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PROCEEDINGS

CHAI RVAN FLEM NG This ex parte briefing
will now conme to order. At this tinme, |'m going
to ask Attorney Joseph Melchers to read about the
briefing.

MR. MELCHERS: Thank you, Madamr Chai r man,
Conmmi ssioners. We are here for an all owabl e ex
parte briefing that the Duke Energy Caroli nas,
LLC has requested regarding its interest in the
South Carolina versus North Carolina Catawba
Wat eree Apportionnent Lawsuit and its critical
infrastructure security issues. Thank you.

CHAI RVAN FLEM NG All right. At this tine,
who wi Il be speaking on behalf of Duke Energy?

M5. HElI GEL: Good norni ng, Madanm Chair man,
Vi ce Chairman Howard and nmenbers of the
Commi ssion. Catherine Heigel here on behal f of
Duke Energy Carolinas. Wth nme today is the
Presi dent of Duke Energy Carolinas, M. Brett
Carter. W have M. Jeff Lineberger, who is our
Director of Hydro Strategy and Licensing, and
| astly, but not |least, M. Sam Hol eman, who is
our Director of System QOperations.

CHAI RVAN FLEM NG Okay, very good. \Well,
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we're delighted to have you here today and
| ooking forward to what you have to talk to us
about .

M5. HElI GEL: Thank you, Madamr Chairman. W
do appreciate the opportunity to be here, as
al ways. As you recall, there was a briefing that
was held in March by Attorney CGeneral MMasters,
and we felt it inportant for this Comm ssion to
under stand our perspective on the South Carolina
versus North Carolina Water Rights Suit and our
i nvol venent in that case. Also, we want to take
this opportunity, since we had schedul ed the
briefing to be here for that purpose, to update
you about cyber security. There's been a fair
bit of nedia recently about issues associ ated
with critical infrastructure protection and cyber
security, so we thought this would be a good
opportunity to conme and talk to you about what it
is we do and the issues affecting the industry in
general, and what it is we at Duke do to protect
our critical infrastructure. One just side note,
we aren't here to request any assurance fromthe
Commi ssi on of any action that you may take in the
future in any future proceeding. W're just
sinply here for information sharing today. So
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with that, I wll turnit over to M. Carter to
kick it off wth a discussion about the South
Carolina versus North Carolina Water Rights Suit.
MR. CARTER: | just want to echo Catherine's
comments. We're excited to be here, and thank
you all for comng. W' ve got a couple of pretty
hot topics today to go over, and as she
mentioned, the first topic is going to be the
South Carolina versus North Carolina Water Rights
Lawsuit. Jeff Lineberger is going to walk
t hrough the detail sitting to nmy inmrediate right,
and | just want to take a couple of mnutes to
just outline what we're going to be tal king about
today. You can see the agenda we're going to
move through; quite a bit of information, fairly
quickly. ©One of the things we're going to
absolutely try to dois really just lay out the
facts. It's a very enotional topic when you
start discussing water. W are going to walk
t hrough exactly why we're here and what our role
isin this lawsuit, what we believe our role to
be in this lawsuit. And first, we want to focus
on the legal conplaint filed in June of 2007 by
the South Carolina Attorney CGeneral's Ofice
against the State of North Carolina. That action
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asks the Suprene Court to nake a decision on what
we consider to be a local matter. North Carolina
is taking -- well, it says that North Carolina is
taking nore than its fair share of water fromthe
Cat awba Wateree River, and specifically all eges

t hat approved interbasin water transfers, or what
we refer to as | BTs, deprive South Carolina of
its fair share of water during periods of severe
drought. The Conplaint also urges that the North
Carolina law that allows interbasin water
transfers is unconstitutional. Jeff is going to
share a little nore about those water transfers,
specifically the one that sparked this suit. And
then we're going to talk a little bit nore about
how Duke is nmanagi ng t he wat erways.

So in the Conplaint, the South Carolina
Attorney CGeneral asked the Court to declare North
Carolina's | BT statute unconstitutional
apportion equitably the flow fromthe Catawba
Wat eree River, or said another way, decide how
much water each state should receive, and then
prevent North Carolina from approving any future
| BTs while this case is pending in the Suprene
Court. W all anticipate that this case wl|
t ake several years before the court actually
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renders a decision. It does concern us a bit
that the Suprenme Court has been asked to nake a
deci si on about the future use of water, of the
Cat awba Wateree River, particularly since a | ot
of the work is already taking place today in what
we consider to be a very coll aborative effort
known as our Catawba Relicensing efforts.

We're pretty confident that the South
Carolina and North Carolina respective interests
have been represented by the stakehol ders up and
down the river basin and that those interests
have al ready been captured in a plan outlining
how t he wat er shoul d be shared. The
Conpr ehensi ve Relicensing Agreenent we refer to
as the CRA incorporates over 70 different
st akehol ders al ong the basin, and Jeff's going to
delve into in greater detail on that topic, but
Duke Energy has asked the Suprene Court to all ow
our conpany to intervene in this case in order to
protect the work that's been acconplished through
the CRA. The interesting piece about the CRA is
that it's been in place for decades, and
representatives fromthe South Carolina and North
Carolina nmunicipalities and industry and | ocal
citizens all participate in the devel opnment and
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agreenent that we push out, and resource agencies
fromeach state, federal resource agencies and
Duke Energy Carolinas fol ks who focus on our
interests, and our electric custoners in both
states al so participate

As in every legal conplaint, each party in a
case nust be a plaintiff or a defendant. Since
the conplaint filed by South Carolina Attorney
Ceneral's Ofice risked upsetting the interests
of South Carolina and North Carolina captured in
the CRA, it was clear that Duke had to file as
t he defendant when we asked the Court to allow us
to intervene. So while sonme would say that we've
chosen sides, | want to be clear that nothing
could be further fromthe truth. W are here
pronoting the CRA, which is a bal anced pl an
jointly devel oped by South Carolina and
st akehol ders. Two other entities representing
public water systens have also filed to intervene
in this case, and we have been told that the case
wi |l not proceed further until the Suprenme Court
deci des whet her Duke Energy Carolinas and the
other two entities can intervene. W anticipate
that the court could bring their decision on this
point later in the year.
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So, I"'mgoing turn it over to Jeff to
continue our presentation, and he's going to
share a little bit nore about the IBTs and the
Cat awba Wateree CRA, and |ikely, next steps in
the court case. W also have tinme for questions
followi ng Jeff's coments

MR. LI NEBERGER. Good norning, everybody.
Comm ssi oners, thank you for having us here
today. W're tal king about one of the nost
inportant, if not the nost inportant, public
waterway in this state, and a lot of you all are
probably famliar with the Catawba Wit eree
Project. Certainly very inportant to our conpany
and our electric custonmers, and I'mgoing to talk
to you about that.

The root of this Suprene Court case is this
concept of interbasin transfers of water. And
basically, an interbasin transfer is when you
take water fromone river basin and transfer it
to another river basin to use it over there and
you don't return it all to the source basin. And
the portion that's not returned to the source
basin is a consunptive loss to that river. There
are al so other consunptive |osses in the source
river basins fromthe other uses, primarily human
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uses that go on in that river basin. So fromthe
standpoint of |oss of water to the river,
consunption froman | BT or consunption from uses
with the interbasin itself are both | osses of
water to that river system

The Conprehensive Relicensing Agreenment that
Brett told you about takes no position whatsoever
on interbasin transfers. |t doesn't endorse
them and it doesn't prohibit them The
exi stence of IBTs is sonething that was a big
di scussion point in our relicensing stakehol der
t eam di scussions. There was concern there,
particul arly when you' re providi ng needs outside
a river basin fromthe resources withinit.
There's a related concern about sustainability.
So, what we had to do is consider the IBTs that
were there and the potential that those could
grow over time in our hydro relicensing process.
The CRA itself takes no position, but the
nodel ing work that we did to get a handle on how
much water m ght be needed in the future to
provide for the public needs, it had to consider
those IBTs. Really, the lightning rod I BT
request that resulted in this |lawsuit was one
filed by, it was a conbined request fromthe
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cities of Concord and Kannapolis in North
Carolina. They are located in the Yadkin, Pee
Dee River Basin, which is the next basin to the
east of the Catawba Wateree. And they asked the
State of North Carolina to approve a 38 mllion
gal l on per day transfer of water. There was a

| ong process there, it was very contentious at
the state level ultimately. The North Carolina
Envi ronnent al Managenent Conmm ssi on approved a 10
mllion gallon per day request, which was a
substantial reduction, and they canme to that

concl usi on based on the science that was provi ded
in that public record of that | ake use permt, or
of that permitting process. Next slide.

There's been sone changes on the regul atory
scene. In 2007, North Carolina significantly
changed their interbasin transfer law. It is
going to be in the future, because of that |aw
change, a lot nore difficult to get any
interbasin transfers approved. But there's good
and bad in that. Certainly there's good in it in
that they changed the process, so there's a whole
| ot nore public input now, there's early
notification to the water suppliers and | oca
governnents in the source basin and the receiving
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basin. There's opportunity certainly for public
hearing there, and there are regul atory

requi rements now that will be part of interbasin
transfer certificates that haven't been there in
the past, mainly in drought managenent. You
know, what is the requirenent of the entity doing
the interbasin transfer when there is a drought
in the source basin. There should be a

requi rement there. You know, they should have to
conserve water just like the other folks in that
source basin should have to conserve when there's
not necessarily enough water to neet all the
normal needs. So, there were sone really
positive nodifications made there. This |IBT | aw,
the law that was repealed as part of this new

| aw, was al so one of the main points of the South
Carolina Attorney Ceneral's case believing that
that old North Carolina | aw was unconstitutional.
So that |aw doesn't apply anynore; the new lawis
in place.

Next slide. GCkay. Famliarize you a little
bit wwth the Catawba Wateree. You've probably
seen maps simlar to this before. The red
boundary is not exactly the river basin boundary,
but it's just there to point out where the basin
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is. The basin is inside of that. But, that is
basi cally the backbone, the spine, for Duke
Energy and the Carolinas right here. And our
conpany started right there, right at the South
Carolina state line, and we started as a hydro
conpany in 1904. The hydro station that was
there was all but washed away in the flood of
1916, but there's a newer, bigger one there now.
It's called Wlie Hydro, and Lake Wl ie spans the
state there. This hydro project is extrenely
inportant to us, not only for the power
generation or the hydro generation, but also the
steam generation that 1'mgoing to talk to you
about in a second. And, as you can see, there
are lots of towns nearby. This river basin, the
Cat awba basin, is the nost densely popul at ed
basin in the Carolinas, so there are a | ot of
peopl e dependent on us to manage this hydro
project correctly.

Said it was the backbone for Duke, and
here's sonme reasons why. Forty-five percent of
our generating capacity in the Carolinas relies
on this hydro project. There's 831 negawatts of
hydro power there in 13 stations, but there's
al so two nucl ear stations and three fossil
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stations. And you can see the pictures of those
and approxi mately where they're | ocated. Al
toget her, al nbost 9,000 negawatts counting on this
wat er supply. Eleven interconnected reservoirs,
Lake Janes is the nost upstream and it spans
down to Lake Wateree, the nost downstream of
t hose.

Drinking water, |I'mnot sure way back in the
early 1900's when this power conpl ex was
envi sioned that folks really realized how nuch
the communities would ultimately start to depend
on the hydro project for their drinking water.
Certainly, it was constructed for a reliable |ow
cost source of the electric power, but providing
that drinking water is sonmething that we see as

bei ng extrenely inportant to the econony and the

quality of life here. Industrial water uses,
there are still some there. Not quite what they
used to be. Hopefully, we'll see sone industrial

growh in the future. Recreation, certainly
years and years ago, you know, these |akes were
kind of out in the country, and a |lot of them
still are, but a lot of folks have found the
country. So recreation is an inportant use. W
have about ten mllion recreation visits a year
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to these eleven reservoirs, and that certainly
has an econom c inpact as well. The water, and
the availability of it absolutely long term
determ nes the growh potential for a region.
And by building these reservoirs, it's certainly
given us the ability to store sone water for the
times when there's not a lot of rainfall com ng
so we can have the kind of economc growh and
quality of life that a lot of other river basins
don't necessarily have. Next slide.

Ckay, the relicensing process, this is
probably the nost significant thing |'ve ever
been a part of, and | don't believe it's an
over-statenment to say that the relicensing
process and comng to this Relicensing Agreenent,
| think it's the nost significant event to happen
in this river basin since the construction of
Lake Norman in 1963. Reason being is because the
Rel i censing Agreenent is a contract anongst those
70 parties that signed it, and we're requesting
by that contract that the FERC gi ve Duke a new
license to operate those hydros that wll
basically shape the way that river is operated
t hrough the next 40 or 50 years. So this is
sonething that is really inportant to this
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region. W convened 85 parties, had 160 total
peopl e, nost of the parties had a primary and an
alternate, and we net all the tinme, basically for
three years. As you can see, we had over 300
public neetings. Those were extrenely well
attended. People were engaged. They weren't
just comng to be there, they were comng to
participate wwth the intent of trying to shape
that new |license. That's exactly what | woul d
think every river basin would want. It would
want a plan that was shaped by the people that
depend on it. W nake deci sions, those teans
were facilitated, Duke was a party, certainly a
key party, but we had a seat at the table, and
they were facilitated, and we nmade deci sions on
how to nove forward by consensus, and that
basically nmeant the objective was to get
everybody to feel like they could live with it.
W were largely successful with that. W didn't
get quite everybody to sign the agreenment, but we
sure got a strong nucleus there. Science, |
don't believe there is a river basin in this
country that has been studied nore thoroughly

t han the Catawba Wateree Basin has. Duke,

t hrough the construction primarily of its nuclear
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plants, did a ot of study over the years before
this hydro relicensing ever started. But when it
cane relicensing tine, that's the tinme when a
hydro project licensee has to step back. They
have to | ook at their project, they have to | ook
at the inpacts that it's having on the river, and
they have to figure out in the future, what can
you do with that hydro project to nmake it better
fit the public needs that are there. And we
spent a | ot noney on studies, and we tried to, we
used those studies to fornul ate ideas around how
the | ake shoul d be operated, what a recreation
area should be, what the water quality

i nprovenents needed to be, and brought those

i deas back to the stakehol der teanms to

i ncorporate what they wanted to into the
relicensing agreenment. W | ooked way out. The
FERC |i censes are for anywhere from 30 to

50 years. The relicensing agreenment supports a
50-year |license, and we wanted to do our best --
nobody can exactly predict the future -- but do
our best to figure out what the needs woul d be
for five decades. That's sonething that doesn't
happen every day, and it certainly doesn't happen
across an entire river basin, but it did here.
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In the end, we cane to a vision, 300 plus
page docunent that's a legal contract with 70
parties that signed it. And that contract is the
vision for how we think the Catawba ought to be
operated. Next slide.

O the 70 that signed, there are a nunber of
organi zations in South Carolina: The Catawba
I ndi an Nation, three of the departnents there
within the State of South Carolina, all 15 of the
| ocal government affiliated entities that
participated, signed the agreenent. W also had
homeowner' s associ ati ons, environnental groups
and individual citizens from South Carolina sign.
| mentioned the contract piece of this, and we
filed this along with our relicensing application
to the FERC in August of '06, and our entire
relicensing application was witten around that
Rel i censing Agreenent. W adopted it as our
i censing proposal wth FERC. FERC review has
been ongoing. This is the nost conplex, as
they've told us, hydro project in the country
that they've ever had to license at the FERC, and
it's because of all the folks that depend on it
and all the interconnective reservoirs, but
they're noving along. W just recently got the
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draft Environnental |npact Statenment fromthe
FERC, and we have comrented on that, we expect a
final EIS to conme out in Novenber, and hope to
have the new license by April 2010, so we're very
much | ooking forward to that. W' ve also gotten
water quality certifications nowin North and
South Carolina to support that relicensing
process, and both of those are in agreenment with
the Relicensing Agreenent, which is a good thing.
Just a little about what the CRA provides,
particularly relative to water. Each of our
| akes -- in the current license, there is no | ake
level limtationinit at all. W could draw
t hose | akes down as far as we could draw them
down with hydro stations and it wouldn't be a
license violation. Now, it would be a
significant problemw th common sense and good
managenent to do that, but the newlicense, if it
agrees with the CRA, will have in it a norma
operating range, a nornmal mninum el evation, a
nor mal maxi mum el evati on, normal target, that
wi Il give people that use the | ake sone
predictability about where the | akes may be.
Particularly at Lake Wlie, the flow rel eases,
our flow rel eases out of Wlie Hydro Station,
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that is the flow of the Catawba River into the
State of South Carolina. That's what determ nes
how nmuch of that water is com ng to South
Carolina, and we spent a lot of tinme |ooking at
what those continuous flows needed to be there,
and we established 1,100 cubic feet per second as
t he continuous flow that needed to be rel eased
fromWlie to neet all the downstream needs plus
not deplete the upstreamreservoir storage in
times of severe drought. During wet years,
t hough, when we had nore water avail able than
normal, we would increase that to 1,300 CFS, and
t hat woul d provide, basically, sone additional
aquatic habitat encroachnents. During droughts,
we shift to this thing called a Low Infl ow
Protocol. It's basically just a regional plan
for tightening the belt when there's not enough
water to neet all the normal needs, and during
t hose tinmes, we would reduce our flow rel eases
fromWlie and use nore storage out of the
reservoirs until hopefully it started raining
again.

Storage in the reservoirs, that is our major
drought managenent tool. W have that storage
there, and we count on it. W have to have it
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because things happen |ike 2007, 2008, when it
really gets dry. That was the driest year, 'O07
was the driest year on record in North Carolina
in 114 years of records, and it was the fifth
driest in South Carolina. For the Catawba Basin,
considering North and South Carolina, it was the
driest year on the record. So we had a rea
chal l enge here to manage. But because so many of
t he stakehol ders felt good about that drought
managenent protocol we devel oped in the
Rel i censing Agreenent, we actually inplenented it
in August of '06, which was early. The agreenent
didn't require its inplenentation until after the
new | i cense was issued, but it was getting dry,
so we inplenented the thing to see if it worked,
and | can tell you, it worked like a charm and
|"mvery glad that we had it in place, because
little did we know that a nonth after we signed
the Relicensing Agreenent, we would start the new
drought of record that would be significantly
wor se than anything in reported history here.

We managed through that, kept all the water
i nt akes covered, kept sonme water flowng in the
rivers. We didn't have fish kills, we didn't
have the maj or unrecoverabl e environnent al
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i npacts. This thing worked because people were
bought into it. Witer intake owners, | really
couldn't say enough about those folks. They have
risen to the occasion here, and are cooperating
better than | ever could have imagined in this.
The reason being is, they recognize we all depend
on that water resource that's there, it's a
shared resource with shared responsibility to
manage it.

We have a Drought Managenent Advi sory G oup
that those fol ks are on, plus Duke plus resource
agencies that's |li ke the Damage Control Team for
dealing with the drought. But this Water
Managenent Group that's nentioned there is the
new thing. It's a 501(c)(3) non-profit
corporation that Duke Energy and 17 other public
wat er suppliers in this basin are participating
on. W all pay dues every year. |In total, the
dues add up to about $540,000. W then turn
t hose dues into projects that protect that water
quantity and quality for the long term And
we're al so now, anytine, per our FERC |icense, if
you want to put a water intake into one of these
el even reservoirs, there's a | ake use permtting
process you have to go through, and if it's a
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significant water intake being anything bigger
than one mllion gallons a day, Duke actually has
to get the FERC s specific approval to allow that
i ntake. What we've started doing since this
relicensing process and now that we have the
Wat er Managenent G oup, anybody that wants to do
that, part of their consultation process is, they
have to cone to that WMG, and they have to
explain why it is they need the water intake, why
it is they need that nuch, what alternatives did
they |l ook at, and how are they going to fit in
and conply with the drought protocols that are
there. So, it really gives everybody early
notice and tinme to ask the right questions and
apply the right pressure so that people treat
this resource with the respect it needs to be
treated wwth. The CRA, it is the apportionnent,
the equitabl e apportionnent as agreed to by 70
parties over a three-year period, and there is a
ton of science behind that. W believe it's the
ri ght answer, and particularly because it

recogni zes, the resource there is a public trust
resource that's vitally inportant to both states,
everybody that lives in those states and depends
on it, and we all have a responsibility to nmanage
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And when it cones to why are we in the, why
are we trying to intervene in the court case, |
think fromny words, it's probably obvious to
you, |'m protective of that Relicensing Agreenent
that we negotiated, and so is our conpany, and so
are the parties to that Relicensing Agreenent.
The Suprene Court decision, when it's nmade, could
in fact upset that equitable balance that we
agreed to in the Relicensing Agreenent. [If, for
i nstance, the Suprene Court decided that the
flows that we are providing into South Carolina
are just wong and they have to be higher, well,
you could do that for a period of tinme. If we
woul d have had substantially higher flows to dea
with in 2007, | can assure you that we woul d have
uncovered water intakes in this reservoir system
and that is the wong answer for this region. So
we' re very concerned about the inpacts that a
Supreme Court decision could have. That storage
is the bank account, and it's hard to understand
11 reservoirs working together, but it hel ps ne,
anyway, to think of it as your personal finances.
The storage is the bank account, the streamfl ow
is your inconme. Wen you' re not having nuch
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income, you're going to rely on that bank
account. You're going to draw from that thing,
and you hope that your income conmes back up
before the bank account runs dry. That's the way
this storage works. It's really not a lot nore
difficult than that. The difficulty is reducing
the outfl ow when the inflow, which is not in our
control, you know, it rains when nature and the
good Lord decides it does, but we catch it in the
reservoirs and store it for when it doesn't rain.
Such a situation, as | nentioned there, could
certainly inpact long termgrowh potential in
both states. |If you can't rely on the storage
anynore, you have a less reliable water supply,
absol utely inpacts economc gromh. And the
concern froma contractual standpoint is, when we
have Relicensing Agreenment parties, that because
of a Suprenme Court change, their bargain for
benefits have gone away, and now they get to
w thdraw fromthe agreenent, and we woul d j ust
have a dom no effect where a | ot of parties would
wi t hdraw and then the other things that are in
the Relicensing Agreenent may not ever actually
happen.

The real question is, is this sonmething the
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Suprene Court needs to decide, or is it better
of f deci ded by | ocal people that depend on the
resource. | think you know where our conpany is.
W believe the |ocal people have deci ded, and
that's where the decision should stay.

Next steps, Suprenme Court cases, who knows
when it will be over. Certainly, it wll take
years, we expect. Special Master has been
assigned, and we want to intervene, we filed to
intervene. W believe our intervention would not
i ncrease the cost on South Carolina. |In fact, it
woul d probably | ower the cost, because the nore
parties that are there, the nore sharing of the
cost. October, the Court will probably hear the
argunents, and by the end of the year, decide if
we can intervene. And that is just step one of a
very |l engthy process. Thanks.

Questions for ne?

COWM SSI ONER HAM LTON:  Madamr Chair, | have
a question.

CHAI RVMAN FLEM NG Yes, Comm ssi oner
Ham | t on.

COW SSI ONER HAM LTON: M. Li neberger, how
are you today, sir?

MR. LI NEBERGER: Just fine, Comm ssioner
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Ham | t on.

COWM SSI ONER HAM LTON:  Very i nformed
di scussion. | appreciate that. Couple of
guestions | have. \What, on your reservoir
st orage, how nuch capacity -- | don't know if
that's rated in days or -- how do you rate it,
and how nmuch is it?

MR. LINEBERGER: W rate it acre feet, which
is a volunme calculation. There's 737,000-acre
feet of usable storage in total in those el even
reservoirs, but in gallons, that's 240 billion
gal l ons of water.

COW SSI ONER HAM LTON:  So that woul d give
you an extended period of usage in any drought?

MR. LI NEBERGER: Yes. Yes, it would. It
certainly depends on how fast you're releasing
it, but yes, sir, it would.

COWM SSI ONER HAM LTON:  How nmuch did you
have to rel ease, or how |l ow did your reservoirs
get during the major drought that we've just
conpl et ed?

MR. LI NEBERGER: W took all the | akes down
to their limting reservoir elevation. |n other
words, if we went any further, we would be
turning off sonebody's water intake, and it m ght
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have been a power plant, or it m ght have been a
public water system The one exception there is
Lake Janes, the nobst upstream It doesn't have
any water intakes on it. The only intake on it
is our hydro station, and we can pull that |ake
down 39 feet before we have to turn the hydro
station off. And we, in Decenber of '07, we got
down a little over 13 feet fromfull punp, so we
had a ways to go on that. | wll tell you

t hough, if you think back to that '07 drought,
you heard about Atlanta, you heard about Ral ei gh
you heard about G eensboro, how many days they
had left. It is very hard to determ ne that
nunmber of days for el even pockets. Those folks
were doing it based on one. W were trying to do
it based on eleven. But we used our experience
and our nodels, and at one point there, we were
projecting that within four to five weeks, we
could be at Stage 4, which was the npbst severe
stage of our drought protocol. Now, that

woul dn't have uncovered an intake, but Stage 4
requi res enmergency water use restrictions, which
is not a place you want the region to be. So, it
was | ooking bad. W were losing two to three
percent of the storage per week in |ate '07.
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COW SSI ONER HAM LTON: Does the study group
have any recommendati ons for any additional
storage? |s that sonething that sonme of, maybe
not Duke, but sone of the nunicipalities are
t hi nki ng about ?

MR, LINEBERGER: |'m glad you brought that
up. The Water Managenent G oup is actually
| ooking at that. W've got a five-year rolling
projects list, and one of those, we're in Phase |
of that, but it's to evaluate just how nmuch
addi ti onal storage would you have to have to nake
a significant difference in terns of the safe
yield of the total system So that WG is
| ooking at that, and they woul d be considering a
new reservoir. There's another thing to think
about here too, though. Part of what the Water
Managenent Group is also doing is |ooking at
those [imting water intakes on those reservoirs,
see if there's a way they can be redesigned, they
can be conbi ned with another one, they can be
nodi fi ed, so that the |ake can be drawn down
further and still not inpact the intake. 1In a
way, you would be getting additional |ake storage
out of the | akes you al ready have, and you
woul dn't have to have all the additional expense
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and environnental inpacts, people inpacts, |and
i npacts of building a new reservoir.

COW SSI ONER HAM LTON:  Who is the
Managenent G oup, Water Managenent G oup? Wo
does that consist of?

MR. LI NEBERGER: Duke Energy, Gty of
Mor gant on, Hickory, Lenoir, Granite Falls,

Val dese, Statesville, Lincoln County, Gastonia,
M. Holly, Rock HIl, the Catawba Ri ver Water
Pl ant, Canden, Lugoff, Chester Metropolitan
District. So there's Duke and 17 public water
suppliers there.

COW SSI ONER HAM LTON: So you' ve got
representation from South Carolina, but if it's a
voting strength that's in North Carolina' s favor,
how i s that handl ed?

MR. LI NEBERGER: Well, that group tries to
reach consensus as well, which neans everybody
can live with it, but per our bylaws, we have
sone decisions that are sinple majority, sone
that are super mpjority, and sone that do require
t hat consensus. So it depends on the decision.
We haven't, to this point, seen a |lot of very
difficult decisions that one particular area is
all for and another area is all against. W've
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been abl e, except for one vote that we had on a
contractor, so far all of our decisions have been
unani nous.

COW SSI ONER HAM LTON:  Okay. Wiy are the
Nat ural Resources Departnent of the two states,
are they involved in this Water Managenent G oup?

MR. LI NEBERGER: They're not on the Water
Managenent Group. They are involved in the
Drought Managenent G oup, the Crisis Managenent
Group. The negotiated conditions on the Water
Managenent G oup was, you had to have a water
intake that relied on the reservoir system and
you had to be willing to pay the dues. And the
state agencies didn't--

COWMM SSI ONER HAM LTON:  Coul dn't get the
nmoney -- we understand that.

MR. LI NEBERGER: Yes, sir.

COMM SSI ONER HAM LTON:  That's very good.
Tell me about econom c devel opnent for new
i ndustrial users that would need to be on this
wat er basin. Does this group have sone influence
as to what and how this could conme about?

MR. LI NEBERGER: The group certainly has
sonme influence. Being a 501(c)(3) though, we
have to be very careful about what kinds of
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positions we take as the Water Managenent G oup.
The Relicensing Agreenent though, planned for
gromh. W did a study called Water Supply Study
where we worked with all those individual nenbers
of the Water Managenent G oup and did projections
for their systemfor 50 years, conbined all those
t oget her and said, here is not only how nmuch, but
where we think the additional demands are going
to be and plugged that into our water quantity
nodels to see if we thought there would be enough
water to support that kind of grow h.

COWMWM SSI ONER HAM LTON:  Thank you, M.
Li neberger, for a very informative report.

MR. LI NEBERGER: Thank you.

CHAI RVAN FLEM NG Any ot her questions?
Conm ssi oner Mtchell?

COW SSI ONER M TCHELL: Good to have you
with us, M. Lineberger. W appreciate it, very
informative, and all of Duke, we're glad to have
you W th us.

My first question, is there any conflict
between the interests of Duke's North Carolina
operations and Duke's South Carolina operations?
Have you experienced that? Are there any
conflicts that your group, that have arisen
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t here?

MR. LI NEBERGER. No, sir.

COMM SSI ONER M TCHELL: None what soever ?

MR. LI NEBERGER: None whatsoever. And this
relicensing effort really solidified that. W
have, Duke, for 100 years, has operated this
project as a systemregardl ess of boundaries, and
when we were in that negotiation wth those other
fol ks, they really took this on as a regional
effort and not a oneupsman kind of thing, so |
was really pleased with that.

COWMW SSI ONER M TCHELL: The ot her question
have is about the IBT, the Interbasin Transfer
Certificates. Let's suppose that you have a
certificate that's been granted in North Carolina
or South Carolina, and that flow doesn't need to
be the sanme, suppose sone industries have left.
What happens then? Who has the right to go back
and, as | believe Comm ssioner Ham | ton brought
up, any new resources as far as new devel opnent,
how does that work?

MR. LI NEBERGER: Are you tal ki ng about
basically the reapportionnent of sone water that
at one tinme was granted under an |BT but the use
i's gone?
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COWMW SSI ONER M TCHELL: Absolutely. That's
what |' m aski ng.

MR. LI NEBERGER: Yeah, that woul d be
sonething in North Carolina that the North
Carol i na Environnmental Mnagenent Conm ssion
could take up, and |I believe that that
| egi sl ati ve change that occurred in August of 'O07
accounted for that. You have to do annual
reporting of how much water you're actually
transferring versus how nuch you were permtted
for, and if you're not, over tine, using what you
got permtted for, you nmay have your approved
transfer reduced. So then that is, in theory,
water that's avail able for sonebody el se's use.
You can al so, obviously, buy a water system or an
industrial outfit and buy their certificate
basi cal | y.

COW SSI ONER M TCHELL: All right. Are
there any other utilities in South Carolina
involved in this process that you' re nentioning
as far as being part of this Commttee?

MR. LINEBERGER. O the Water Managenent
G oup?

COW SSI ONER M TCHELL: Right. You nanmed a
ot of them and | didn't particularly hear any.
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Are they?

MR. LI NEBERGER: Yes. The Catawba River
Water Treatnent Plant is a, it's a Special Use
District that's owned jointly by Lancaster Water
and Sewer District in Lancaster County, and by
Uni on County, North Carolina. And they are on
t he Water Managenent G oup, and their
representative, Mke Bailes, is also the At Large
Director on the Board of Directors for WMa The
City of Rock Hill is on the Water Managenent
G oup, and the cities of Canden and the Lugoff
El gin Water Authority are on that. Also the
Chester Metropolitan District in Chester County,
anot her Special Use District, is on the Water
Managenent Group. And those are all of the large
wat er intakes in South Carolina that depend on
the storage in the hydro projects, so they're all
t here.

COW SSI ONER M TCHELL: Good. Thank vyou.
That was very inforned.

CHAI RVMAN FLEM NG Yes, Comm ssi oner
VWhitfield.

COW SSI ONER WHI TFI ELD: Thank you, Madam
Chai r man.

Good norning, M. Lineberger.
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MR. LI NEBERGER: Good nor ni ng.

COWM SSI ONER WHI TFI ELD:  Thank you for that
informative report. | want to followup a little
bit on a question that Conm ssioner Ham | ton had
addressed to you about econom c devel opnent
and potential econom c devel opnment on the | ake,
and | believe you answered his question in that
regard, but | saw sonething in the | ast week or
two, an article concerning your Conprehensive
Rel i censing Agreenent, and | can't renenber
exactly where | saw it or what it was, but it had
to do with sonmething about you all may have to
purchase back sonme of the, | think |I read
100 mles of shoreline.

And anyway, could you expand a little bit,
or maybe tell us a little bit about what that was
about and where that's headed.

MR. LINEBERGER. Sure. | think what you're
referring to is the Draft Environnmental | npact
Statenment that FERC issued. It had a |ot of
recommendations in it. Mst of those were
consi stent with our Relicensing Agreenent, but
there were a few that weren't, and what you're
tal king about is one that was not consistent with
that agreenent. |In that draft IES, they are
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suggesting that we should buy back a 50-foot w de
hori zontal strip around the entire project, and
you' re tal ki ng about | akefront property, and
there's 1,700 mles of shoreline, and a | ot of

t hat shoreline has houses on it.

COMM SSI ONER WHI TFI ELD: | believe | saw a
nunber, sonething like two billion dollars it
woul d cost; does that sound right?

MR. LI NEBERGER: Yes, sir, that's the
nunber. That's Duke's nunber, but it's our
estimate, and it's realistic of what that woul d
cost. And we're in opposition of that,
obviously. W have a solid shoreline nanagenent
program \What that basically is is a, if that
came to be, and we had to do that as part of the
new federal license, that's basically the federa
governnment saying they need to be in the zoning
busi ness on that 50-foot strip around those
reservoirs. And we don't believe that's so. W
don't believe our conpany should be in the zoning
busi ness of private property. Certainly it would
be a cost inpact to us and to our electric
customers, because we have interacted with all of
t hose | ocal governments that have the buil ding
permt progranms and the | ocal zoning authority,
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we're coordinated wwth them W're not going to
i ssue dock permts in the | ake part that we
control for a piece of property they can't ever
have a house on it per the local zoning
requi rements. And we're actually, as part of the
Rel i censi ng Agreenent, signing formal Menoranduns
of Agreenent with all those local entities that
will put down on paper how we do this
coordi nation that we've been doing for years.
W're just going to formalize it now So that's
one of the things we feel very strongly is
unnecessary. It's not a requirenent yet by the
FERC. That draft EIS just says here's what we're
t hi nki ng about. W have comented heavily on
that, and we hope in the final EI'S, the FERC
staff will consider the record that's being
created for this public process. The record does
not support that recommendation. So we hope the
FEI'S, the final docunent, will not include that
init.

COW SSI ONER WHI TFI ELD: Thank you, M.
Li neber ger.

CHAI RVAN FLEM NG.  Conmi ssi oner Cl yburn?

COMM SSI ONER CLYBURN: | wanted to ask
about, you nentioned the stakeholders, in terns
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of comng to consensus as it relates, in terns of
relicensing process, but you said consensus. You
did not say that it was a hundred percent

unani nrous. Can you give ne a feel, if it's not
too troubl esone for you, sone of the pushback
that you m ght have gotten from sonme of the
parties? Wat were the points that sone of the,
that did not bring that to 100 percent?

MR. LI NEBERGER: Sonme of the folks,
basically, there were 15 parties that were
eligible to sign the Relicensing Agreenent but
chose not to. And they had, those fol ks had a
| ot of varied reasons for why they chose not to
sign. Most of themactually shared what those
reasons were. There were a few of themthat
didn't say why they didn't sign, they just chose
not to. But sone of the reasons given were, you
know, these | akes store water so, and certain
times of the season and over certain tines of
years, the flowin the river will be greater than
or less than what natural flow would have been
wi t hout the dans there. Sone of the fol ks that
participated in what's called Run of River
Operation, which basically neans, in the FERC s
worl d, at any instantaneous tinme, whatever's
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comng into that |ake has to be | eaving that
| ake. So it takes away the entire advantage of
having a lake in the first place. You build a
| ake to store water, and sone of those folks
wanted the Run of River operation, which would
have been made it nuch nore difficult, not only
to run the steam plants and industries and water
systens that depend on it now, but certainly to
grow. We had to have that storage. So the
people that really felt Iike that was their
mar guee i ssue, they couldn't agree with the
Rel i censi ng Agreenent. Sone other things, the
poi nt that Comm ssioner Whitfield brought up
about the shoreline buffer, that was the marquee
i ssue for some folks. They really wanted Duke to
have to do that. And that's not part of the
agreenent, so they felt like they couldn't sign.
I"mtrying to think of others that were
shared -- oh, one that was fairly unique, the
Sout h Carolina Departnent of Health and
Environnental Control participated throughout the
st akehol der team process, participated on the
study teans, they were very active, but they felt
i ke, because they had to ultimately issue a 401
Water Quality Certification on the project, that
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because of their unique role, they just could not
sign this Relicensing Agreenent, although we
built into the agreenent plenty of outs for |ocal
governnent entities to sign the agreenment but
still reserve all their statutory rights and
responsibilities. But they felt |ike they
couldn't sign, so they didn't sign

COWMM SSI ONER CLYBURN: | was going to ask,
that's a perfect segue, | was going to ask you,
out of those fifteen, how many of those were
Pal netto State entities?

MR. LI NEBERGER: Sout h Carolina DHEC which
menti oned, the Coastal Conservation League was
one of those. Sonme of themare, their office is
| ocated in South Carolina, but I wouldn't
necessarily call thema South Carolina entity,
such as Anerican R vers. Their office is here in
Col unbi a, but they're a nationw de organi zati on.
There were sone private citizens, sone of those
that lived along reservoirs. |I'mtrying to think
if there were any, there were a couple of
homeowners on Lake Wateree that did not sign
al t hough both of the | ake-w de honeowner
associ ations down there did sign the agreenent.
I"mtrying to renmenber -- the Catawba River
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Keeper did not sign the agreenent, and that
organi zation is North and South Carolina, it's
t hr oughout those.

COWMM SSI ONER CLYBURN: My | ast question is
based on, you nentioned the new North Carolina
| BT law, |I'm wondering -- that has been in effect
for just shy of two years -- have all of the, are
all the appeals, everything is exhausted as it
relates to that? That is done?

MR. LI NEBERGER: Yes, ma'am

COWM SSI ONER CLYBURN: |' m wondering, you
made nention that a couple of things that | wote
down, it's nore difficult to get an | BT approved
because of that, and that you thought that, |
quote, a nore neani ngful opportunity for South
Carolina and South Carolinians, or South Carolina
and others to participate in any of the future
application process. Can you give ne a feel how
South Carolina, in ternms of our |eadership, what
do they feel about the new |law? Do they share
your enthusiasmas it relates to--

MR. LINEBERGER. |'m not sure they do. |
haven't heard one way or the other fromthe key
fol ks in South Carolina how pl eased or not they
are with that new law. | would think that
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anybody, though, that has a concern about
i nterbasin transfers should at | east be sonewhat
pl eased with that |aw, because it has so much
nmore public process in it now, so nmuch nore
opportunity.

COWM SSI ONER CLYBURN:  Thank you, and thank
you, Madamr Chair

CHAI RMVAN FLEM NG Are there any ot her
questions?

| wanted to go back to those fifteen
entities that didn't sign. | know you nentioned
a nunber of them | believe there's another
investor-owned utility on the Catawba River in
South Carolina. Wre they a part of this group?

MR. LI NEBERGER: Yes, WMadamr Chairnman, they

CHAI RVAN FLEM NG Were they one of those
that did not--

MR. LI NEBERGER: They signed the agreenent.

CHAI RVAN FLEM NG They did sign it?

MR. LI NEBERGER. Yes, ma'am They signed
the agreenent. They have the Wateree Steam
Station, which is about 72 ml|es downstream of
our last dam Lake Wateree, but the flow regi nes
that we're providing protect their resource; they
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signed. International Paper also, which is
| ocated down in that Eastover area, they
partici pated and si gned.

CHAI RVAN FLEM NG Okay. And when the
Attorney General, | believe, said that there were
al l egations that South Carolina concerns were
stonewal | ed by the Environnental Managenent
Comm ssion in North Carolina, can you shed a
little Iight on that?

MR. LI NEBERCGER: | believe what he's
referring to is the concerns that South Carolina
expressed to North Carolina to the North Carolina
Attorney CGeneral, I'mnot sure if they expressed
themdirectly to the EMC in North Carolina, but
it was about the Concord Kannapolis Interbasin
Transfer Certification, when that thing was still
bei ng evaluated by the North Carolina Depart nent
of Environnment and Natural Resources, prior to it
going to the EMC for a decision, | think he
expressed a | ot of concern that South Carolina
wasn't being, the interests in South Carolina
weren't being considered on the sane | evel as
North Carolina to the Attorney General. But that
whol e | BT process, permtting process, that's not
Duke's. That's the State of North Carolina's
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process.

CHAI RVAN FLEM NG Right. | understand
that, but with this Relicensing Agreenent and the
group that you've put together, it sounds like it
woul d have sonme input into that.

MR. LINEBERGER: Yes. Here's howit would
happen if a new | BT was proposed to w thdraw
water fromof these eleven reservoirs that this
Cat awba Wateree Project is conposed of. |If they
were going to withdraw that water and put a water
intake in our lake to do it, they would have to
go through our Lake Use Permtting Process.
Consultation with a bunch of |ocal governnents,
state agencies, and cultural resource agencies,
the Catawba Indian Nation, all of that would have
to occur, but in that process, they would al so
have to cone to that Water Managenent G oup and
explain why they needed that interbasin transfer,
why they needed that water intake in the | ake,
justify the public need for it, explain what the
options were that they |ooked at that would be
| ess inpacting to the Catawba, and answer
gquestions of the nenbers.

Now, the WAter Managenent G oup itself woul d
not file coments in that Lake Use Permt, but
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t he individual nenbers would. Those individual
menbers, it's a convenient forumto cone
basically answer to the other fol ks that your use
m ght inpact why you really need it. And then
t hose individual governments and Duke that are
menbers of the Water Managenent Goup could file
comments on that Lake Use Permt and the
I nterbasin Transfer Certificate that they woul d
have to get fromthe state. So no IBTs in the
future, no way are they going to sneak up on
anyone, and the process is going to be |engthy,
and you're going to have to do your honmework, and
you're going to have to know that's the right
reason the have an interbasin transfer in North
Carolina. There are interbasin transfers in
South Carolina as well, and really, the new | aw
in North Carolina is nuch nore heavy on the input
and process than the lawis in South Carolina.

CHAI RVAN FLEM NG Okay. And | wanted to go
back to this FERC suggestion, | guess we would
call it, that you, | thought it was undevel oped
| and that they had wanted you to purchase?

MR. LI NEBERGER. Well, it depends on how you
read their draft Environnmental |npact Statenent.
They nentioned those sane conmments in two or
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three places, and those were one of the sets of
comments that they really had some quality
control issues with. They don't read the sane
from page to page, but it's talking about the
same thing. So there's sone cleanup work the
FERC needs to do with their docunent in that case
and others. Even if it was just the undevel oped
pi eces though, you're still talking about
hundreds of mles of shoreline property that
they' re not maki ng any nore of.

CHAI RVAN FLEM NG And coul d you clarify
again why they nade this request?

MR. LI NEBERGER: There were coments in the
earlier stage of the FERC relicensing process
that were nmade by parties that didn't sign the
Rel i censi ng Agreenent that just suggested, well,
there needs to be a buffer here because there are
shoreline buffers at a lot of other projects in
the country. So it was kind of a, there just
shoul d be, rather than well, where is the rea
benefit of doing that, and does the benefit
out wei gh the cost. And that's where we are. The
benefit of doing that on this project does not
out wei gh that cost.

CHAI RVAN FLEM NG  Well, it certainly seens
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like, I know we've heard about this group getting
together for the Relicensing Agreenent, and |
commend you all for being very involved in
bringing so many people together to build
consensus for that.

MR. LI NEBERGER. Thank you very nuch.

CHAI RVAN FLEM NG Thi s has been very
i nformati ve.

Are there any other questions?

(No response.)

| f not, thank you once again for this
i nformation.

MR. LI NEBERGER: |'ve got sone brochures
here. They give you a little nore detail about
what's in the Relicensing Agreenent itself.
There's also a sheet in the back that tells you
about the inportance of that forgotten generation
source, hydro power, to the Carolinas. And
there's also a | ake by | ake sheet if you have an
interest in a particular |ake that says what wl|l
be new and better for that |ake because of the
new Rel i censi ng Agreenent.

Thank you again. Thank you very mnuch for
listening to ne today and listening to me go on,
but this is sonething that's very inportant to
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our conpany and the region, and I'mgoing to turn
it back to Brett now.

MR. CARTER: Thank you. G eat questions,
and as | said, we're going to hit the facts, we
were just going to go over the facts. Again,
it's a very enotional conversation

We're going to nove quickly to a discussion
on cyber security. One of the things that I
wanted to pass around to you was, just to kind of
set the stage is, it's actually a pen. It's a
pen that Duke purchased, and it's just an exanple
of how preval ent the technology really has
becone. This particular pen actually has a screw
cap on it, and underneath, it has a USB port that
plugs into a conputer, and it's a hard drive.

And one of the topics on this particular piece is
i nformation security.

Over the past ten years, obviously, cyber
security has grown in prom nence and
significance, in our industry especially, with
the facilities that are supporting the grid.

Qobvi ously, the nmedia has gotten ahold of this,
and the general public is very interested as
well. We've been at this for a very long tine,
Duke Energy, in protecting data. Today, we

Missy Graczyk, Court Reporter

128 Laurel Branch Way * Columbia, South Carolina 29212
(803) 528-0022 * MissyCR@bellsouth.net

49




50

wanted to review the history of the control
systenms and cyber security. W're going to talk
alittle bit about the current state of the
control processes and the control systens, the
change drivers that have inpacted control systens
today. It's gone through quite a netanorphosis
as our systens have becone a | ot nore integrated.
Qur Duke Energy strategy for managi ng cyber
security and noving forward, basically the
central message is that Duke Energy has been at
this and will continue to be commtted to
protecting our critical assets in the interests
of our custoners and sharehol ders. And Sam

Hol eman's here to kind of wal k us through
presentati on on cyber security, and we'll have
time for questions after Sam covers that.

MR. HOLEMAN:. Thank you, Brett. Good
nmor ni ng, Madamr Chai rman and fell ow Comm ssi oners.
We appreciate this opportunity.

W would like to talk a little bit about an
hi storical perspective on control systens and on
cyber security. |If you |look at the systens we're
tal king about, they are typically associated with
control roons in generation plants in the current
state and | ooking back into the 80's and the 90's
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and the control centers associated with
centralized control operations. You're talKking
about control room operators that had typically
in the past worked in generation stations, and
system operators who work in these centralized
control centers. And if you look at it froma
hi storical perspective, going back to the 80's
and the 90's, these systens were very isol ated.
They were very insular in their approach. They
were based on proprietary software and hardware.
They were built around a concept of
self-containment. And in all that built into
the reality at the tine, there was very little
connectivity, there was very little
interoperability, and there were significant

| evel s of manual processes versus autonmated
processes. And because of this insular kind of
sel f-cont ai ned approach and design, the risk of
cyber and physical attacks were limted. |If you
| ook at the picture here, kind of our version of
a Maytag repairman, this security guard was
typical of the way we approach physical security
in the 80's and 90's, because that was all you
needed. The conputer roons were typically right
next door to the control center or the control
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room there was very limted, if any, renote
access built around these processes in the 80's
and the 90's. If you needed to conme in and do
work, or if you were in the control room yourself
as an operator, you had to be there. There was
very limted renote access. You had to be there
tolog in. And so typically, both the cyber and
t he physical security approach were pretty mnuch
guards or limted card access because of the

i nsul ar and isol ated nature of these systens.

And so, that was the historical perspective from
the 80's and 90's.

Now, as you transition to the current

state -- and | think, Catherine, you can kind of
click in -- as you transition to the current
state, and this graphic here nore illustrates

froma functional perspective, we have had
significant change. Froma functional
perspective in the 80's and 90's, pretty nmuch the
focus was on a singular function that was control
area operations. Recently, NERC has delved into
a nore granul ar approach to functi onal

assi gnnment. And, because of the nature of the
mar kets and the operation of the system we are
much nore involved in interoperability,
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connectivity and real tinme exchange of
information. 1In the past, our exchange of
information was pretty nuch limted to our
nei ghboring utility conpanies, and it was
typically over infrastructure that was owned and
operated by that conpany, neters incl uded,
Tel ecomincluded, and it was a | ot of phone-based
communi cati on that was al so on dedi cated, conpany
owned and control |l ed assets.

In today's world, we're nuch nore networked.
We' re much nore about exchanging information in
the real tinme; that's been driven by the needs of
the market and the needs of the system And so,
if you | ook at this graphic here, Duke and the
Carolinas perfornms one of several functions.
We're a bal ancing authority, we're a reliability
coordinator, we're a transm ssion operator, we're
a generation operator, we're an interchange
authority. Al of these things in the current
state have specific perfornmance expectations and
specific conpliance requirenents. And so, the
world we operate in today is much nore built
around connectivity, there's nuch nore autonation
built within the processes, and there's a nuch
nore focussed use of commercial software. So
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we' ve gone froma proprietary world and insul ar
world, a self-contained world, to a world where
we' re much nore connected. There's much nore of
an enphasi s on redundancy and backup capability
than there was in the past, and we're nuch nore
tied to each other. It is a nuch nore conplex
wor | d.

Now, all of the benefits of connectivity, of
realtime data exchange, of the ability to be
ni mbl e and quick in the way you operate the
system along with that cones an increased
exposure to cyber and physical threats. And |
think you've seen in the nmedia, there's been a
| ot of attention paid to that, and that kind of
formed the genesis of the devel opment of cyber
security type standards and conpli ance
expect ati ons.

There's al so been sone very significant
external drivers that have inpacted not only our
country, the world, but certainly the utility
industry and the electric sector, the first being
approximately ten years ago, and that was the Y2K
event. The transition at Y2K was an exanpl e of
how we could collectively work together to
successfully manage this. It did introduce into
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t he public consciousness, | believe, this concept
of critical infrastructure of cyber and physical
security and the idea that there are a | ot of us
t hat depend on these critical infrastructures.

Now, that was a positive experience. W
were able to manage through that, both in the
prep work and the actual inplenentation and in
the foll owup work. That was quickly followed up
with the events of 9/11, very significant
consequences to our country and the world, again
hamering honme that point of critical
infrastructure and the inportance of protecting
that critical infrastructure. That was foll owed
up, and we don't have it on here, but that was
followed up with the events of August of 2003,
t he Northeast blackout. All three of these
events were broad-based, very significant events,
that really hanmmered honme a concept that those in
ot her industries have had for a long tinme, and
that is, to a certain degree when it cones to the
critical infrastructure around the electrical
services, we are hostages of each other.

In the nuclear industry and the airline
industry, there's a recognition that a weakness
or a perceived weakness in any one of us is a
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weakness or a perceived weakness in all of us.
And so, we're kind of collectively trying to
manage this risk. In addition to that, you all
have seen in the nmedia various reports of viruss
and hackers getting into other industry systens
and creating sone degree of havoc. You've al so
seen in the press recently issues of identity
theft and confidential information being
conprom sed. So that's the reality of the world
we live in, and we do live, as Brett showed you
with the USB port in the pen, we do live in a
wor | d where speed, where connectivity has al nost
becone part of our culture.

Because of these incidents and because of
the nedia attention, that has driven |egislative
and reqgqul atory changes. |If you look at the world
we operate in now, you' ve got the Departnent of
Honel and Security that is obviously focused on
National Infrastructure Protection. W're
engaged in activities there. You' ve got the
Nucl ear Regul at ory Conm ssi on, who's obviously
focused on the nuclear assets and public safety
there. In our world, in the operations world,
you' ve got FERC, Federal Energy Regul atory
Commi ssi on, who has established the Electric
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Reliability Organization, there's NERC, North
Anmerican Electric Reliability Corporation, and
their local enforcenent entity is the Regional
Reliability Organization, which is the SERC
Reliability Corporation

So we've gone froma conpliance regine in
the 80's and 90's that was built upon common peer
pressure and kind of comrunity support to doing
the right thing to a conpliance regi ne today that
is very nmuch built on structure. You' ve got FERC
di recti ng NERC who puts the conpliance and
enforcenent responsibility locally to SERC, and
in the cross-hairs of that is the industry of
whi ch Duke Energy is a part of. As | nentioned
before, we are a reliability coordinator, we are
a bal ancing authority, we are a transm ssion
operator, we operate generation, we own and
operate generation and transm ssion, all of those
have growi ng and expandi ng specific requirenents
around performance, and specific requirenents
around conpliance. So it's very nuch a changing
world for the electric sector.

NERC and its response to a |lot of these
events going back all the way to Y2K, 9/11 and
bl ackout, the concept of critical infrastructure
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protection standards ki nd of evolved over the
| ast ten years. And these CIP standards, as
they're referred to in the industry, are out
there now And if you | ook at what they're built
around, they're built around the application to
control center substations and generation plants.
And we'll talk in a mnute about the phased in
approach to that. They were FERC enforceable, we
are already in our conpliance regime where audits
are taking place, both regularly schedul ed and
spot audits, and the reality of it is, since June
of 2007, non-conpliance will result in nonetary
penalties. So you've got mandatory standards in
pl ace with nonetary penalties for nonconpliance.
Now, the nature of these CIP requirenents
are around the identification of critical assets.
That's personnel screening and training -- and
this is a big issue; this is the issue of trying
to make sure that the people that have access,
that need access to do their jobs, are allowed to
do their jobs. But the people that don't need
access or are ill-intended, who are trying to
make unofficial, unauthorized access are stopped.
So that's a major training effort for a |arge
popul ati on of people.
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Access control, same thing, 24 by 7 focus on
al l owi ng those that need access in, preventing
those that don't fromgetting in. You' ve got
I nci dent Managenent and Di saster Recovery.

D saster Recovery and I ncident Managenent are al
about redundancy, the ability to withstand the
unf oreseen contingency. The conpliance tineline
for the CIP standards, we began a phase-in
approach in 2006. This will conplete in 2010
under the current formation of the standards.
Control centers started in "09. This will expand
to bulk electric system substati ons and
generation plants in 2010.

The point of the CIP standards is that they
have just begun, we're in the begi nning phases of
i npl enentation now, we're actually, they're
i npl emented now. And the anticipation is, these
wi || expand from a popul ation of control centers
that are centralized across the country to bul k
el ectric system substati ons and at generation
stations over the next couple of years. One of
the nore interesting pieces of this is the
identification of critical assets. And that's an
evolving focus. W're just in the beginning
stages of it, and it typically includes, based on
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the standard, things |ike control centers and
backup control centers. And this is that concept
of being prepared, doing your job in the current
state, but being ready, positioning yourself for
what m ght happen, the ability to go to a backup
center, the ability to go to backup procedures.
It al so would include transm ssion substations
and generation resources that support the
reliable operation of the bulk electric system
That coul d possibly include Blackstar units that
hel p you respond to systemrestoration, which is
the third point, and then finally, those system
facilities that are critical to automatic | oad
sheddi ng.

The conpliance effort inits current state
is large, and it's significant, and the
anticipation of the industry is that it wll
expand as we nove forward. And the
i npl ementation, this is an interesting point,
generally in the area of skills set that are
available to us, this is a relatively new skills
set, this concept of cyber and physical security
and being able to position yourself against what
m ght happen. It's in high demand, and that's
going to be an area as we nove forward to nmake
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sure we have the right people to hel p us nmanage
this chall engi ng situation, because the fact of
the matter is, the people that are trying to
cause harm are very adaptable, and they're very
bright. So the industry will have to stay ahead
of those folks to prevent these situations from
happeni ng.

What is the Duke focus here? And as Brett

said, we've been about this for as long as |I've
been enpl oyed at Duke. Ganted, in the 80's and
the 90's, it was a sinpler world, it was a |l ess
exposed world, but we've al ways been focused on
protecting the assets and the interests of our
custonmers and our sharehol ders. Wat we're

doi ng, and we've been doing it, w're trying to
weave into every aspect of our operation, this
concept of cyber security and physical security,
asking those questions |ike do you need access to
this facility, have you been cl eared, have you
had your training, have you had your screening,

ki nd of devel oping a culture of conpliance focus
around cyber and physical security. W are very
engaged with industry activities and

col l aborative efforts. W're very engaged in

trying to find out what other people are doing.
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I f they' ve got a better nouse trap, we at |east
want to consider that nousetrap for
i npl ementation in the Carolinas at Duke. W are
very actively engaged, seens |like alnost in the
realtinme and every day, wth making sure our
tool s and our technicians, our enployees and our
t eammat es under st and where they're at, understand
what's expected of them and are aware and al ert
to their situations around them

A lot of tines, cyber security and physi cal
security is a lot |ike safety. You need to be
situationally aware to what's around you. And
that's another termthat we use a lot in
operations, situational awareness. It also
applies to other industries. It applies to the
airline industry, it applies to the nucl ear
industry, it applies to the mlitary. And in our
world, it kind of extends to, you need to
under st and where you' ve been, you need to know
where you're at, and then you need to position
yourself to be able to withstand the unexpect ed.
And historically, that's been about, in the
operations world, equipnent, systens, flows,
things like that. |In today's world, what we're
finding is that perspective is expanding to cyber
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security and physical security. So as we grow

withit, we will continue to focus on that. W
will continue to nove forward, and then

obvi ousl y, staying ahead and stayi ng up-to-date
on potential threats and security risk as they

devel op from a national perspective and from an
i nternational perspective.

One interesting concept that we deploy a
lot, not only in physical and cyber security, but
even in operations, and it's used in a |lot of
ot her industries, especially, and froma mlitary
perspective, is this "defense in depth" approach
And there's a |lot of technical nethodol ogi es and
equi pnent used to acconplish this, but it
i nvol ves intrusion detection, nmultiple firewalls,
and we can go on down that |ist there w thout
getting into a lot of details, but I'll show you
one thing that is commonpl ace at Duke, and this
is one of these FOB things. Found out on the
internet that FOB really doesn't stand for
anything. [It's an acronymthat goes back to the
1800' s around pocket watch chains and things that
peopl e used to carry on their pocket watches.

But if you |l ook at that diagram down below, this
is an exanple of a "defense in depth" approach to
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cyber security. It could just as easily apply to
physi cal security. The concept is you set up
mul ti ple set points or check points to insure
that the people that get through it are supposed
to, and it stops or prevents the people that
aren't supposed to get through it from passing.

And you'll see here, there's nultiple levels
of that. This FOB here allows nme to get where
| " m supposed to get, and it prevents nme from
getting where |'m not supposed to get. It allows
folks to log in and get in renotely, which in our
culture today is often encouraged.

And so, it's an accommodati on or recognition
of we live in a wrld today that is nmuch nore
connected, it is nmuch nore network based, but
that doesn't alleviate us of our responsibility
to protect the assets from cyber and physi cal
t hr eat s.

And so, we're also very involved in 3rd
party reviews of our security practices. W go
t hrough the procedures and the disciplines of
testing our systens off |line, both with using
internal experts and contracted experts to see if
they can hack into our system to see if they can
conprom se our systens in the off-line node.
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That's a commopn practice in the industry, it's a
conmon practice in other industries.

Getting into our vision, we are very
focussed on protecting our critical assets. It
has been, it is, and it will continue to be one
of our core responsibilities to our custoners and
to our sharehol ders. The challenge with this
particul ar aspect of operations, and that would
be cyber and physical security, is that we're
going to be challenged with adapting to the
strategies and the tactics of the adversary,

t hose people that are trying to get into our
system and cause harm W are very engaged in
nati onal coll aboration, Departnent of Honel and
Security, obviously, EPRI is very engaged in this
activity, FERC and NERC, as far as the regul atory
side, are very engaged, and the Nati onal
Institutes of Standards and Technol ogy, they're
very engaged in these issues, and we are very
engaged in those col |l aborative efforts. And then
there's the ongoing discipline of making sure our
teammates are trained and our contractors are
trai ned and understand the expectations in
managi ng that continual process of being vigilant
and st andi ng ready.
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M5. HEIGEL: W need to correct the typo on
the slide. NERC does not stand for Nucl ear
Regul at ory Conm ssi on.

MR. HOLEMAN. Onh, yes. It is the North
Anerican Electric Reliability Corporation, that
is correct.

M5. HEIGEL: | apol ogize for that.

MR. HOLEMAN: Thank you. At this point, we
will open it for questions.

CHAI RVAN FLEM NG Conm ssi oners? Yes
Commi ssi oner Cl yburn?

COWM SSI ONER CLYBURN: You nade nention of

personnel issues in terns of -- |I'mwondering
whet her or not, | know you, on the -- |I'm
famliar with some of the -- on the nucl ear side,
on the other side of this -- well, originally,

it'"s not the other side of this. You' ve got

col l aboratives with sonme of the Institutions of

Hi gher Learning. |'mwondering, as it relates to
this particular subset, whether or not the sane
holds true. \Were are you getting personnel, and
going forward, what are your plans as it rel ates
to that wwth either an ageing or a work force
that needs to be retrofitted so to speak, present
conpany excl uded.
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MR. LINEBERGER: | can kind of resenble that
remark, but | appreciate it, Conmm ssion Cl yburn.
Qur reality in the engineering world, generally,
not just specifically to the cyber security kind
of world, is that we're facing that chall enge of
finding the skills set we need in noving forward,
and Duke is very engaged with Institutes of
Hi gher Learning, both in the Carolinas and in the
M dwest and attenpting to foster that
relationship with the universities in those
areas. W're going to need the bright, the next
generation of engineers, technicians, conputer
scientists that can help us manage this, and |
know we' re engaged with universities in our
footprint, and other collaborative efforts |ike
P- SERC, which is a collection of university and
i ndustry col |l aboration to identify and encourage
our students to get involved in these type of
areas.

And I'lIl also nention, | personally believe
it starts before college. It starts in high
school and m ddl e school, and we're engaged in
t he National Engineering Wek, where we go into
the mddl e schools and the high schools, and even
the latter years of elenmentary schools in sone
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cases, in attenpting to talk up this nationa
need and to engage the students and encourage
themto consider these nore technical fields for
their future endeavors. Now, it's a little, you
know, |'m doubting you're going to find a fourth
grader that's got the vision of where they're
going to be five or ten years ago, they could be
t he exception.

COW SSI ONER CLYBURN:  Well, ny niece
definitely has been saying the sane thing since
age seven, SoO--

MR. HOLEMAN: Coul d we get her nanme?

COWMM SSI ONER CLYBURN:  She's very -- in
fact, she's on line to be a Duke Schol ar.

MR. HOLEMAN: Congratul ations. But we're
very, we recognize that the situation, not only
us, but any engi neering technical based industry,
is going to be facing in the next 5, 10,

15 years, and we're trying to be proactive in
engagi ng the community, the students to consider
a technical career

COMM SSI ONER CLYBURN:  Thank you

CHAI RVAN FLEM NG Any ot her questions?
Conm ssi oner VWiitfield?

COWMM SSI ONER WHI TFI ELD:  Thank you, Madamr
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Chai r man.

Thank you for that informative report as
well. And I've got a letter | wanted to ask you
a question about. | don't know if you' ve had a
chance to see it or not, but it's fromthe NERC
Vi ce President and Chief Security Oficer,

M chael Assante, sent a letter in April of,

April 7 of this year to industry stakehol ders,
and in that letter, he requested that industry

st akehol ders, quote -- and | think it's on the,
near the bottomof Page 2 in ny letter -- it

says, and | quote, he asked stakehol ders to "take
a fresh conprehensive ook at their risk

met hodol ogy and the resulting list of CAs with a
br oader perspective on the potential consequences
to the entire interconnective system not only
the loss of assets that they own or control, but
the potential m suse of those assets by
intelligent threat actors." From hearing your
presentation, | can tell that you' re working in
that direction, but | guess ny real question to
you is, has Duke responded to this letter, or how
do they intend to respond to M. Assante's
request ?

MR. HOLEMAN:. Thank you, Conm ssi oner
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VWhitfield.

Yes, | think Duke is aware of that letter.
Just generally, and I'"mnot sure of the tineline
that Duke will be formally responding to the
process, but just in ternms of process, this is
kind of the anticipated, | guess, maturation of
this process. The reality of the situation is
the bulk electric systemis by and | arge owned
and operated by the larger utilities, and | think
t here have been sone, there's been an effort to
register a lot of the industry participants in
various, | guess, functional designations, and a
ot of the smaller entities have registered, and
| think we're still trying to get that right as
far as the industry goes. But | think what
you'll find is that a lot of the larger entities
have identified what they believe is their first
pass at critical assets. And that process wll
continue to develop. | think this will be part
of the standards devel opnent effort at the
nati onal |evel

The next phase wi Il be providing better
clarity around those expectations and
requi renents, and Duke obviously is a registered
entity in nmultiple of those functions, including
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transm ssi on operator owner, generator operator
owner. We will have to fine tune and respond to
that clarity that cones out of the standard
process which follows a specific reginen around
how you get industry feedback, and how you adj ust
the standards as they nove forward.

COW SSI ONER WHI TFI ELD: Thank you, M.

Hol eman.

CHAI RVAN FLEM NG.  Conmi ssi oner s?

COWM SSI ONER M TCHELL: | have one.

CHAI RVAN FLEM NG Yes, Commi ssi oner ?

COW SSI ONER M TCHELL: Thank you, Madamr
Chai r man.

How are you doi ng, M. Hol eman?

MR. HOLEMAN: Doi ng fi ne.

COWMWM SSI ONER M TCHELL: | had one, and it's
actual ly tal ki ng about Duke's efforts, and a
possibility of interest of other vertically
integrated utilities, and what is Duke doing for
t he Sout heast, as possible federal legislation to
i ncrease the federal governnent's role in
regul ati ng cyber security is being crafted, how
does Duke fit into that picture as far as how
it's protecting itself and other regul ated
utilities? Can you conment on that as far as the
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federal legislation that's com ng up?

MR. HOLEMAN: Commi ssioner Mtchell, | guess
| could conmment nore, and this may be at a deeper
| evel than you're expecting the answer to be, and
if it is, you can redirect the question, but I
think as far as the operational perspective, we
are very engaged in the standards devel opnent
processes. And that's kind of the details.
That's what's going to be expected of an entity,
but we obviously can't be involved in every
si ngl e standards devel opnent process, but the
ones we think are significant, we assign
i ndi vidual s that can sonetinmes represent Duke,
soneti nes represent sectors of the industry to
partici pate on those particular standard drafting
teans. Then we obviously actively participate in
the ballot process. W can offer feedback on a
particul ar standard, the Critical Infrastructure
Protection Standards are an exanple of those, and
we offer our feedback, and at the end of the day,
we do ballot as a part of the industry segnent.
So | think froma kind of a feet on the ground
perspective, we are actually engaged, so are the
other utilities in South Carolina, Santee Cooper
and South Carolina Electric and Gas, both
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actively engaged in those processes. You kind of
got to choose where you want to be engaged,
because there's a lot of activity going on in the
industry. But we are actively engaged in those
processes. |Is that--

COMM SSI ONER M TCHELL: That's sort of where
| am It's nore or less a joint effort? Ful
cooperation with the other utilities of South
Car ol i na?

MR. HOLEMAN: Yes, and what we typically do
is, because sone of these issues are very
significant and very broad, we attenpt to
coordi nate our opinions, our technical views on
this, both at the SERC | evel, Southeastern |evel,
and at the sector level. And there's a lot, one
of the observations on the ballot process, on the
standards process, it's simlar to what Jeff was
tal ki ng about, collaboration, it has driven the
collective need to tal k about issues, to voice
your opinions, to exchange ideas so that where
there is a common interest, that we present that
in an articulate way that's understood.

COW SSI ONER M TCHELL: Thank you very nuch.

MR. HOLEMAN: You're wel cone.

CHAI RVAN FLEM NG Are there any others?
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Yes, Commi ssioner Howard?

COW SSI ONER HOMARD:  Good afternoon. Do
you see federal legislation extending itself to
areas |i ke generation and distribution, do you
see there being federal jurisdiction there?
Those two areas | nmentioned have traditionally
been under state jurisdiction. Do you see that,
under the guise of cyber security, federa
governnent getting nore involved in generation
and distribution?

MR. HOLEMAN: That's an interesting
guesti on.

MR. CARTER: Are you tal king about from a
security perspective, Comm ssioner Howard?

COWMWM SSI ONER HOMRD:  Yeah, security, cyber
security, using that cyber security.

MR. CARTER: | think the Departnent of
Honel and Security has sent sone signals that they
woul d |'i ke a broader reach. You know, it's
interesting to watch how federal governnment has
been noving cl oser and cl oser to gaining sone
oversight with private industry. | believe that
there will be a push for, especially the
Departnent of Honel and Security, to have nore
i nput into how the distribution network operates.
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I f you | ook at what we just went through in
ternms of the interoperability of these systens,
it"s no longer a one facility type approach. |
mean, we are all integrated. |If one system
that's integrated with another systemis not
appropriately managed, it can bring down an
entire portion of a grid, so | think there wll
be a push for that. W haven't seen anything
directly related to that. Potentially, maybe
that Aurora event, that was sort of a positioning
pi ece. And of course, Catherine just pointed to
me that Obama is | ooking at appointing a cyber
czar if you wll, so nothing saying that they're
going to gain control, but | wll say that it
seens as though the federal governnment is getting
its hands cl oser and closer to controlling
physi cal assets such as that.

CHAI RVAN FLEM NG Are there any ot her
guestions? Comm ssioner C yburn?

COWM SSI ONER CLYBURN: M. Lineberger, |
wanted to, there was a question, and you answered
it, I just wasn't quick wth nmy handwiting, when
you tal ked about the Water Managenent G oup, you
also said that it was a dues paying entity. What
did you say in terns of that half a mllion

Missy Graczyk, Court Reporter

128 Laurel Branch Way * Columbia, South Carolina 29212
(803) 528-0022 * MissyCR@bellsouth.net

75




76

dollars, | think -- where did you say that went?

MR. LI NEBERGER. That Water Managenent G oup
has a five-year projects list, and it's a rolling
projects list so every year that goes by, we
hopefully conplete the projects we wanted to that
year and add another year's worth of projects.

But that noney is spent on those projects, all of
it.

COMM SSI ONER CLYBURN:  Affirm to ne a couple
that you said that--

MR. LI NEBERGER: One that -- and keep in
mnd that this group just officially fornmed in
Decenber of 2007, so it's fairly new, and being a
startup 501(c)(3), a lot of that first year was
eaten up in nmaking sure we had all our
adm ni strative processes in place -- but be that
as it may, one of the early projects was getting
a better network of groundwater nonitors
established in the Catawba Wateree Basin, and we
partnered with the Centralina Council of
Governnents and US Ceol ogi cal Survey to do that
over a period of three years. W only had three
groundwat er nonitors in the whol e Cat anwba Wt er ee
Basin to use data from So to a |large extent, we
really don't know much about the water that's in
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the ground, and that's connected to the surface
water. That groundwater is what is putting the
water in the streans when it's not raining, so
it'"s really inportant to know what's down there.
And we have initiated that project installing new
groundwat er nonitors so that at the end of that
three years, we'll have ten in the ten different
geol ogi cal belts that occupy the Catawba Wateree
Basin. So we'll have a start of being able to
get good data about groundwater.

We are also, right now, we have a consultant
wor ki ng on an independent eval uation of safe
yield of this project, and that's a technical
term but it's a calculation that's done to say,
how much of this water, how nmuch of the bank
account can we really count on for the long term
even if we have difficult droughts again. How
much of the water can we count on? W did an
eval uation of that in the relicensing process,
we're getting a consultant to | ook at other areas
of the country, and really the world. A lot of
wor k has been done in Australia around this.

But | ook at the nethodol ogy we used, and see
if it was, in fact, nost appropriate for the
basin, or there's another way to | ook at that
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risk related concept. The project that I

menti oned about determ ning, you know, if we were
going to add storage, how nmuch would you need to
add to inprove that safe yield, that's one of
those projects as well, and we're al so just
getting underway a benchmarking study to | ook at
dermand si de managenent techniques that are being
applied at other places in the country to see
whi ch ones of those would be a good fit for the
public water systens that supply water out of
this project so that we can all be nore
sufficient at our houses about how we use the
wat er .

COW SSI ONER CLYBURN:  Thank you.

CHAI RVAN FLEM NG Okay, let's get back to
the cyber security issues. And |I'm not sure,
|"ve just heard on the radio this norning, but I
wasn't |istening closely enough at the tine to
catch up, but | believe, is the cyber czar going
to be announced today? Was that what | heard?
It's very imm nent fromwhat | understood.

MR. CARTER:. No, | was going to say that the
expectation that it's going to be announced
fairly soon; | don't know the exact timng of
t hat announcenent.
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M5. HEIGEL: | also had the inpression it
was going to be later today, but you know, |
don't know t he answer.

CHAI RVAN FLEM NG But one of the comments
they said in the studies, one of the reasons
they're doing it is that they studied the system
including the grid systemas well as conputers,
all of the network systens, and their grades were
bad and very bad. And this was their reason for
doing that. So |I'mjust saying that to go to, |
know t hat Duke is very involved in all the
groups, N ST and EPRI and NERC and all, and I
understand, |'ve heard that Duke is really one of
the | eaders in that area. There have been very
positive comments that |'ve heard on the nationa
| evel. But being involved in a group that's
dealing with bad and very bad standards at this
time, what do you see as your biggest chall enge
in working with these groups to increase the
standards to the level that they need to be?

MR. CARTER. | will say this nuch. In terns
of the grades that they're using, it's hard to
determ ne exactly how they' re creating the
grades. | know that banks are pushing back on
the stress tests that they're using in
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determ ni ng how nmuch capital they need.

When | think about where we probably have
the worst grades is the intelligence built into
the network, the intelligence that we have in the
Carolinas is probably sone of the nobst advanced
intelligence in terns of the distribution network
itself. And that's the one way neter
communi cati on devices. Wen we start to nove to
Smart Gid technology, there's nore data points
of information that we're going to need to
capture, we're going to need to depl oy new
devices on the systemso that it's nore
intelligent in terns of being able to correct
itself when there's outages, being able to
communi cate back to the various control centers,

and | think those are where we're probably having

our, I'Il just say the bad gradi ng aspect of
things. It's just the intelligence of this
system | would also think that they are

probably pulling in the fact that, if we're

| ooki ng at spending billions and billions of
dol l ars on renewabl es, that the transm ssion
grids that are in place today are not actually
capabl e of delivering that power to where it
needs to be.
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So, you know, we've seen a |ot of
transm ssion grids announced that are in the tens
of billions of dollars, and they are being pl aced
in odd pl aces because of where the renewabl e
energy is going to have to be |ocated, North
Dakota and such. So there's a couple of
different avenues, | think, that we're going to
have to really | ook at.

There's a lot of dollars on the table when
you're looking at a nulti-trillion dollar grid
across our country. And then you | ook at the,
"1l just say there's not a substantial enough
nmoney in the dollars that are bei ng pushed out,
and the stinmulus dollars that are bei ng pushed
out, to actually correct the types of, the type
of issues that we have if we truly want to nove
to a conpletely intelligent grid.

So | would think that it would be pretty
easy to give a harsh grade if you were | ooking to
where we want to be, if you're | ooking to where
we want to take the system

CHAI RVAN FLEM NG Well, | just want to
clarify. Their grade was not directed to
electricity. It was to systens across the board,
and | think it was, you know, hacking in--
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MR. CARTER. From a security perspective?

CHAI RMVAN FLEM NG  Yes, hacking into the
conputer systens and all of that. |'msure you
all, and I'"m sure that woul d probably be nore in
the future, but know ng those challenges, that's
what | was | ooking, that there are a lot of big
chall enges to bring those up to standard and with
the smart grids com ng online, what are the
bi ggest chal |l enges that you're being faced with
in those different groups in bringing about those
st andar ds?

MR. HOLEMAN:  Well, | think, as Brett spoke
of, as we sit here now, and we | ook ahead to all
t he changes, whether it's renewabl e or whet her
it's Smart Gid or nore intelligent nmetering, the
chall enge will be, and I think what we're seeing,
as people get together to tal k about the design
of these systens, cyber and physical security is
one of the fundanental tenants of that
perspective. |f you see sone of the discussions
that take place in the Smart Gid arena, they
tal k about the fact that, okay, we're going to
have to build in fundanental s around cyber
security and physical security protection. So |
think that's built into the dialogue, it'll be
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built into the design. But, you know, to a
certain extent, as you mature and change the
system you've got to -- and |'ve heard the
phrase before, you're kind of trying to re-wire
the house while you're still trying to live in
it -- you've got to be able to do that, you' ve
got to deliver the services that you're obligated
toinrealtime while you adapt to the changes
that you see, not only tonorrow, but naybe ten
years from now.

And so, | think that will be a challenge for
the industry to collectively pull together and
make the changes we need to nake while we're
still doing a good job, which I think history
will tell us we do a good job with the realtineg,
do a good job with what we're doing in the here
and the now, making sure we're doing our job
t oday, but al so being prepared for what m ght
cone down the pike, not only tonorrow, but nmaybe
ten years from now.

CHAI RMVAN FLEM NG  And on those Smart Gid
systens, the platfornms, are they going to be,
wll there be kind of a standard systemthat can
be nodi fied and adapt to these rapidly changing
advances that we're seeing?
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MR. CARTER. Well, that's part of the reason
that it's taking so long for conpanies |like ours
to really go out with a massive depl oynent,
because what we've seen in ternms of the
technology is that it's not agnostic. So, in
ot her words, you can't just apply all types of
data and information into these different hard
devices, so what you run into is once you nake
the bet, you're betting on either VHS or Beta,
and if you nmake the wong choice, you can be
stuck with a technology that potentially doesn't
take of f.

CHAI RMVAN FLEM NG. That's an expensive bet.

MR. CARTER It's a very expensive bet. It
IS a very expensive bet.

The other piece to it is one that the
depl oynent of the hardware is a portion of it.
The systens that we use to actually nmanage the
informati on when it cones to Smart Gid are not
capabl e of handling the anmount of data that cones
back to you. If you think about the -- and I"'|
just take it sinple to the home -- right now, you
get one neter read a nonth, and we have an
advanced system where we actually drive by and
get the read automatically. There are a |ot of
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conpani es that are still actually wal king and
coll ecting these neter readings.

The next wave of neters will actually send
informati on back to us w thout even driving by.
But that technology is going to cost a | ot of
nmoney, because it's a nmanual retrofit. The
hi dden cost is this back-end systemthat if you
get to a point where you're actually capturing
hourly data, you have to encrypt that information
so that everybody just can't have access to it.

But second point is, if you're really going
to do hourly pricing, the information com ng back
to you is exponential in terns of the anount of
information that we receive today, one nonthly
meter read versus a read that occurs potentially
on the 15 mnute or on the half hour. It takes
your information gathering and the sorting of
that information to a conpletely different system
| evel .

So the expenditure of the software, and
we' ve talked a |l ot, Sam about the software. The
software side of things is really where a | ot of
protection conmes into play, and it's in the
hundreds of mllions of dollars as well. So the
infrastructure itself is one piece that we have
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to safeguard against in ternms of cyber security,
but then being able to capture this information
and effectively nmanage it and protect it is a
conpletely different | evel of protection that
we're | ooking at as well.

CHAI RVAN FLEM NG And Boul der City is doing
the Smart Gid; are they going to be kind of the
gui nea pig so to speak?

MR. CARTER. | wouldn't call themthe guinea
pi g, but--

CHAl RMVAN FLEM NG But | nean, as far as--

MR. CARTER: No, they are the guinea pig.

CHAI RVAN FLEM NG --of these cyber security
nmeasures.

MR. CARTER: Absolutely, absolutely. W are
choosing a few pilots who, another |arger pilot
actually taking place in the md-west, we're
rolling out this new technol ogy to between 60-
and 70, 000 custoners.

CHAI RVAN FLEM NG  Duke is?

MR. CARTER: Duke is, exactly.

CHAI RVAN FLEM NG Oh, great.

MR. CARTER. It's in the Kentucky region.

We have a nuch bigger issue in the mdwest with
regards to antiquated technol ogy and neters. W

Missy Graczyk, Court Reporter

128 Laurel Branch Way * Columbia, South Carolina 29212
(803) 528-0022 * MissyCR@bellsouth.net




have approximately half a mllion nmeters that are
actually inside the honme that have to be manually
read. So, it creates a conpletely different
dynam c, but at the sanme tinme, the opportunity
for advancenent is there, because you have a
greater savings. Here in Boulder Cty, we're
actually | ooking at ways to capture the
information, secure it, effectively use it
W t hout presenting an opportunity for others to
either interfere or take that information. So it
is sort of a guinea pig of sorts.

CHAI RVAN FLEM NG |s Duke involved with
that as well ?

MR. CARTER:  Absol utely, absolutely.

M5. HEIGEL: |If | mght just add, in the
Ohio rollout, as part of the Electric Security
Pl an that was approved by the Chio Comm ssion, in
Decenber, they approved, essentially, a rider or
rate nechanismto allow the conpany to depl oy
Smart Gid precisely for the reasons that Brett
mentioned. | don't know that the nunber is quite
half a mllion, but there are a substanti al
nunber of custoners for whom we have keys to
their hones.

MR. CARTER: 60, 000 keys.
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MS. HEI GEL: 60,000 keys, and so, you have
to make sure soneone's honme, and there were a | ot
of operational issues. | nean, they're really,
really far behind where we have been
technol ogy-wi se here in the Carolinas in ternms of
being able to do the drive-by neter readings.

And so, there was a great cost benefit analysis
that the Chio Uility was able to show for the
full replacenent of that system

MR. CARTER: And that's another |evel of
security that's not even cyber. You think about
managi ng 60, 000 keys to residences, it presents a
conpletely different issue. But it's sonething
that is kind of rolled over froma long tinme ago.
|"mjust glad we don't have those issues in the
Carolinas. That's our personal touch program
It's alittle different.

CHAI RVAN FLEM NG So -- well, the benefits
certainly could be incredible, but the chall enges
are equally so with that. Now, | was thinking
Intergy was Boulder City. | didn't realize
Duke's invol venent.

MR. CARTER. We've been partnering with the
Consortiumof Uilities, Todd Arnold, who | eads
our Smart Gid Organizations, actually on a
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consortiumthat's nmade up of, I think it's 12
different utilities, and it's an information
sharing. Being involved init is, froman

i nformati on sharing perspective, is alittle
different than rolling out hardware.

CHAI RVAN FLEM NG Now, is that part of that
UiliSec Wrking Goup?

MR. CARTER | think it's called the
Custonmer Contact Consortium It's based, | think
t hey' re based out of Chicago.

CHAI RVAN FLEM NG But you're part of the
UiliSec Goup as well?

MR. CARTER. |'mnot sure. |I'mnot famliar
with UiliSec, but | amfamliar with the
customer consortiumthat, you know, has that 12
utility consortiumthat works through these
i ssues. But | can get you sone information on
the Utili Sec piece.

CHAI RVAN FLEM NG Okay. All right. It's
all very interesting. | can't wait to hear nore
about the Smart Gid as you nove al ong.

MS. HEIGEL: Well, we were here a year ago,
| think to give you all an update on pilots that
we were getting ready to get into at that point
intime in the upstate here in South Carolina,
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and of course, the one that Brett had nentioned
in the Mdwest, and also in Charlotte. | wll
tell you, one of the chall enges has been, just
what you' ve noted, which is the open platform

i ssue and the constant evolution of the
technology and it's, you know, trying to catch
that bus so to speak. You get there, and then,
you know, what do you do. Most of the technol ogy
out there is proprietary and isn't open, and so,
as the technol ogy changes, you're kind of trapped
to whatever you've bet on at the outset.

And so, one of the things that our conpany
has | ooked at is this open platform and that's
the road that we're going down. But it has, you
know, it has its challenges as does the other.

W will cone back and update you as we have nore
progress in that area.

CHAI RVAN FLEM NG Wel |, thank you. This
has been very informative and interesting,
educational. | believe | say that every tine,
but it is. So, we really appreciate your com ng
and sharing this information

COW SSI ONER CLYBURN:  And Madam Chair, |
just wanted, when M. Carter brought out the pen,
| was kind of, I went back to nmy Get Smart years,
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and | was hoping it was going to be like a |aser,
you know, had | aser functions. But you know,
that's cool

CHAI RVAN FLEM NG Thank you.

M5. HEIGEL: We thank you all for the
opportunity to be here today. As always, it's a
pl easure.

CHAI RVAN FLEM NG And this briefing is now
adj our ned.

(WHEREUPQON, at 12:23 p.m, the allowable ex
parte briefing in the above-entitled matter was

concl uded.)
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STATE OF SOUTH CAROLINA )
) CERTIFICATE
COUNTY OF LEXINGTON )

|, Mssy Gaczyk, Court Reporter and Notary Public,
certify that the hearing in this matter was held before
the Comm ssion in the Comm ssion's Heari ng Room Synergy
Busi ness Park, 101 Executive Center Drive, Saluda
Bui | di ng, Col unbi a, South Carolina, on May 29, 2009,
commencing at 10:31 a.m | also certify that these pages
constitute a true and accurate transcript of the testinony

given at that tine and pl ace.

I N WTNESS WHEREOF, | have hereunto set nmy hand and

seal this the 2nd day of June, 2009.

M ssy A. Gaczyk

Notary Public for South Carolina
My Conmmi ssion Expires: January 18, 2010

Missy Graczyk, Court Reporter

128 Laurel Branch Way * Columbia, South Carolina 29212
(803) 528-0022 * MissyCR@bellsouth.net
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P'Euke
Case Overview — SC Complaint nergye

» InJune 2007, SC filed a lawsuit against NC in the US
Supreme Court

» SC’s Claims:

o NC Interbasin Transfers (IBTs) reduce the amount of water
available to SC

o NC IBTs deprive SC of its fair share of water during periods of
severe drought

o NC IBT law is unconstitutional and allows transfers of more
than its equitable share of water






Duke

Case Overview — SC Requests @ Energy.

» SCis asking the Supreme Court to:

o Declare NC’s IBT statute unconstitutional

o Apportion equitably the flow from the Catawba
River

o Prevent NC from taking any future action
inconsistent with SC’s equitable apportionment






P‘Euke
Overview - Why Has Duke Intervened? eray

» To protect the Catawba-Wateree Hydro Project
Comprehensive Relicensing Agreement (CRA), which
balances the interests of NC and SC

» To represent unique riparian rights possessed by
Duke Energy Carolinas

» To comply with our federal license requirements

» To serve our electric customers — now, and in the
future

b 6





Duke

Case Overview - Parties @ Energy.

» Plaintiff: State of South Carolina
» Defendant: State of North Carolina

» Duke Energy Carolinas was required to intervene as
either a plaintiff or a defendant

» The case brought by SC may jeopardize the pending
CRA

» Duke Energy Carolinas is taking sides with neither SC
nor NC — Duke is for the CRA (a balanced plan)

b 7





Duke

Case Overview — Parties (continued) wEnergy.

» Intervenors:
o City of Charlotte (NC and SC)
o Catawba River Water Supply Project (NC and SC)
o Duke Energy Carolinas (NC and SC)

» Special Master will not proceed until the Supreme
Court decides if Duke Energy Carolinas and two other
parties can intervene
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J2 Duke
Interbasin Water Transfers (IBTs) nergy-

» IBTs are the root of the Supreme Court case

» An IBT is water moved from one river basin (source) to an adjacent
(receiving) basin

o Portion of water not returned to source basin is consumptive loss

o Other consumptive losses also occur in the source basin

» CRA takes no position on IBTs
o Does not endorse or prohibit IBTs

o Realistic modeling accounts for existing and future IBTs

» Concord/Kannapolis, NC IBT request
o Towns asked for 38 million gallons per day (MGD) from the Catawba River
o NC approved only a 10 MGD IBT

b 10





Duke
New NC IBT Law Effective 8/21/2007 " €Enerov:

» NC repealed its prior IBT law (the one SC argued should be
unconstitutional)

» New NC IBT law has a much more comprehensive
approval process

o More public process and notice

o Meaningful opportunity for SC and others to participate in any
future IBT applications in NC

p 11
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» Duke Energy Carolinas’ Intervention in the SC v. NC Case
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FERC Relicensing of the Catawba-Wateree Hydro Project
Next Steps
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Importance of Catawba-Wateree Duke

River to the Carolinas

@ Energy-

Marshall McGuire

e M e S A estng
[0S, I M . X <

Catawba-Wateree Basin

» Approximately 45% of Duke Energy
Carolinas’ generation capacity

13 hydroelectric stations, 3 fossil
stations, 2 nuclear stations, totaling
8973 MW

* 11 interconnected reservoirs

* Drinking water for 1.5 million people
» Agricultural / industrial water supply
« Recreation, habitat, quality of life

« Economic growth

p 14






Catawba-Wateree Project Relicensing JB Duke
Balanced Stakeholder Needs @Energy-

» Stakeholders shaped the license application

o Convened 85 Parties (160 people) from NC and SC on 6 stakeholder
teams

o Lots of competing interests
o Qver 315 public, facilitated meetings
o Decisions by consensus

» Science played a key role
o Extensive data collection and modeling
o First-of-a-kind water supply study
o Optimized reservoir levels, flow releases, and drought protocols
o Long-term (50-yr) sustainability was a primary focus

o CRA provides the results — the stakeholders’ vision for the river

p 15





Comprehensive Relicensing P2 Duke
Agreement (CRA) @ Energy.

» Signed by 70 of 85 eligible parties, including:
o Catawba Indian Nation
o SC Department of Natural Resources
o SC Department of Parks, Recreation & Tourism
o SC Department of Archives & History
o All 15 local government-affiliated organizations in SC that
participated
» Binding contract among Parties that is intended to shape lake
system operation for next 40 to 50 years
» Filed with FERC on August 29, 2006
» FERC review is ongoing

» New License could be received by April 2010

b 16





CRA Provides the » Duke
Equitable Apportionment nergy.

» Normal operating ranges for reservoir levels and flow release requirements
are established for each of the 11 reservoirs

o During wet years, increased flow releases are required at Lake Wylie
o During droughts, additional reservoir storage is used and flow releases are reduced
» Drought management is coordinated across the entire river basin
o Storage in the reservoirs is a major drought management tool
o First-of-a-kind Low Inflow Protocol (LIP) protected the region through record drought
o Objectives are to keep water intakes covered, protect fish, and water quality
» Water intake owners are showing unprecedented cooperation
o Water Management Group
o Input on lake use permits
» CRA apportionment is sustainable
o Long-term water demand growth was planned
o Clear recognition of the river as a shared resource

b 17





Duke
Protecting the CRA @Energy:

» Higher flow release requirements arising from the Supreme
Court decision could have major negative impacts
o Drain reservoir storage (bank account) too quickly
o Reduce growth potential in NC and SC
o Cause CRA Parties to withdraw, placing CRA benefits at risk

» Should the Supreme Court or the people that rely on a river
decide how best to use the limited water resources?

o The CRA is the choice of the majority of stakeholders

p 18
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» Duke Energy Carolinas’ Intervention in the SC v. NC Case
» Interbasin Water Transfers

» FERC Relicensing of the Catawba-Wateree Hydro Project

v

Next Steps

v

Questions

b 19





Duke

Upcoming Milestones @ Energy-

» General
o Expect Supreme Court case to take years

o Special Master will not proceed until the Supreme Court
determines intervenors’ status

< More parties should result in lower cost to SC

» Intervention decision
o Supreme Court will hear arguments in October 2009
o Expect decision by the end of 2009
o Phase | discovery activity likely will increase

b 20
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Questions
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A Partnership with the
Catawba-Wateree River

Highlights of the
Comprehensive Relicensing
Agreement for the
Catawba-Wateree

Hydroelectric Project

December 2006

P Duke
@ Energy-.
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- Notth Carolina
South Carolina

The Catawba-Wateree

Hydroelectric Project

FERC Project No. 2232

The Catawba-Wateree River community
depends on the river, as it has for millen-
nia since Paleoindian bands traveled its
banks. Historically, through significant
evolutions in how we use
the river, our reliance on
it continued. Today, as
increased needs threaten
to strain its capabilities,
it is time to renew our
partnership with the
Catawba-Wateree River so now it can
depend on us. Through an unprecedented
three-year relicensing process convened
by Duke Energy, the community worked
to identify the needs for the river today
and 50 years into the future and com-
pleted a Comprehensive Relicensing
Agreement that establishes that new
partnership.

W— - o ey

g

River use in the 1700s and 1800s
evolved from fishing and transportation
to hamessing the river's power with
water wheels that operated grist mills
and saw mills. The first
cotton mill south of the
Potomac River was pow-
ered by the Catawba in
Lincoln County. Water-
powered cotton mills bur-
geoned in the late 1800s

creating mill towns and a booming textile

=D

economy. 1904 heralded
another evolutionary
development in the use

of the river when the old
Catawba Hydro Station
(now Wylie Hydro) electri-
fied the Victoria Cotton
Mill near Fort Mill, SC. After 1904,
Duke built 10 more dams on the river,
which collectively became the Catawba-

Wateree Hydro Project (Project). The last

dam formed Lake Norman in 1963.

109 o
| APartnership with the Catawba-Wateree River
’ We depend on the River: it depends on us.
_ Lookout Shoals

The latest evolutionary step took shape
in the second half of the 1900s when
the region’s surging population placed
greater demands on the lakes and river
for water and electricity, which is now
supplied mostly by coal-fired and
nuclear power plants on the lakes.
Moreover, while livelihoods from the river
were diminished, the region came to
value the lakes for recreation and
aesthetics; which drove shoreline

development.

Duke Energy elected

to involve stakeholders

in developing proposed
terms of its new license
for the Project. What
emerged was a new
invigorated partnership
going beyond relicensing — a partnership
that will serve both the region and the

river for generations.

"Anglers and paddlers; biologists and

business people; homeowners and

industry participants; environmental

agencies and developers; city and

civic professionals; citizens and oth

ers have sacrificed their time and

shared their expertise to develop sus-

tainable plans for the river for the

next generation, We are extremely

grateful to these dedicated individuals

for their contributions that will allow

our children and grandchildren to

benefit from this wonderful natural

resource.”

Ellen Ruff, president of
Duke Energy Carolinas






Tfeams included: federal,

al governments, tribes,

ncies, special interest

0Wner grouips,

i, industry, Duke Energy

ils representing interests

nment, economic

, fish and wildiife, water

ral resources, land

. regional planning, lake

ireline management,

supply, electricity supply

More than 30 studies addressed

fish and other aquatic species;

hydro plant operations; water supply

demands for the next 50 years;

cultural resources and how to better

protect them; water-related recreation

needs; improvements in managing

lake shorelines; terrestrial wildlife and

wellands; water quality improve-

ments, and land conservation.

Building the Partnership

‘Alone we can do so little; together we can do so much.” - Helen Keller

To strengthen and continue its partnership
with the community, Duke Energy commit-
ted to work with stakeholders in a basin-
wide collaborative process to obtain its

Between 2003 and 2006, stakeholders
reviewed more than 30 studies to better
understand how the Project affects these
interests and then participated in hun-

new operating license for the Project from  dreds of collaborative meetings to consider
the Federal Energy Regulatory Commission
(FERC). The goal was to strike a balance

among the Project's power generation uses

alternatives and, in the end, found a bal-
ance that best satisfies the needs.

The result: on August 12, 2006, the

while benefitting fish and wildlife and pro- T

viding other beneficial public uses such as narties signed the

water supply and recreation, ;
pply Comprehensive

The overarching purpose Relicensing Agreement.

of the stakeholder process “Thi iay be the:Siile
was to develop the best-

adapted balance of uses

most significant communi-
ty planning event that has
occurred in this river

and recommend it to the

FERE. e Iniefsiie basin, and the results are going to have

A vl prees sl a very positive impact on the river and

three years. It began in 2003 when

Duke Energy convened six stakeholder
teams with 160 representatives from
more than 80 organizations. Working

first to evaluate both the needs of the river
and the community, the teams identified
nearly 2,100 interests in the Project.

communities along the river for decades
to come.'

Jeff Lineberger, Duke Energy’s
Hydro Licensing Manager

the Catawba-Wateree River

s of Paleon-Indians
ansient camps along
land streams.

an Period

0,000 B.P.

Residential camps are made in the bottomland along the tributary streams of rivers; a preference
for living along the major waterways develops; groups moved to access food resources.

Archaic Period
10,000 - 3,000 B.P.

Large village sites were located on floodplains;
the villages were also located on terraces and
levees of major drainages.

Mississippian Period —
950 - 500 B.P. 1

Residential camps were located
in the navigable areas of the river.

Woodland Period
5,000- 500 B.P.

rily used for food

or's Resources

River primarily used for food

River primarily used for food Developed agriculture and farmsteads

Relicensing Timeline

2002 and before

* Conducted public outreach for
stakeholder process input

2003

* Filed First Stage Consultation
Document (February)

* Hosted eight public consultation
meetings (March)

* Received scoping comments and
568 study requests

* Convened NC and SC Relicensing
Teams (June)

* Filed Notice of Intent to Relicense
with the FERC (July)

* Convened four Regional
Advisory Groups
(August)

* Developed study plans

2004

* Completed first-year
field studies

* Signed joint teams’ charter (February)

* Compiled and discussed 225 compos-

ite stakeholder interests in the river

* Established Resource Committees
addressing Water Quality,
Hydro Operations,
Terrestrial Resources,
Cultural Resources,
Aquatic Resources,
and Recreation and
Shoreline Management.

* Issued the first Draft .
Agreement-in-Principle (October)

» Convened Land Ad Hoc Committee

2005

* Completed second-year field studies

* Discussed 12 successive drafts of the
Agreement-in-Principle

* Completed and reviewed
results from more than
30 studies

™« Convened the Recreation,
and Operations Ad Hoc
Committees

2006

* Completed Draft License Application
for public review (January)

* Secured 97 stakeholder signatures

agreeing in consensus with the

Agreement-in-Principle (April)

* Held Joint Agency
Meeting (May)

"+ Developed first draft
® ofthe Comprehensive
Relicensing Agreement
(CRA)

* Discussed four succes-
sive drafts of the CRA

» 70 Parties signed Comprehensive
Relicensing Agreement (August 12)

¢ Duke filed License Application with
the FERC including signed CRA and
Explanatory Statement (August 29)

* Implemented the updated Shoreline
Management Plan (September)

* Convened the Final Agreement
Committee (September)

* Organized the Water Management
Group Convening Committee

2007 and beyond
* |mplementation of CRA

* Issuance of New License by FERC

1670 - Settlement of Charlestown; the English
seftled the area in 1670; trade with the native
populations sustained the settlement

1765 - Immigrants settle

along the river and creeks

1730 - Permanent settlers were
drawn to cheap, fertile lands

Colenial Period

1540 - 1764

The port town served as a base for explorations
to the interior

Continued to develop agriculture
trade

Developed trading posts and fords

1763 - Treaty gave the
(atawba Indians land

Developed the pottery

(atawba-Wateree Valley region enfered burgeoning prosperity
where industry developed.

A canal system was constructed to link the upcountry with the
port of Charlestown and the construction of sight canals fo
make the upland river system navigable.

1770 - Settlement primarily
concentrated along the river
and secondary streams

American Revolution 1 _[m National Period

1765-1789 i 1780 - 1834
Harnessed the power with Developed transportation
watery;?eels forgrist and Developed small industry including tannery, pottery and flour mills
saw mills

Harnessed the power with water wheels and saw mills
Continued to develop agriculture; cotton was the primary cash crop






irce it seeks to

Ongoing Partnership Management

While the FERC will ensure compliance

with its license, there are a number of

ife conservation must

changing as conditions

ing always to become

Author, Rachel Carson

provisions to manage the CRA. Some
are described below.

* The Final Agreement Committee
will meet at least annually
to ensure clear commu-
nication among the
parties, assist in the
effective implementation
of the CRA, and make
recommendations
for any needed

modifications.

The Water Management Group will
identify, fund and manage projects to
help preserve, extend and enhance the
basin's capabilities to provide water for
public water supply, power production,
industry and agriculture in concert with
maintaining the ecological integrity of

the waterway.

* The Drought Management Advisory
Group will work with Duke to monitor
and manage a coordinated basin-wide
response to droughts and low-inflow

» State and federal agencies and tribes

recreational flow release schedules.

workgroup will be convened at 20
years to help coordinate the complete
reassessment of future recreation uses

and needs of the Project.

conditions.

» Shoreline Management Plan (SMP)

workgroups will convene in the first
will be consulted for any year of the new license to discuss
needed revisions to the implementation of the SMP classifica-
procedures established tion mapping and the Shoreline

in the Maintenance and Management Guidelines (SMG) per-

Emergency Protocel or in mitting
the Species Protection criteria.
Plans. Duke will
* A Recreation Flow Schedule Planning consut
; with this
Group will meet each year to schedule
discretionary recreation flows and workgroup
to establish

recommend any improvements to the

a SMG effectiveness baseline, which

will then be tested every 10 years.

» Stakeholder recreation workgroups
will convene at seven and 14 years
into the new license to recommend
adjustments to the Recreation

Management Plan. A recreation

he Catawba-Wateree River

1820 - Landsford Canal completed (northernmaost link in the chain of canals)
|

ton mill south of
1 Lincoln County

yy for cotton mills
ig and ironworks

The Catawba region was rebuilt and returned to an agricultural system
and diversified industries; railroads give rise to new communities

1870s /1880s - The people use the 1904 - Catawba Dam produces electricity for Victoria Cotton Mill,

water for cotton mills; mill villages grew Rock Hil, South Carolina
as many left farms to work in the mills 1900-1950s - The construction of dams and power plants
| along the river helped the development of mills and towns

Post-Bellum Reconstruction
1866-1900

Continued to develop agriculture
Continued to develop industry including tannery, pottery, furniture and textile

I's Resources Continued to develop industry including tannery, pottery, flour mills and the iron industry

1
Harnessed the power with water wheels for grist and saw mills

Designed dams and power plants to hamess the
power of the river for hydroelectricity

Developed the mining industry (mica, feldspar,
kaolin, buidling stone)

Used water energy for cotton mills

Developed textile mills and continued small-seale farming

-—

Widespread Benefits for the Region and the River

The Partnership will benefit more than 1.3 million people who depend on the river for energy production,
drinking water, industrial uses, cultural resources and recreational amenities. The Catawba - Wateree River
will sustain a healthy ecosystem of natural resources to attract people and businesses to the region.

New and Improved

Recreation Facilities.

New and enhanced public access areas
will create more opportunities for canoe-
ing, kayaking, fishing, swimming, camp-
ing and picnicking. Approximately 45 able in both the Great Falls bypassed
new access areas will be reaches.

added and approximately
More Land Available

for Recreation and

28 will be expanded.
Fishing piers will be added
at 14 sites, swimming Conservation.

areas at 14 sites and rest-

rooms at 29 sites. Nine owned by Crescent

courtesy docks will be constructed and
portage trails will be added or improved

at eight sites. Canoe/Kayak launches

will be added at 19 sites. Picnicking will  €ments will be offered

be added or improved at 27 sites and more than 3,400 acres

parking areas will be added, expanded of adcitional recreational

or improved at 56 sites. land at discounted prices.

Depending on the license
New Opportunities for term, Duke Energy will
River-Based Recreation. also make $9.3 million to
Pre-scheduled water releases for recre- $12.3 million available to

state agencies to purchase additional

ation will create additional canoeing and
kayaking opportunities in the river sec-

tions of the Project below Lakes James,
Hickory, Wylie and Wateree. Pre-sched-

More than 2,500 acres

Resources (a division of Duke Energy)
will be dedicated for public recreation

and conservation. State and local gov-

land for recreation and conservation
within the river basin.

New Lake Level Ranges.
Lake level ranges (minimum, target

uled white water recreation will be avail-

and maximum) have been established
fo protect drinking water, industrial
and power generation water intakes,
fisheries and recreation and property
owner interests.

More Information Available

on the Lakes and River.

Reservoir levels (historical and near
term), water release times, generation
schedules and maps to public access
areas will be made available.

Improved Safety
Awareness.

Signs in English, Spanish
and international symbols
will provide additional
safety information.

1966 - Congress established a comprehensive
program to preserve the significant archeological
and historic resources of the U.S.

1958 - Duke Energy operates the
Catawba-Wateree River facilities under

a 50-year license issued by the FERC of ecululgical systems and natural resources important to the Nation

1869 - National Environmental Policy Act (NEPA) was enacted to promote efforts
to prevent or eliminate damage to the environment and to enrich the understanding

1972 - Clean Water Act formed by amendment to the Federal Water Pollution Control Act
1987 - Clean Water Act reauthorized to include 401 water quality certifications
2003-2006 - Duke Enerey engaged 160 stakeholders

representing 80 organizations to develop proposed terms and
conditions for a new license; license application filed in 2006

2008-2058 - Renewed license
]

[
Provides energy production, water
supply and recreational opportunities

Need to protect the cultural and
historical resources

Need to protect the river and its resources

1
Continue to meet the needs of more than 1.3 million people
who depend on the river for energy production, drinking water,
industrial uses, cultural resources and recreational amenities.

|dentified current and future needs of the river






tions represented
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urs in the field on studies

older team meetings

Irs in meetings
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Widespread Benefits (continued)

Improved Coordination with

Local and State Governments.

A Memorandum of Understanding
(MOU) template has been developed for
Duke Energy and governmental entities
that oversee lands abutting the Project
Boundaries to better coordinate (a) data
sharing; (b) enforcement of buffer regula-
tions; (c) permitting reviews; and (d)
local government plans or authority relat-
ed fo those abutting lands. The MOU
discussions began in September 2006.

Increased Aquatic Species Habitat.
Higher flow releases will substantially
increase aquatic habitat
above existing conditions
and will return consistent
water flows to some parts
of the river for the first
time in more than 80 l
years. Increased minimum =5
continuous flows will be released 24
hours a day into the riverine reaches
below Lakes James, Hickory, Lookout
Shoals, Wylie and Wateree., Minimum
continuous flows will be re-instituted into
the hypassed reaches below the Catawba
Dam at Lake James, and into the Great
Falls Short and Long Bypassed Reaches.

Enhanced Habitat and
Species Protection.
Species protection plans for monitoring,

management and protection of federal

and state listed species including Rocky
Shoals spiderlily, Schweinitz's sunflower,
dwarf-flowered heartleaf, bald eagle,
shortnose sturgeon and mussels will

be developed. Duke Energy will con-
tribute $1 million to
each of the two stafe
habitat enhancement
funds established during
relicensing to support,
protect and enhance fish
and wildlife habitat.

Enhanced Water Quality.

New equipment will be installed to
enhance the quality
of water released from
hydroelectric plants.

In these flow releases,

oxygen will meet state

and enhance fish habitat. At Lake

James, a new aerating flow valve will be

installed at Catawba Dam and aerating
capabilities will be added to Linville
Dam. New aerating hydro units will be
installed at Rhodhiss, Oxford, Wylie,
Fishing Creek and Wateree. Aerating
flow valves will be installed at Oxford.
Equipment will be modified to improve
dissolved oxygen at Lookout Shoals
and the Great Falls Diversion Dam

and Headworks.

improvements in dissolved

water guality requirements

Coordinated Basin-wide

Water Management.

A new protocel has been developed

to establish a basin-wide approach to
reduce water use during droughts. These
reductions apply to hydro-
electric generation, water
flows for recreation and
public water system with-
drawals. The goal is to
stretch the available water
supply during drought con-
ditions until rain restores reservoir water
storage, stream flow and groundwater

to normal levels. Duke Energy and the
public water system owners are also
establishing a Water Management Group
to jointly fund long-term initiatives that
will improve water quantity and quality
management across the Catawba-

Wateree River Basin.

Improved Shoreline
Management and Protection.

The Shoreline Management Plan has
been updated to allow private and public
access with protecting the environmental,
public recreational, cultural and scenic
values. Use of the updates began in
September 2006. Overall, the updates
have resulted in more refined shoreline
mapping and additional restrictions on
construction activity within the Project
boundaries of the reservoirs,

Widespread Benefits (continued)

Enhanced Cultural Resources
Management,

A New Historic Properties Management
Plan establishes a comprehensive pro-
gram to preserve the significant archaeo-

logical and historic
resources potentially affect- |

ed by the Project. The Plan
includes retaining the out-
ward historic features of
the Project hydroelectric
structures and managing
historic properties. Other cultural
resource enhancements include creating
a new public interpretive site at the
historic Dearborn Armoty at Great Falls,
SC and contributions and signage for
improvements to significant segments
of the Qvermountain Victory National
Historic Trail.

Flood Management Improvement at
Lake Wateree.

If the New License is issued for a term
of 50 years, Duke Energy has agreed
to assist with flood management at
Lake Wateree by installing a bladder
dam fo increase the regulated flow
capacity by approximately 50 percent.
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Conservation Easements.

One hundred-foot-wide conservation
easements will be established on
approximately 29 miles of land adjoining
the Johns River, Catawba River and
Linville River in North
Carolina and 5.5 miles
on the Catawha River

in South Carolina.

Major Renewable
Energy Source,

The Catawba-Wateres
Hydroelectric Project will continue

to provide a clean, renewable and
efficient energy source to the Carolinas,
producing enough electricity each year
to supply approximately 108,000
average-sized homes.






Partners with the River
The Comprehensive Relicensing Agreement

Alexander County, NC
American Whitewater

Area || Soil & Water Conservation
Districts (NC)

Bowater Incorporated
Burke County, NC
Caldwell County, NG
Carolina Canoe Club
Catawba County, NC
Catawba Indian Nation

Catawba Indian Nation Tribal Historic
Preservation Office

Catawba Lands Conservancy

Catawba Regional Council of
Governments

Catawba Valley Heritage Alliance
Catawba-Wateree Relicensing Coalition
Centralina Council of Governments
Chester Metropolitan District (SC)
City of Belmont, NC

City of Camden, SC

City of Charlotte, NC

City of Gastonia, NC

City of Hickory, NC

City of Morganton, NC

City of Mount Holly, NC

City of Rock Hill, SC

Crescent Resources, LLC

Duke Energy Corporation

Duke Power Company LLC

Foothills Conservancy

Gaston County, NC

Great Falls Hometown Association
Harbortowne Marina

International Paper

Iredell County, NC

Kershaw County, SC

Kershaw County Conservation
District (SC)

Lake James Homeowners
Lake Wateree Association
Lake Wylie Marine Commission

Lancaster County Water & Sewer
District (SC)

Lincoln County, NC

Lugoff-Elgin Water Authority (SC)
McDowell County, NC
Mecklenburg County, NC
Mountain Island Lake Association

Mountain Island Lake Marine
Commission

North Carolina Department of
Environment and Natural Resources
with its Divisions of Forest Resources,
Parks and Recreation, Water Quality,
and Water Resources

North Carolina Wildlife Federation

North Carolina Wildlife Resources
Commission

R & N Marina

South Carolina Department of Archives
and History

South Carolina Department of Natural
Resources

South Carolina Department of Parks,
Recreation and Tourism

South Carolina Electric & Gas
South Carolina Wildlife Federation
Springs Global US, Inc.

Town of Davidson, NC

Town of Great Falls, SC

Town of Valdese, NC

Trout Unlimited, Inc.

U_nion County, NC

Wateree Homeowners Association
(Fairfield County)

Western Piedmont Council of
Governments

York County, SC

York County Culture & Heritage
Commission

William B. Cash
Shirley M. Greene
Frank J. Hawkins
Timothy D. Mead
Merlin F. Perry
Joseph W. Zdenek

Stakeholder process was facilitated by
Kearns & West, Inc.

Environmental and engineering studies
were conducted by Devine Tarbell and
Associates.






CONTACT

For more information and updates and other relicensing news,

contact Duke Energy at www.duke-energy.com.
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Duke
Energy.

February 2007

To: Interested Parties

Re:  Catawba-Wateree Hydroelectric Project
Highlights of the Comprehensive Relicensing Agreement

As you may be aware, Duke Energy Carolinas, LLC along with 69 other organizations entered
into a Comprehensive Relicensing Agreement (CRA) for the Catawba-Wateree Hydroelectric
Project on August 12, 2006. For your convenience, we are providing you with this brochure
that summarizes the process, participants, accomplishments and the highlights of the CRA.

Duke Energy expresses its sincere appreciation to over 160 representatives of local government,
recreation groups, homeowners, industry, state and federal resource agencies, and special
interest groups that participated in the Catawba-Wateree relicensing process. These voices from
throughout the River Basin devoted over three years of their time to craft this agreement that will
provide balanced and sustainable benefits for the river and for the communities along the river for
decades to come.

We hope you find this information useful. Please contact Mark Oakley, Relicensing Project
Manager at (704) 382-5778 or emoakley@duke-energy.com if you have questions or need
additional information.

Sincerely,

Jeffrey G. Lineberger, PE

Manager, Hydro Licensing
Duke Energy





Hydropower's Importance to the Carolinas
Catawba-Wateree Comprehensive Relicensing Agreement (CRA)

More than any other energy source,
hydropower is fully integrated into the
communities in which it's located.
Hydropower is particularly important to

the future of the Carolina's because:

* Major renewable energy source -
Hydropower is the only large-scale renewable
energy source available in the Southeast, and it
provides approximately 80 percent of the
nation’s renewable energy. Hydropower provides
approximately 15 percent of Duke generation
capacity in the Carolinas.

» Emissions-free source of energy — Hydro tur-
bines don't contribute pollutants to the water.

* Reduced air emissions - Hydro's peaking
operation reduces demand on fossil-fueled ener-
gy sources, thus reducing air emissions. If new
hydro license conditions result in a 10% loss
(the national average) of peaking generation to
Duke’s Nantahala Area and Catawba-Wateree
hydros, Duke Energy estimates that at least an
additional 42 tons of nitrogen oxides and
139,000 tons of carbon dioxide will be pro-
duced each year from its fossil-fueled stations
that must be operated extra time to replace the
lost hydro generation.

* Most efficient energy source — Modem hydro
turbines can convert 90% of the available ener-
gy into electricity making it the most efficient
generation source by far.

* Reliable public and industrial water source -
Cities and industries have grown up around
many hydro reservoirs. Water intakes located on
lakes provide much greater water availability

and drought tolerance than riverine intakes. As
other parts of the U.S. have already learned, the
availability of a reliable public and industrial
water source is often the most critical factor in
sustaining long-term economic growth.

+ Cooling water supply for fossil and nuclear-
fueled power plants — Several of the Catawba-
Wateree hydro reservoirs also support power
plants that use the steam cycle to produce elec-
tric power. Lake Norman, Mt. Island Lake, and
Lake Wylie support 8,100 MW of steam- pow-
ered electric generation.

+ Major public recreation opportunities — The
Catawba River lakes get millions of recreation
visits per year, most of which are for various
boating and fishing activities. Lake and river
users also contribute substantially to the local
economies (e.g. boat and equipment purchas-
es, gas, food and lodging, etc.) and their pur-
chases of hunting and fishing licenses and boat
registrations help the state wildlife agencies fund
their management programs.

+ Creation of in-lake fishwildlife habitat -
Lakes substantially increase fish populations,
enabling a much greater sport fishery than
would exist in strictly riverine environments.

+ Secondary waste treatment due to in-lake
processes - Biochemical processes occurring in
hydro reservoirs provide additional treatment
opportunities for pollutants entering the reser-
voirs from their watersheds.

+ Ability to reduce flood effects - High water
management is often a forgotten, but very real
benefit provided by larger hydro reservoirs. Since

hydro owners don't want to frequently spill their
fuel supply, most have developed target lake
level operating ranges that can store substantial
amounts of precipitation and runoff, thus reduc-
ing impacts to property and human safety haz-
ards up and downstream. By using modern
weather forecasting tech-nology, hydro owners
with large reservoirs will often generate around
the clock prior to arrival of major storm fronts in
an effort to provide additional high water
protection.

Hydropower also has very important roles in
supporting the regional electric transmission
grid; namely:

» Quick start capability - Normal operation can
go from shutdown, through start-up to full
power and back to shutdown in less than ten
minutes. This compares to two hours for new
combustion turbines, six to eight hours for the
best coal-fired plants and 72 hours or longer for
the largest fossil-fueled and nuclear-fueled
plants. This quick response time provides a





ready "safety valve' to help manage rapid shifts
in electric system loading.

* Load-following capability - Hydro units are
generally smaller than other types of power
generation units, allowing greater incremental
adjustments to help follow electric system load.
Hydro units on automatic generation control
(AGC) increase and decrease water flow to the
turbines, thus automatically absorbing the 75-
150 MW customer demand swings typically
seen every hour. While fossil-fueled generators
can also be operated on AGC, the resulting
changes in unit output tend to have greater
efficiency impacts and cause increased air

emissions.

+ Voltage Support - Hydro units can be operat-
ed as synchronous condensers to increase reac-
tive power on the grid. In this mode (also
referred to as 'motoring"), the hydro unit's break-
er is closed but no water is applied to the tur-
bine. The unit's generator acts like a motor,
rotating the turbine shaft and adding reactive

power to the system with little additional real
power needed. (Note: Reactive power is the
product of magnetizing current and voltage and
is expressed in terms of kilovolt-amps reactance
(KVAR). Unlike real power (i.e. Kw) which is
consumed by electric system loads, reactive
power is stored in the magnetic fields of an elec-
tric system; much like momentum is stored in a
flywheel. Even the electric motor in a common
refrigerator will not operate without reactive
power. Some amount of reactive power is
always required in the electric grid for it to be
stable and to allow the real power to be trans-
ferred to meet the system demand). Alternative
sources of voltage support include installation of
distributed capacitors (which are expensive) and
reducing the power factors of non-hydro genera-

tors (which reduces their efficiencies).

* Spinning Reserve — Each electric transmission
operating area requires the major generating
companies to guarantee a specified amount of
generation as "spinning reserve," meaning that
this additional generation could be brought on-

line within ten minutes of notification in
response to unexpected demands or generation
deficits on the transmission system. With its
quick start capability, generation companies with
hydropower most often use it to fill the spinning
reserve requirement, thus providing an impor-
tant safety valve. Generation compa-nies without
hydropower must either contract for spinning
reserve, keep some of their units in a greater
state of readiness, or operate some of their units
at reduced power levels to respond to electric
system demands. These methods are more cost-
ly than using hydropower and can also cause

greater air emissions.

It's apparent from the above benefits that a
substantial reduction in hydropower avail-
ability could have significant and cascading
effects on the human and natural resource
environments.

(References: National Hydropower Association’s website
(www.hydro.org), Duke Energy's Shoreline Management
Plan for the Catawba-Waleree Project dated July 30,
2001)

P Duke CONTACT
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#06-4659 1/2007





Lake James Perspective
Catawba-Wateree Comprehensive

Background
Lake James is named for James B. Duke, one

Relicensing Agreement (CRA)

Interests addressed in the CRA

1. Lake Level Ranges — Lake level ranges (locat-

restrictions apply to hydroelectric generation,
public water system withdrawals and flows for

of the founders of Duke Energy.

Built over a seven-year period beginning in
1916, Lake James required the construction of
three dams: Linville, Paddy Creek and Catawba.
Linville Dam is 160 feet high and 1,325 feet
long. Paddy Creek Dam is 165 feet high and
1,610 feet long. Catawba Dam is 150 feet high
and 3,155 feet long. The lake straddles the
McDowell-Burke county line. Lake James has a
surface area of approximately 6,812 acres, with
144 miles of shoreline. Full pond elevation is
1,200 feet above mean sea level.

Lake James provides 25 percent of the total
usable storage in the eleven-lake system. Lake
James (along with Lake Norman) serves as a
vital "shock absorber" to the lake system to
lessen the impacts of drought and high water
events on other reservoirs.

Duke Energy provides four public boat access
areas on the lake and one fishing and canoe
access point below the hydroelectric station.
Lake James State Park also provides public
recreation opportunities. Two boat access points
are leased to the State Park and the other two,
as well as the tailrace fishing and canoe access
point, are provided in cooperation with the
North Carolina Wildlife Resources Commission.

Lake James Elevations
(in feet on the 1st of the month)

| Minimum

K
82
82
92
95

8

Oct | 5

Nov—Dec 31 93

ed in the adjacent chart) have been established
to protect fish habitat, public water system,
industrial and power generation water intakes,
recreation access and aesthetics. Ranges are

recreation and aquatic life.

3. Shoreline Management — Duke
Energy operates a comprehensive shore-
line management program on all 11
lakes along the Catawba River. Duke
Energy's program depends on the
Shoreline Management Plan (SMP) and
Shoreline Management Guidelines (SMG)
fo balance private and public access with
protecting the environmental, public
recreational, cultural and scenic values.
As part of the relicensing process, both
the SMP and SMG have been updated.
The updated SMP and SMG were implemented
September 2006. The SMG provide rules on
what facilities are allowed and how they can be

bounded by normal minimum
and normal maximum elevations
with a normal target elevation in
between. For Lake James the nor-
mal target lake level is seasonal
and ranges from 94 feet to 98
feet.

2. Drought Management — As
part of the relicensing process, a
Low Inflow Protocol has been

Lake James Shoreline Classifications

B Bxsting Commercial
or Residential
Development

T Bxisting
Infrastructural
Development

2%

=1 Future Commercial
or Residential
Development

= Bxisting and Future
Public Recreation

W Protected

established to "trigger" water use restrictions by
large water intake owners. These water use

built/constructed/maintained. Overall, the update
to the SMP has resulted in more refined shore-

Stakeholders signing the Comprehensive Relicensing Agreement (CRA)

In addition to state resource agencies, Duke Energy and national special interest groups — many representatives of local entities and public citizens

around Lake James signed the CRA. These include:
* American Whitewater

» Area |l Soil and Water - Conservation Districts

* Burke County

» Carolina Canoe Club

» Catawba Valley Heritage Alliance

* Catawba-Wateree Relicensing Coalition
* City of Morganton

* Foothills Conservancy

* Lake James Homeowners

* McDowell County

* North Carolina Wildlife Federation

* Table Rock Anglers

e Trout Unlimited

* Western Piedmont Council of Governments






line mapping and additional restrictions on con-
struction activity within the project boundary of
the reservoir. The SMP is a series of maps with
shoreline classifications denoting locations
where piers, marinas, excavations and shoreline
stabilization within the project boundary either
already exist or can take place. Each shoreling

released from Lake James on approximately 85
scheduled days per year (see adjacent chart) to
provide and promote canoe/kayaking and fishing
in the river section downstream of Lake James.
This flow release schedule was developed
through technical study and working in partner-
ship with paddling and fishing interests.

d. New Linville Access Area — Provide two boat
ramps, paved parking, one courtesy dock, light-
ing, access road, and vault toilet.

e. Lake James Loop Trail - Construct the portion

of the Lake James Loop Trail across the dams

and provide funding to Burke County to con-
struct additional portions of the

classification has a separate set of

restrictions and allowed activities.

4. Public Information Systems for
Lake and River Information — Apr1-30
Information including reservair level
ranges, water release times, gener-
ation schedules and maps to public
access areas will be provided as a
result of relicensing. River paddlers
and anglers will have access fo Sep1-30
information on releases from dams
to paddle and fish. Information Oct1-31
posted on signs will be provided in
English andfor interational sym-
bols with signage in Spanish also available
immediately downstream of the dams.

5. Public Drinking Water Supply and Water
Conservation Programs — Water is vital to life
and drives our region’s economy and way of life.
However, Catawba-Wateree relicensing process
studies indicate demands for water will more
than double over the next 50 years. A group of
approximately 20 water supply experts, includ-
ing Duke Energy, have outlined water manage-
ment objectives, identified tangible projects to
protect our water supply and proposed a volun-
tary water conservation fund to finance these
projects. The money will come from contribu-
tions paid by Duke Energy and other members
of the Catawba-Wateree Basin Water
Management Group. Contributors to the volun-
tary fund will determine the timing and priority
of projects.

6. Flows from Hydro Dams for Recreation —
Interest in paddling and river fishing is growing
and as a result of relicensing, water will be

Dates (inclusive)

May 1—Jul 15

Jun 1= Jul 31

Jul'16 — Aug 31

Bridgwater Development Recreational Flow Schedule

Flow (efs)

Days / Description (atior above)

Last full weekend - Saturday
and Sunday

Each Friday, Saturday & Sunday plus
Memorial and Independence Days

Wednesdays and Thursdays

Each Saturday and Sunday

Each Friday, Saturday and
Sunday plus Lahor Day

Each Saturday and Sunday

Ten discretionary hours in blocks
of no less than one hour each

7. New and Expanded Public Recreation
Facilities/Access — Recreational enhancements
planned for Lake James and the river section
downstream include:

a. Black Bear Access Area — Provide restrooms,
additional shade trees, fishing pier design/or
bank fishing assistance and a shoreline buffer,
McDowell County to lease and partner with
commercial business to provide trails, cabins,
primitive camping, and picnicking.

b. Lake James State Park and Island’s
Management Zone - Lease a 300-foot-wide
lakebed zone and three islands to the North
Carolina Division of Parks and Recreation
(NCDPR).

¢. Linville Canoe/Kayak Access Area — Convert
the boat launch ramps at the existing Linville
Access Area to canoe/kayak use. The access will
be offered for lease to Burke County to develop
and manage additional public recreation facili-
ties such as a picnic area, shade trees and rest-

rooms.

planned Lake James Loop Trail
not to exceed $500,000 total

cost.

f. Pocket Park at Dam for Lake
James Loop Trail - Provide
approximately ten-acre pocket
park near the Linville Dam with
parking, picnic facilities, photo-
graphic overlooks, and bank fish-
ing opportunities.

g. North Bend Recreation Land —
Convey approximately 550 acres
of property adjacent to the
Catawba River at the second
Powerhouse Road Bridge downstream of the
Bridgewater Powerhouse to the NCDENR for
public recreation and compatible permanent
conservation. This property will also include an
easement or corridor for approximately 3.5 miles
of the Overmountain Victory National Historic
Trail.

h. North Bend Access Area — Convey approxi-
mately ten acres to the NCWRC and provide up
to $225,000 to the NCWRC to develop a lrail-
ered boat access, bank fishing, and parking area
at the second Powerhouse Road Bridge down-
stream of Bridgewater Powerhouse.

i. Catawba-Linville River Confluence Recreation
Land — Convey approximately 420 acres of
property adjacent to the Catawba River in the
vicinity of the confluence of the Catawba River
Bypassed Reach and the Bridgewater Regulated
River Reach to the NCDENR for public recre-
ation and compatible permanent conservation.

J. Paddy Creek Recreation Land — Convey
approximately 275 acres of property down-

stream of the Paddy Creek and Linville dams fo
the NCDENR for public recreation and compati-
ble permanent conservation. This property will
also include an easement or carridor for approxi-
mately 2.5 miles of the Overmountain Victory
National Historic Trail.

k. Muddy Creek Access Area — Acquire approxi-
mately 1-3 acres of property and develop and
manage a canoe/kayak access facility with ten

gravel parking spaces.

I. Morganton Weir Take-out Area - Provide
funding up to $125,000 to the City of
Morganton to develop a trailered boat ramp and
approximately ten gravel parking spaces
upstream in the immediate vicinity of the

Morganton Weir.

m. Bridgewater Access Area — Provide rest-
rooms, a ramp for trailered boats, additional
parking, and picnic facilities,

n. Lake James-to-Morganton OVNHT Corridor —
Provide up to $600,000 to Burke County to
develop approximately six miles of the
Overmountain Victory National Historic Trail
(QVNHT).

0. Watermill Road Access Area — Provide up to
$65,000 to the Town of Glen Alpine to modify

the existing canoe/kayak access facility to better
accommodate trailered boats in addition to

canoes and kayaks.

8. Habitat, Water Quality and Land
Conservation Enhancements — Duke Energy will
add a new flow valve with aerating capability at

the Catawba Dam at Lake James. At the Linville
Dam, Duke Energy will add aerating capabilities
in conjunction with replacing the existing power-
house which will support fish habitat below
Lake James. Continuous water releases at these
points will also include improvements in dis-
solved oxygen to support water quality. Duke
Energy will also contribute $1 million to the
Habitat Enhancement Fund in each state to
support, protect and enhance fish and wildlife
habitat and contribute $4 to $5.5 million to
North Carolina state agencies dependent on the
license term for additional land conservation.
One hundred-foot-wide conservation easements
will also be established on approximately 29
miles of land adjoining the Johns River,
Catawba River and Linville River.

P Duke CONTACT
@ Energy- For more information and updates and other relicensing news, contact Duke Energy at www.duke-energy.com.
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Lake Rhodhiss Perspectives
Catawba-Wateree Comprehensive Relicensing Agreement (CRA)

Background

Lake Rhodhiss was built in 1925. The Rhodhiss
Dam is 65 feet high and 1,500 feet long. A rel-
atively small lake, Rhodhiss has 93 miles of
shoreline and a surface area of approximately
3,060 acres. Full pond elevation is 995.1 feet
above mean sea level.

Lake Rhodhiss is also a reliable source of water
for the nearby cities of Granite Falls, Lenoir and
Valdese, North Carolina.

Duke Energy provides four boat access areas
and one bank fishing area on the lake in
cooperation with the North Carolina Wildlife
Resources Commission.

Interests addressed in the CRA

1. Lake Level Ranges — Lake level ranges (locat-
ed in the adjacent chart) have been established
to protect fish habitat, public water system,
industrial and power generation water intakes,
recreation access and aesthetics. Ranges are
bounded by normal minimum and normal maxi-
mum elevations with a normal target elevation
in between. For Lake Rhodhiss the normal target
lake level is 97 feet year-round.

established to "trigger" water use restrictions by
large water intake owners. These water use
restrictions apply to hydroelectric generation,
public water system withdrawals and flows for
recreation and aquatic life.

3. Shoreline Management — Duke Energy oper-
ates a comprehensive shoreline management
program on all 11 lakes along the Catawba
River. Duke Energy's program depends on the

Overall, the update to the SMP has resulted in
more refined shoreline mapping and additional
restrictions on construction activity within the
project boundary of the reservoir. The SMP is a
series of maps with shoreline classifications
denoting locations where piers, marinas, excava-
tions and shoreline stabilization within the proj-
ect boundary either already exist or can take
place. Each shoreline classification has a sepa-
rate set of restrictions and allowed activities.

Lake Rhodhiss Shoreline Classifications
: 4

m Existing Commercial
or Residential

M Bisting and Future
Public Recreation

B Protected

4. Public Information Systems for
Lake and River Information --
Information including reservoir

Development
(1 Dsting level ranges, water release times,
Infrastructural ;
Development generation schedules and maps to
#1 Future Commercial public reservoir access will be pro-
or Residential ) e
Development vided as a result of relicensing.

River paddlers and anglers will

have access to information on

releases from dams to paddle and

Shoreline Management Plan (SMP) and
Shoreline Management Guidelines (SMG) to bal-
ance private and public access with protecting
the environmental, public recreational, cultural
and scenic values. As part of the reli-

Lake Rhodhiss Elevations
(in feet on the Ist of the month)

Month(s) |[1is|ingGuideCurue| Minimum | Targel

Jan - Dec 31 ) 94 81

2. Drought Management - As part of the reli-
censing process, a Low Inflow Protocal has been

censing process, both the SMP and SMG
have been updated. The updated SMP
and SMG were implemented in
September 2006. The SMG provide
rules on what facilities are allowed and how

I Marimum

100

they can be built/constructed/maintained.

fish. Information posted on signs will be provid-
ed in English and/or international symbols with
signage in Spanish also available immediately
downstream of the dams.

5. New and Expanded Public Recreation
Facilities/Access - Recreational enhancements
planned for Lake Rhodhiss and the Johns River
area include:

a. Corpening Bridge Access Area — Provide
approximately ten acres and develop a trailered
boat ramp and ten gravel parking spaces on the

Stakeholders signing the Comprehensive Relicensing Agreement (CRA)

In addition to state resource agencies, Duke Energy and national special interest groups — many representatives of local entities and public citizens
around Lake Rhodhiss signed the CRA. These include:

* Area || Soil and Water - Conservation Districts
* Burke County

« Caldwell County

* Carolina Canoe Club

» Catawba Valley Heritage Alliance

* Catawba-Wateree Relicensing Coalition
* Foothills Conservancy

+ North Carolina Wildlife Federation

« Town of Valdese
¢ Trout Unlimited
* Western Piedmont Council of Governments





Johns River at the Corpening Road Bridge.

b. Wilson Creek Access Area — Acquire 50 -
100 acres of land along Wilson Creek between
Adako Road and the confluence of Wilson Creek
with the Johns River and offer to lease fo
Caldwell County to develop camping, canoe/
kayak access, parking, trails and restrooms, and
also fund installation of a USGS streamflow
gage if Caldwell County will fund maintenance.

c. Upper Johns River Access Area — Provide up
to $125,000 to Caldwell County to develop an
additional canoe/kayak access with parking.

d. Johns River Gameland - Provide a $91 5/acre
discount toward the acquisition by the Foothills
Land Conservancy andfor the North Carolina
Wildlife Resources Commission of up to 2,882
acres in the vicinity of the confluence of the
Johns River and Lake Rhodhiss for public recre-
ation and compatible permanent conservation.

e. Conley Creek Access Area (Sawmills Veterans
Park) - Construct approximately two added
iles of trail.

f. Rhodhiss Access Area — Provide restrooms.

g. Castle Bridge Access Area — Provide rest-

rooms.

h. Rhodhiss Dam Canoe Portage - Provide
signage for canoe and kayak put-in.

6. Habitat, Water Quality and Land
Conservation Enhancements — Duke Energy
will replace one of the existing hydro units at
Rhedhiss Hydro Station with a new aerating
runner fo support improvements in dissolved
oxygen in hydro station flow releases. Duke
Energy will also contribute $1 million to the
Habitat Enhancement Fund in each state to
support, protect and enhance fish and wildlife
habitat and contribute $4 to $5.5 million to
North Carolina state agencies dependent on the
license term for additional land conservation.

One hundred-foot-wide conservation easements
will also be established on approximately 29
miles of land adjoining the Johns River,
Catawba River and Linville River.

7. Public Drinking Water Supply and Water
Conservation Programs -- Water is vital to life
and drives our region’s economy and way of life.
However, Catawba-Wateree relicensing process
studies indicate demands for water will more
than double over the next 50 years. A group of
approximately 20 water supply experts, includ-
ing Duke Energy, have outlined water manage-
ment objectives, identified tangible projects to
protect our water supply and proposed a volun-
tary water conservation fund to finance these
projects. The money will come from contribu-
tions paid by Duke Energy and other members
of the Catawba-Wateree Basin Water Manage-
ment Group. Contributors to the voluntary fund
will determine the timing and priority of projects.

Duke CONTACT
kEnergy.
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#06-4659 1/2007





Lake Hickory Perspective

Catawba-Wateree Comprehensive Relicensing Agreement (CKRA)

Background

Lake Hickory was created in 1927 with the
completion of the Oxford Dam. The dam paral-
lels the NC Highway 16 Bridge over the
Catawba River between 1-40 and Taylorsville. It
is 122 feet high, with an overall length of 1,200
feet. The spillway section of the dam is 550 feet
long. Lake Hickory was named after the nearby
city and covers almost 4,223 acres with 109
miles of shoreline. Full pond elevation is 935
feet above mean sea level. Lake Hickory is a
reliable source of water for the nearby cities of
Hickory and Longview, North Carolina.

Duke Energy provides five public access areas
on the lake in cooperation with the North
Carolina Wildlife Resources Commission.

Interests addressed in the CRA

1. Lake Level Ranges — Lake level ranges (locat-
ed in the adjacent chart) have been established
to protect fish habitat, public water system,
industrial and power generation water intakes,
recreation access and aesthetics. Ranges are
bounded by normal minimum and normal maxi-

mum elevations with a normal target elevation
in between. For Lake Hickory the normal target
lake level is seasonal and ranges from 96 feet to
97 feet.

2. Drought Management — As part of the reli-
censing process, a Low Inflow Protocol has been
established to "trigger* water use restrictions by
large water intake owners. These water use
restrictions apply to hydroelectric generation,
public water system withdrawals and flows for
recreation and aquatic life.

3. Shoreline Management — Duke Energy oper-
ates a comprehensive shoreline management
program on all 11 lakes along the

more refined shoreline mapping and additional
restrictions on construction activity within the
project boundary of the reservoir. The SMP is a
series of maps with shoreline classifications
denoting locations where piers, marinas, excava-
tions and shoreline stabilization within the proj-
ect boundary either already exist or can take
place. Each shoreline classification has a sepa-
rate set of restrictions and allowed activities.

4. Public Information Systems for Lake and
River Information — Information including
reservoir level ranges, water release times, gen-
eration schedules and maps to public access
areas will be provided as a result of relicensing.

Catawba River. Duke Energy’s pro-
gram depends on the Shoreline
Management Plan (SMP) and
Shoreline Management Guidelines
(SMG) to balance private and pub-
lic access with protecting the envi-
ronmental, public recreational, cul-
tural and scenic values. As part of
the relicensing process, both the

~ SMP and SMG have been

Lake Hickory Shoreline Classifications

m Bisting Commercial
or Residential
Development
Busting
Infrastructural
Development

1 Future Commercial
or Residential
Development

0 Existing and Future
Public Recreation

W Protected

Lake Hickory Elevations
(in feet on the Ist of the month)

Maonth(s) Minimum Target

Jan - Feb a1 84 96

Existing Guide Curve

Mar - Dec 97 94 97

Dec 31 91 94 36

Maximum

updated. The updated SMP and SMG
were implemented in September 2006.
(i The SMG provide rules on what facilities
are allowed and how they can be
built/constructed/maintained. Overall,
the update to the SMP has resulted in

100

100

River paddlers and anglers will have access to
information on releases from dams to paddle
and fish. Information posted on signs will be
provided in English and/or international symbols
with signage in Spanish also available immedi-
ately downstream of the dams.

Stakeholders signing the Comprehensive Relicensing Agreement (CRA)

In addition to state resource agencies, Duke Energy and national special interest groups - many representatives of local entities and public citizens

around Lake Hickory signed the CRA. These include:

* Alexander County

* Area |l Soil and Water -Conservation Districts
* Burke County

+ Caldwell County

» Carolina Canoe Club

* Catawba County

* Catawba Valley Heritage Alliance

+ Catawba-Wateree Relicansing Coalition
» City of Hickory

* Foothills Conservancy

* North Carolina Wildlife Federation

* R&N Marina

* Western Piedmont Council of Governments






5. New and Expanded Public Recreation
Facilities/Access — - Recreational enhance-
ments planned for Lake Hickory and the river
section downstream include:

a. Wittenburg Access Area — Add approximately
15 acres to the site and provide restrooms, a
picnic area, and additional paved parking and
offer to lease site to Alexander

h. Lake Hickory Swimming Areas — Provide two
swimming areas at locations to be determined

on Lake Hickory.

6. Flows from Hydro Dams for Recreation —
Interest in paddling and river fishing is growing
and as a result of relicensing, water will be

released from Oxford Hydro Station on approxi-

gen to support water quality. Duke Energy will
also contribute $1 million to the Habitat
Enhancement Fund in each state to support, pro-
tect and enhance fish and wildlife habitat and
contribute $4 to $5.5 million to North Carolina
state agencies dependent on the license term for

additional land conservation.

County.

b. Dusty Ridge Access Area -

Provide approximately one mile of
trail and restrooms at the site, May 1 - Sep 30
which is leased to Alexander

County.

Oct1-31

C. Lovelady Access Area — Provide
a fishing pier.

d. Long Shoals Access Area — Provide a
canoe/kayak access with gravel parking.

e. Oxford Access Area — Market the site for
lease and management to commercial operators
for development of a RV campground with bath-
house and dump station, marine pump-out,
primitive camping, paved parking, picnic facili-
ties, bank fishing, trails and restrooms,

f. Oxford Tailrace Fishing Area — Provide a pub-
lic fishing area.

g. Oxford Dam Canoe FPortage - Improve exist-
ing gravel parking and exlend the portage trail to
Riverbend Park.

Dates (inclusive)

Oxford Development Recreational Flow Schedule

Flow (cfs)

(at or abave) Start

Days / Descriplion
Each Saturday and Sunday plus
Memorial, Independence and
Labor Days

2,600

First four Saturdays 2,600

Ten discretionary hours in blocks
of no less than one hour each

2,160

mately 49 scheduled days per year (see adjacent
chart) to provide and promote canoe/kayaking
and fishing in the river section downstream of
Lake Hickory. This flow release schedule was
developed through technical study and working in
partnership with paddling and fishing interests.

7. Habitat, Water Quality and Land
Conservation Enhancements — Duke Energy will
replace one of the existing hydro units at Oxford
Hydro Station with a new aerating runner and will
install a new flow valve with aerating capability to
provide continuous flows to support fish habitat
below Oxford Hydro Station. These water releases

will also include improvements in dissolved oxy-

10a.m.

10am.

8. Public Drinking Water Supply
and Water Conservation Programs
— Water is vital to life and drives
our region's economy and way of
life. However, Catawba-Wateree

| relicensing process studies indicate
S demands for water will more than
double over the next 50 years. A
group of approximately 20 water
supply experts, including Duke Energy, have
outlined water management objectives, identi-
fied tangible projects to protect our water supply
and proposed a voluntary water conservation
fund to finance these projects.

The money will come from contributions paid
by Duke Energy and other members of the
Catawba-Wateree Basin Water Management
Group. Contributors to the voluntary fund will

determine the timing and priority of projects.

Duke CONTACT

@ Energy-

For more information and updates and other relicensing news, contact Duke Energy at www.duke-energy.com.
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Lookout Shoals Lake Perspective
Catawba-Wateree Comprehensive Relicensing Agreement (CRA)

Background

Lookout Shoals Lake was formed in 1915 with
the construction of the Lookout Shoals
Hydroelectric Station. The lake has approximate-
ly 1,305 acres of surface area and 29 miles of
shoreline and is one of the smallest reservoirs
on the eleven-lake system. Full pond elevation
for Lookout Shoals Lake is 838.1 feet above

mean sea level.

The lake will also soon become the drinking
water supply for the City of Statesville.

Duke Energy provides two boating access areas
on the lake in cooperation with the North
Carolina Wildlife Resources Commission.

Interests addressed in the CRA

1. Lake Level Ranges — Lake level ranges (locat-
ed in the adjacent chart) have been established
to protect fish habitat, public water system,
industrial and power generation water intakes,
recreation access and aesthetics. Ranges are
bounded by normal minimum and normal maxi-

2. Drought Management — As part of the reli-
censing process, a Low Inflow Protocel has been
established to "trigger water use restrictions by
large water intake owners. These water use
restrictions apply to hydroelectric generation,
public water system withdrawals and flows for
recreation and aquatic life.

3. Shoreline Management — Duke Energy oper-
ates a comprehensive shoreline management

program on all 11 lakes along the Catawba

marinas, excavations and shoreline stabilization
within the project boundary either already exist
or can take place. Each shoreline classification
has a separate sel of restrictions and allowed
activities.

4. Public Information Systems for Lake and
River Information — Information including reser-
voir level ranges, water release times, generation
schedules and maps to public reservoir access
will be provided as a result of relicensing. River

River. Duke Energy’s program
depends on the Shoreline
Management Plan (SMP) and

Shoreline Management Guidelines
(SMG) to balance private and
public access with protecting the
environmental, public recreation-
al, cultural and scenic values. As
part of the relicensing process,
both the SMP and SMG have

Lookout Shoals Lake Shoreline Classifications

m Dusting Commercial
or Residential
Development
bsting
Infrastructural
Development

1 Future Commercial
or Residential
Development

w Basting and Future
Public Recreation

M Protected

been updated. The updated SMP
and SMG were implemented in September

Lookout Shoals Lake Elevations
(in feet on the Ist of the month)

Month(s) | Existing Guide Curve | Minimum | Target | Ma

Jan-Dec 31 9 94 91

mum elevations with a normal target elevation
in between. For Lookout Shoals Lake the normal
target lake level is 97 feet year-round.

2006. The SMG provide rules on what
facilities are allowed and how they can
el be built/constructed/maintained.
100 Overall, the update to the SMP has
resulted in more refined shoreline map-
ping and additional restrictions on construction
activity within the project boundary of the reser-
voir. The SMP is a series of maps with shoreline
classifications denoting locations where piers,

paddlers and anglers will have access to infor-
mation on releases from dams to paddle and
fish. Information posted on signs will be provid-
ed in English and/or international symbols with
signage in Spanish also available immediately
downstream of the dams.

5. New and Expanded Public Recreation
Facilities/Access — Recreational enhancements
planned for Lookout Shoals Lake include:

Stakeholders signing the Comprehensive Relicensing Agreement (CRA)

In addition to state resource agencies, Duke Energy and national special interest groups — many representatives of local entities and public citizens
around Lookout Shoals Lake signed the CRA. These include:

* Alexander County

* Carolina Canoe Club

» Catawba County

* Catawba Valley Heritage Alliance

* Catawba-Wateree Relicensing Coalition
* Centralina Council of Governments

* Foothills Conservancy

* Iredell County

« North Carolina Wildlife Federation
* Western Piedmont Council of Governments






a. Upper Lookout Shoals Access Area — Acquire
approximately 1-5 acres in Catawba County for
a trailered boat access area with parking, rest-
rooms and primitive camping downstream of the
‘bend" of the lake.

b. Trail - Provide cost-share funding up to
$220,000 to Catawba County to assist the
county in its acquisition and development of a
50-foot wide easement for approximately 1.5
miles of walking/hiking trail between Riverbend
Park and the new Upper Lookout Shoals Access
Area.

c. Lookout Shoals Access Area — Install rest-
rooms.

d. Lookout Shoals Tailrace Fishing Area -
Provide a public fishing area.

e. Lookout Shoals Dam Canoe Poriage -
Provide a portage trail with canoe/kayak access

(take-out, put-in) and signage around Lookout
Shoals Dam.

6. Habitat, Water Quality and Land
Conservation Enhancements — Duke Energy will
modify the operations of the existing hydro units
at Lookout Shoals Hydro Station to provide con-
tinuous flows to support fish habitat in the
upper portion of Lake Norman. These water
releases will also include improvements in dis-
solved oxygen to support water quality. Duke
Energy will also contribute $1 million to the
Habitat Enhancement Fund in each state to sup-
port, protect and enhance fish and wildlife habi-
tat and contribute $4 to $5.5 million fo North
Carolina state agencies dependent on the
license term for additional land conservation.

7. Public Drinking Water Supply and Water
Conservation Programs -- Water is vital to life

and drives our region's economy and way of life.
However, Catawba-Wateree relicensing process
studies indicate demands for water will more
than double over the next 50 years. A group of
approximately 20 water supply experts, includ-
ing Duke Energy, have outlined water manage-
ment objectives, identified tangible projects to
protect our water supply and proposed a volun-
tary water conservation fund to finance these
projects. The money will come from contribu-
tions paid by Duke Energy and other members
of the Catawba-Wateree Basin Water
Management Group. Contributors to the volun-
tary fund will determine the timing and priority
of projects.

Duke CONTACT

Energy-

For more information and updates and other relicensing news, contact Duke Energy at www.duke-energy.com.
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Lake Norman Perspective

Catawba-Wateree Comprehensive Relicensing Agreement (CRA)

Background

Cowans Ford Dam created the largest manmade
body of fresh water in North Carolina when
Duke Energy dammed the Catawba River in
1963. The total length of the facility is 7,387
feet, including more than a mile of earthen
dam. The concrete portion of the dam is 1,279
feet long and 130 feet high. Lake Norman is an
‘inland sea" with 538 miles of shoreline and a
surface area of more than 32,475 acres.
Named after former Duke Energy president
Norman Cocke, Lake Norman is nearly as large
as the other ten lakes on the Catawba com-
bined.

Full pond elevation at Lake Norman is 760 feet
above mean sea level. The water of Lake
Norman is used in two ways to provide electrici-
ty to the Piedmont Carolinas. It is used to power
the generators at Cowans Ford Hydroelectric
Station and also to cool the steam that drives
the turbines at Marshall Steam Station and
McGuire Nuclear Station. The lake provides a
dependable supply of water to Lincoln County,
Mooresville and Charlotte-Mecklenburg, North
Carolina and provides 40 percent of the total
usable water storage in the eleven-lake system.
Lake Norman (along with Lake James) serves as
a vital "shock absorber' to the lake system to
lessen the impacts of drought and high water
events on the other reservoirs.

Duke Energy partnered with the state in the
establishment of the Lake Norman State Park. In

addition, Duke Energy has built two bank fishing
areas and eight public boating access areas
along the shoreline. One site is leased to
Mecklenburg County, one site to Iredell County
and one site to Lincoln County. The boating
facilities at the Duke Energy-owned access areas
are managed in cooperation with the North
Carolina Wildlife Resources Commission.

Interests addressed in the CRA

1. Lake Level Ranges — Lake level ranges (locat-
ed in the adjacent chart) have been established
to protect fish habitat, public water system,
industrial and power generation water intakes,

in between. For Lake Norman the normal target
lake level is seasonal and ranges from 94 feet to
98 feet.

2. Drought Management - As part of the reli-
censing process, a Low Inflow Protocol has been
established to "trigger” water use restrictions by
large water intake owners. These water use
restrictions apply to hydroelectric generation,
public water system withdrawals and flows for
recreation and aquatic life.

3. Public Information Systems for Lake and

River Information — Information including reser-

voir level ranges, water release times, generation
schedules and maps to public access

Lake Norman Elevations
(in feet on the Ist of the month)

Month(s) Minimum Targel

Jan 96 93 96

Existing Guide Curve

Feb 84 9 9

92

94

86

recreation access and aesthetics. Ranges are
bounded by normal minimum and normal maxi-
mum elevations with a normal target elevation

areas will be provided as a result of reli-
censing. River paddlers and anglers will

Maximum

10 have access to information on releases

from dams to paddle and fish. Information
Ly posted on signs will be provided in
English andfor international symbols with
signage in Spanish also available immedi-

ately downstream of the dams.

4, Habitat, Water Quality and Land
Conservation Enhancements — Duke
Energy will contribute $1 million to the
Habitat Enhancement Fund in each state
to support, protect and enhance fish and
wildlife habitat and contribute $4 to
$5.5 million to North Carolina state
agencies dependent on the license term for
additional land conservation.

Stakeholders signing the Comprehensive Relicensing Agreement (CRA)

In addition to state resource agencies, Duke Energy and national special interest groups — many representatives of local entities and public cilizens

around Lake Norman have signed the CRA. These include:

* Catawba County

* Catawba Lands Conservancy

* Catawba-Wateree Relicensing Coalition
* Charlotte-Mecklenburg Utilities

* Centralina Council of Governments
* Iredell County

* Lincoln County

* Mecklenburg County

* North Carolina Wildlife Federation
* Town of Davidson
» Western Piedmont Council of Governments





5. New and Expanded Public Recreation
Facilities/Access — Recreational enhancements
planned for Lake Norman include:

a. Hunsucker Park - Lease property to the Town
of Catawba for picnic facilities, approximately
0.5 miles of trail, a trailered boat access, and
paved or gravel parking spaces.

b. Lake Norman State Park Management Zone
— Offer the NCDENR a lease for a 300-foot-wide
lakebed zone along the shoreline adjoining Lake
Norman State Park.

¢. Mountain Creek Park — Provide a
$1,900/acre discount toward the acquisition of
up to 600 acres of property by Catawba County
for public recreation and compatible permanent
conservation at the mouth of Mountain Creek.
Facility development may include a canoe/kayak
launch, trails, bank fishing, campgrounds,
swimming, restrooms and other water-based
recreation facilities to be developed and man-
aged by Catawba County.

d. Beatly's ford Access Area — Provide picnic
facilities, a fishing pier, swimming area, rest-
rooms, and shade trees and offered for lease to
Lincoln County. .

e. Hagers Creek Access Area — Market the site
to commercial operators for development of a
multi-use recreation area including, but not lim-
ited to, trails, fishing, picnic areas, boal access,
RV camping with bathhouse and dump station,
marine pump-out, restrooms and additional
paved parking.

f. Lake Norman Trails Planning Assistance -
Provide technical assistance to facilitate any
needed bicycle route crossings.

g. Stumpy Creek Access Area - Provide a fish-
ing pier, picnic area, walking trail, restrooms

and additional paved parking and offered for
lease to Iredell County.

h. Little Creek Access Area - Provide restraoms,
a fishing pier, paved parking spaces and a pic-
nic shelter.

i. Lake Davidson Park — Provide funding up to
$130,000 to the Town to develop a
canoe/kayak launch and fishing pier at Lake
Davidson Park,

j. Island Point Access Area — Market this site of
approximately 140 acres to commercial busi-
nesses for development of a multi-use recreation
area including, but not limited to trails, bank
andfor pier fishing, picnic facilities, swimming,
RV camping with bathhouse and dump station,
boating access facilities, restrooms and marine
pump-out.

k. Cowans Ford Dam Portage and Overlook —
Provide a portage, reservoir overlook with park
benches and approximately ten-space gravel
parking area.

6. Shoreline Management — Duke Energy oper-
ates a comprehensive shoreline management
program on all 11 lakes along the Catawba

ance private and public access with protecting
the environmental, public recreational, cultural
and scenic values. As part of the relicensing
process, both the SMP and SMG have been
updated. The updated SMP and SMG were
implemented in September 2006. The SMG
provide rules on what facilities are allowed and
how they can be built/constructed/maintained.
Overall, the update to the SMP has resulted in
more refined shoreline mapping and additional
restrictions on construction activity within the
project boundary of the reservoir. The SMP is a
series of maps with shoreline classifications
denoting locations where piers, marinas, excava-
tions and shoreline stabilization within the proj-
ect boundary either already exist or can take
place. Each shoreline classification has a sepa-
rate set of restrictions and allowed activities.

7. Public Drinking Water Supply and Water
Conservation Programs - Water is vital to life
and drives our region's economy and way of life.
However, Catawba-Wateres relicensing process
studies indicate demands for water will more than
double over the next 50 years. A group of approx-
imately 20 water supply experts,

Lake Norman Shoreline CGlassifications

W Bisting Commercial
or Residential

I Busting and Future
Public Recreation

B Protected

including Duke Energy, have out-
lined water management objectives,
identified tangible projects to protect

Development " | d -
our water supply and proposed a

[ Bisting poYy rop
Infrastructurel voluntary water conservation fund
Development

T — to finance these projects. The
or Residential : i
Desclopmert money will come from contributions

paid by Duke Energy and other
members of the Catawba-Wateree

Basin Water Management Group.

River. Duke Energy's program depends on the
Shoreline Management Plan (SMP) and
Shoreline Management Guidelines (SMG) to bal-

Contributors to the voluntary fund will determine
the timing and priority of projects.

Duke CONTACT

Energy.

For more information and updates and other relicensing news, contact Duke Energy at www.duke-energy.com.
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Mountain Island Lake Perspective
Catawba-Wateree Comprehensive Relicensing Agreement (CRA)

Background

Mountain Island Lake was built in 1924 with
the construction of Mountain Island
Hydroelectric Station. The lake has approximate-
ly 3,281 acres of surface area and 89 miles of
shoreline. The lake also supports Riverbend
Steam Station by cooling the steam that drives
the turbines and provides a dependable water
supply for Mount Holly, Gastonia and Charlotte-
Mecklenburg, North Carolina. Full pond eleva-
tion is 647.5 feet above mean sea level.

Duke Energy provides two boating access areas
on the lake and a tailrace fishing platform for
bank fishing in cooperation with the North
Carolina Wildlife Resources Commission.

Interests addressed in the CRA

1. Lake Level Ranges — Lake level ranges (locat-
ed in the adjacent chart) have been established
to protect fish habitat, public water system,
industrial and power generation water intakes,
recreation access and aesthetics. Ranges are

2. Drought Management — As part of the reli-
censing process, a Low Inflow Protocol has been
established to "trigger' water use restrictions by
large water intake owners. These water use
restrictions apply to hydroelectric generation,
public water system withdrawals and flows for
recreation and aquatic life.

3. Shoreline Management — Duke Energy oper-
ates a comprehensive shoreline management
program on all 11 lakes along the Catawba

marinas, excavations and shoreline stabilization
within the project boundary either already exist
or can take place. Each shoreline classification

has a separate set of restrictions and allowed

activities.

4. Public Information Systems for Lake and
River Information — Information including reser-
voir level ranges, water release times, generation
schedules and maps to public access areas will
be provided as a result of relicensing. River pad-

River. Duke Energy's program
depends on the Shoreline

Management Plan (SMP) and
Shoreline Management Guidelines
(SMG) to balance private and
public access with protecting the
environmental, public recreation-
al, cultural and scenic values. As
part of the relicensing process,
both the SMP and SMG have

Mountain Island Lake Shoreline Classifications

W Busting Commercial
of Residential
Development

[ Bisting
Infrastructural
Development

[ Future Commercial
or Residential
Development

® basting and Future
Public Recreation

B Protected

been updated. The updated SMP
and SMG were implemented in September

Mountain Island Lake Elevations
(in feet on the 1st of the month)

Month(s) | Existing Guide Curve | Minimum | Targel

Jan- Dec 31 96 543 86

bounded by normal minimum and normal maxi-
mum elevations with a normal larget elevation
in between. For Mountain Island Lake the nor-
mal target lake level is 96 feet year-round.

| Maximum

2006. The SMG provide rules on what
facilities are allowed and how they can
be built/constructed/maintained.
Qverall, the update to the SMP has
resulted in more refined shoreline map-

100

ping and additional restrictions on construction
activity within the project boundary of the reser-
voir. The SMP is a series of maps with shoreline
classifications denoting locations where piers,

dlers and anglers will have access to information
on releases from dams fo paddle and fish.
Information posted on signs will be provided in
English and/or international symbols with sig-
nage in Spanish also available immediately
downstream of the dams.

5. New and Expanded Public Recreation
Facilities/Access — Recreational enhancements
planned for Mountain Island Lake include:

Stakeholders signing the Comprehensive Relicensing Agreement (CRA)

In addition to state resource agencies, Duke Energy and national special interest groups — many representatives of local entities and public citizens
around Mountain Island Lake signed the CRA. These include:

+ Catawba Lands Conservancy

+ Catawba-Wateree Relicensing Coalition
+ Centralina Council of Governments

* Charlotte-Mecklenburg Utilities

* City of Gastonia

* City of Mount Holly

+ Gaston County Quality of Natural Resources
Committea

* Lincoln County
* Mecklenburg County

* Mountain Island Lake Association
* Mt. Island Lake Marine Commission
+ North Carolina Wildlife Federation






a. Highway 73 Access Area — Provide approxi-
mately two acres of land and approximately ten
gravel parking spaces to support canoe/kayak
launching.

b. Lucia Access Area — Provide for canoe/kayak
access and approximately ten gravel parking
spaces and lease area to NCDENR.

¢. Mountain Island Lake Trails Planning
Assistance - Provide trails planning and techni-
cal assistance to state and local governments to
connect existing multi-use trail systems.

d. Riverbend Access Area — Install restrooms,
bank fishing, a swimming area and a fishing
pier, offer to City of Mount Holly for lease and
evaluation of additional recreational develop-
ment that may include a campground and
bath house.

e. Mountain Island Dam Canoe Portage -
Provide a portage trail with canoe/kayak access
(take-out, put-in) and signage.

6. Habitat, Water Quality and Land
Conservation Enhancements — Duke Energy will
continue operating the existing hydro units at
Mountain Island Lake Hydro Station to support
water quality. Duke Energy will also contribute
$1 million to the Habitat Enhancement Fund in
each state to support, protect and enhance fish
and wildlife habitat and contribute $4 to $5.5
million to Norih Carolina state agencies depend-
ent on the license term for additional land con-
servation.

7. Public Drinking Water Supply and Water
Conservation Programs — Water is vital to life
and drives our region's economy and way of life.

However, Catawba-Wateree relicensing process

studies indicate demands for water will more
than double over the next 50 years. A group of
approximately 20 water supply experts, includ-
ing Duke Energy, have outlined water manage-
ment objectives, identified tangible projects to
protect our water supply and proposed a volun-
tary water conservation fund to finance these
projects. The money will come from contribu-
tions paid by Duke Energy and other members
of the Catawba-Wateree Basin Water Manage-
ment Group. Contributors to the voluntary fund
will determine the timing and priority of projects.

P Duke CONTACT
@ Energy-

For more information and updates and other relicensing news, contact Duke Energy at www.duke-energy.com.
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Lake Wylie Perspective

Catawba-Wateree Comprehensive Relicensing Agreement (CRA)

Background

Lake Wylie was named after Dr. W. Gil Wylie,
who organized the Catawba Power Company, a
predecessor of Duke Energy. It is the oldest lake
on the Catawba River. The lake was first created
in 1904 by a dam near Fort Mill, South
Carolina.

The dam was rebuilt and enlarged in 1924 and
the lake's surface expanded to approximately
13,443 acres and 334 miles of shoreline. In
addition to supporting Wylie Hydroelectric
Station, Lake Wylie also supports Allen Steam
Station and Catawba Nuclear Station with cool-
ing water and provides a dependable water sup-
ply for Belmont, NC and Rock Hill, SC as well
as several industries. Full pond elevation at Lake
Wylie is 569.4 feet above mean sea level.

Duke Energy currently provides six public boat
access areas (with one leased to Mecklenburg
County and one to York County), one bank fish-
ing area in cooperation with the North Carolina
Wildlife Resources Commission (NCWRC) and
one boat access area below Wylie Dam in coop-
eration with the South Carolina Department of
Natural Resources (SCDNR).

Interests addressed in the CRA
1. Lake Level Ranges — Lake level ranges (locat-

ed in the adjacent chart) have been established
to protect fish habitat, public water system,
industrial and power generation water intakes,

Shoreline Management Guidelines (SMG) fo bal-
ance private and public access with protecting
the environmental, public recreational, cultural

Lake Wylie Elevations
(in feet on the Ist of the month)

| and scenic values. As part of the reli-
censing process, both the SMP and

Month(s) | Existing Guide Curve | Minimum | Target | Maximum SMG have been UpdatEd The updated

Jan - Dec 31 91 94 a7

recreation access and aesthetics. Ranges are
bounded by normal minimum and normal maxi-
mum elevations with a normal target elevation
in between. For Lake Wylie the normal target
lake level is 97 feet year-round.

2. Drought Management — As part of the reli-
censing process, a Low Inflow Protocol has been
established fo "trigger" water use restrictions by

i SMP and SMG were implemented in

September 2006. The SMG provide rules on
what facilities are allowed and how they can be
built/constructed/maintained. Overall, the update
to the SMP has resulted in more refined shore-
line mapping and additional restrictions on con-
struction activity within the project boundary of
the reservoir. The SMP is a series of maps with
shoreline classifications denoting locations

large water intake owners. These
water use restrictions apply to
hydroelectric generation, public
water system withdrawals and
flows for recreation and aquatic
life.

3. Shoreline Management — Duke
Energy operates a comprehensive
shoreline management program on

all 11 lakes along the Catawba

Lake Wylie Shoreline Classifications

™ [xisting Commercial
or Residential
Development

[ bisting
Infrastructural
Development

2 Future Commercial
or Residential
Development

W bxisfing and Future
Public Recreation

B Protected

River. Duke Energy's program depends on the
Shoreline Management Plan (SMP) and

where piers, marinas, excavations and shoreline
stabilization within the project boundary either

Stakeholders signing the Comprehensive Relicensing Agreement (CRA)

In addition to state resource agencies, Duke Energy and national special interest groups — many representatives of local entities and public citizens

around Lake Wylie signed the CRA. These include:

* Bowater, Inc.

* Carolina Canoe Club

* Catawba Indian Nation

* Catawba Lands Conservancy

* Catawba Regional Council of Governments
* Catawba River Water Plant

* Catawba-Wateree Relicensing Coalition

* Gentralina Council of Governments

* Charlotte-Mecklenburg Utilities
* City of Belmont

* City of Mount Holly

* City of Rock Hill

* Gaston County Quality of Natural Resources
Committee

* Harbortowne Marina
* Lake Wylie Marine Commission

* Lancaster County Water and Sewer District
* Mecklenburg County

* North Carolina Wildlife Federation

» South Carolina Wildlife Federation

* Union County

* York County

» York County Culture & Heritage Commission






already exist or can take place. Each shoreline
classification has a separate set of restrictions
and allowed activities.

4. Flows from Hydro Dams for Recreation —
Interest in paddling and river fishing is growing
and as a result of relicensing, water will be
released from Wylie Hydro Station on approxi-
mately 69 scheduled days per year (see adja-
cent chart) to provide and promote canoe/kayak-
ing and fishing in the river sec-

b. Saddler Island - Lease approximately 37-acre
island to the US National Whitewater Center.

c. Upper Lake Wylie Access — Provide
Mecklenburg County up to $435,000 to build a
new boat access area.

d. South Point Access Area — Market access
area to a commercial operator to provide camp-
ing, fishing, swimming and hiking facilities.

e. Buster Boyd Access Area — Install restrooms.

Parks, Recreation and Tourism (SCDPRT) up to
$265,000 to build a new canoe launch with
approximately 50 parking spaces and toilet
facilities.

k. Fort Mill Access Area and Trail - Provide rest-
rooms and two picnic tables, provide approxi-
mately one mile of trail easement.

|. Simpson Island Access — Provide York County
up to $265,000 to build access and amenities
near Simpson Island and lease the

tion downstream of Lake Wylie.
This flow release schedule was
developed through technical

study and working in partner- Apr1-30

Dates (inclusive)

ship with paddling and fishing
interests.

5. Public Information Systems
for Lake and River Information Jul 16— Aug 31
— Information including reservoir
level ranges, water release Sep 130
times, generation schedules and Oct1—31
maps to public access areas will
be provided as a result of reli-
censing. River paddlers and
anglers will have access fo information on
releases from dams to paddle and fish.
Information posted on signs will be provided in
English and/or international symbols with sig-
nage in Spanish also available immediately
downstream of the dams. Duke Energy will also
work with several other organizations to develop
an historic canoe trail map for the river section

downstream of Wylie Dam.

6. New and Expanded Public Recreation
Facilities/Access - Recreational enhancements
planned for Lake Wylie and the river section
downstream include:

a. Dutchmans Creek Access Area — Provide a
canoe/kayak access and approximately ten grav-
el parking spaces and lease to the City of
Mount Holly.

May1—Jun 15

Jun 16—Jul 15

Wylie Development Recreational Flow Schedule

Days / Description

Last full weekend - Saturday
and Sunday 3,000

Each Friday, Saturday & Sunday 3.000
plus Memorial Day t

Each Friday, Saturday & Sunday £.000
plus Independence Day ]

Each Saturday and Sunday 6,000 10 a.m.

Each Flillav. Salurday and 5.000
Sunday plus Labor Day 2

Each Saturday and Sunday 3,000 10am.

Ten discretionary hours in blocks 1,000
of no less than one hour each :

f. York County EMS Facility - Lease approxi-
mately one acre of property to York County for
emergency access.

g. Allison Creek Access Area — Add approxi-
mately 48 acres to the site and develop an RV
campground with all amenities and York County
will lease and manage.

h. Rock Hill Park — Lease land to City for park
across the cove from the City's water intake, fo
include fishing, picnicking, swimming, rest-
rooms and parking facilities.

i. Canoe/Kayak Access Area at the Catawba
Indian Reservation — Provide the Catawba
Indians up to $165,000 to build a new canoe
launch and parking area.

j. Canoe and Kayak Access at Lansford Canal
State Park - Provide the SC Department of

[ 10am.

10am.

10 a.m.

10 a.m.

island.

m. Culp Island — Lease the approx-
imately 137-acre island fo the
SCDPRT.

n. Upper Wylie Regulated River
Reach Trail - Locate approximately
one mile of trail downstream of
Fort Mill Access Area on eastem
bank of the river.

0. Landsford Canal State Park
Management Zone - Lease up to
300 horizontal feet lakeward or in
the riverbed areas to SCOPRT.

7. Habitat, Water Quality and Land
Conservation Enhancements - Duke Energy
will replace one of the existing hydro units at
Wylie Hydro Station and begin providing confinu-
ous releases of water to support fish habitat in
the river section downstream. These water releas-
es will also include improvements in dissolved
oxygen fo support water quality. Duke Energy will
also contribute $1 million to the Habitat
Enhancement Fund in each state to support, pro-
tect and enhance fish and wildlife habitat and
contribute $4 to $5.5 million to North Carolina
state agencies and $5.32 to $6.82 million to
South Carolina state agencies dependent on the
license term for additional land conservation.

Duke Energy will also provide a one-time contri-
bution of $1 million to the South Carolina
Department of Natural Resources (SCDNR) to

create the Catawba-Wateree Project Fish and
Wildlife Mitigation and Enhancement Fund.

8. Public Drinking Water Supply and Water
Conservation Programs — Water is vital to life
and drives our region’s economy and way of life.
However, Catawba-Wateree relicensing process
studies indicate demands for water will more

than double over the next 50 years. A group of
approximately 20 water supply experts, includ-
ing Duke Energy, have outlined water manage-
ment objectives, identified tangible projects to

protect our water supply and proposed a volun-

tary water conservation fund to finance these

projects. The money will come from contribu-

tions paid by Duke Energy and other members
of the Catawba-Wateree Basin Water
Management Group. Contributors to the volun-
tary fund will determine the timing and priority
of projects.

Pnuke CONTACT
lEnergy e For more information and updates and other relicensing news, contact Duke Energy at www.duke-energy.com.
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Fishing Creek Reservoir Perspective
Catawba-Wateree Comprehensive Relicensing Agreement (CKA)

Background

Fishing Creek Reservoir was created in 1916
and has approximately 3,112 surface acres of
water and 78 miles of shoreline. The Fishing
Creek Dam is 1,770 feet long with 21 flood-
gates. The lake also provides a dependable
water supply for the Chester Metropolitan
District and for Springs Industries, Inc. Full pond
elevation is 417.2 feet above mean sea level.

Duke Energy provides two boat access areas on
the lake in cooperation with the South Carolina
Department of Natural Resources (SCDNR).

Interests addressed in the CRA

1. Lake Level Ranges - Lake level ranges (locat-
ed in the adjacent char) have been established
to protect fish habitat, public water system,
industrial and power generation water intakes,
recreation access and aesthetics. Ranges are
bounded by normal minimum and normal maxi-
mum elevations with a normal target elevation

generation, public water system withdrawals
and flows for recreation and aquatic life.

3. Shoreline Management - Duke Energy oper-
ates a comprehensive shoreline management
program on all 11 lakes along the Catawba
River. Duke Energy's program depends on the
Shoreline Management Plan (SMP)

voir level ranges, water release fimes, generation
schedules and maps fo public reservoir access
will be provided as a result of relicensing. River
paddlers and anglers will have access to infor-
mation on releases from dams to paddle and
fish. Information posted on signs will be provid-
ed in English and/or international symbols with

and Shoreline Management
Guidelines (SMG) to balance pri-
vate and public access with pro-
tecting the environmental, public
recreational, cultural and scenic
values. As part of the relicensing
process, both the SMP and SMG
have been updated. The updated
SMP and SMG were implemented

Fishing Creek Reservoir Shoreline Classifications

‘.3%

m fxisting Commercial
of Residential
Dezelopment

I1 Bsting
Infrastructural
Development

1 Future Commercial
of Residential
Development

w bisting and Future
Public Recreation

™ Protected

in September 2006. The SMG pro-
vide rules on what facilities are allowed and
how they can be built/constructed/maintained.
Overall, the update to the SMP has resulted in
more refined shoreline mapping and

Fishing Creek Reservoir Lake Elevations
(in feet on the 1st of the month)

Month(s) |[:islingGu1d‘:Cune| Minimum l Targel

Jan - Dec 31 91 95 98

in between. For Fishing Creek Reservoir the nor-
mal target lake level is 98 feet year-round.

2. Drought Management — As part of the
relicensing process, a Low Inflow Protocol

has been established to 'trigger' water use
restrictions by large water intake owners. These
water use restrictions apply to hydroelectric

additional restrictions on construction
activity within the project boundary of

| Maximum

s the reservoir. The SMP is a series of
maps with shoreline classifications
denoting locations where piers, marinas, excava-
tions and shoreline stabilization within the proj-
ect boundary either already exist or can take
place. Each shoreline classification has a sepa-

rate set of restrictions and allowed activities.

4. Public Information Systems for Lake and
River Information -- Information including reser-

signage in Spanish also available immediately
downstream of the dams.

5. Habitat, Water Quality and Land
Conservation Enhancements — Duke Energy
will operate the existing hydro units at Fishing
Creek Hydro Station to support improvements in
dissolved oxygen. Duke Energy will also con-
tribute $1 million to the Habitat Enhancement
Fund in each state to support, protect and
enhance fish and wildlife habitat and contribute
$5.32 to $6.82 million to South Carolina state
agencies dependent on the license term for
additional land conservation.

Duke Energy will also provide a one-time contri-

Stakeholders signing the Comprehensive Relicensing Agreement (CRA)

In addition to state resource agencies, Duke Energy and national special inferest groups - representatives of local entities and public citizens around

Fishing Creek Reservoir signed the CRA. These include:

* Carolina Canoe Club
* Catawba Indian Nation
» Catawba Regional Council of Governments

+ Catawba-Wateree Relicensing Coalition
* Chester Metropolitan District
* Lancaster County Water and Sewer District

* Springs Industries, Inc.
* South Carolina Wildlife Federation






bution of $1 million to the South Carolina
Department of Natural Resources (SCDNR) to
create the Catawba-Wateree Project Fish and
Wildlife Mitigation and Enhancement Fund.

6. New and Expanded Public Recreation
Facilities/Access — Recreational enhancements
planned for Fishing Creek Reservoir include:

a. Springs Park — Relocate the existing Cane
Creek Access and develop two trailered boat
ramps, courtesy dock, paved and lighted park-
ing, fishing pier, and bank fishing trail in cooper-
ation with Lancaster County.

b. Fishing Creek Access Area — Provide a fishing
pier, additional paved parking, picnic area, rest-

room, and swimming beach if a suitable area is
found and offer lease of the site to Chester
County.

c. Highway 9 Access Area — Provide up to
$215,000 to develop a new trailered boat
ramp, courtesy dock and restrooms in the vicini-
ty of the existing Highway 9 Landing if another
entity provides the land.

d. Fishing Creek Tailrace Fishing Area — Provide
a public fishing area (platform, pier or bank fish-
ing trail and paved parking).

7. Public Drinking Water Supply and Water
Conservation Programs -- Water is vital to life
and drives our region's economy and way of life.

However, Catawba-Wateree relicensing pracess
studies indicate demands for water will more
than double over the next 50 years. A group of
approximately 20 water supply experts, includ-
ing Duke Energy, have outlined water manage-
ment objectives, identified tangible projects to
protect our water supply and proposed a volun-
tary water conservation fund to finance these
projects. The money will come from contribu-
tions paid by Duke Energy and other members
of the Catawba-Wateree Basin Water Manage-
ment Group. Contributors to the voluntary fund
will determine the timing and priority of projects.

P Duke CONTACT
& Energy-

For more information and updates and other relicensing news, contact Duke Energy at www.duke-energy.com.
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Great Falls and Cedar Creek Reservoir Perspectives
Catawba-Wateree Comprehensive Relicensing Agreement (CRA)

Background

The Great Falls and Dearborn Hydroelectric
Stations are both located on the Great Falls
Reservoir. The lake was completed in 1907
with the construction of the Great Falls
Hydroelectric Station and has a surface area
of approximately 477 acres. The Dearborn
Hydroelectric Station was completed in 1923.
Full pond elevation is 355.8 feet above mean
sea level. There is no public access currently
on this lake.

The Cedar Creek and Rocky Creek Hydroelectric
Stations are both located on the Cedar Creek
Reservoir. The reservoir has a surface area of
approximately 847 acres. The lake was com-
pleted in 1909 with the constructicn of the
Rocky Creek Hydroelectric Station. The Cedar
Creek Hydroelectric Station was built in 1926.
Full pond elevation is 284.4 feet above mean
sea level.

The combined shoreline length for the two
reservoirs is approximately 32 miles.

Duke Energy provides two boat access areas on
Cedar Creek Reservoir in cooperation with the
South Carolina Department of Natural Resources
(SCDNR).

Interests addressed in the CRA

1. Lake Level Ranges — Lake level ranges (locat-
ed in the chart below) have been established to
protect fish habitat, public water system, indus-
trial and power generation water intakes, recre-
ation access and aesthetics. Ranges are bound-

ed by normal minimum and normal maximum
elevations with a normal target elevation in
between. For Great Falls Reservoir and Cedar
Creek Reservoir the normal target lake level is
97.5 feet year-round.

license term for additional land conservation.

Duke Energy will also provide a one-time contri-

bution of $1 million to the South Carolina

Department of Natural Resources (SCDNR) fo
create the Catawba-Weateree Project Fish

Great Falls Reservoir Elevations
(in feet on the 1st of the month)

Month(s) | Existing Guide Curve | Minimum | Targel

Jan - Dec 31 98 85 9.5

100

| and Wildlife Mitigation and
Enhancement Fund.

‘ Maximpm

4. Public Information Systems for Lake
and River Information -- Information

Cedar Creek Reservoir Elevations
(in feet on the Ist of the month)

Month(s) ] Existing Guide Curve I Minimum | Target
Jan - Dec 31 98 96 91.5

2. Drought Management — As part of the reli-
censing process, a Low Inflow Protocol has been
established to "trigger' water use restrictions by
large water intake owners. These water use
restrictions apply to hydroeleciric generation,
public water system withdrawals and flows for
recreation and aquatic life.

3. Habitat, Water Quality and Land
Conservation Enhancements — Duke Energy will
modify the diversion dams and provide continu-
ous water releases into the two bypassed reach-
es to support fish habitat. These water releases
will also include improvements in dissolved oxy-
gen to support water quality. Duke Energy will
also contribute $1 million to the Habitat
Enhancement Fund in each state to support,
protect and enhance fish and wildlife habitat
and contribute $5.32 to $6.82 million to South
Carolina state agencies dependent on the

l Maximum

100

including reservoir level ranges, water
release times, generation schedules and
maps to public access areas will be pro-
vided as a result of relicensing. River
paddlers and anglers will have access to
information on releases from dams to paddle
and fish. Information posted on signs will be
provided in English and/or international symbols
with signage in Spanish also available immedi-
ately downstream of the dams.

5. Shoreline Management - Duke Energy oper-
ates a comprehensive shoreline management
program on all 11 lakes along the Catawba
River. Duke Energy's program depends on the
Shoreline Management Plan (SMP) and
Shoreline Management Guidelines (SMG) to bal-
ance private and public access with protecting
the environmental, public recreational, cultural
and scenic values. As part of the relicensing
process, both the SMP and SMG have been
updated. The updated SMP and SMG were
implemented in September 2006. The SMG
provide rules on what facilities are allowed and

Stakeholders signing the Comprehensive Relicensing Agreement (CRA)

In addition to state resource agencies, Duke Energy and national special interest groups — many representatives of local entities and public citizens

around these lakes signed the CRA. These include:

+ American Whitewater
+ Carolina Canoe Club
« Catawba Indian Nation

+ Catawba-Wateree Relicensing Coalition
* Chester Metropolitan District
* Great Falls Hometown Association

+ South Carolina Wildlife Federation
* Town of Great Falls





how they can be built/constructed/maintained.
Overall, the update to the SMP has resulted in
more refined shoreline mapping and additional
restrictions on construction activity within the
project boundary of the reservoir. The SMP is a

a. Highway 200 Bridge Access Area — Acquire
approximately 1 to 5 acres in the vicinity of the
Highway 200, Highway 21 and Fishing Creek

intersection for canoe/kayak launch, restrooms,
and gravel parking area.

b. Lower Great Falls Reservoir

Great Falls/Cedar Creek Shoreline Classifications

® bsting and Future
Public Recreation

M Protected

Canoe/Kayak Launch — Acquire

1% ™ Bisting Commercial approximately 1 to 7 acres and
or Residential
Development construct a canoe/kayak launch
[ Bbasting : i
lnfeastnichacal on Great Falls Reservoir down
et stream of Great Falls Headworks
M Future Commercial ;
or Residential and lease site to SCDPRT.
Development

Great Falls Long Bypassed Reach
c. Great Falls Diversion Dam

Portage — Develop a portage trail

series of maps with shoreline classifications
denoting locations where piers, marinas, excava-
tions and shoreline stabilization within the proj-
ect boundary either already exist or can take
place. Each shoreline classification has a sepa-
rate set of restrictions and allowed activities.

6. Flows from Hydro Dams for Recreation -
Interest in paddling and river fishing is growing
and as a result of relicensing,

on the north end of Mountain
Island to provide boater access to Great Falls
Long Bypassed Reach.
d. Great Falls Reservoir Boating Safety -
Evaluate safety concerns and construct and
maintain any necessary boating safety devices
upstream of the diversion dam.

Great Fall [ ssed Reach
e. Great Falls Headworks Portage - Provide a

Rocky Creek - r Creek Development

g. Cedar Creek Reservoir fsland Improvements —
Lease to SC Department of Parks Recreation and
Tourism (SCDPRT), the islands in the Great Falls-
Cedar Creek Island Complex for state park devel-
opment, management of the Dearborn Amory
site and provide up to $1 million to SCDPRT for
island complex development and management.
Construct an ADA-compliant pedestrian bridge
from the Lower Great Falls Reservoir

Canoe/Kayak Launch to Dearborn Island.

h. Mudcat Inn Access Area — Acquire approxi-
mately 1 to 5 acres and build a canoe/kayak
access facility with approximately ten gravel
parking spaces and lease the site to the Town of
Great Falls.

8. Public Drinking Water Supply and Water
Conservation Programs -- Water is vital to life
and drives our region's economy and way of life.
However, Catawba-Wateree relicensing process
studies indicate demands for water will more
than double over the next 50 years. A group of
approximately 20 water supply experts, includ-
ing Duke Energy, have outlined water manage-
ment objectives, identified

water will be released into the
Great Falls Long Bypassed reach

Channel

on approximately 22 scheduled

Long
G ER
Reach

days per year and the short
bypassed reach on approximate-
ly 28 scheduled days per year

(see adjacent chart) to provide Shert

Bypassed

and promote canoe/kayaking in Reach

the river bypassed sections
Both

Bypassed
Reaches

downstream of Great Falls
Reservoir. This flow release
schedule was developed through technical study
and working in partnership with paddling and
fishing interests.

7. New and Expanded Public Recreation
Facilities/Access ~ Recreational enhancements
planned for Great Falls Reservoir and Cedar
Creek Reservoir include:

May 1 thru

Great Falls - Dearborn Development Recreational Flow Schedule

Flow (cfs)
(at or above)

2,940

Dates
(inclusive)

Mar 1
thru
Oct 31

Days / Description
Two Saturdays per month
A total of four Sundays
Mar 1
thru
Oct 31

One Saturday per month to
correspond with Long Bypass
releases

Two weekends (Saturday and
Sunday) per month

ct 31

Ten discretionary hours in blocks
of not less than one hour each

portage trail on Mountain Island around the
Great Falls Headwaorks to provide boater access
to the Short Bypassed Reach.

f. Great Falls Headworks-to-Cedar Creek

Reservoir Portage - Provide a portage trail along

the Short Bypassed Reach to Cedar Creek
Reservoir.

tangible projects to protect
our water supply and pro-
posed a voluntary water con-
servation fund to finance
these projects. The money
will come from contributions

paid by Duke Energy and

10a.m. 3pm,

other members of the
Catawba-Wateree Basin
Water Management Group.
Contributors to the voluntary
fund will determine the timing and priority of
projects.

P Duke
& Energy-
CONTACT
For more information and updates and other

relicensing news, contact Duke Energy at
www.duke-energy.com.  #06-4653 1/2007






Lake Wateree Perspective

Catawba-Wateree Comprehensive Relicensing Agreement (CRA)

Background

Lake Wateree was created in 1920 for the oper-
ation of Wateree Hydroelectric Station. Lake
Wateree has approximately 13,864 surface
acres and 181 miles of shoreline and is the sec-
ond largest of the eleven-lake system on the
Catawba and Wateree rivers. The lake also pro-
vides a dependable water supply for the Lugoff-
Elgin Water Authority and the City of Camden,
South Carolina. Full pond elevation is 225.5
feet above mean sea level.

As the most downstream reservoir and consider-
ing that much of the shoreline is gently sloping,
Lake Wateree typically experiences more fre-
quent shoreline flooding and for longer durations
than do the other reservoirs.

Duke Energy provides seven boat access areas
on the lake and one below the dam in coopera-
tion with the South Carolina Department of
Natural Resources (SCDNR).

level is seasonal and ranges from 94.5 feet to
97 feet.

2. Drought Management - As part of the reli-
censing process, a Low Inflow Protocol has heen
established to "trigger' water use restrictions by
large water intake owners. These water use
restrictions apply to hydroelectric generation,
public water system withdrawals and flows for

recreation and aquatic life.

3. Habitat, Water Quality and Land
Conservation Enhancements — Duke Energy
will replace one of the existing hydro units at
Wateree Hydro Station with a new aerating run-
ner and will operate the hydro units to provide
continuous flows to support fish habitat in the
river section downstream. These water releases
will also include improvements in dissolved
oxygen to support water quality. Duke Energy
will also contribute $1 million to the Habitat
Enhancement Fund in each state fo support,

protect and enhance fish and wildlife habitat
and contribute $5.32 to $6.82 million to South
Carolina state agencies dependent on the

license term for additional land conservation.

Duke Energy will also provide a one-time contri-
bution of $1 million to the South Carolina
Department of Natural Resources (SCDNR) to
create the Catawba-Wateree Project Fish and
Wildlife Mitigation and Enhancement Fund.

4. Flood Management Improvements — Dam
structure modifications valued at approximately
$5.71 million to improve high water manage-
ment have been identified for Lake Wateree.
Provided the detailed engineering designs and
subsequent agency approvals are supportive,
both Lake Wateree homeowners associations are
parties to the CRA and the New License term is
50 years, Duke Energy would install an inflat-
able bladder dam along the dam'’s spillway to
provide approximately 10,000 cfs flow release
capacity to substantially improve flood

Interests addressed in the CRA

1. Lake Level Ranges — Lake level ranges
(located in the adjacent chart) have been
established fo protect fish habitat, public
water system, industrial and power genera-
tion water intakes, recreation access and
aesthetics. Ranges are bounded by normal
minimum and normal maximum elevations
with a normal target elevation in between.
For Lake Wateree the normal target lake

Lake Wateree Elevations
(in feet on the 1st of the month)

Maximum

100

Minimum

9

Month(s) | Existing G

94.5

Target

Jan 94.5

Feb 95.9 93 85 100

94 a1 100

93 91 100

93 95 100

93

84,5

100

management capabilities at Lake Wateree.
The dam modifications will not however,
have a substantial effect on larger flooding
events.

5. Public Information Systems for Lake
and River Information - Information
including reservoir level ranges, water
release times, generation schedules and
maps to public access areas will be provid-

Stakeholders signing the Comprehensive Relicensing Agreement (CRA)

In addition to state resource agencies, Duke Energy and national special interest groups — many representatives of local entities and public citizens

around Lake Wateree signed the CRA. These include:

* Carolina Canoe Club

* Catawba Indian Nation

» Catawba-Wateree Relicensing Coalition
¢ City of Camden

* Great Falls Hometown Association

* Kershaw County

¢ Kershaw County Conservation District
* Lake Wateree Association

* Lugoff-Elgin Water Authority

* International Paper

» South Carolina Wildlife Federation

* South Carolina Electric and Gas

* Town of Great Falls

* Wateree Homeowners Association - Fairfield






ed as a result of relicensing. River paddlers and
anglers will have access to information on
releases from dams to paddle and fish.
Information posted on signs will be provided in
English and/or international symbols with sig-
nage in Spanish also available immediately

downstream of the dams.

6. Shoreline Management — Duke Energy oper-
ates a comprehensive shoreline management
program on all 11 lakes along the Catawba
River. Duke Energy's program depends on the
Shorgline Management Plan (SMP) and
Shoraline Management Guidelines (SMG) to bal-
ance private and public access with protecting
the environmental, public recreational, cultural
and scenic values. As part of the relicensing
process, both the SMP and SMG have been
updated. The updated SMP and SMG were
implemented in September 2006. The SMG
provide rules on what facilities are allowed and
how they can be built/constructed/maintained.
QOverall, the update to the SMP has resulted in
more refined shoreline mapping and additional

7. Flows from Hydro Dams for Recreation -
Interest in paddling and river fishing is growing
and as a result of relicensing, water will be

released from

Provide funding to Kershaw County (up to
$900,000 total) for the County to construct two
motorized boat ramps with a courtesy dock,

Wateree Hydro
Station on approxi-
mately 47 sched-
uled days per year

Dates (inclusive)

and Sunday
(see adjacent May 1 Jul 31
chart) to provide
and promote

canoe/kayaking

apr 131 Last full weekend - Saturday 2760

Each Saturday and Sunday plus 2760
Memorial and Independence Days ’

i Each Saturday and Sunday
LRl plus Labor Day a1ee

Wateree Development Recreational Flow Schedule

Flow (cfs)

Days / Description (at or above) Start

10 a.m.

10 a.m.

10 a.m.

Det1-31 Each Saturday and Sunday 2,760 10 a.m.

and fishing in the
river section down-
stream of Lake
Wateree. This flow release schedule was devel-
oped through technical study and working in
partnership with paddling and fishing interests.

8. New and Expanded Public Recreation
Facilities/Access — Recreational enhancements
planned for Lake Wateree and the river section

downstream include:

a. Wateree Creek Access Area — Provide a pub-
lic fishing pier, a 5-10 fable pic-

Lake Wateree Shoreline Classifications

B Bisting Commercial

Public Recreation

nic area, restrooms and approxi-
mately a ten-space gravel park-

or Residential .
Development Ing area.

L b. Molly Creek Park — Acquire
SeEgpme approximately 100 acres and
Future Commercial ;
or Residential market to commercial operators
Development ;

o for development of a multi-use

-1 Busting and Future

recreation area including facili-

® Protected ties such as swimming, RV

restrictions on construction activity within the
project boundary of the reservoir. The SMP is a
series of maps with shoreline classifications
denoting locations where piers, marinas, excava-
tions and shoreline stabilization within the proj-
ect boundary either already exist or can take
place. Each shoreline classification has a sepa-
rate set of restrictions and allowed activities.

camping, bathhouse, dump sta-
tion, paved parking, restrooms, marine pump-
out, trails, bank and pier fishing, picnic areas
and boat access.

c. Lake Wateree State Park Management Zone
— Lease a lake management zone (300 harizontal
feet lakeward from full pond elevation along the
shoreline adjoining the state park) to SCOPRT.

d. East Wateree Access Improvements —

Ten discretionary hours in blocks 2780 '
of no less than one hour each !

paved and lighted parking, and a swimming
area with bath house and paved parking on
county-acquired property fo improve public
access to the east side of Lake Waleree.

e. Lake Wateree Recreation Lands — Convey
approximately 800 acres of land adjoining the
Heritage Project, Cedar Creek Access Arsa and
Lake Wateree to the South Carolina Department
of Natural Resources (SCDNR) for public recre-
ation and compatible permanent conservation.

f. Colonels Creek Access Area — Provide a cour-
tesy dock, swimming area, restrooms, a picnic
shelter and additional paved parking through a
lease to Fairfield County,

g. Taylors Creek Access Area — Expand the
existing access area by approximately three
acres (total of approximately 10 acres) and pro-
vide approximately 10 gravel parking spaces.

h. Lugoff Access Area — Provide restrooms and

improved gravel parking.

8. Public Drinking Water Supply and Water
Conservation Programs -- Water is vital to life

and drives our region's econemy and way of life.

However, Catawba-Wateree relicensing process
studies indicate demands for water will more

than double over the next 50 years. A group of
approximately 20 water supply experts, includ-

ing Duke Energy, have outlined water manage-
ment objectives, identified tangible projects to

protect our water supply and proposed a volun-

tary water conservation fund to finance these

projects. The money will come from contribu-

tions paid by Duke Energy and other members

of the Catawba-Wateree Basin Water Manage-
ment Group. Contributors to the voluntary fund
will determine the timing and priority of projects.

P Duke CONTACT
@ Energy-

For more information and updates and other relicensing news, contact Duke Energy at www.duke-gnergy.com.
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An Allowable Ex Parte Briefing:
Cyber Security

Presented By:  Brett Carter, President , Duke Energy Carolinas
Sam Holeman, Director, System Operations

May 29, 2009





Agenda

s

Duke
Energy-

» Brief History of Technology and Cyber Security
» Industry Transitions and Key Drivers

» Duke Energy’s Cyber Security Strategy

» Protecting Duke Energy’s Critical Assets






'Euke
Historical Perspective s

» Early Process Control Systems isolated and self-contained

» Technology was proprietary
» Systems were not built for connectivity to other regional
grids

» Low risk of cyber and physical attacks






Evolution to Present
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» Today’s process control systems use more commercial
software, are built for connectivity, provide more automation
= more complexity
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Reliability

Coordinators

ICTE
MISO
TVA

VACAR
South
PJM





Internal and External Threats
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Numerous events have created a need to take action
» Y-2-K

» Terrorist Attacks in 2001

» Computer viruses and internet hackers

» ldentity theft / lost or stolen confidential information

Incidents typically drive legislation and regulation
changes

» Department of Homeland Security (DHS)

» Nuclear Regulatory Commission (NRC)

» Federal Energy Regulatory Commission (FERC)

North American Electric Reliability Corporation (NERC)
0 SERC Reliability Corporation
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Compliance Expectations






NERC CIP Standards chﬁﬁw

CIP — Critical Infrastructure Protection
NERC CIP standards are comprehensive, cyber security requirements

4
4
4
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Apply to control centers, substations, and generation plants
FERC enforceable

Compliance audits already taking place

Non-compliance =SS fines

Components of the standards require

»
b
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Identification of critical assets
Personnel screening and training
Access control

Incident management

Disaster recovery

Compliance Timeline

>
»

Phased-in approach began in 2006 and will end in 2010
Control centers in 2009; substations and generation plants 2010
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CIP Critical Asset Identification and Duke
Management & Eneray:

» Criteria that define critical assets includes:
» Control centers and backup control centers

» Transmission substations and generation resources that
support the reliable operation of the bulk electric system

» Systems and facilities critical to system restoration
» Systems and facilities critical to automatic load shedding

» The compliance effort is large in scope and significance

» Implementation and maintenance requires specialized
technical skill set
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Duke Energy protects customer, employee, and shareholder
assets by:

» Weaving security into all layers of technology and making
security part of the Company’s design methodology

» Employing “Best in Class” information technology security
practices

» Deploying security tools and skilled technicians to monitor
activities
» Staying current on potential threats and security risks
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Duke Energy’s Cyber Security Strategy

» Utilize a ‘defense in depth’ approach
Intrusion detection and monitoring
Multiple firewalls

»
;
» Two-factor authentication
» Anti-virus software

p

Penetration testing

» Third party reviews of security practices

Perimeter Network
(DMZ) Internal Network

Firewall Firewall
Intrusion Detection

Monitoring

Applications Available
to the Public Internet

Personal Firewall
Internet Manitoring

Two Factor
Authentication
Required for Login
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Duke Energy’s Cyber Security Vision

» Continued focus on protecting critical assets
» Adaptation to meet ever-changing threats

» National collaboration
DHS — Department of Homeland Security
EPRI — Electric Power Research Association

y
b
» FERC - Federal Energy Regulatory Commission
» NERC - Nuclear Regulatory Commission
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NIST - National Institute of Standards and Technology -
Computer Security Division

» Ongoing security training of employees/contractors
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Questions






