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OFFICIAL COPY

STAFF CONFERENCE MONDAY, JANUARY 10, 2011

CHAIRMAN FINLEY: Let's come to order, please.
In compliance with the requirements of Chapter 138(a) of
the State Government Ethics Act, I remind all members of
the Commission of their duty to avoid conflicts of
interest and inquire whether any member of the Commission
has a conflict with respect to the matters we have coming
before us at this time?

{No response.)

We have 3 brief items on our agenda. We have
some news by Progress Energy and Duke Energy that has
broken over the weekend, and we have asked representatives
of those companies if tﬁey would come down this morning in
our agenda meeting, and brief us to the extent they’are
able, to what their plans are. At this time we will
preempt our regularly scheduled agenda items and hear from
Progress and/or Duke.

Tell us who you are for the record.

JOHN MCARTHUR: I'm John McArthur. 1I'm
currently the general counsel at Progress Energy. And
Brett Carter, President of Duke Energy Carolinas is here
and Lloyd Yates, President of Progress Energy Carolinas,

is here with me this morning.
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What Len is handing out to you is the slide deck
or presentation that Jim Rogers and Bill Johnson are
delivering in a webcast to investors as we speak. 5o you
are getting this realtime as the rest of the universe is.
What I'd like to do is to go through some of these slides,
not 511 of them, and try to focus on the things we think
you would be most interested in in this proposed
transaction.

I will proceed to Page 7 which is really an
overview. And the proposed strategic combination of
Progress Energy and Duke Energy would create the largest
US utility héadquartered here in North Carolina. As you
see on that page, it's about an 85% regulated energy mix,
15% unregulated. And it does position the company to be
in a leadership position in the national level on policy
issues.

If you turn to Page 8, the next page there, this
has some of the highlights of the drivers for the
transaction. I am going to focus on the customer benefits
here and come back to those -- this is a stock-for-stock
trgnsaction. And the drivers here in terms of the
customer side 'in normal situations like this operational
efficiencies, we have studied that and there will be

operational efficiencies from this proposed transaction.
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But unique here are significant benefits to Carolina's
customers from joint dispatch. These would produce fuel
savings to customers. And I'm going to come back to that
and digcuss it in a little more detail.

As you will see in a iittle bit the proposed
transaction involves members of both of the management
teams in terms of going forward, and I will discuss that a
little bit.

Page 9 gives you an overview of financials, and
it really just describes for you the size and scope of
what the combination would be in terms of market cap,
customers over 7 million, customers total generation
capacity there and rate base. I won't go into details,
but that does give you an overview of the size.

The next page, I do want to discuss a little bit
of "the key transaction terms for you so you will have
that. The new entity will be known as Duke Energy
Corporation.. The premium paid to Progress' shares in the
£ransaction is about 7% depending on how you calculate it.
But it's in that range. The corporate headquarters will
be in Charlotte with a significant presence remaining in
Raleigh. Today we are not able to specify what that is,
but during the transition we'll be able to give more

details on exactly what operations will remain here in
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Raleigh. Significantly, I think for you is there's no
change in the utilities in terms of legal entities. So
the proposal is that Duke Energy Carolinas and Progress
Energy Carolinas would remain.as legal entities for
regulatory purposes and before you going forward.

You see the break out there in terms of
ownershié 63%, Duke Energy shareholder and 37 for
Progress? Jim Rogers would take the role of Executive
Chairman, and Bill Johnscon will be the President and CEO
with responsibilities to operate and run the corporation.
And then you see you see the board composition there: 11
from Duke, 7 from Progress. That's really the overall key
transaction. Is there any questions on this overview
part?

CHAIRMAN FINLEY: So you would maintain the
separate operating companies of Progress and Duke in North
Carolina on a'forward-going basis. Does that mean
indefinitely or do envision at some point merging the two
companies to obtain economies of scale and perhaps divide
the rate structure across the state?

JOHN MCARTHUR: Mr. Chairman, there have been no
plans to combine currently. So on a going-forward basis
we would intend to operate them separately. As you know

there is rate disparities between two particularly for the
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industrial customers, and that would be an issue. I would
say the companies are open to down the road if it makes
sense we would come to the Commission and address that
issue. But for this transaction and for the going-forward
basis, the plan is to operate separately.

Okay, the next page -- these next two pages, we
are going to look at both of these together. It really
provides the transaction rational for the two corporations
and the two shareholder basis. I'm going to focus on the
significant customer benefits there in the bottom and
discuss the fuel and dispatch savings for the Carolina
customers.

We obviously studied this, and these are fuel
savings that would be derived mainly for two basis: One
is jointly dispatching the combined generation fleet. So
we would dispatch the most efficient units first, and this
would generate overall fuel savings. And the studies that
we've done in general similar to Duke's units would
dispatch before Progress Energy Carolina's units. So
there would be an issue of how do yoﬂ equalize these fuel
savings? And our proposal would be we would work with the
Public Staff, and try to come to you with a proposal to
try to equalize these fuel savings between the two legal

entities and two utilities. But overall our studies show
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joint dispatch savings in the neighborhood of 6 to 800
million in the first 5 years. So a fairly significant
savings there.

The other source of savings in addition to
really dispatching efficient units is fuel procurement
savings. Obviously, with the larger entity you are able
to leverage that going forward so as current fuel
contracts roll off, we would be leveraging the larger size
to -- in terms of pricing of coal and gas. So those are
the two main drivers for the fuel savings that we describe
here. That's obviously an important part of this
transaction and an important driver for custoﬁers. I'd be
happy to discuss that further with you ;nd answer any
questions about that.

Operational efficiencies, we have done some
gtudies on this and benchmark. And what we expect is we
looked at other transactions that are sort of similar, and
the range is somewhere between 5 and 7% or so of nonfuel
O&M per year. We.expect this transaction to fall in that
range. And our proposal will be that those savirgs would
flow to the customers in the normal course through rate
proceedings that the two rate proceedings the customers
have tentative schedules for.

So we are really looking at two strings here in
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terms of the joint dispatch. Those savings would begin
sort of day one after close and show up in the fuel clause
proceeding for the utilities and the others through a base
rate proceeding.

CHAIRMAN FINLEY: Does Progress have any plans
for a base rate case any time soon?

JOHN MCARTHUR: Let me turn you to Page 33. I
think this is the best way to answer that. I think as the
Commission is aware, Progress is in the process of putting
in place new combined cycle units and doing coal-to-gas
repowering strateqgy which involves as you see here our
Richmond County combined cycle unit scheduled to come
online in June. And in addition to our Lee proposed unit
in Sutton in 2013 and 2014. So these capital'investments
are going to require a rate case at the appropriate time.
We are looking in that 12 to 13 timeframe. We don't have
a specific time yet. But we do know that this capital
investment program will require a rate case in the near
future.

If you turn one page back, we have a similar
description for Duke Energy, and I think you are familiar
with this, the Cliffside and Buck and Dan units coal and
gas, they are scheduled to prorate case in 2011 and 2012.

So both companies will be before you for general rate
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cases in the near future.

Other questions on that?

COMMISSIONER BROWN-BLAND: Good morning, Mr.
McArthur, am I understanding that with regard to the
Progress piece of it that you are looking at potential
test year 201272

JOHN MCARTHUR: Again, we haven't pinned down
the exact date, but current forecast that it's in that
range.

COMMISSIONER BROWN-BLAND: Thank you.

JOHN MCARTHUR: A couple of other slides I did
want to cover this morning on Page 13, there it does give
you the description of management team. I want to go
through this briefly. This is a combined management team:
Chief Financial Officer and General Counsel are current
Duke positions are Lynn Good and Mark Manly; Mark Mulhern
from Progress will be Chief Administrative Officer;
Jennifer Weber currently Chief Human Resources Officer at
Duke would in that position in the new combined entity;
Dhiaa Jamil would run the Nuclear Fleet; Jeff Lyash from
Progress on other generation non-nuclear; I would have the
Regulated Utilities and the utilities presidents would
report to me; Keith Trent at Duke would continue to

operate their Commericial Businesses, non-regulated units;
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and Lloyd Yates would have tﬁe transmission distribution
and customer business. So this is the management team
that is being announced today. And then during the
transition obviously would be making other additional
announcements as it goes forward. Up in the box there on
the left in terms of integration A.R. Mullinax at Duke and
Paula Sims from Progress will be the transition effort.
They both have deep experience, and they are both involved
in our transition from previous transactions. So we feel
pretty good about the experience we have there.

Questions about this manégement team?

{No response.)

I did have a slide here on Regulatory Approval
which is 14. You see over in the box there we will be
filing in the first quarter North and South Carclina U.S.
DOJ, FERC, and NRC. I would touch base a little bit on
the preferred filing. Obviously, this is focused on
market power énd the wholesale markets. We've obviously
studied this, and we do intend to file studies that would
show no divestiture required. But we do expect to have a
filing that would propose what we would call a "clean
approval" at FERC.

CHAIRMAN FINLEY: And the risk of divestiture,

could you go into that a little bit? Why are you
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proactively addressing that before FERC.

JOHN MCARTHUR: Well obviously one of the
benefits that we've described is joint dispatch and using
the generation fleets in the Carolinas in an efficient
way. We certainly would want to avoid any federal
requirements that require baseload divestitures as part of
their regqgulatory approval. And, again, we have studied
this carefully and we are confident that under FERC's
precedence and their rules, we will be filing a proper
study and a proposal that would lead to the conclusion
that no divestiture is required under their precedence.

CHAIRMAN FINLEY: I take it that another
combination there have been requirements by FERC there be
baseload divestitures. Can you give us éome examples what
might have caused that in other situations?

JOHN MCARTHUR: Again, Mr. Chairman, I'm not
going to be able to give you specifics, but in terms of
applying their test, they look at the wholesale market and
whether the combined entity can exercise basically undue
market power to basically control prices. The facts in
the Carolinas today are that Progress Energy Carolinas and
Duke Energy Carolinas do not compete significantly for
wholesale customers. It's a very very small market. In

fact, PEC is the net buyer in the wholesale market today.
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So that is one of the reasons we feel pretty confident in
this area; but no guarantees.

CHAIRMAN FINLEY: 1I've had some experience with
your wholesale competition in the past, so I'm familiar
with that.

JOHN MCARTHUR: I understand.

I only want to make 5 couple other points. The
slide deck is designed mainly for the investor community,
and Bill and Jim will be going through it in a little more
detail. But I did want to touch base on the combined
operations and generation capacity and that sort of thing.
So if you turn to Page 17, this just gives you the picture
of how it rolls up a little bit, and how the Carolinas
fits into it. This just give you the geographic
footprint. And in terms of the 7.1 regulated customers
there, over half of those would be in Carolinas similar to
the rate base. 8o it gives you an idea of the different
allocations for the different regulated utilities.

And the same for the U.S. generation on Page 18
there. Currently Duke is a little more coal dependent
than Progress Energy. The combined unit, they're fairly
diversified and balanced generation portfolio.

The next page, and I know you are familiar with,

but what we are both trying to do in terms of meeting EPA
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regulations around coal, we both are doing some
conversions and retiring of old coal units. And this just
shows you the roll up there of 3400 megawatts total for
both until we have announced retirements. And that leaves
us 3200 on a combined basis of unscrubbed coal units. So
we are making good progress on that. This would be one of
the areas where combined entity would continue to focus in
terms of its fleet modernization efforts.

And the last line I intend to cover is really
just touching on the nuclear generation overview. So the
combination would create the largest regqulated nuclear
fleet in the country; 7 stations and 12 units. And you
see the map there, it is geographically focused in the
Carolinas. So one of the advantages in the combination is
operating this nuclear fleet on a combined basis. And
it's fairly unique in terms of géographic compactness-
which should help strive for efficiencies.

So, Mr. Chairman, that's all I intended to
cover. I'll be happy to answer any other questions that
the Commission has.

CHAIRMAN FINLEY: Page 14 you list specifically
reqgulatory filings, North Carolina, South Carolina, U.S

DOJ, FERC and NRC. What about Florida and Indiana and

Kentucky and Ohio?
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JOHN MCARTHUR: The statutes don't require
approval in those jurisdictions. We obviously will file
any notices or information or work with the Commission
there any information they would like. But the statutes
don't require approval.

CHAIRMAN FINLEY: On this page you suggest that
you hope to close the transaction by the fourth quarter of
2011.

JOHN MCARTHUR: VYes, sir.

CHAIRMAN FINLEY: I think Robert Gruber perked
up his ears.

JOHN MCARTHUR: We know how these things go. We
are committed to doing this in an open transparent way.
We will provide the Public Staff any interveners and the
Commission all the information they need to make an
informed decision. Obviously, we expect as a transaction
this size the U.S. DOJ will look a£ it pretty carefully
and provide them what they need as well.

MR. BENNINK: John, do you have a better
estimate as to when you'll be making the filing in North
Carolina rather than the first quarter?

JOHN MCARTHUR: As soon as -- there are
requirements in term of obviously what we file with the

notice. And Mr. Anthony and I have not set a date. We
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will sit down with our colleagues at Duke and try to
decide when to do that. As soon as possible is the
answer. And right now sitting here today I'm just not
able to give you a better answer than that.

COMMISSIONER RABON: I'm not sure if you're able
to give as much information on this at this time but I
thought I would ask: Do we have any indications about
implications as to jobs in North Carolina?

JOHN MCARTHUR: What we are saying is that we
understand there may be job impacts. We are not giving
any estimates. We are also committing to try to do this
in a way through attrition, retirements and that sort of
this to minimize lay offs at both utilities. This is an
issue that we will work carefully and thoughtfully through
the transition. We are trying not to commit in terms of
regulatory filings that might réquire certain lay offs at
certain times. So I would add that to my answer.

COMMISSIONER RABON: Have you got a weather
report for us today?

JOHN MCARTHUR: I think Mr. Yates and I talked
about this and early afternoon things are going to start
happening here. 1It's pretty heavy in Charlotte. It's
pretty heavy in South Carolina and it's heading this way.

So about 1:00 things will get pretty exciting here I
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think.

CHAIRMAN FINLEY: Well, this is big news, big
day for Progress and Duke. The Commission and Public
Staff and others appreciatelyou taking the time to come
down and briefing us on it. We will tuned, I'm sure here
more from you.

JOHN MCARTHUR: Thank you for having us, and I
will come back whenever you wgnt us to.

CHAIRMAN FINLEY: We will now move to our agenda
items. Public Staff, Tran5portatioﬁ.

MS. STAHL: Good morning, Carol Stahl,
Transportation Rates Division. Item Pl is Docket 825, Sub
346, Request by All American Relocation, Inc., for an
Increase in Fuel Surcharge.

On January 4, 2011, All American Relocation
filed a letter requesting an increase in the fuel
surcharge from a $1.05 per bill of lading mile to $1.13
per bill of lading mile. The request was made pursuant to
and in compliance with Appendix A of the Commission's
January 18, 1991 Order in Docket No. M-100, Sub 121. As
indicated on the agenda -item the current composite index
price of fuel is $3.264 as of January 3, 2011, which would
support a fuel surcharge of $1.13 per bill of lading mile.

Recommendation of the Public Staff is that the
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Commission issue an Order increasing the fuel surcharge to
$1.13 per bill of lading mile.

CHAIRMAN FINLEY: Questions?

(No response.)

Motion carries.

(WHEREUPON, MOTION MADE AND PASSED TO ADOPT
THE RECOMMENDATION. )

MR. CARPENTER: Good morning, my name is Nat
Carpenter. I am with the Electric Division. Item Pl
concerns Duke Energy Carolinas LLC's request for approval
under G.S. 62-140 of a one-year test of the effectiveness
of two technologies in assisting customers in reducing
their energy consumption. The two technologies to be
tested‘include Middleware and Fault Detection and
Diagnostics. The two technologies will be installed on
the customer's side of the meter in two buildings that are
participating in the Smart Energy Now pilot in Charlotte.
Together the two technologies are expected to enable
better control of Puilding systems, such as-heating,
venting .and air conditioning and lighting.

Duke's contribution toward the test will include
the labor costs_for installation of the Middleware,
diagnostic services, and the evaluation of the test

results. Duke will file a report of its findings within
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three months from the conclusion of the test.

Our recommendation is that the Proposed Order
approving the test be issued by the Commission.

CHAIRMAN FINLEY: In the first paragraph there
you indicate there that this expenditure will -- purpose
of expenditure will be to reduce energy consumption. And
in the last éaragraph you have a sentence that says, Duke
plans to recovér these costs through base rates. Our
question would be: Why recover those rates through base
rates as opposed to the energy efficiency and demand side
management rider?

MR. CARPENTER: This is o small as to be
probably not worth the trouble of going through a rider
calculation test. It is a test in that they are looking
toward a more expansive application of these technologies
if they turn out to be worth while. In that they would
anticipate.would be under a rider situation.

CHAIRMAN FINLEY: As far as a test gs concerned
all we are talking about is the cost of tests with no
incentives?

MR. CARPENTER: Right. There are incentives,
but they're not attributed by Duke Energy. They are
attributed by Cisco and someone else.

CHAIRMAN FINLEY: And those are incentives Duke
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would offer somebody else and Duke is not inferring
incentives as energy efficiency program for these --
MR. CARPENTER: That's true, yes.
CHAIRMAN FINLEY: Any further questions?
{No response.) |
Motion carries.
(WHEREUPON, MOTION MADE AND PASSED TO ADOPT
THE RECOMMENDATICN.)
MS. MCKEMIE: Babette McKemie, Water Division.
Item Pl Docket No. W-1120, Sub 6 is an Application by
Conleys Creek Limited Partnership for a Tariff Revision.
On October 27, 2010, Conleys Creek Limited
Partnership, filed a letter with the Commission seeking
Authority to Amend its Tariff for the purpose of requiring
that seasonal residents who disconnect and later reconnect
water service either be prohibited from disconnecting
service or be required -to pay a reconnection charge
commensurate with the loss of water revenue during average
length of disconnected service. The Applicant seeks to
limit fﬁture financial revenue loss caused by the seasonal
disconnection of service.
The Public Staff has reviewed the Applicant's
request and recommends it be granted with the following

modifications: The tariff amendment apply to both water
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and sewer service; the tariff amendment provide for
payment upon reconnection of the entire flat rate and/or
base charge during the period of disconnection; the tariff
amendment apply only on a prospective basis so that
existing residents who currently are disconnected will not
be affected; and customers receive notice of the tariff
amendment in the next billing cycle.

The Public Staff recommends that the tariff be
revised as shown below to add the following language:

When water and/or sewer service is disconnected and
reconnected at the request of the same owner for the same
unit within a period of less than 12 months, the entire
flat rate and/or base charge for the period of
disconnection will be due and payable before the service
will be reconnected. And this will apply to
disconnections only occurring after this Order.

"The Applicant consents to the Public Staff's
recommendations. Public Staff recommends that a Prbposed
Order be issued approving this tariff revision.

CHAIRMAN FINLEY: Questions or discussion?

(No response.)

Motion carries.

(WHEREUPON, MOTION MADE AND PASSED TO ADOPT

THE RECOMMENDATION. )
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Minutes of January 3, 2011 are approved and we

are adjourned.

20

Whereupon, the hearing was adjourned.
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CERTIFICATE

The undersigned Court Reporter certifies that
this is the transcription of notes taken by her during

this proceeding and that the same is true, accurate and

Sandi Mayer
N Court Reporter II

correct.
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Safe Harbor

SAFE HARBOR STATEMENT

This document contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-
looking statements are typically identified by words or phrases such as “may,” “will,” “anticipate,” “estimate,” “expect,” “project,” “intend,”
“plan,” “believe,” “target,” “forecast,” and other words and terms of similar meaning. Forward-looking statements involve estimates,
expectations, projections, goals, forecasts, assumptions, risks and uncertainties. Duke Energy and Progress Energy caution readers that
any forward-looking statement is not a guarantee of future performance and that actual results could differ materially from those contained in
the forward-looking statement. Such forward-looking statements include, but are not limited to, statements about the benefits of the
proposed merger involving Duke Energy and Progress Energy, including future financial and operating results, Progress Energy’s or Duke
Energy’s plans, objectives, expectations and intentions, the expected timing of completion of the transaction, and other statements that are
not historical facts. Important factors that could cause actual results to differ materially from those indicated by such forward-looking
statements include risks and uncertainties relating to: the ability to obtain the requisite Duke Energy and Progress Energy shareholder
approvals; the risk that Progress Energy or Duke Energy may be unable to obtain governmental and regulatory approvals required for the
merger, or required governmental and regulatory approvals may delay the merger or result in the imposition of conditions that could cause
the parties to abandon the merger; the risk that a condition to closing of the merger may not be satisfied; the timing to consummate the
proposed merger; the risk that the businesses will not be integrated successfully; the risk that the cost savings and any other synergies from
the transaction may not be fully realized or may take longer to realize than expected; disruption from the transaction making it more difficult
to maintain relationships with customers, employees or suppliers; the diversion of management time on merger-related issues; general
worldwide economic conditions and related uncertainties; the effect of changes in governmental regulations; and other factors discussed or
referred to in the “Risk Factors” section of each of Duke Energy’s and Progress Energy’s most recent Annual Report on Form 10-K filed with
the Securities and Exchange Commission. These risks, as well as other risks associated with the merger, will be more fully discussed in the
joint proxy statement/prospectus that will be included in the Registration Statement on Form S-4 that will be filed with the SEC in connection
with the merger. Additional risks and uncertainties are identified and discussed in Progress Energy’s and Duke Energy’s reports filed with
the SEC and available at the SEC’s website at www.sec.gov. Each forward-looking statement speaks only as of the date of the particular
statement and neither Progress Energy nor Duke Energy undertakes any obligation to update or revise its forward-looking statements,
whether as a result of new information, future events or otherwise.
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Safe Harbor (cont'd)

ADDITIONAL INFORMATION AND WHERE TO FIND IT

This document does not constitute an offer to sell or the solicitation of an offer to buy any securities, or a solicitation of any vote or approval, nor
shall there be any sale of securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or
qualification under the securities laws of any such jurisdiction. In connection with the proposed merger between Duke Energy and Progress
Energy, Duke Energy will file with the SEC a Registration Statement on Form S-4 that will include a joint proxy statement of Duke Energy and
Progress Energy that also constitutes a prospectus of Duke Energy. Duke Energy and Progress Energy will deliver the joint proxy
statement/prospectus to their respective shareholders. Duke Energy and Progress Energy urge investors and shareholders to read the
joint proxy statement/prospectus regarding the proposed merger when it becomes available, as well as other documents filed with the
SEC, because they will contain important information. You may obtain copies of all documents filed with the SEC regarding this transaction,
free of charge, at the SEC's website (www.sec.gov). You may also obtain these documents, free of charge, from Duke Energy’s website
(www.duke-energy.com) under the heading “Investors” and then under the heading “Financials/SEC Filings.” You may also obtain these
documents, free of charge, from Progress Energy’s website (www.progress-energy.com) under the tab “Investors” and then under the heading
“SEC Filings.”

PARTICIPANTS IN THE MERGER SOLICITATION

Duke Energy, Progress Energy, and their respective directors, executive officers and certain other members of management and employees
may be soliciting proxies from Duke Energy and Progress Energy shareholders in favor of the merger and related matters. Information regarding
the persons who may, under the rules of the SEC, be deemed participants in the solicitation of Duke Energy and Progress Energy shareholders
in connection with the proposed merger will be set forth in the joint proxy statement/prospectus when it is filed with the SEC. You can find
information about Duke Energy’s executive officers and directors in its definitive proxy statement filed with the SEC on March 22, 2010. You can
find information about Progress Energy’s executive officers and directors in its definitive proxy statement filed with the SEC on March 31, 2010.
Additional information about Duke Energy’s executive officers and directors and Progress Energy’s executive officers and directors can be found
in the above-referenced Registration Statement on Form S-4 when it becomes available. You can obtain free copies of these documents from
Duke Energy and Progress Energy using the contact information above.
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Safe Harbor (cont'd)

REG G DISCLOSURE

In addition, today's discussion includes certain non-GAAP financial measures as defined under SEC Regulation G. A reconciliation of those
measures to the most directly comparable GAAP measures is available on our Investor Relations websites at www.duke-energy.com and
WWW.progress-energy.com.
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" Transaction Overview
= Company Highlights
® Financial Summary

" Closing
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Transaction Overview
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Compelling Strategic Transaction

= Creates largest U.S. utility, supported by substantial, diversified regulated earnings
and cash flows

® Unmatched financial and operational scale, scope and strength
" Principally regulated earnings base supports dividend
= Significant scale of operating cash flows

= |everages “best-in-class” operational and customer service practices

Overall Strategic

Benefits = Enhances industry leadership position to shape federal and state energy policies

® Highly-regulated business mix

" Regulated: comprises approximately 85% of combined company adjusted
segment EBIT!

" Non-regulated: comprises approximately 15% of combined company adjusted
segment EBIT!

1 Duke Energy’s forecasted 2010 adjusted EBIT based upon midpoint of original 2010 adjusted diluted EPS range of $1.25 - $1.30; excludes operations labeled
as ‘Other’; Progress Energy'’s forecasted 2010 adjusted EBIT based upon midpoint of original 2010 ongoing EPS range of $2.85 - $3.05
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Compelling Strategic Transaction (cont’d)

= Earnings accretive in year onel

Attractive total shareholder return proposition supported by strong dividend
Investor

Benefits ® Maintain Duke Energy dividend and policy

= Significant rate base growth expected to drive 4-6% long-term EPS growth?
= Strong balance sheet and credit profile

= Ability to derive meaningful operational efficiencies for regulated electric customers

Customer over time
u
Benefits = Significant benefits to Carolinas customers from fuel and joint dispatch efficiencies
= Continued commitment to delivering clean, affordable and reliable energy to our
customers
Management = Strong, complementary management teams

Expertise

Experience with execution of large-scale merger transactions

1 Based upon adjusted diluted earnings per share. Long-term EPS growth rate off a stand-alone Duke Energy base year of 2011
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I
Creating the Largest U.S. Utility

® The combined company will create the largest U.S. utility, with unmatched scale and scope

Diverse Service Territories Combined Statistics

Duke Progress
Energy Energy

OH

" Enterprise Value $402B  $251B | $653B  #1 |

KY : :

M Market Cap. $236B  $12.8B | $36.5B #

= - !

"‘ _ ! :

\ Electric Customers 4.0M 3.1 M i 71M #1

>C | |

Generation Capacty ~ 354GW:  2L8GW | 57.2GW:  #1 |

B Duke Energy Total Assets $57.9B  $327B | $90.6B2  #1
M Progress Energy i i
FL Rate Base $23 B $17 B $40 B #!

Regulated EBIT Mix3 77% 100% | 85% N/A |

Source: FactSet as 12/31/2010 : ___________________ :

Note: Customer data as of 12/31/2009; rate base data estimated as of 12/31/2010; total assets and generation capacity as of 09/30/2010

L Excludes purchased power and approximately 4 GW of Duke Energy International assets

2 Total assets are a summation of the two stand-alone companies and do not include any purchase accounting adjustments from this transaction.

3 Duke Energy's forecasted 2010 adjusted EBIT based upon midpoint of original 2010 adjusted diluted EPS range of $1.25 - $1.30; excludes operations labeled as ‘Other’; Progress Energy’s forecasted 2010 adjusted EBIT
based upon midpoint of original 2010 ongoing EPS range of $2.85 - $3.05
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Key Transaction Terms

Company Name ® Duke Energy Corporation

= 100% stock
" 2.6125 shares of Duke Energy per Progress Energy share

Consideration

= Corporate: Charlotte; significant presence in Raleigh

Headquarters

= Utilities: No change

| . 0,
Pro Forma Ownership Duke Energy shareholders: 63%

®  Progress Energy shareholders: 37%

® Executive Chairman: Jim Rogers

® President and CEO: Bill Johnson

® Board composition

covernance ® 11 nominated by Duke Energy, including Jim Rogers

® 7 nominated by Progress Energy, including Bill Johnson

® Lead Director to be designated by Duke Energy

® Following shareholder vote and regulatory approvals, targeting closing transaction
by end of 2011

Timing/Approvals
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Duke Energy Transaction Rationale

N OH Transaction Rationale

" |nvestor and strategic benefits
a " EPS accretive in year one!

#;C ‘b = Creates unmatched financial and operational scale,

scope and strength
® Poised for strong growth and economic recovery
. B Progress Energy " Expanded U.S. regulated earnings base and cash flows
! = Qperating in constructive regulatory environments

" |mproved business risk profile due to increased
proportion of regulated earnings and cash flows

Progress Energy ata Glance = Significant customer benefits
Generation 21.8 GW? C : : .
® Fuel and joint dispatch savings in the Carolinas

Rate base ~$17 B (estimated as of 12/31/10) . o . _
= Operational efficiencies through leveraging mutual “best-
in-class” customer service capabilities

Customers 3.1 M (electric)

Jurisdictions North Carolina, South Carolina and
Florida

1 Based on adjusted diluted EPS
2 Generation capacity as of 09/30/2010; excludes purchased power
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Progress Energy Transaction Rationale

Transaction Rationale
OH

J " |nvestor and strategic benefits

KY = 7.1% premium to Progress Energy shareholders:
< '-fl.\lc ® Dividend and EPS accretive in year one?
SC " Improved EPS & dividend growth

B Duke Energy " Increased regulatory and earnings diversity in six
service territories

FL ® Improved business risk profile due to stronger balance
sheet and credit metrics

= Enhanced growth opportunities and strategic optionality
Duke Energy at a Glance

Generati 5.4 GW3 = Significant customer benefits
eneration .

Rate base ~$23 B (estimated as of 12/31/10)
Customers 4.0 M (electric): 0.5 M (gas) = Operational efficiencies through leveraging mutual

“best-in-class” customer service capabilities

® Fuel and joint dispatch savings in the Carolinas

Jurisdictions North Carolina, South Carolina,
Indiana, Ohio and Kentucky

1 Premium expressed relative to unaffected Progress Energy 1/05/2011 closing share price of $43.39. The premium to the Progress Energy 1/07/2011 closing share price of $44.72 is 3.9%.
2 Based on adjusted diluted EPS
3 Generation capacity as of 09/30/2010; excludes purchased power and approximately 4 GW of Duke Energy International assets
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Highly Experienced Leadership Team

Jim Rogers

) : 18 Member Board of Directors
Executive Chairman

Chief Integration Officers Bill Johnson

A.R. Mullinax President & CEO
Paula Sims

Dhiaa Jamil
Nuclear Generation

Lynn Good
Chief Financial Officer

Marc Manly
General Counsel

Jeff Lyash
Energy Supply

John McArthur
Regulated Utilities

Mark Mulhern
Chief Administrative Officer

Keith Trent
Commercial Businesses

Jennifer Weber
Chief Human Resources Officer

Lloyd Yates
Customer Operations
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Indicative Timeline to Close and Regulatory Approvals

Q12011 Q2 2011 Q32011 Q4 2011

Duke Energy and Progress
Energy shareholder meetings

Merger announcement

Make regulatory filings
North Carolina,
South Carolina,

U.S. DOJ,
FERC, and NRC

Secure appropriate state and
federal regulatory approvals

File joint proxy
statement

Develop and initiate transition implementation plans

Close merger

(Targeted)
= We will work collaboratively with all of our state regulators
P’Eﬁt’e‘,%y@ \;f Progress Energy 14 Creating the Leading U.S. Utility — January 10, 2011





Company Highlights
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The Leading U.S. Utility

Enterprise Value ($ B)
[ $65.3 1 = #1 U.S. utility by enterprise value
: el $416 :
6 $15  M02 g37. u .
E i 8 SB0 sme sws 010 s $65.3 B enterprise value
1 ™
E i . - " 24% Iarqer than the #2 utility
EPF DUKI SO D NEE DUK EXC AEP FE/AYE PCG PGN PEG ETR " $90.6 B in total assets!

. = #1 U.S. utility by market capitalization
2.4

$27.5

248 $286 ¢4 = $36.5 B equity value

$19.3
S SEL 854 s s = 13% larger than the #2 utility

PFDUK] SO EXC D DUK NEE PCG AEP PEG FE/AYE ETR  PGN

Capacity Owned (GW)
®  #1 U.S. utility by generation capacity
2T 50 g4 R ms s me o = 57.2 GW total capacity
l ' . 16.0 " 33% larger than the #2 generator

NEE AEP  DUK CPN ETR D EXC FE/AYE PGN  PEG

Source: Market data as of 12/31/2010, company filings; capacity owned as of 09/30/2010 for Duke Energy and Progress Energy; as of 12/31/2009 for other companies
! Total assets are as of 9/30/2010 and are a summation of the two stand-alone companies and do not include any purchase accounting adjustments from this transaction.
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Attractive, Diversified Operations

® Presence in six attractive growth service territories with constructive regulatory traditions
® More electric customers than any other U.S. utility, serving 7.1 M domestic regulated electric customers

Diverse Service Territories Customer Diversity: 7.1 M regulated customers

By Geography By Type: 235 TWh
Wholesale/Other

OH KY
P 15% Commercial
‘ o
Carolinas '”dzuosot/”a|
54% 0
Residential
35%

Rate Base Diversity: $40 B

oH  KY
6% [ 2%

IN .
Carolinas
M Duke Energy 15%‘ “ 549

M Progress Energy

FL

FL 22%

Note: Customer data as of 12/31/2009; rate base data estimated as of 12/31/2010 (see Note on slide 24); customer data
only includes regulated customers
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The merger will create a highly diversified utility, serving over 7 million customers, delivering power to approximately 5% of all US customers (source:  JPM)
Service territories in the Carolinas are highly contiguous
Slightly over half of the customers and rate base will be in the Carolinas, with approximately equal amounts in Florida and Indiana, and smaller amounts in Ohio and Kentucky





U.S. Generation Diversity

® Highly diversified generation capacity and fuel profile
® Capacity and fuel diversity projected to increase, migrating the combined fleet to greater gas and less coal exposure

By Owned Capacity: 57 GW*

Gas/OQil
27%

Gas/Oil
48%

1 . ]
Duke Energy Progress Energy I Combined i

]
Hydro/Wind Hydro/Wind ! Hydro/Wind :
11% Coal Nuclear 1% Coal ] I % Coal |
Nuclear 48% 17% ‘ 33% i Nucear %
15% 1 1
1 ]
1 ]
1 ]
1 ]
1 ]
1 ]

]

Gas/Oil‘

By Actual Generation: 231 TWh?

i : 1

Duke Energy Progress Energy I Combined |

. : l

GasiOl HyerO"Qde Hydmmnd E G /0'|Hydmo/W e i

% = Gas/Oil I B 2 ]

Coal Coal i 13% Coal !

“ 62% 25% ‘ I ‘ 54% i

Nuclear H i
31% I i
1 Nuclear |

Nucle‘ i 31% H

32% H :

.

Source: SNL Energy, Ventyx, company filings
1 Note: Capacity owned as of 09/30/2010 excludes approximately 4 GW of Duke Energy International assets. Actual generation includes twelve-months ended 12/31/2009 and excludes purchased power
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U.S. Generation Well Positioned for Pending

Environmental Regulations

Generation Capacity by Technology (GW / %)
Duke Energy

Unscrubbed Coal
40GW/11%

Gas/Oll
9.4GW/27%

Scrubbed Coal
12.9 GW/ 36%

Non-Emitting*
9.1 GW/26%

Progress Energy

Scrubbed Coal
4.7 GW/22%

Unscrubbed Coal
25GW/12%

Non-Emitting*
40GW/18%

Gas/Oil
10.5 GW / 48%

1 Duke Energy: Nuclear (15%), Hydro (9%), Renewables (2%); Progress Energy: Nuclear (17%), Hydro
(1%); Combined: Nuclear (16%), Hydro (6%), Renewables (1%)

Note: Generation capacity as of 09/30/2010 excludes approximately 4 GW of Duke Energy International
assets

Combined
Scrubbed Coal
0,
17.6 GW/31% Unscrubbed Coal
6.6 GW/11%
Non-Emitting*
13.1 GW/23%
Gas/Oil
19.9 GW / 35%

Unscrubbed Coal Capacity (GW)

Announced Retirements

Duke Energy 1.9
Progress Energy 15
Subtotal 3.4
Potential Additional Retirements/Investments

Duke Energy 2.2
Progress Energy 1.0
Subtotal 3.2
Total Unscrubbed Coal 6.6
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Nuclear Generation Overview
[ ]
o Combined Nuclear Generation Fleet
= Combination creates the largest U.S. regulated nuclear fleet

® 7 stations and 12 units with ~9 GW of owned generation

=  Commitment to top quartile operational performance for nuclear Catawba  Harris

fleet McGuire
= Combination of nuclear fleets to drive best practices and Oconee
achieve operating efficiencies
®  Size and scale better positions combined company for the
continued pursuit of new nuclear development opportunities Brunswick
®  COLs have been filed with the NRC for three potential
sites
®  New nuclear will only be pursued with the appropriate
regulatory recovery mechanisms in place Robinson

Nuclear Generation Capacity Owned (GW)

17.0

=———n

101} 90 i Crystal

I .

I 158 55 River

: : 52 40 38 37 37 20 29

I l . .

i [ . - ¥ Duke Energy FL
EXC ETR1 : PF i D NEE DUK FE/AYE PGN SO PEG PCG AEP ¥ Progress Energy

Source: SNL Energy, Ventyx, company filings
Note: Capacity owned as of 09/30/2010 for Duke Energy and Progress Energy; as of 12/31/2009 for other companies
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Financial Summary
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Pro Forma Earnings Profile

= Accretive to earnings? in the first year after close

= Joint dispatch and fuel savings will immediately benefit Carolinas’ customers ($600 - 800 M from
2012 - 2016)

" Non-fuel merger benefits help achieve first year earnings accretion
® No equity issuance requirements assumed

= Long-term adjusted diluted EPS CAGR target: 4 — 6%?
" Principally driven by significant regulated capital investment opportunities

" Duke Energy reverse stock split at transaction close
= Split ratio to be determined prior to closing
= Exchange ratio in the merger will be appropriately adjusted to reflect the reverse split

1 Based upon adjusted diluted earnings (excludes costs to achieve)
2 Based upon base year of 2011
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Predominantly Regulated Earnings Base
and Cash Flows

® Regulated EBIT contribution of the combined operations will be approximately 85%
" Duke Energy is committed to growing its strong regulated earnings base

Business Mix

Duke Energy Progress Energy Combined
Commercial Commercial
Power Regulated Power
9% ~100% DEI 6%  Regulated

Regulated
7%

DEI
14% ‘

2010E EBIT: ~$3.4 B 2010E EBIT: ~$2.1 B 2010E EBIT: ~$5.5B

]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
i 9% 85%
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]

Note: Duke Energy's forecasted 2010 adjusted EBIT based upon midpoint of original 2010 adjusted diluted EPS range of $1.25 - $1.30; excludes operations labeled as ‘Other’
Progress Energy’s forecasted 2010 adjusted EBIT based upon midpoint of original 2010 ongoing EPS range of $2.85 - $3.05

P,E,g’é‘,%y@ \u'j Progress Energy 23 Creating the Leading U.S. Utility — January 10, 2011




Presenter

Presentation Notes

Duke Energy’s regulated business will increased from 77% to 85% as measured by 2010 EBIT contribution
Given expected regulated rate base growth, this figure will increase further over time

			DUK 	PGN 	Total 
Regulated 		$2.6 B 	$2.1 B 	$4.7 B 
Commercial Power	$0.3 B 	-- 	$0.3 B 
International		$0.5 B 	-- 	$0.5 B 
Total 		$3.4 B 	$2.1 B 	$5.5 B 






Attractive Rate Base Growth

Projected Capital Expenditures ($ B) Projected Rate Base ($ B)
M Regulated Maintenance M Regulated Growth M Progress Energy I Duke Energy
B Non-Regulated M Discretionary Range

$49

lllustrative

2010E 2011E 2012E 2010E 2011E 2012E 2013E 2014E

Note: Forecasted capital expenditures are based on the original 2010-2012E standalone forecasts of Duke Energy and Progress Energy, as disclosed in February 2010, respectively, as well as the midpoint of Duke Energy's
expected discretionary capital expenditure range; Projected rate base includes both retail and wholesale; Duke Energy’s projected rate base is based upon estimated amounts which would be expected to qualify for rate base
treatment at each period and is not based upon actual expected timing of rate base changes resulting from rate cases.
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Prior to  significant new nuclear and required capex from new EPA regulations







Attractive Dividend Policy

Duke Energy dividend and policy to be maintained
® Continued growth in dividend at a rate slower than growth of adjusted diluted EPS
® Targeting a long-term payout range of 65% to 70%?
= Attractive payout and yield underscores compelling shareholder value proposition
® Dividend quality supported by strong pro forma regulated earnings base

® Duke Energy and Progress Energy have 84 and 65-year histories, respectively, of consecutive quarterly cash dividend
payments

DUK Annual Dividend Per Share History

Spectra
Energy

1.4 $1.28 Spin-Off2

1.0 $1.06 $110 $1.10 §1.10S1.10 $1.10 $1.10 $1.10$1.10
8 .

74 $0.78 $082 %08

$0.55 $0.57 $0.59 $0.62 $0.65 $0.67 $0.70
$0.51 #V- !

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: FactSet

1 Based upon adjusted diluted EPS

22007 decrease due to the spin-off of Spectra Energy to shareholders on 1/2/2007 as dividends subsequent to the spin-off were split proportionately between Duke Energy and Spectra Energy such that the sum of the
dividends of the two stand-alone companies approximated the former total dividend prior to the spin-off

Note: Annual dividends are split-adjusted and reflect annualized Q4 dividend per share for each year
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[current Diamond and Progress Energy dividends will be maintained until transaction closes]





I
Strong Credit Quality and Liquidity

® Highly committed to Duke Energy’s current strong credit ratings

= Lower overall risk profile resulting from increased regulated earnings base and cash flows

= Strong balance sheet strength with $91 B in total assets!

® Increased regulatory diversity with presence in six traditionally constructive regulatory jurisdictions
® Broad and reliable access to capital markets and liquidity

Projected Debt/Total Capitalization

Pro Forma Liquidity ($ B)

B Duke Energy ® Progress Energy

1

1

| 51% 51% $5.3 $0.8

e

| $0.8 %63

' $2.0 |

1

| $2.7

|

1

| $3.3

1

| 518

i

1

| s

2011E 2012E 2013E Cash and Total Available Utilized Available

Note: Debt/Total Capitalization is unadjusted; 2011E is estimated as transaction is not targeted to close until equwalents Credit Facilities Amount LIC]UIdIty
end of 2011
 Total assets are as of 9/30/2010 and are a summation of the two stand-alone companies and do not Note: Pro forma liquidity is as of 09/30/2010; Duke Energy cash and equivalents excludes certain
include any purchase accounting adjustments from this transaction. cash and short-term investments in foreign jurisdictions of approximately $675 M
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Shareholder Value Track Record

Total Shareholder Return (%)

1 year 3 year 5 year

Duke  Progress

! Duke  Progress

S&P500  UTY | Energy _Energy | S&PS00  UTY | Energy _Energy _ S&P500  UTY | Energy Energy i
Source: Bloomberg as of 12/31/2010
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Closing
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Summary Highlights

Creates largest U.S. utility, supported by substantial, diversified regulated earnings and cash flows
® Unmatched financial and operational scale, scope and strength
" Principally regulated earnings base supports dividend
= Significant scale of operating cash flows

Leverages “best-in-class” operational and customer service practices

Enhances industry leadership position to shape federal and state energy policies

Highly-regulated business mix
= Regulated: comprises approximately 85% of combined company adjusted segment EBIT?
= Non-regulated: comprises approximately 15% of combined company adjusted segment EBIT?

1 Duke Energy’s forecasted 2010 adjusted EBIT based upon midpoint of original 2010 adjusted diluted EPS range of $1.25 - $1.30; excludes operations labeled as ‘Other’; Progress Energy's forecasted
2010 adjusted EBIT based upon midpoint of original 2010 ongoing EPS range of $2.85 - $3.05
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Simplified Financing Structure by Legal Entity

Duke Energy

(HoldCo)

Cinergy Corp. Duke Energy Progress Energy
(HoldCo) International (HoldCo)

Progress Energy l Progress Energy
Carolinas Florida

Duke Energy

Duke Energy Duke Energy

Carolinas Ohio Indiana

Issuer Legend

Duke Energy
Kentucky

Other Non-Reg Commercial Paper and LT Financings

Money Pool and LT Financings
Project / International Financings
Dormant Entity

Existing Debt But No Future Issuance
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This chart shows our issuing entities and is a simplified organizational chart
We’ll no longer issue debt at Progress holdco level and consolidate holdco debt issuances at the Duke holdco level going forward





Duke Energy — Summary of Major Capital Projects

Edwardsport - Indiana US FE&G Major Construction Projectst ($ M)

® 618 MW IGCC facility expected in-service in 2012 m Spent as of 09/30/10 Estimated expenditures to complete project
®  Project status (as of 09/30/10)
=  Qverall project: 74% complete $855

®  Final engineering: over 90% complete
= Construction: 52% complete

Cliffside — Carolinas

= 825 MW advanced clean-coal unit expected in-service in 2012
®  Project is 72% complete and on budget (as of 09/30/10)

Edwardsport Cliffside Buck CC Dan River CC

Buck — Carolinas

Renewables Projects

® 620 MW combined-cycle gas-fired plant expected in-service in 2011

" Projectis 15% complete (as of 09/30/10) " Top of the World - 200 MW
® In-service ahead of schedule and under budget

Dan River - Carolinas Kit Carson — 51 MW
= 620 MW combined-cycle gas-fired plant expected in-service in 2012 " In-service ahead of schedule and under budget

=  Project broke ground Q4-2010 ®  Blue Wing - 14 MW
® In-service ahead of schedule and on budget

L Project costs include direct capital and AFUDC

w
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Progress Energy — Summary of Major Capital Projects

Richmond County CCGT - North Carolina
= 635 MW combined-cycle gas-fired plant

Progress Energy Major Construction Projects! ($ M)

" Expecte d in-service in June 2011 B Spent as of 09/30/10 Estimated expenditures to complete project
® 920 MW combined-cycle gas-fired plant
®  Project broke ground in September 2010
®  Expected in-service in January 2013
$100

Sutton CCGT - North Carolina
® 625 MW combined-cycle gas-fired plant
= Construction is expected to begin in 2H-2011
®  Expected in-service in January 2014

Smart Grid — Carolinas & Florida

®  Received $200M grant from the DOE in August 2009
($100M each for PEC and PEF)

= Leverages already-planned investments of $320M

($200M for PEC and $120M for PEF) R‘gg‘lfj‘;]%r/‘d Lee Sutton Smart Grid

L Project costs include direct capital, AFUDC and the cost of all transmission additions and upgrades necessary to integrate the generator into the system.
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Dividend Accretion to Progress Energy — lllustrative Example

Example calculation of Progress Energy dividend based on Duke Energy’s
current annual dividend per share

Pro Forma
1-for-2

Current Stock Split!

Duke Energy annual dividend $0.98 $1.96
Multiplied by: exchange ratio 2.6125x 1.30625x
Progress Energy exchange-ratio adjusted dividend $2.56 $2.56
Progress Energy current annual dividend $2.48 $2.48
Progress Energy expected dividend accretion $0.08 or 3.2% $0.08 or 3.2%

® Dividend accretion to Progress Energy is expected to increase over time given Duke Energy’s historical
dividend per share growth rate of ~2%

1 Stock split ratio to be determined subsequently; 1-for-2 used for illustrative purposes only
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