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PROCEEDINGS

CHAIRMAN HOWARD: Please be seated. Attorney
Melchers, will you read the docket for this ex
parte communication. Thank you.

MR. MELCHERS: Thank you, Mr. Chairman,
Commissioners. This 1is a request for an allowable
ex parte briefing that was requested by Duke Energy
Carolinas, LLC. It was set for today, January
27th, at 10 a.m., here at the Commission offices.
The subject matter to be discussed at this briefing
is Duke Energy Carolinas' economic development
activities and 2010 successes. Thank you, Mr.
Chairman.

CHAIRMAN HOWARD: Thank you, Mr. Melchers.
Before we get started, I would 1like to point out
that Commissioner Fleming is at an EICPC meeting in
Washington. She regrets she will not be attending,
and we'll get her all the information.

MS. HEIGEL: Thank you.

CHAIRMAN HOWARD: Ms. Heigel, are you in
charge?

MS. HEIGEL: Well, I'm going to let Mr.
Ellerbe kick us off.

CHAIRMAN HOWARD: Mr. Ellerbe, your turn.

MR. ELLERBE: Thank you, Mr. Chairman. Good
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morning, Commissioners. Just wanted to introduce
our presenters. Catherine Heigel is president of
Duke Energy South Carolina, and Clark Gillespy is
Duke's vice president for Economic Development,
Business Development, and Territorial Strategy.
And they are going to be telling you all about the
company's economic development efforts and
successes, and the ways in which this Commission's
approval of various programs and tariffs have
assisted them in those efforts and successes. So
thank you, very much, for the opportunity to be
here.

CHAIRMAN HOWARD: Thank you. First let me ask
-- Ms. Heigel, before you start -- anyone
representing ORS?

MS. HUDSON: Good morning, Mr. Chairman, Vice
Chairman, members of the Commission. My name is
Shannon Bowyer Hudson. I'm here on behalf of the
ORS as the ORS designee.

CHAIRMAN HOWARD: Thank you, glad to have you
with us. Ms. Heigel?

MS. HEIGEL: Thank you. It's a pleasure to be
back here so soon, and on a good-news story. At
least we think it's great news. And that is,

economic development. One of the things that I
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have found in my role, now ten months in, 1is that
there are a lot of people in our State who really
don't know what their Tlocal electric utility does
to promote economic growth and development in their
community. And we've had a banner year 1in 2010,
and I thought it would be -- we thought, as a team
-- that it would be appropriate to come before you
all, to talk about what we're doing at Duke Energy
to promote growth and economic stability in South
Carolina.

And so with me today 1is Clark Gillespy, as Mr.
Ellerbe mentioned. And Clark heads up our economic
development team for all of Duke Energy, and is
based in Charlotte, but misses Greenville terribly.

MR. GILLESPY: Very true.

[Reference: PowerPoint Slides 1-3]

MS. HEIGEL: So we have a rather dense slide
deck, but please don't be overwhelmed by that.
We're going to motor through it pretty quickly, but
we thought there was just a Tot of good information
that you all might want to have as a reference.

[Reference: PowerPoint Slide 4]

So to begin with, what 1is our mission? Well,

for over 106 years, since 1904, Duke Power, Duke

Energy, has been working to promote growth and
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development in our communities, beginning back with
the creation of the first hydro facility back in
1904. We have over that time grown substantially,
as you know.

[Reference: PowerPoint Slides 5-6]

So Tooking at 2010, to kind of start off, a
great year as you can see there by the bar chart.
2010 provided $1.6 billion of investment that
landed in the Duke Energy South Carolina service
territory. So these are just South Carolina service
territory numbers.

By contrast, as you can see, 2009 was a tough
year for the economy. But even in 2010, which was
also a difficult year, we saw a great deal of
rebound, which is giving us a great deal of hope
about what the future holds and the economic
recovery.

In those numbers for 2010, many of you may be
familiar with the First Quality Tissue announcement
in Anderson, and that's a substantial chunk of
that; that's a billion of that. As well as the ZF
Group, which is bringing $350 million of
investment, and ZF is a major supplier to BMW.

[Reference: PowerPoint Slide 7]

Jobs. This 1is new job creation as a result of
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the investments that were announced in 2010: over
5,000 jobs 1in 2010. And we think that's really the
best news. The investment is great, but the jobs,
we keep.

[Reference: PowerPoint Slide 8]

Project wins. As you saw from the previous
slides, we had 24 for 2010 but a few projects
comprise a substantial portion of that. So the
remainder of the 24 are a large number of smaller
projects -- I'11 name a few: Proterra, Bosch
Rexroth, Defense Ventures Group, Parkdale Mills,
and so on. The amount of effort that goes into
each one, whether Targe or small, is significant.

[Reference: PowerPoint Slide 9]

So this is a slide that was taken from the
Site Selection Magazine -- it's sourced at the
bottom -- from just a few weeks ago. And this is
kind of a 1listing of what those major projects were
from 2010 that comprised the numbers that you just
saw, the $1.6 billion and over 5,000 jobs. That
lists out the investments and the employment
figures for some of the Targer ones.

MR. GILLESPY: Let me -- Catherine, let me
jump in here for a moment. As Catherine mentioned,

this was actually taken from Site Selection
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Magazine, as sourced down there at the bottom. On
this particular slide, it denoted South Carolina's
12 -- or, top 12 projects. It was a pretty busy
slide, so we just took out our five projects. But
on this, what it showed was, again, South
Carolina's top 12 projects. Of those 12, five are
ours. The reason we wanted to call this to your
attention is, if you look at the top 12, that was
basically a 1little over 4,600 jobs for the State of
South Carolina, and a capital investment of a
little over $1.8 billion. Again, these are the top
12 projects. Our five represented over 3,400 jobs
and over $1.5 billion in capital investments.

So if you start Tooking at percentages, it
shows that, on this particular slide, our efforts
represented 74 percent of the jobs that were
created from these 12 projects and over 82 percent
of the capital investment. And that's significant
when you look at our service territory, which is
roughly 30 percent of the State of South Carolina,
or 14 counties of the 46 counties.

But, again, the big story here are the 12
major projects that highlighted what South Carolina
did in 2010 through Site Selection Magazine.

[Reference: PowerPoint Slide 10]
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MS. HEIGEL: Thanks, Clark. So this is Joe
Taylor's famous bubble map that he commissioned
over at the Department of Commerce to show where
investment was landing and whether it was expansion
or whether it was new investment. So, as you can
see from that, the Upstate area, metro Charlotte
area, have been particularly blessed with
significant expansions and new investment, and that
is -- thanks, Clark -- that's something we are very
proud of.

MR. GILLESPY: Let me mention on this slide,
this slide and the next one, we love these slides
and these maps because, one, they're not ours;
they're Joe Taylor's, and this was something he
started several years ago, because he was very
curious as to what is the impact that the utility
industry is having on economic development in the
State of South Carolina, and he wanted a graphic
display of what each utility is doing. So we came
back to him each year, asking him to update these
slides for us, but these are the ones that he uses
with his team. And we certainly hope that
Secretary Bobby Hitt will continue this.

MS. HEIGEL: So the next slide is the jobs

slide.
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[Reference: PowerPoint Slide 11]

As Clark said, for the same reasons, we like
these, the independent, third-party view of these
slides.

[Reference: PowerPoint Slide 12]

So to kind of sum it up: a great year, last
year, but as you can see, a sustained level of
effort on Duke's part. The most coveted award or
recognition is the Site Selection Magazine Top 10
Utilities in Economic Development for North
America. That's the first one listed there, and
this was the twelfth year in a row for Duke to make
that Tist. So we had a great year in 2010, but
we've been at this for a long time.

MR. GILLESPY: And let me jump in here. That
first bullet point: Site Selection Magazine is,
most likely, the top magazine in the site selection
industry. This particular award is the most
coveted award by any economic development group
within a utility company. It is highly
competitive. As you can imagine, the stakes are
much more sophisticated these days. But what's
neat about this award is it is for all the economic
development agencies within utility companies

across North America, so it's not just the US, so
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this is a highly competitive process. Matter of
fact, when Site Selection Magazine called me to
note that we had won it again this year, they were
saying they think this is a record; to have it 12
years in a row is pretty, kind of, remarkable.

The next three bullet points really are more
germane to just the State of South Carolina. Those
are three, again, top magazines in this industry.
The best thing about these awards is this: These
three magazines have a tremendous shelf 1ife, and
that is to say that site selection consultants and
companies that are self-performing their site
selection efforts, they Took at these rankings, and
when you're on these rankings and you get this sort
of accolade, you're on what we call the Took 1ist.
You get on the radar screen. To know that you're
number one as business friendly, that speaks
volumes to companies that are looking to site a
manufacturing facility.

So it's nice to be recognized in the national
media, but what's more important is the shelf Tife
that each of these magazines has, and also who is
looking at them and how they are used, and that's
the real story behind this slide. This 1is just

phenomenal to see where South Carolina is ranking
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with this. And it will pay off in spades, as far
as far as projects. And Catherine denoted on an

earlier slide the project activity, and that's a

lot of what you're seeing reflected here in these
awards.

MS. HEIGEL: One of the things on the bottom
bullet there, you'll see rankings in particular
areas, a number of categories in which the states
get ranked. Two that we did not do particularly
well in as a state are patents in electrical
property and property tax. And so those are things
that we keep our eye on as we look to improvements
at the state level that can be made.

VICE CHAIRMAN WRIGHT: Could I ask a question?

MS. HEIGEL: Absolutely. Please.

VICE CHAIRMAN WRIGHT: How does that relate to
your little bullet after the -- the first Tittle
dash, where you're number one in the lowest
business cost? You're talking about property
taxes, but then you're number one in the lowest
business cost. How does that -- kind of explain
that to me.

MS. HEIGEL: 1It's an overall -- and Clark can
jump in at any point. But that's an overall Tlook.

There are some companies for whom -- 1like data
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centers, for example -- that are asset- and
property-intense, and that number one ranking for
lowest business cost, because of the nature of
their business, is not reflective of their -- in
other words, it wouldn't be number one for them,
for their business. That's an overall kind of look
for an average kind of business. But if you were
property-intensive or asset-intensive --

VICE CHAIRMAN WRIGHT: Right.

MS. HEIGEL: -- it's a different look. And as
we look at major manufacturing and data centers and
things of that nature, that number can be
misleading.

VICE CHAIRMAN WRIGHT: Yeah, well, that's why
I asked the question. Okay, thanks.

COMMISSIONER HAMILTON: Mr. Chairman.

CHAIRMAN HOWARD: Commissioner Hamilton.

COMMISSIONER HAMILTON: To follow up on
Commissioner Wright's question as to property tax,
doesn't tax-in-lieu of South Carolina -- or, tax-
in-Tieu kind of screw this to where it would be a
positive figure?

MS. HEIGEL: It helps. It absolutely is a
tool that we have to help and abate the property

tax issue.
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COMMISSIONER HAMILTON: I wonder if the
magazines are aware that we have it, because I know
all new industry participates and it's been -- I
know from my part of the State, it's been a
Godsend.

MS. HEIGEL: Yes.

MR. GILLESPY: That's right. And to your
point, I think most of them are aware of the fee-
in-lieu, so that is -- and the way these work is,
they actually spreadsheet these out. As you can
imagine, it's quite voluminous as they do it. But
for one particular industry, it may not be the
Towest business cost, and for others it would be.
But yeah, good point about the fee-in-lieu.

COMMISSIONER HAMILTON: Thank you.

MS. HEIGEL: We have -- and we'll get to this
later, but if you think about data centers, which
are significant investments, they have hundreds of
millions of dollars invested in equipment, in
servers, and they replace those servers every three
to five years completely, so that's an additional
investment of, you know, $300-or-more million,
depending on the size of the data center. And
right now in South Carolina there is no tax

abatement or exemption, for that type of
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investment, existing; whereas, in North Carolina,
there is. And so, you see -- you know, you could
give them the best deal possible on the dirt, but
there are other investments in [indicating]
"property" that we have to look at.

[Reference: PowerPoint Slides 13-14]

So let me tell you little bit about the team.
We've got Clark here with me. And his group is
divided into, really, three functional areas.
You've got the Business Development Team, you've
got the Economic Development Team, and you've got
the Territorial Strategies Team. So I'm going to
fast-forward one slide here, that kind of breaks
those down.

[Reference: PowerPoint Slide 15]

The -- and this is Clark's analogy; I'm just
going to steal it, the fishing analogy here. The
way it's best I think to visualize this is, think
about business development as trying to get the
fish on the hook. So we have people who are
dedicated to being out there, planting seeds,
attending conferences, developing economic cluster
activity, and basically developing leads and
recruiting new businesses to our area, getting them

to look at us. So, that's, you know, the Business
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Development Team, getting that fish on the hook.

Then we have the Economic Development Team,
which is responsible for -- those are the folks on
the ground. They're responsible for getting that
fish in the boat. And they do a good -- a great
job of that.

And then, Tastly, the Territorial Strategies
Team, those are the folks that make sure that we're
fishing in Tegal waters as we discern the
boundaries of what is Duke-served territory, what's
co-op-served area, and what's competitive choice.
So those are the 1ine police; they make sure we're
serving where we should be. And I think that's the
easiest way.

We've got some of those folks here today. 1I'd
like to introduce them to you. We have Steve West
and Sandy Martin, who are part of our Economic
Development Team.

MR. WEST: [Indicating.]

MR. MARTIN: [Indicating.]

CHAIRMAN HOWARD: Glad to have you with us.

MS. HEIGEL: And Scott Miller, who is part of
our Territorial Strategies Team.

MR. MILLER: [Indicating.]

CHAIRMAN HOWARD: Glad to have you here.
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MR. GILLESPY: Let me -- let me dive a little
bit deeper into this one, because this is
important, and it's unique. There are less than a
handful of utility companies in the nation, and
perhaps even further than that, that are set up in
this manner. This was very intentional and
strategic in the way it was set up this way several
years ago. We could spend days on each one, but I
want to get just a little deeper in each one, and
then really the remainder of our comments will
focus on just the Economic Development Team.

But as Catherine alluded to, the Business
Development Team, those are four professionals that
were brought into Duke within the past few years --
matter of fact, one as recently as this week.

These are not utility folks; these came from the
consulting world, typically engineers who came from
geotech and engineering firms. They go -- it's
kind of a Captain Kirk mission here. They go where
no other man goes. They turn over the rocks no one
else is willing to. They don't do the trade
missions and trade shows; they fly solo. They're
out there on their own. It's very cloak and
dagger. These are ones that are wrapped up in the

confidentiality agreements. They find out about
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projects before anyone else does -- typically, in
some cases, even before the project 1is funded. But
their job is to get out there and find these leads
way out on the cutting-edge and bring them into our
service territory.

So the way it works is they find the lead and
they qualify it. Once it's qualified, they hand it
over to the Economic Development Team. By doing
so, we call that putting it into the network, and
once it's put into the network, that's when we
notify the South Carolina Department of Commerce
and our allies. So sometimes we're creating the
lead, and other times we are being -- we're letting
it be known that this is a lead. So from that
point, the Economic Development Team begins working
with our allies -- as I mentioned before, South
Carolina Department of Commerce and the local
allies.

MS. HEIGEL: And we've got slides later on --

MR. GILLESPY: Yeah.

MS. HEIGEL: -- that will 1list out a Tot of
who those partners are.

MR. GILLESPY: So that's where they come into
play. And as Catherine also mentioned, the

Territorial Strategies Team, once we start looking
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at our service territory, we need to be sure that
the sites that we're showing them are either
assigned to us or are customer-choice. And if
they're customer-choice then who else needs to be
at the table, so it really creates a level playing
field for everyone. But in this area, I would say
there's actually only one other utility that's even
organized in this manner at all. So this 1is quite
unique to the utility industry.

CHAIRMAN HOWARD: Mr. Gillespy before you
leave that slide, would you please have the three
individuals stand up and introduce themselves so we
can put a name to those in your team? They stood
up as a group, I think.

MR. GILLESPY: Oh, absolutely.

MS. HEIGEL: Sure.

MR. GILLESPY: If Sandy Martin will stand up?

MR. MARTIN: [Indicating.]

MR. GILLESPY: He's on the Economic
Development Team. Steve West --

MR. WEST: [Indicating.]

MR. GILLESPY: -- 1is on our Economic
Development Team. And Scott Miller --

MR. MILLER: [Indicating.]

MR. GILLESPY: -- 1is from our Territorial
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Strategies Team.

CHAIRMAN HOWARD: Thank you again. Welcome.
Thank you, very much.

MS. HEIGEL: And what I'11 do is I'11 fast-
forward here. This just shows our service area.
But these --

[Reference: PowerPoint Slides 16-17]

-- are the counties that Sandy and Steve are
responsible for working with, and I've had the
privilege of traveling with both of them to most of
those counties over the last couple of months, and
meeting with their economic development partners on
the ground there. And so that's how we have that
broken out.

[Reference: PowerPoint Slide 18]

So the purpose of the first set of slides was
really to talk about what 1is our mission, what is
Duke trying to achieve, how -- we were very
successful in 2010. How did we do it? And as
Clark alluded to, it's through partnerships with
others in the State and through a 1ot of work. So
I'm going to turn it over to him to really go
through who those partners are and how that work
gets done.

[Reference: PowerPoint Slide 19]
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MR. GILLESPY: And I'11 add some flavor behind
each of these names here, but first and foremost is
the South Carolina Department of Commerce, and
we're excited about Governor Haley and Secretary
Bobby Hitt. We had a great working relationship
with Joe Taylor and Jack Ellenberg and Bill Cronin
and all the project managers, so, of course, we
look forward to continuing that. And Tet me
mention as we're looking at these various bullet
points, they say it takes a village to raise a
child. And I daresay it takes a state to win a
project, because one thing that we do know about
this particular field is a project is never won by
one person, but one person can certainly lose a
project. So when we 1ook across the allies here,
we've got to make sure that we know all the
strengths and weaknesses of our allies, as well as
ourselves, where each plays, what our roles are,
and at what point we come into the projects. We
put in the Upstate Alliance. There's also the SC
Alliance, as well -- or, excuse me, Central SC
Alliance. So all of these are partners that we
pull into our projects, or they pull us into
theirs, because as I mentioned, it takes everyone

rowing in the right direction to really win these
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projects.

There are also strategic alliances, as well,
such as South Carolina Manufacturers Alliance; now
Catherine sits on the board of that. South
Carolina Chamber of Commerce; George Acker sits on
the board of that.

MS. HEIGEL: And George is our vice president
for Community Relations.

MR. GILLESPY: And as we go through, you know,
a lot of folks refer to this is big game hunting,
because when you're out there going after these
projects some call it a buffalo hunt and others
call it an elephant hunt. To be quite honest with
you, at times it feels more 1like you're chasing a
gazelle or perhaps a rabbit, because these things
ping-pong around Tike you can't imagine. Sometimes
they're up and down within a matter of months, and
other times it takes years. So we're all in it for
the Tong haul. This is also to say that there are
times where, on these projects with these allies,
Duke is in the position of being the lead jeep, and
that's well and good, and then other times we're
there to help carry the luggage, and that's just as
well. So long as we're winning the projects for

the State, that's what matters at the end of the
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day.

There's a host of economic agencies that we
could go through. As I mentioned, we cover 14
counties. I think right now what's probably best
is to talk about also some of the alliances that we
have with the community colleges, universities, and
the colleges themselves. For instance, with
Clemson, with the CU iCar -- if you want to --

MS. HEIGEL: Well, I'11 -- you know, I'T]
mention we have a number of initiatives with
Clemson, with the University itself, and then
through CU iCar. They have been a great partner
for us and continue to be. I think it goes without
saying that the presence of CU iCar is substantial
in our ability to recruit more automotive and
automotive-related industries, whether they be a
Proterra type company, electric bus, or whether
it's a ZF and a supplier to an existing
manufacturing in the region, BMW. A 1ot of
innovation there, and that kind of dovetails with
the Centers of Economic Excellence, which is the
last bullet point there.

We believe that high tech, high-tech
industries and showing South Carolina as a leader

of research and innovation, is going to also be key
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-- not just having the right tax and business
climate, but also having a significant focus on
research and innovation -- to bringing new business
and improving the knowledge economy, 1is the best
way to put it, of South Carolina. And I'm very
pleased to have been asked this week to replace
Bobby Hitt on the Centers of Economic Excellence
review board, so I look forward to serving in that
capacity.

MR. GILLESPY: Let me also put in one other
footnote. When I mentioned the local economic
development agencies, again you've got the usual
suspects there, but the ones that probably -- the
heroes that go unsung that I want to mention as
well, those are the banks, the law firms, the
engineering firms, the public relations firms that
we work with and support us on a daily basis, as
well. These are the folks that, at the end of the
day, really make it happen, as well. They're not
as well denoted as an economic development agency,
but they are absolutely in the throes of battle
with us. So I wanted to footnote that as well.

CHAIRMAN HOWARD: Mr. Gillespy, I believe
Commissioner Wright has a question for you.

VICE CHAIRMAN WRIGHT: Just something that, in

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte

Duke / Economic Develm’t Activities & 2010 Successes 25

my mind, is still an economic partner or
development partner, potentially, but can you
address the tech school program? I mean, 1is that
a --

MS. HEIGEL: Absolutely. Technical schools
are very critical to our success, because workforce
development, it is -- you don't land a project if
you can't convince that manufacturer, or whomever
it may be, that the workforce they need is here.
And so you will see in some later slides where I
talk about AdvanceSC and some of the work we do
through AdvanceSC, but we have a number of
partnerships, as do the other utilities in this
State, with our Tocal community colleges, to make
sure we have a pipeline of workers, not just for
our business -- certainly that's foremost on our
minds -- but also for those industries that we are
trying to attract to this State.

VICE CHAIRMAN WRIGHT: It seems like to me --
and I've seen some of this in the news recently,
too -- that people are retraining. You know,
they're leaving jobs they can't get anymore,
they're just not there, and they may be my age, and
they're going back to school to retrain for

something else.
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MR. GILLESPY: Exactly right.

VICE CHAIRMAN WRIGHT: So it seems like to me
that's a huge opportunity.

MR. GILLESPY: It is indeed. You absolutely
nailed it.

MS. HEIGEL: Yeah. And one of the things I
should mention, we should have the University of
South Carolina up there, as well, as an economic
development partner. We gave a significant
foundation gift last fall to the University to be
used for research and development, as well as
student scholarships, because it's in our interest
as a state, again, to grow that talent here and
keep it here, and so, very pleased about that.

I also was asked recently by Harris Pastides
to serve on a strategic initiatives committee for
the University of South Carolina with a handful of
other people, and one of those strategic
initiatives relates to energy and a
multidisciplinary approach at the university level
to energy, so not just historically, engineering
group over here, business school over here, and
public policy somewhere in the middle, but it's how
do we bring all of that together for a

multidisciplinary approach to solving our energy
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problems?
VICE CHAIRMAN WRIGHT: Thank you.
[Reference: PowerPoint Slides 20-21]

MS. HEIGEL: So economic development tools, we
have quite a few. Many of these, you are familiar
with, and some you may not be. But you all play a
huge role in our success, and that is played out in
bullet one, affordable rates; bullet two, economic
development rider options; bullet four, AdvanceSC.
Those are things that we could not be as successful
as we are without the constructive regulatory
environment and the -- you know, the work that you
all have done, the Commission has done since our
inception to help keep us and put us where we are.

So let's talk about affordable rates.

[Reference: PowerPoint Slide 22]

This is as of the end of 2009, so that would
not reflect our rate increase that went into effect
last February, so I do want to note that. But as
you can see, the rates in South Carolina for Duke
Energy Carolinas' customers are somewhere about 20
percent Tower than the national average. So that
gives us an advantage over other regions of the
country, right off the bat. And that's a great

starting place, but it doesn't end there.

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte

Duke / Economic Develm’t Activities & 2010 Successes 28

[Reference: PowerPoint Slide 23]

So what other tools do we have? We have a
number of rider options, and I'm going to hand it
over to Clark to talk about how he pulls these
tools out to Tand these jobs.

MR. GILLESPY: My apologies, these next two
slides are a bit busy, and certainly I don't want
to sit here and read them to you. But suffice it
to say that riders make us more competitive, and
that's really what it is. Most all utility
companies have some form or fashion of riders that
they use for projects, and at the end of the day,
for a project, it can amount to a difference of
several thousand dollars to several million
dollars. That's one way a utility company gets
their skin in the game to show that they are vested
in the success of this company if they're going to
locate in this particular service territory. So
that's how we get our skin in the game. It also
allows the company -- for instance on this one,
this four-year break, if you will -- to get a good
solid footing in this new territory that they're
going to call home. I think the most important
bullet point is really the last one, and that is

this, on both this slide and on the next one, the
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[Reference: PowerPoint Slide 24]

-- is that it is a competitive process; that
it's not just jumping across the street to go to a
nicer looking building or anything Tike that, that
it is a highly competitive process. You're looking
at different sites in different service
territories, and in most instances different
states, and even in some instances, different
countries. And that's where we want these riders
to be in play.

So this one, we really Tike because there are
a number of vacant buildings out there, and this is
trying to get some of those white elephants, as
they're sometimes called, off the market. So this
is something that the companies -- and the great
thing about this one 1is this: You know, they talk
about the speed of business, and with some
companies 1it's amazing how much money they can make
in a day or how much profit they make in a day, so
when you put an incentive out there like this, this
really speaks to the speed to market that a lot of
companies are looking for.

[Reference: PowerPoint Slide 25]

The utility tax credit. I don't know who came
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up with this, but it is an absolute Godsend. This
is something that we pretty much max now every
year, and as a footnote to this, South Carolina has
it, and North Carolina does not. So at the end of
the day when we Tay our cards on the table, this
actually gives us a leg up in South Carolina on
some of the incentives that we're able to put on
the table. But this really goes to offset
infrastructure cost, as you can see here, but it is
a fantastic tool that we use throughout the year.
MS. HEIGEL: One thing I'1l1 add on this, this
is one of those things that we looked at -- one of
the things we have seen over the, I guess, recent
history, recent time period, is that more and more
projects are coming in looking at sites, and they
have shorter timeframes for pulling the trigger and
making a decision. Usually there's a fairly
substantial amount of Tead time when a company
starts to look around and when they ultimately feel
they need to pull the trigger on a project. And
that, what we've seen over the last maybe year or
two, perhaps as a result of the economy being down,
people are waiting lTonger to pull the trigger on
whether they should or shouldn't expand, and so

when they do decide to pull the trigger, they've
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given themselves or allowed themselves less time to
actually bring that to fruition. But one of the
things that we've determined is that they are
wanting sites to be a bit more shovel-ready. So
that may mean grading work and other things of that
nature, and currently UTC dollars are not used for
that purpose; they're used for infrastructure. So
one of the things we're evaluating with some of our
economic development partners is trying to expand
the definition of what UTC dollars can be used for.
Just something we're evaluating.

COMMISSIONER MITCHELL: I have a question.

MS. HEIGEL: Sure.

COMMISSIONER MITCHELL: First, I've let it get
by a Tittle bit, but I particularly thank you --
thank you for being here, and thank you for the
presentation. I really appreciate the Targe
investment over in Anderson County, particularly in
the Third District areas that are very rural and
certainly need developing in South Carolina. I
want to personally thank Duke for looking into
those areas and seeing those areas developed.

And this might be a question that you can
answer or you might not can answer. Is there any

aid to specific development of any industrial parts
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as -- particularly 1in rural areas that are trying
to, you know, get on their feet as far as being
competitive on a national level, or as far as the
State Tevel? Are there funds available for that?
MR. GILLESPY: Yes, sir. And matter of fact,
in just a few more slides, I'11 be happy to get

into quite a bit of detail about that.

COMMISSIONER MITCHELL: Okay. Okay. I didn't

know if you were going to get --

MS. HEIGEL: We can -- you want to fast-
forward to that?

MR. GILLESPY: Well, no, it'11 flange up --

COMMISSIONER MITCHELL: Because especially in
these rural areas, a lot of them really just need
to get on their feet, to get started and to
compete, and I was sure you probably had something
in that --

MR. GILLESPY: I appreciate the question, so
look forward to --

MS. HEIGEL: Yeah.

COMMISSIONER MITCHELL: Okay.

MS. HEIGEL: We'll -- it's part of the --

MR. GILLESPY: Yeah. That's right.

MS. HEIGEL: -- site readiness --

COMMISSIONER MITCHELL: Okay, fine.

I
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MS. HEIGEL: 1It's part of the site readiness
slides that Clark will touch on.

COMMISSIONER MITCHELL: Okay.

[Reference: PowerPoint Slide 26]

MS. HEIGEL: AdvanceSC is something you all, I
believe, are familiar with. You allowed us to
continue that program as a result of the last rate
case, and we appreciate that, and that is a program
whereby we take 50 percent of our off-system bulk-
power marketing sales and fund AdvanceSC, which is
a 501(C)(3); it is a non-profit. It has an
independent board of Duke Energy. Although the
funding comes from our off-system sales, it's
managed by the independent board.

And the areas of support that are Tisted at
the bottom: Public assistance programs. Education
programs for economic development; the technical
schools, heavy, heavy investments there. Economic
development funding. Manufacturing competitiveness
funding.

The first $500,000-or-so of the funding every
year of AdvanceSC 1is off the top given to special
assistance programs, so Share the Warmth programs,
things Tike that.

[Reference: PowerPoint Slide 27]
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So to talk about AdvanceSC, since its
inception in 2004, that program has given over $61
million. And you can see the breakout there of how
it's been doled out between these four areas. So,
a significant portion to manufacturing
competitiveness funding. So some programs, for
example, might be more energy efficient equipment
that allows a mill to be more competitive, things
of that nature. And education, technical college
workforce training grants. And I've got some
examples on the slides that we'll go through.

And Clark, I'11 let -- you want to talk about
economic development. Maybe this study that was
just funded for SCMA on the automotive cluster?

MR. GILLESPY: Yeah. And, well, as Catherine
will get into, as well, these are areas that we're
trying to be more competitive in the area of
economic development. So there is a portion, as
you can see, 23 percent of this, has gone towards
making us more competitive for these very coveted
projects in South Carolina.

[Reference: PowerPoint Slide 28]

MS. HEIGEL: So, breaking it out, you know,

education, where has that money gone? So you can

see there the lion's share that's gone to the
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technical college system. 13 percent, since 2004,
to high schools. And 10 percent to colleges.
[Reference: PowerPoint Slide 29]

Public assistance allocation, you'll see most
of that goes to Share the Warmth programs, and then
some 22 percent, to cooling.

[Reference: PowerPoint Slide 30]

So these are just some examples of grants that
were given in 2010 to maybe make it a 1ittle bit
more granular, as to what exactly, what types of
grant requests are we getting. And you can see
there a public assistance example with the Golden
Strip Emergency Relief and Resource Agency.
Manufacturing Competitiveness Fund. So these are
things that were granted in 2010 and, here again,
on economic development --

[Reference: PowerPoint Slide 31]

-- the Laurens County Development Corporation
received a $250,000 grant to install water Tlines at
one of their industrial parks, to help them land
that ZF Transmissions project. And as we mentioned
before, that was one of our major project wins for
2010.

In education, TechReadySC. And, you know,

that was a $477,000 grant to expand their
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mechatronics curriculum and meet specific industry
needs for those types of skilled technicians.

So now Clark is going to brag on the Site
Readiness Program and, Commissioner Mitchell,
answer your questions.

COMMISSIONER MITCHELL: I think you answered
it pretty quickly.

MR. GILLESPY: Oh, but I want to tell you
about it.

[Laughter]
[Reference: PowerPoint Slide 32]

MR. GILLESPY: Well, basically, and just to
back up a Tlittle bit, Catherine mentioned a term
earlier, and that is "certified sites" or "shovel-
ready sites." In economic development, it's all
about product. You don't have product, you don't
have anything to sell. And by "product," I mean
not only just raw acreage, but buildings and things
of that nature.

And one of the things that we found 1is a Tot
of property owners feel that they have available
sites, that they have the next great site. You
know, they have 100 acres or 1,000 acres or
something 1like that. And so when we would all of a

sudden have a project that required 100 acres,
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we're taking them out to see this site and it's 100
acres of farmland. And what we're finding is, it's
100 acres of farmland. 1It's 100 acres of farmland
that's had pesticide put in it for the last 50
years. So it could be the next Superfund site and
not an industrial site. Or it's 100 acre site that
has absolutely no infrastructure anywhere to be
seen, and just the time to get to it would preclude
it from becoming an actual industrial site.

So we, about six years ago, started what's
called a Site Readiness Program. It's not to get a
site to be certified -- and by "certified," that
means that if a prospect walked in the door today
and said, "I need 100 acres," and it's a certified
site, a 100-acre certified site, that site is good
to go. It's got the infrastructure, it's under
ownership, everything is there, just add water and
we're good. A shovel-ready site means it's pretty
much in a phase where they can start digging
tomorrow; they can start laying that foundation and
get going.

Well, to have a shovel-ready or really a
certified site, costs anywhere from, say, at the
Tow end $50,000 to several hundred thousand dollars

to actually certify a site. And it's typically
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done by a site selection firm. Well, we don't have
that kind of money to put into every phone call we
get on every site that we hear about. So we
started a program where we wanted to look at the
sites, evaluate them, and figure out how ready are
these sites. So, hence the term Site Readiness
Program.

So for the past six years we do plus-or-minus
ten sites a year, between North and South Carolina.
To date, we've done just over 80 sites. We've
actually also brought in a building component to
that, as well. So this gives you, Commissioner
Mitchell, a good snapshot of the types of projects
we are currently working on for this year. As you
can see, the acreage can vary enormously, the
location as well.

When you look at the past six years, we've
done basically 29 sites in South Carolina. And
that's all well and good. I mean, we can put the
numbers up there and we can show you the investment
and what all we've done. The real story is what
happens after we do the Site Readiness Program.

And by that, what I mean is, of all the sites that
we've evaluated, have any come to fruition? Have

any been selected? Has the rubber ever met the
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road? So when we initiated this program, we were
hoping that maybe once a year or every couple of
years, at least one site would be selected, because
if you win one project, it's paid for the whole
program, year after year after year.

The great thing about South Carolina is, over
the past six years, we've had five successes, and
let me briefly describe those to you. 1In Laurens
County, we evaluated a site there; it's a 1380-acre
site. And that was back in 2007. The next year,
the same site selection consulting firm that had
analyzed the site for us, McCallum-Sweeney, had a
project. And they remembered that, "Wait a minute,
there's this site in Laurens County that we
evaluated last year for Duke Energy." They put the
site into the mix and the rest is history. That
was the American Titanium site, $422 million
investment, 320 jobs.

Moving on up the continuum, Lear, Inc., in
Spartanburg County, that was a $10.8 million
investment and 140 jobs. Again, another site that
we had analyzed. Haile Analytical in Anderson.
That was -- excuse me, sorry. That was in
Lancaster, and that was $5 million capital

investment and 35 jobs.
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MS. HEIGEL: You missed the "Lancaster" there.

MR. GILLESPY: Oh, sorry. It's from all those
years overseas, I guess.

[Laughter]

I'm working on that twang, I'm sorry. From
Alabama, if you couldn't tell.

But, and then Anderson, which has absolutely
been a shining star for us. First Quality, $1
billion and over 1,000 jobs. That was another
site. We actually -- that was the BASF site. We
looked at one of the buildings over there and part
of that site, because that is a huge site. So we
had our fingerprints on that one, as well.

And then, most recently, up in York County,
PermaShrink, as well. That's $3.3 million and 15
jobs.

So this is something that we're looking at,
is, when we make these investments, what's the
return at the end of the day, and what are we
returning to our communities and to the State? And
it's been a tremendous success story, so we're very
proud of that.

MS. HEIGEL: And we'll use UTC dollars on some
of those sites that aren't as far along as others,

to help put the infrastructure in. And you might
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want to comment on that.

MR. GILLESPY: Yeah. I mean, and part of this
through the Site Readiness Program, counties send
us in -- we, each year in January, we solicit their
input, "Do you have any sites?" They send us their
sites, and again, we try to pick ten between the
two states. From that, we then start the
analytical process, and we use McCallum-Sweeney,
because they're the benchmark, and they run with
the big projects, and that's why they are doing
these. And then when we're in Anderson or York or
anything, we try to use the Tocal engineering
talent to do our geotech work. So we keep it all
local.

After the sites have been analyzed and we find
"This is your analysis and this is what it's going
to take to get it ready," Duke also will put in
money, as far as a match, to help get them site-
ready for the next project. So it's not as if it's
a one-off and then we part ways. We're in it for
the Tong haul.

[Reference: PowerPoint Slide 33]

Shareholder investments. As I already alluded
to, we're putting money, or skin, in the game.

This creates a level playing field. This allows
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the company to see that we are -- you know, we are
their partner in this process. And, you know, it's
interesting, because incentives tend to be a
flashpoint, whether you're for or against them.
The way we Took at it is this: To win the lottery,
you at Teast have to buy a ticket, because 100
percent of nothing is still nothing. So whether
you agree with playing the Tottery or not is a
personal choice. But for us, when our communities
and our State and others ask us, you know, "We want
to win this project," we're willing to put in our
shareholder dollars to help do that. And as
Catherine mentioned, most of that goes for
infrastructure and things of that nature. But
that's where we have our skin in the game, as well.
[Reference: PowerPoint Slide 34]
Electricity 101. Well, as a former site
selection consultant, I can tell you that when I
was a site selection consultant I had no idea how
electrons passed through a copper wire, nor did I
care, but I Toved to beat up the utility companies.
That was just a fun day, because they walk around
with targets on their back. So that's what site
selection consultants like to do, you know. And so

it is a game in many respects. But when I came to
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this side of the table, I felt that, you know,
that's not as fun as it used to be --
[Laughter]

-- so I've got to do something about it,
because I'm tired of taking the beatings from those
guys. So what we realized is this: If they don't
understand how electrons pass through a copper
wire, maybe they'd quit beating up on us if they
did understand how, and why they're not asking us
the right questions, and why for every one question
they give us we give them three questions 1in return
as an answer. And a lot of that is engineering-
speak, and then you throw in a couple of Tawyers on
top of that, and it is a fun day.

So we decided, let's create a tool, a state-
of-the-art tool, that will educate site selection
consultants, bankers, financiers, lawyers, other
engineers, those that are not really in the utility
industry, as to what it 1is, how we actually run
power to your business or to your home, why we
charge what we do, and how you can be a part of
that, and actually these are the questions you
should be asking us. So it took almost two years
to get this tool together, because as I mentioned,

to get it together we had engineers and lawyers and
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graphic designers and marketing people -- Teft-
brained and right-brained people -- so again, it
took about two years to get this established. But
we rolled this out just a few years ago, it's been
met with a great deal of success in that
immediately the site selection firms took hold of
it. They started to get it. Matter of fact, at
the end of this presentation, a lot of their
questions are in there. So we actually took what
they wanted, what they needed, and put it into
this. So it allows them to see, "Well, okay, this
is the question my client needs to be asking you,
and this is why your rates are what they are, and
this is how you compare to the others." So --

MS. HEIGEL: And this is what service delivery
your particular project will require.

MR. GILLESPY: So Tlet's go to the next Tlevel.

[Reference: PowerPoint Slide 35]

So this is one of the first slides. And it
shows you what's going to be covered in this
presentation. Now as I mentioned, we've gone out,
we've taken this out of the office. We've
presented it to law firms, to site selection firms.
I even did a presentation to the South Carolina

Department of Commerce. A number of these firms
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have said that when they have a new hire, they then
put the new hire -- give them this website and they
spend the next hour or two going through it. So
it's really an educational piece.

[Reference: PowerPoint Slide 36]

We tried to use some nice graphics. Actually
when you click on -- let's go back. When you click
on this, the bucket is empty and then it fills up.
So we tried to show visually that electrons passing
through a copper wire, it's a lot like water
passing through a pipe: the volume and how fast it
comes out the end and how much is fed in and things
of this nature. So again, some nice graphics as to
really how it works.

[Reference: PowerPoint Slide 37]

We really wanted to show them, well, how do we
interconnect with all the others. If you look at
the national grid, what does that really mean to
Duke Energy? How do we connect, and how do others
connect to us? So that's in there.

[Reference: PowerPoint Slide 38]

This is actually my favorite slide, because --
you can't see it on this, but when you're actually
in the program, as you cursor over each of these

objects or pictures, it lights up. So if you
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cursor over the nuclear facility there, it lights
up, and then when you click on it, it will bring up
pictures of nuclear facilities and then what sort
of electricity they generate and how that is
generated. It goes into details around nuclear
energy .

Then you cursor over to one of the stanchions
or one of the electric lines, the transmission
lines. It'l1l show you pictures; this is a 500 kV
Tine, this is a 230, this is a 100. That's what it
looks Tike. Same thing with the tie stations, the
substations. There's a school in there, there are
some homes, there are a couple of businesses, and
it talks about their load and how they're served.
So it's really quite unique. As you cursor over
each of these, it really tells you how they play
into the overall picture of a utility company.

[Reference: PowerPoint Slide 39]

This is one of the next to the last slides,
and we wanted folks to understand, well, this is
how much electricity a hairdryer uses, or a
McDonald's, or a major manufacturing facility, or a
Wal-Mart distribution facility. So we wanted folks
to understand this is what it means at the end of

the day. This is how much electricity potentially
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your house is using.

And then the last slide is really a list of

questions for consul

tants and lawyers to give to

their clients to say, you know what, in your

request for a proposal, these are the questions you

need to be asking the utility company, and these

are the types of responses that you need to be

getting. So I know

we have that hot-linked to the

website, but it's one that we're putting out in the

marketplace.

Matter of fact,

after we Taunched this, we

were asked to put it out on our website, which we

have, and then we were asked by the Utility

Economic Development Association to put it out on

their website, because they wanted it much broader

across the other investor-owned utilities. So

that's the Electrici

ty 101.

CHAIRMAN HOWARD: Mr. Gillespy, while I'm

thinking about it --
MR. GILLESPY:

Yes, sir.

CHAIRMAN HOWARD: -- do you need a log-in for

that or can Joe Publ

MR. GILLESPY:

ic just go in and just Tog in?

No, you just click on it.

CHAIRMAN HOWARD: Click on it?

MR. GILLESPY:

Yes, sir.
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CHAIRMAN HOWARD: Thank you.

MR. GILLESPY: Thank you.

MS. HEIGEL: So what we focused on is our
success for 2010, how we've achieved that with
tools that we've used, the partnerships that we
have.

[Reference: PowerPoint Slides 40-41]

But now I'm going to talk about, you know, the
horizon. What's on the horizon. What are we
targeting. Because it's not enough just to be out
there; you've got to be looking ahead.

COMMISSIONER MITCHELL: I have a question, and
you might answer this also, but it came to me. And
I don't know -- I work a 1ot on the telecom side
of, you know, the things we regulate. I just
wonder, when you talk about site preparation and
selecting sites and developing those sites, has
there been any consideration as far as partnership
with other utilities, such as telecom companies?
The big push, as you well know I'm sure, is the
advancement of fiber-optics throughout the State,
and certainly feeling that any site that had fiber-
optics close, fiber-optic 1lines, National Broadband
Plan being developed, has there been any

consideration, I guess, of teaming with other
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utilities in the State, as far as some of your
projects? Has that been any consideration?
Because if they're 1like my kids, they don't even
want to come home unless they have high-tech Tines
so they can work on the computer, so I assume
industry development would be the same way. Has
there been any consideration along those lines, as
far as teamwork together in developing sites?

MR. GILLESPY: Well, that's an excellent
question. And it's interesting, because I guess
the short answer is this: We have teamed up on the
project, and it's project-specific. And we'll talk
in a moment about the data centers. For instance,
right now in the data center market, it's all
around the fiber-optics. And there's a perception
that South Carolina maybe doesn't have as much dark
fiber as a neighboring state.

COMMISSIONER MITCHELL: I think we fooled a
lot of people there. If you listen to our telecom
friends, they tell me how much we have. How much
do we really have?

MR. GILLESPY: Well, and that's where we need
to partner up, because you'll see that's one of our
target industries here. And if we're going to play

in that space, we absolutely, as you mentioned, do
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have to partner up, because coming together for or
during a project is really not necessarily the best
time to come together. It needs -- all this row
work, you know, needs to be done ahead of time, so
I think you raise an excellent point. To the
extent that it's been partnered, to date, ahead of
time, I really couldn't address that. From my
perception, having worked in these industry
sectors, it's typically -- when we become aware of
how much fiber is available is through the request
for proposal.

COMMISSIONER MITCHELL: And, you know, in the
listing of the organizations that you've Tisted
that contribute, you know, that's what really
popped in the back of my mind, why I didn't see
other utilities maybe -- I mean, or other
industries, such as the telecom industry, Tlisted
there in that preparation. As we go into the
future, certainly, I hope we can get joint
cooperation, because we all have to work together
to make anything worthwhile.

MR. GILLESPY: I think that's an excellent
point. And to your point, we're going to have to,
particularly if we're going after a few of these

targets that are listed here.
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COMMISSIONER MITCHELL: I would think maybe
even some industries that might be all along the
telecom 1ine, that we might eventually recruit to
South Carolina, would hope so, certainly we need
some partnerships there. I just wanted to throw
that out.

MR. GILLESPY: No, and even if we could put
together the way that 1ight passes through the
fiber, the way the electrons pass through copper, I
think that would be helpful, as well.

COMMISSIONER MITCHELL: Absolutely.
Absolutely.

MR. GILLESPY: So, well, let me address the
target markets here. Everybody has their own
target markets. Each alliance or partnership.
South Carolina Department of Commerce, they have
their ten targets. Everybody has their ten
targets. And so, we do, as well, just Tike all the
other utilities.

Now what we're trying to make sure 1is that our
ten targets, they're not necessarily the same ten
that our partners have, or our allies, or even
Department of Commerce; they're ten that are very
germane to our industry. So, as you can imagine,

these are heavy load factor, heavy manufacturing
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type projects -- with the exception of data
centers, which is not manufacturing but it's very
heavy Tload.

As you can see on the right side of this
slide, these are present in South Carolina. We
have competitive advantages. And these are all
industries that are in a growth mode. We actually
analyze these top ten every year. And each year,
one or two may roll off and other ones may roll on.
But we try to make sure that all this is very
targeted marketing in what we're doing and where
we're spending our time. So these are our top ten
that we go after. That's not to say that we don't
go after anything that is not on this Tist, because
we do. We absolutely do. But what we like to see
is, at the end of the year, of these top ten where
we placed our greatest amount of emphasis, how much
of that actually landed in our service territory.
So that's one way that we benchmark our success.

[Reference: PowerPoint Slide 42]

Well, and as we've been talking about, we have
a data center initiative. As you may have heard
lately, North Carolina has achieved a great deal of
success in the data center market, and I have to

say that was in large part due to our Business

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte

Duke / Economic Develm’t Activities & 2010 Successes 53

Development Team. Steve Heischman, the director of
our Business Development Team, he actually was way
out ahead on that leading edge that I talked about.
He knew about Apple when no one else knew about
Apple; he knew about Facebook, American Express.
There were a host of those. Matter of fact, over
the past say 20 months, there were five major
national data-center projects, and of those five,
three landed in our service footprint. And again,
a large effort due to not only our allies, but our
Business Development Team and Territorial
Strategies Team and Economic Development Team.

So we want to broaden that initiative to South
Carolina, because Commissioner Mitchell, as you
mentioned, it's been a best-kept secret of how much
fiber is here. We also have some great sites here,
and we have a Tot of infrastructure here. And
there's really very little reason that data centers
shouldn't be here. But as Catherine mentioned,
there are some legislative changes in the Taws that
they're going to have to -- and just real quick, as
a footnote, part of what kept knocking South
Carolina out of the mix for data centers 1is they
had a minimum 100 job requirement. Well, Apple, $1

billion investment, 500,000 square feet of servers
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under roof, they're going to have about 50
employees. Most of these data centers that are in
the $1/2 billion to $1 billion investment, they're
only going to employ 35 to 50 people, or
thereabouts. It's the right kind of jobs, though,
21st-century, high-tech, high-wage, high-in-demand.

MS. HEIGEL: And even with fee-in-Tieu,
significant property tax revenue for the
communities where they locate, and the possibility
for call-center secondary locations to cluster
around where they are, which are big jobs.

MR. GILLESPY: Yeah. And to that point, one
of the projects that just located in North
Carolina, it was, I believe, put in the press that
there were tax abatements. And they abated 80
percent of this corporation's tax for ten years, or
something 1ike that. Well, there's, as you can
imagine with incentives, you know, a bit of
controversy there that, "Well, now we're only going
to collect 20 percent -- 20 percent of what we
could've collected." Well, I go back to the 100
percent of nothing. If you didn't win the project,
you would've gotten 100 percent of nothing. With
that 20 percent that county's going to collect,

that company will be the sixth Targest taxpayer in
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that county; and if you take out Duke Energy,
because we have a few facilities in that area, that
company would be the third largest taxpayer. So 20
percent of something, you know, as you can see, 1is
a dramatic effect for that county. So that's
something else that we're looking at.

So, moving on from the data center
initiative --

MS. HEIGEL: Well, let me just add, on the
data centers -- so there are really two main things
that hold South Carolina back on being able to
compete on a level playing field with North
Carolina. There's the minimum job requirement and
then there's the sales tax on the equipment and the
replacement of that equipment. And so we have --
in working with our peers and with SCEDA, South
Carolina Economic Development Association, we are
working to try to put together a legislative fix to
introduce for that.

MR. GILLESPY: The next point, the automotive
cluster: Well, as everyone knows, the automotive
industry here in South Carolina, it employs almost
85,000 people. I believe from an earlier study by
Moore School of Business, it's been noted that, 1in

2008, it brought in something 1ike $27 billion into
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the economy. Knowing that, knowing that that is a
competitive advantage -- we do have good sites, we
do have the transportation networks, we do have the
labor and skill and the labor pool -- that this is
something we really need to place more emphasis on,
so that's something we're working on, as well.

And then lastly, the nuclear cluster. This is
something that we're working on with New Carolina.
That cluster for New Carolina, we actually have
been leading the work for the past several years.
Just to that point, the cluster right now has 44
members and it was stated that there are $30
billion of proposed nuclear plants within two hours
of Columbia -- which is just phenomenal. So again,
part of the reason we're placing so much emphasis
in this nuclear cluster.

MS. HEIGEL: And both SCANA and Progress are
also very, very, very involved in New Carolina.

[Reference: PowerPoint Slide 43]

MR. GILLESPY: Well, suffice it to say we're
bullish on America. 2010 was a great year. And
it's interesting, because if you look back for 12
months, folks were entering into 2010 with a great
deal of trepidation, what it would mean and Tow

growth rates and things of that nature. We feel
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we've established a great deal of momentum here --

and when I say "we," it's collectively with Duke
Energy and our allies -- in the efforts that we've
been putting in, in economic development, as we
just talked about with the Site Readiness Program
and some of these other initiatives.

So we are hopeful and we are anticipating that
2011 will be another banner year. We realize hope
is not a strategy. So to counteract that, that's
why we have put these initiatives into place.

We are excited by the new administration and
working with Secretary of Commerce Bobby Hitt and
his team. This is something that we feel we've
done a great job, to date, and we're looking
forward to carrying it forward this year, and
helping Bobby and his team in whatever way that we
can.

So with that, this is something that, again, I
think if you ask any member of our team about what
it looks 1ike in 2011, with us it's a great deal of
excitement around it.

MS. HEIGEL: And so I'1ll just close and, you
know, open it up for any further questions by
saying that the regulated utilities that you all

oversee are very, very, very involved in what it
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takes to grow the economy of this State. And so,
therefore, the role that you all have 1is paramount
to helping us be successful in that endeavor. We
wanted to do this deep dive with you, because,
quite frankly, as I came into my role, I was amazed
at all that we were doing. And I wanted to make
sure that we communicated that with you all.

CHAIRMAN HOWARD: Thank both of you.
Commissioners, questions?

COMMISSIONER MITCHELL: I just have one final
comment. I said it earlier, and I certainly
appreciate it. We felt there was a 1ot being done,
but it's so nice to have a presentation and
actually see on paper and see what your outlook is
for the future and the development in the future.
And I just want to thank you very much. It was a
great presentation.

MR. GILLESPY: Thank you.

MS. HEIGEL: Thank you, very much.

CHAIRMAN HOWARD: Commissioner Whitfield.
COMMISSIONER WHITFIELD: Thank you, Mr.
Chairman. I'd 1ike to echo Commissioner Mitchell's

remarks. I also appreciate you bringing this
before us. I do have a question I'd Tike to kind

of follow up on. I was going to ask it a Tittle
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earlier, but now is as good a time as any. We all
know that we had the great successes in the '90s,
both in rural and in metro areas here in the State,
but as the 2000s got here and the latter part of
the 2000s, as the economy started to slip, we --
and I know the Upstate Alliance and Central SC
Alliance were heavily involved and I appreciate you
mentioning both of those. I know they've done a
great job. But as things start to rebound, you see
some of the -- and it's great with some of the
announcements that you have, but you see some of
the rural areas that we had big successes in the
late '90s still kind of Tlagging behind. And I
guess what my question is to you, what else are you
doing or can you do for those areas? And I realize
you've got AdvanceSC with the grants for
infrastructure and local tech schools and the ER
rider and that sort of thing, but I guess I'm maybe
talking more from a marketing standpoint. What
else can you do for these rural areas that are
still hurting so bad for jobs and that seem to lag
behind? And I know this is a national thing, not
just in South Carolina, but what else are you or
could you do, or can you do to help those areas?

MR. GILLESPY: No, and I appreciate the
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question. 1It's one where we are looking at the
rural areas. And it's interesting, because a lot
of our projects are trying to get out of the urban
area. And it actually cuts both ways, because once
you start getting into some of the rural areas,
then they're accusing us of urban sprawl. Well,
now you're going to bring all the traffic and all
the other problems that are associated with that.
So, you know, some of it becomes a very local
issue.

What we are doing from the Duke Energy
perspective is this: When you look at capacity on
the 1ine, available sites, and companies more or
less designed to be outside of normal traffic
patterns to some extent, then we can look at some
of these more rural areas. We had one -- IBHS --
that went over to Chester. What's interesting is
when we started talking to them, they wanted to be
set up behind Charlotte Douglas Airport, and now
they're out in a much more rural setting, so it
worked out quite well.

Each year, with each project, you know, they
have their own project parameters. And a lot of
that circumference is drawn around a major

metropolitan city or an airport or school systems
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or things of that nature. So, again, the best way
that I can answer your question is, that's part of
the problem we are trying to rectify, if that's the
correct word, with our Site Readiness Program,
because the sites that are closer in to the city,
there are a host of reasons why companies are
looking beyond that particular territory. So
again, that's what we're helping to address through
the Site Readiness Program.

COMMISSIONER WHITFIELD: And I'm also talking
about new industry and also some of the old,
existing buildings that you were talking about the
redevelopment in, both areas.

MR. GILLESPY: Yes, sir.

COMMISSIONER WHITFIELD: I mean, we've got a
lot of buildings, as you well know, and --

MR. GILLESPY: Well, you know, good and bad.
Because that's product. But sometimes your product
has a nine-foot ceiling height and a company wants
a 16-foot ceiling height. So, you know, we Took --
and that's why we started the Building Readiness
Program, because we saw a 1ot of those, again,
those white elephants, as we call them, out there,
and we want to get them off the market, or decide

-- or have the community decide, "You know what,
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it's never going to sell 1like this. Let's tear it
down, move it off, and then we've got a good site."
So, you know, that's what this program tries to
address.

MS. HEIGEL: And let me mention, you know, I
spent, maybe about a week and a half ago, a full
day in places 1ike Chester and Union, and there is,
for example, a company -- there was a facility in
-- okay, Sandy, Union City?

MR. MARTIN: Jonesville. Union County.

MS. HEIGEL: Jonesville, okay. -- 1in
Jonesville, that was vacant. We marketed it. And
a startup company came in, and they build composite
flooring material that is used in places 1like Hard
Rock Cafés and that type of thing, in the kitchens,
because of the fats and the high-temperature
greases tend to eat through grout on tile, so this
is a special flooring material. And they were
doing great, but their process, their manufacturing
process was so really labor-intensive, they did not
-- and they took -- they take roofing materials and
they grind it up, and that's what they use to
create this composite flooring. Well, they needed
a machine that could grind up a 1ot of this roofing

material that they were literally having to hand-
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cut. And through AdvanceSC, they were able to get
a grant for a machine, and they demonstrated it for
me, that does just that. Increased their
productivity substantially, and now they're looking
at, you know, expanding, and success there at that
site, and they're the biggest salesmen for that
area because of what that community has done to
embrace them to come into what was a vacant
facility, revitalize it, now they're experiencing
business success, they're telling everybody about
that business success. And it grows from there.
And that's 1in Jonesville. Very high unemployment
in that area.

And then fast-forward over to Chester. One of
the few mega-sites, certified mega-sites that we
have in this State, right off of I77. And so
through our marketing efforts, L&C Railroad, and
others that are interested stakeholders in the
success of that location, we were there -- I guess
the best way to put it -- feeling the love from
Duke in that regard, but a lot of work still to do.

MR. GILLESPY: Let me also mention one other
thing, and this goes back to Commissioner
Mitchell's comments. And I don't mean to harp too

much on the data centers, but one thing we are
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finding about the data centers is they, in
particular, want to be in more rural locations.
These are heavily fortified buildings, as you might
imagine, almost 1like bunkers. They really don't
want folks to know where they are or what they're
doing. Many of these, if you drive by, you
wouldn't even notice them because there's a 20-foot
berm around them with trees and you can't see
anything beyond that.

So that's where we've got to start bearing up
and get this fiber and infrastructure into these
more rural areas to make those sites more
attractive for a major industry.

COMMISSIONER MITCHELL: That accomplishes two
things. That gets more fiber in those unserved
areas, along with the development 1like you said
earlier, millions of dollars to the school systems.

MR. GILLESPY: Great match.

COMMISSIONER MITCHELL: So it's a win-win-win
for everybody.

MR. GILLESPY: Yes, sir.

COMMISSIONER MITCHELL: I appreciate you
saying that.

COMMISSIONER WHITFIELD: Thank you, Ms. Heigel

and Mr. Gillespy. That's exactly those type areas
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I was referring to. Before that project, I know
Chester was sitting at about 22 percent
unemployment. So that's exactly where I was going
with that.

MS. HEIGEL: One of the things there 1in
Chester that's going on is the local economic
development agency 1is going to be relocating their
offices --

COMMISSIONER WHITFIELD: Out on the
Interstate, aren't they?

MS. HEIGEL: -- out on the Interstate.

COMMISSIONER WHITFIELD: Yeah.

MS. HEIGEL: The Nors,.,..ic auto mall facility
that many of you -- that's been vacant, that many
of you may have seen. That's huge for them. As
they bring in prospects through Charlotte Douglas
Airport, and just getting off the Interstate right
there, they're able to show the drive time from a
major international airport to their site, and that
-- we believe that that's a big deal for them and
will materially help them in their efforts.

COMMISSIONER WHITFIELD: That's right. Thank
you.

CHAIRMAN HOWARD: Any other questions?

[No response]
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I have one. I don't why I hesitate asking it.
But a site is decided between North Carolina and
South Carolina. Both in Duke territory. How does
that decision come about and what criteria do you
use in selecting North Carolina or South Carolina?

MS. HEIGEL: Clark always looks at South
Carolina first, right Clark?

CHAIRMAN HOWARD: Thank you.

[Laughter]

MR. GILLESPY: I 1live here in South Carolina.

CHAIRMAN HOWARD: Can I quote that to some
North Carolina Commissioners?

MR. GILLESPY: If you're comfortable with
that, yes, sir.

[Laughter]

CHAIRMAN HOWARD: No, thank you, very much.
Thank both of you for your presentation. It was
quite enlightening. And good luck in continuing
the good work.

MR. GILLESPY: Thank you.

MS. HEIGEL: Thank you.

CHAIRMAN HOWARD: With that, this briefing is
adjourned.

[WHEREUPON, at 11:20 a.m., the

proceedings in the above-entitled matter
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were adjourned. ]
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CERTIFICATE
I, Jo Elizabeth M. Wheat, CVR-CM-GNSC, do
hereby certify that the foregoing is, to the best of my skill
and ability, a true and correct transcript of all the
proceedings had in an allowable ex parte briefing held in the
above-captioned matter before the Public Service Commission

of South Carolina.

Given under my hand, this the 31st day of
January, 2011.

%cgg(w@z%w

Jo Elizabeth M. Wheat, CVR-CM-GNSC

ATTEST :

Wﬁﬁ%’

CHIEF CLERK/ADMINISTRATOR
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BOARD VISION

Everyone knows that this past year has been an especially tough and trying time to say the least. It is through such
periods of economic uncertainty that the importance of an organization such as AdvanceSC is recognized
and its need reinforced.

The Board of AdvanceSC is aware that business has been tough. Through the funds entrusted to AdvanceSC from Duke
Energy, we were able to assist a multitude of organizations this year; four that are featured in this annual report. These
organizations have made a positive economic impact through their collaborative efforts both in their local Upstate
communities and the state of South Carolina.

The importance of collaboration among local leaders, especially during times of hardship, allows the doors of
businesses and organizations to remain open. But collaboration does more than just keep businesses afloat. It
allows them to thrive while stories of foreclosure and Chapter 11 continue to make national headlines. That is why

I am so proud to lead such an incredible organization like AdvanceSC. From all of us on the AdvanceSC Board, thank
you for your continued support and commitment to improving the welfare and lives of Upstate South Carolinians.
We are truly grateful.

Sincerely,

tpr it X

David Beard
President, AdvanceSC Board of Directors

AdvanceSC Overview:

Established by Duke Energy in 2004, AdvanceSC assists communities in Duke Energy’s South Carolina service area
through grants for public assistance and economic development. The organization concentrates on advancing
education to support industry, assisting other economic development organizations to attract and retain industries and

enhancing the competitive position of manufacturers.

Duke Energy provides funding for AdvanceSC with 50 percent of its profits from certain wholesale or Bulk Power
Marketing (BPM) sales of electricity in South Carolina. AdvanceSC is a Limited Liability Company managed by a board

of directors independent of Duke Energy.

Contents:

TESTIMONIALS

GPRYSMIAN )?_LC_DC “

Public Assistance:

Golden Strip Emergency Relief and Resource Agency (GSERRA)

offers individuals and families facing life crises, such as unemployment,
assistance with power, water, rent and the necessities of life.
Receiving funds primarily through community donations, GSERRA
prides itself on being a hand-up agency that acts as a stepping stone

away from crisis.

GSERRA recently received a $25,197 grant from AdvanceSC for winter
heating assistance. The funds are applied to heating and power bills
for in-need individuals and families who come to GSERRA for

assistance. With winter quickly approaching, many people are faced

with the reality of having their heat and power disconnected,
especially as heating bills rise due to dropping mercury levels. The goal of GSERRA, with the assistance from AdvanceSC funds, is

to ensure that power and heat are not shut off for qualified recipients.

“Receiving funds from AdvanceSC is a wonderful opportunity to help people stop holding their breath from fear that their
power is going to be turned off during a time when it is needed most,” said Julia Baynes, director of Golden Strip Emergency
Relief and Resource Agency. “The financial assistance provided by AdvanceSC trickles down to all of the things that keep
individuals and families going. One of our goals at GSERRA is to help provide stability and a hand-up to the road of self

sufficiency. With AdvanceSC, this is one of the ways that we can continue to help.”

Based in Simpsonville, S.C., GSERRA was formed in 1997 through the merging of Fountain Inn Relief and Mauldin/Simpsonville
Relief. A United Way partner agency, GSERRA's goal is to provide assistance in times of economic crises to residents of
Greenville County who reside south of Interstate 85 and Laurens County living north of Highway 101. Since AdvanceSC’s 2004

inception, GSERRA has received more than $196,000 in heating and cooling assistance.

Boards of Directors 2010:

BOARD VISION

BOARD OF DIRECTORS
ADVANCESC OVERVIEW
TESTIMONIALS:

Golden Strip Emergency Relief and Resource Agency

Prysmian Cables and Systems
Laurens County Development Corporation
South Carolina Technical College System

FUNDING PROGRAMS:
Public Assistance
Manufacturing Competitiveness Funding (MCF)
Economic Development
Education
FINANCIAL SUMMARY

JIM ALEXANDER
Oconee County Economic
Development Commission

DAVID BEARD
Pacolet Milliken Enterprises

CAROL BURDETTE
United Way of Anderson County

NED COCHRANE
Mount Vernon Mills
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South Carolina Department
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Greenville County Schools

TERRI HEARD

Michelin North America, Inc.
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SANDY MARTIN
Duke Energy Carolinas, LLC

MARIE MURPHY
Sealed Air Corporation

KEN RADA
Duke Energy Corporation

ANN MARIE STIERITZ
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Manufacturing Competitiveness Funding (MCF):

Prysmian Cables and Systems is a leading player in the industry of high-technology cables and systems for energy and
telecommunication. Located in Abbeville, S.C., Prysmian’s 16-story, 338,000-square-foot plant has manufactured low,

medium and high voltage underground power cables since 1968.

Prysmian Cables and Systems requested a manufacturing competitiveness grant
from AdvanceSC for assistance controlling barrel temperatures for cable insulation.
Due to Prysmian’s inability to control barrel temperatures, the extruders did not
work as quickly as required, which resulted in decreased output capabilities.

An extruder is a device that applies an insulating, protective plastic coat around

power cables.

“Prysmian Cables and Systems is extremely grateful for AdvanceSC’s assistance,”
said Sean Smith, process engineer, Prysmian Cables and Systems. “Our line now
runs faster and we get more output from our extruders. In addition, the funding
has helped us to get our output levels back to where they are supposed to be. That is invaluable to our company’s bottom
line and to our ability to stay competitive in the marketplace.” Planning for updates to the barrel temperature controls
took approximately six months. Upon receiving funds from AdvanceSC, the temperature control installation took 10 days
and the benefits were seen immediately. Project funds were also allocated for upgrades to the closed-loop, water-carrying
pipe system for Prysmian'’s extruders.

Prysmian Cables and Systems has a global presence through its two businesses, Energy Cables and Systems and Telecom
Cables and Systems. The company has subsidiaries in 38 countries, 53 plants in 21 countries, seven research and

development centers in Europe, USA and South America, and more than 12,000 employees.

Economic Development:

The Laurens County Development Corporation received a $250,000 grant from AdvanceSC for use in the installation of water
and sewer lines at Owings Industrial Park for ZF Transmissions, a leading worldwide automotive supplier. The project involves
the construction of a new 127-acre facility, employment of nearly 1,000 people and investment of at least $350 million over
the next seven plus years.

The approximate one-million-square-foot facility will manufacture eight- and nine-speed transmissions for BMW and other
automotive companies. Bringing various suppliers to the Upstate for plant support, ZF Transmissions will potentially
create several hundred additional jobs as a by-product of its decision to construct the Laurens facility.

“AdvanceSC has certainly made a significant contribution to the creation of excellent paying jobs for not only the residents
of Laurens County but for residents of the entire Upstate,” said Marvin Moss, executive director of the Laurens County
Development Corporation. “Thank you, AdvanceSC, for believing in the collaboration of local businesses and assisting
with the revitalization of Laurens County’s economy and the economy of the Upstate.”

Moss added that site preparation and land transfer occurred in mid-November

2010 and that construction will begin in early January 2011. The building
should be completed by early 2012.

The project was a combined effort between the South Carolina Department of

Commerce, Laurens County and the Laurens County Development Corporation.

“The grants we have
received from AdvanceSC
have been instrumental

In helping us achieve this
goal in the Upstate.”

Education:

TechReadySC is a collaboration of five Upstate South Carolina Technical Colleges — Greenville Technical College, Piedmont
Technical College, Spartanburg Community College, Tri-County Technical College and York Technical College — designed
to build a more competitive workforce in the Upstate of South Carolina by providing innovative services to meet the
economy’s existing and emerging human performance needs.

TechReadySC introduced a new mechatronics curriculum in 2008, which was developed with substantial support from
AdvanceSC to meet identified industry needs for highly skilled technicians. Enrollment in mechatronics programs has
exploded since then, growing 600 percent from 69 students in 2008 to 417 in 2009. As a result, the South Carolina
Technical College System was awarded a $477,580 grant from AdvanceSC to be utilized for advanced mechatronics modules
that extend beyond the current mechatronics program.

“The South Carolina Technical College System works to make certain our

programs and offerings meet the needs of the local communities our VSTEM
]

colleges serve,” said Dr. Cheryl Cox, vice president of Academic Affairs for

the South Carolina Technical College System. “The grants we have received

from AdvanceSC have been instrumental in helping us achieve this goal in the Upstate. Our industry partners need a
steady pipeline of highly skilled workers. The South Carolina Technical College System, along with TechReadySC, answers
these needs. It's a wonderful example of collaboration for the greater good.”

A portion of the funds are used for overall program management, project administration and travel for project management
meetings. The remaining funds are used to support two phases of the project. The first phase is need assessment. The
industry will provide input for training needs in advanced mechatronics and identify needed competencies. The second
phase is capacity building. In this phase, funds will allow the appropriate curricula to be identified, developed and
modularized. Funds are also used for the purchase of equipment and course materials, marketing and promotion of the
training, the initial offering and assessment of the modules, and to support faculty training. Program administrators will
also disseminate information regarding the availability of the modules to all the colleges in the South Carolina Technical
College System.





FUNDING PROGRAMS:

2010 FINANCIAL SUMMARY:

Public Assistance:

2010 AdvanceSC Grants 2004-2010 AdvanceSC Grants

Through the Duke Energy Foundation, Duke Energy and its customers in the Carolinas provide financial assistance to South
Carolina citizens in great financial need through direct grants to Duke Energy’s Share the Warmth, Cooling Assistance and
Fan Heat Relief programs. AdvanceSC makes an additional annual allocation to these public assistance programs to be e Fducation et Fducation

administered jointly with the existing programs in South Carolina. B Economic Development [l rublic Assistance I Economic Development Il Public Assistance

Once funding requirements for the identified public assistance programs are met, the remaining AdvanceSC funds are

divided among manufacturing competitiveness, economic development and education programs. 18% 23% 9% 23% 26% 6% 45%
, Economic Development  $1,359,962 Economic Development $13,919,779
H i H . MCF $2,955,773 MCF $28,009,576
Manufacturing Competitiveness Funding (MCF):
Education $1,076,373 Education $15,772,687
Fifty percent of the remaining available AdvanceSC funds are allocated to the manufacturing competitiveness fund to Public Assistance $500,000 Public Assistance $3,950,000
strengthen the competitive position of existing manufacturing within Duke Energy’s service area. Recognizing the TOTAL $5,892,108 TOTAL $61,652,042

community value in retaining existing manufacturing, the program provides financial assistance to manufacturers
investing in applications that increase productivity, efficiency and reliability, or which reduce environmental impacts.

Economic Development: 2010 Public Assistance Allocation 2004-2010 Public Assistance Allocation

Once funding requirements for the identified public assistance programs are met, 25 percent of the remaining available funds I Cooling I Cooling
are designated for direct funding of economic development initiatives and for creating new sustainable manufacturing and

. i o ° ;i ) . . I Heating I Heating
manufacturing-related jobs within Duke Energy’s service area in South Carolina.

Funds are provided to regional economic development partnerships and alliances, key chambers of commerce and county
economic development organizations for the purpose of attracting new or expanding industries in the Duke Energy service

area of South Carolina. . )
Cooling $100,000 Cooling $850,000

Heating $400,000 Heating $3,100,000
TOTAL $500,000 TOTAL $3,950,000

Specific project investment is considered where a broad base of community support exists and where Duke Energy would
provide electric service.

Education:

AdvanceSC believes that education is one of the core components needed to prepare our state for future economic

2010 Education Grants 2004-2010 Education Grants

development. The past two decades have witnessed South Carolina’s transition from an agricultural- and textile-based state
to a manufacturing-centric state, and the future of the manufacturing sector is a key factor in the economic stability and

growth of our state and its citizens. I College/University High School I College/University High School

The South Carolina’s Governor’s 2001 workforce survey cited that 61 percent of South Carolina businesses were unable to I Technical College I Technical College

find adequately skilled labor to fill job openings. AdvanceSC seeks to fund programs that offer new solutions, develop new

skills and create an educational foundation to prepare our citizens for this emerging economy. 25% 1% 74% 13%  10%  77%

Programs eligible for support include: College/University $15,293 College/University $1,532,644
e Technical college training programs that prepare the workforce to support new and existing manufacturing Technical College $796,080 Technical College ~ $12,253,632

and related industry High School $265,000 High School $1,986,411
¢ College or university research and higher education programs that provide innovative solutions and TOTAL $1,076,373 TOTAL $15,772,687
competitive advantages for manufacturing and related industry
* High school education programs that support workforce preparedness for manufacturing and related

industry and increase graduation rates
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‘Economic Development Mission @ Energy.

 For over 100 years, Duke Energy has been at the forefront of
creating an economic future for this region through our vision and
energy-related endeavors

 From our very first hydro facility in 1904, Duke Energy has been
the driving economic development force of the communities we
serve

 Our economic development mission is to attract and recruit new
and future customers to our region — to serve and help grow

 Our aim is focused and intentional -- to pursue the next
generation of energy users (new and existing) that will invest
capital, create jobs, consume resources wisely, and make our
region thrive
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Capital Investment

2005-2010 SC Capital Investment ($m)

$1,600.00

$1,200.00

$800.00
$400.00 I

$0.00

2005 2006 2007 2008 2009 2010

Investment  $345.6 $1586.5  $7285  $1,190.7 $290.8 $1,642.58
($m)
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Job Creation

2005-2010 Job Creation

2010
2009
2008
2007

2006

2005

0 1,000 2,000 3,000 4,000 5,000 6,000

2005 2006 2007 2008 2009 2010
#Jobs 1,669 2,720 3,438 2,048 2,379 5,169
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Project Wins
2005-2010 SC Successes

40
30
20

2005 2006 2007 2008 2009 2010

#Wins 10 17 26 18 13 24

by Year





. Recent SC Wins

Duke

Energy.

Selected Corporate Facility Projects 2010

Company City County
First Quality Tissue Anderson  Anderson
ZF Group Laurens Laurens
Proterra Inc. Greenville  Spartanburg

Defense Venture Group Indian Land Lancaster

Parkdale Mills Inc.

Cherokee  Cherokee

Type
MF
MF

MF

MF
RD/HQ

MF

N/E Product
N  Tissue Paper
N Auto Parts

N Motor Vehicle
Bodies

N Management
Services

N Textile

Investment
$1,000 MM
$350 MM

$68 MM

$50 MM

$45 MM

MF = Manufacturing OF = Office HQ = Headquarters RD = Research & Development CC = Contact Center

DW = Distribution/Warehouse N = New E = Expanded

Source: Site Selection Magazine, January 6, 2011

Employment
1,000
900

1,300

220
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National Accolades

 Site Selection Magazine — Top 10 Utilities in Economic Development
for North America (12 year for Duke Energy)

 Site Selection Magazine — Top State Business Climate Ranking —
South Carolina is #5

 Business Facilities Magazine — Honorable Mention for Deal of the
Year Award for First Quality Tissue’s $1 billion manufacturing facility

 Area Development Magazine — Top States for Doing Business —
South Carolina was ranked:
— #1in lowest business costs
— #3in most business friendly
— #3in corporate tax environment
— #3in overall labor climate
— #3in workforce development programs
— #3in fast-track permitting
— #5in shovel-ready sites

12
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SC President
Catherine Heigel

Vice President
ED-BD-TS Team

Clark Gillespy

Business Economic Territorial
Development Development

Team Team

Strategies
Team

*Functional Structure
14
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 Business Development Team
— Lead Generation / Recruitment

e Economic Development Team
— Recruitment / Site Selection / ED Practitioners

e Territorial Strateqies Team
— Line Police / Ability and Right to Serve

15
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Steve West
>Abbeville
>Anderson
>Greenwood
>Greenville
>Laurens
>Newberry
>0conee
>Pickens

Sandy Martin

>Cherokee
>Chester

> ancaster
>Spartanburg
>Union
>York
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o SC Department of Commerce

 Upstate Alliance

 South Carolina Manufacturers Alliance
 South Carolina Chamber of Commerce
 Local economic development organizations

 Clemson University
e Centers of Economic Excellence

19
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o Affordable rates

« Economic development rider options
o Utility Tax Credit

e AdvanceSC

« Site and Building Readiness Program
 Shareholder investment

e Electricity 101 Tutorial

21
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Affordable Rates @ Energy-
Average Electric Prices in 2009 (cents per KWH)
14
11 69 11 72
12 11 02
10.06
10 9 16
8.17
8 A X
6
4
2
0
Duke Energy Progress  South Carolina South Carolina South Atlantic  United States
Carolinas Energy Electric & Gas Region
Carolinas
m Residential = Commercial Industrial

Source: Edison Electric Institute, Typical Bills and Average Rates Report
*12 months ended 2009 22
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Rider EC- Economic Development

» New business and development in North and South Carolina benefits everyone in the Carolinas
in terms of jobs created, regional strength and increased revenues. To encourage economic
expansion in our region, Duke Energy Carolinas established the Economic Development (EC)
rider which is available in new or existing facilities to new customers or those expanding.

 Rider EC provides a four-year billing credit for qualifying new load, beginning (at the customers’
discretion) up to 18 months after the initial delivery or expansion of electric service. This billing
credit is applied to the electric bill for new load.

Rider EC Qualifications

» To qualify for Rider EC, the customer must sign a 10-year contract with Duke Energy Carolinas
and add a minimum of 1000 kW of new load on the Duke Energy Carolinas system
accompanied by either

— 75 new full time employees on the Duke Energy Carolinas system per 1000 KW of load, or
— $400,000 in capital investment per 1000 KW of new load

» The applicant must affirm that the availability of the rider was a factor in deciding to locate the
load on the Duke Energy Carolinas system, and the application must be approved before the
load is added.

23
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Rider ER- Economic Redevelopment

Rider ER provides a billing credit of 50% for the first year of operation beginning, at the
customer’s discretion, up to 12 months after the initial delivery of service for qualifying customers
locating in a Duke Energy Carolinas served existing building which has been vacant for a
minimum of 6 months and requires no service upgrades. The monthly billing credit effectively
offers the customer the opportunity for ‘half price energy’ during their first full year of operation.

Rider ER Qualifications

» To qualify for Rider ER, the customer must sign a 5-year contract with Duke Energy Carolinas
and add a minimum of 500 KW of new load on the Duke Energy Carolinas system
accompanied by either:

35 new full time employees on the Duke Energy Carolinas system per 500 KW of
load, or

 $200,000 in capital investment per 500 KW of new load

» The applicant must affirm that the availability of the rider was a factor in deciding to locate the
load on the Duke Energy Carolinas system, and the application must be approved before the
load is added.

24





Utility Tax Credit lgﬁg;%w .

South Carolina Utility Tax Credit

Credit Against License Fee For Infrastructure

» South Carolina Code §12-20-105 allows a taxpayer subject to the license fee imposed on
South Carolina property and gross receipts under South Carolina Code §12-20-100, such as
a power company, water company, gas company, or telephone company, a credit against its
license fee liability for 100% of the amount paid in cash for infrastructure for an eligible
project of another taxpayer.

 Ataxpayer is not allowed a credit for actual expenses it incurs in the construction and
operation of any building or infrastructure it owns, leases, manages, or operates.

e The maximum credit that may be earned in any tax year by a taxpayer is $300,000,
however, the credit cannot reduce the license fee liability of the taxpayer below zero.

25
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» AdvanceSC is a limited liability company established by Duke Energy in 2004 to support
communities in Duke Energy’s South Carolina service area through grants for public assistance
and economic development programs.

* In general, AdvanceSC concentrates on advancing education to support industry, assisting
other economic development organizations to attract and retain industries in Duke Energy's
service territory and enhancing the competitive position of manufacturers in Duke Energy’s
service territory.

» Duke Energy provides funding for AdvanceSC with 50 percent of its profits from certain
wholesale or Bulk Power Marketing (BPM) sales of electricity allocable to South Carolina. The
funding amount will vary from year to year, based on wholesale sales profits.

» AdvanceSC is managed by a board of directors that is independent of Duke Energy. The board
makes all funding decisions and is responsible for fund administration.

Key Areas of Support

e  Public Assistance programs
»  Education Programs for economic development
»  Economic Development funding

»  Manufacturing Competitiveness funding 2%





2004-2010 AdvanceSC Grants lE#gt%w .

Total AdvanceSC Giving- $61,652,042

® Manufacturing
Competitiveness Funding

6%

$3,950,000
23% ® Education

45%

$13,919,779
$28.009,576 = Economic Development

26%
$15,772,687

® Public Assistance
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2004-2010 Education Grants lE#gregw .

Total Education Giving- $15,772,687
10%

® Technical College

$1,532,644
13%

0
$1,986,411 1%
$12,253,632

® High School

m College / University
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2004-2010 Public Assistance Allocation Pogﬁgr%w .

Total Public Assistance Giving- $3,950,000

22%
$850,000

78% m Cooling ™ Heating

$3,100,000
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2010 AdvanceSC Grants @ Energy.

Public Assistance

Golden Strip Emergency Relief and Resource Agency (GSERRA)
» United Way partner agency that assists families in times of economic crises
» Received a $25,197 grant from AdvanceSC for winter heating assistance
 Since 2004 has received over $196,000 in heating and cooling assistance

Manufacturing Competitiveness Fund (MCF)

Prysmian Cables and Systems
» Manufacturer of high-technology cables and systems for energy and telecommunications
» Received an AdvanceSC grant to improve output capabilities

» Funds allowed the company to make necessary upgrades to stay competitive in the
marketplace

30
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Economic Development
Laurens County Development Corporation
* Received a $250,000 AdvanceSC grant to install water lines at Owings Industrial Park

for ZF Transmissions
« ZF Transmissions- capital investment of $350 million, almost 1,000 jobs created over

the next seven years

Education
TechReadySC
« Collaboration of five Upstate Technical Colleges: Greenville Tech, Piedmont Tech,
Spartanburg Community College, Tri-County Tech, and York Tech
» $477,580 to expand a new mechatronics curriculum to meet specific industry needs for
skilled technicians

31
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Sites Evaluated
 Anderson County — Wellington Site
— 400 acres

Union County — Allied Industrial Park
— 117 acres

Lancaster County — Airport Industrial Park
— 1,181 acres

Chester County — Chester Technology Park
— 164 acres

Pickens County — Eighteen Mile Road Site
— 522 acres

Building Currently Being Evaluated
 Abbeville County — Milliken Honea Path Building
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Duke Energy shareholders also make limited contributions to help
promote economic development activity in the Carolinas
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Electricity 101

' [ Electricity 101 - Powering E... > Y&S

C | @ www.considerthecarolinas.com/electricity 101.asp

RESIDENTIAL BUSINESS LARGE BUSINESS OUR COMPANY

i#& Consider the Carolinas » Electricity 101 - Powering Economic Development

Consider the
Carclinas - 2 2

Electricity 101 - Powering Economic Development
About Duke Energy
Rates The purpose of the Intraduction to Electricity 101 - Fowering Economic Development is to teach econamic developers and site
National Rate consultants exactly what information the electric utility needs in order to discuss options with the client, estimate cost of service, best
Comparisons rate, etc. There is other background information provided that developers need to know in order to communicate intelligently with client

Site Readiness Program and utility to reduce confusion, and to provide the client with the bestinformation.

Highlighted Sites &
Buildings

Eleciciy 101 - POWERING SITE SELECTION

Powering Economic

Development WHAT YOU NEED TO KNOW TO HELP YOUR CLIENTS EXPAND THEIR SUCCESS.

Resources

Contact Us: Duke
Energy's Business
Development &
Economic Development
Team

LAUNCH PRESENTATION

copmgﬂ&mmwu rights reserved.

Duke Energy Carolinas = Economic Development
526 South Church Street = Charlotte, NC 28202
www.ConsiderTheCarolinas.com
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POWERING SITE SELECTION Po By

WHAT ¥OU NEED TO KMOW TO HELP YOUR CLIENTS EXPAND THEIR SUCCESS

In this Electricity 101 presentation, you will learn:
@ Basic utility terms
Power supply and generation mix
Overview of the electric power system
Power reliability factors
Explanation of rates and riders
What information an electric service provider needs

How to ask questions to get the right answers

Answers to common site selector questions

Table of Contents /\ Copyright © 2010 Duke Energy. Al rights reserved. 35
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POWERING SITE SELECTION o Bty

WHAT ¥OU NEED TO KNOW TO HELP YOUR CLIENTS EXPAND THEIR SUCCESS

Here is another way to look at this
terminology using a water-to-electric analogy:

Voltage (in volts) is like pressure in the pipe
(in pounds per square inch).

Current (in amps) is like the flow rate of water

molecules in the pipe. /’_-

kW Demand (in kW) is similar to the flow rate
of water in the pipe (in gallons per minute).
However, electric demand is averaged over a
longer period.

Consumption (in kWh) is similar to the
gallons of water in the bucket. For determining
the power bill, the period utilized is a month.
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Overview of National Power System

Electric generating stations throughout the United States are interconnected
in a system called power grids. This allows electricity generated in one state
to be sent to users in another state.

CAPACITY
@ 230,000 VOLTS
@ 345,000 VOLTS
@ 500,000 VOLTS
@ 765,000 VOLTS
@ HIGH-VOLTAGE DIRECT CURRENT
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POWERING SITE SELECTION

WHAT YOU NEED TO KNOW TO HELP YOUR CLIENTS EXPAND THEIR SUCCESS & Energy.

From Generation to the Customer
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E Energy.
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HOW MUCH ELECTRICITY DOES IT USE ???

Toaster

Hair Dryer

Microwave Oven

Television

Refrigerator (new)

Plasma TV

Clothes Dryer

Water Heater

3000 SF House

25 HP Motor

Average McDonalds restaurant
Average Wal-mart store
Average "large" (> 1MW) Industrial Plant

2 kWh / Month

6 kWh / Month

12 kWh / Month

27 kWh / Month

72 kWh / Month

75 kWh / Month

83 kWh / Month

260 kWh / Month
1,233 kWh / Month
7,080 kWh / Month
50,000 kWh / Month
328,000 kWh / Month
2,300,000 kWh / Month
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Automotive OEMs
Motor vehicle parts suppliers

Life sciences (pharmaceutical,
biotechnology, R&D)

Medical equipment
Processed food and beverage
Plastics

Fabricated metals and advanced
manufacturing

Alternative energy manufacturers
Data centers and server farms
Aerospace

What Do We Know About
These Industries?

= Present in South Carolina — has
assets/competitive advantages to
attract these industries

= Show positive economic trends at the
national level

= Have a relatively low potential to be
outsourced to a developing country

= Provide high economic multipliers
(.e., support jobs creation in other
sectors including services)

= Complement the target industries of
South Carolina
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Data center Initiative

*Emphasis on sites and capital investment

Automotive cluster evaluation and promotion

*Emphasis on site and prospects

Nuclear cluster promotion

L ed by Duke Energy through New Carolina
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