaries, 

AGT.R also is involved in several other businesses, including: retail natural gas 

marketing to end-use aistomers; natural gas asset management and related 

logistics activities for certain of its utilities and nonaffiliated companies;.natural 

gas storage arbitrage and related activities; and the development and operation 

of high-deliverability natural gas storage assets. 

Southern is an Atlanta-based public utility holding company currently 

providing electric utility service through four state-regulated operating 

companies in Alabama, Florida, Georgia and Mississippi. 

2.2. The Proposed Transaction 

Joint Applicants seek Commission authorization for a change in the 

ultimate ownership and control of Central Valley front AGLR to Southern as a 

result of an agreement and plan of merger between Southern, AMS Corp., and 

AGLR (the Merger Agreetnent). 

Since receiving its CPCN, Central Valley has been a subsidiary of Nicor 

Energy Venture Company. At the time the CPCN was granted, Nicor Energy 

Venture Company was a wholly-owned subsidiary of Nicor, Tnc. Following the 

merger approved by D. 11-05-030, Nicor Energy Venture Company became a 

subsidiary of Ottawa Acquisition LLC; which in turn is a subsidiary of AGLR. 

Under the cUrrent Merger Agreement, Southern will acquire AGLR by 

purchasing all of its common stock. AMS Corp., a wholly-owned subsidiary of 

Southern, will be merged into AGLR, with AGT.R the surviving corporation. 

Upon completion of the merger, although AGLR will continue to exist as a 

distinct corporate entity, it will no longer be a publicly traded company. instead, 

- 4 - 
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