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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Partners of TEPPCO Partners, L.P.: 

We have audited the accompanying consolidated balance sheets of TEPPCO Partiiers, L.P. and subsidiaries as of December 3 1 , 

2005 and 2004, and the related consolidated statements of income, partners' capital and comprehensive income, and cash fiows for 

each of the years in the three-year period ended December 31, 2005. These consolidated financial statements are the responsibility of 

the Partnership's management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with tiie standards of the Public Company Accounting Oversight Board (United States). 

Those standards require that we plan and perform the audit to obtain reasonable assurance about whetiier the financial statements are 

free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the finan

cial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well 

as evaluating tiie overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, ttie consolidated financial statements referred to above present fairiy, in all material respects, the financial position of 
TEPPCO Partners, L.P. and subsidiaries as of December 3 1 , 2005 and 2004, and tiie results of their operations and their cash flows for 
each of the years in the tiiree-year period ended December 31 , 2005, in conformity with U.S. generally accepted accounting principles. 

As discussed in Note 20 to the consolidated financial statements, the Partnership has restated its consolidated balance sheet as of 

December 31, 2004, and the related consolidated statements of income, partners' capital and comprehensive income, and cash flows 

for the years ended December 31, 2004 and 2003. 

KPMG LLP 

Houston, Texas 
February 28, 2006, except for the effects of discontinued operations, 

as discussed in Note 5, which is as of June 1, 2006 

F-2 



• 
TEPPCO PARTNERS, L.P. 

Consolidated Balance Sheets 
(in thousands) 

• 

AGCCTC 

Current assets: 
Cash and cash equivalents 
Accounts receivable, trade (net of allowance for doubtful accounts of $250 and $112) 
Accounts receivable, related parties 
Inventories 
Other 

Total current assets 

Property, plant and equipment, at cost (net of accumulated depreciation and amortization of $474,332 and 
$407,670) 

Equity investments 
Intangible assets 
Goodwill 
Other assets 

Total assets 

LIABILITIES AND PARTNERS' CAPITAL 
Current liabilities: 
Accounts payable and accrued liabilities 
Accounts payable, related parties 
Accrued interest 
Other accrued taxes 
Other 

Total current liabilities 

Senior Notes 
Other long-term debt 
Other liabilities and deferred credits 
Commitments and contingencies 
Partners' capital: 
Accumulated other comprehensive income 
General partner's interest 
Limited partners' interests 

Total partners' capital 

Total liabilities and partners' capital 

2005 

S 119 
803,373 

5,207 
29,069 
61,361 

899,129 

1,960,068 
359,656 
376,908 

16,944 
67,833 

$3,680,538 

S 800,033 
11,836 
32,840 
16,532 
75,970 

937,211 

1,119,121 
405,900 

16,936 

11 
(51,487) 

1,262,846 
1,201,370 

$3,680,538 

December 31, 

2004 
(as restated] 

$ 16,422 
553,628 

11,845 
19,521 
42,138 

643,554 

1,703,702 
363,307 
407,358 

16,944 
51,419 

$3,186,284 

$ 554,464 
24,654 
32,292 
13,309 
46,593 

681,312 

1,127,226 
353,000 

13,643 

— 
(35,881) 

1,046,984 
1,011.103 

$3,186,284 

See accompanying Notes to Consolidated Financial Statements. 

^ 

F-3 



TEPPCO PARTNERS, L.P. 

Consolidated Statements of Income 

(in thousands, except per Unit amounts) 

Years Ended December 31, 

2005 

$8,061,808 
144,552 
96,297 
37,614 
43,915 

152,797 
68,051 

2004 

(as restated) 

$5,426,832 
148,166 
87,050 
37,177 
41,204 

140,122 
67,539 

2003 

(as restated) 

$3,766,651 
138,926 
91,787 
29,057 
39,837 

135,144 
54.430 

Operat ing revenues: 

Sales of petroleum products 

Transportation—Refined products 

Transporiation—LPGs 

Transporiation—Crude oil 

Transportation—NGLs 

Gathering-Natural gas 

Other 

Total operating revenues 8,605,034 5,948,090 4,255,832 

Costs and expenses: 

Purchases of petroleum products 

Operating, general and administrative 

Operating fuel and power 

Depreciation and amortization 

Taxes—other than income taxes 

Gains on sales of assets 

7,986,438 
218,920 
48,972 

110,729 
20,610 

(668) 

5,367,027 
219,909 
48,139 

112,284 
17,340 
(1,053) 

3,711.207 
198,478 
41,362 

100,728 
15,597 
(3,948) 

Total costs and expenses 8,385,001 5,763,646 4,063,424 

Operat ing Income 

Interest expense—net 

Equity earnings 

Other income—net 

Income from continuing operations 

Discontinued operations 

220,033 
(81,861) 
20,094 

1,135 
159,401 

3,150 

184.444 
(72,053) 
22.148 
1,320 

135,859 
2,689 

192,408 
(84,250) 
12,874 

748 
121,780 

Net income 

Net Income Al locat ion: 

Limited Partner Unitholders income from continuing operations 

Limited Partner Unitholders income from discontinued operations 

Total Limited Partner Unitholders net income allocation 

Class B Unitholder net income allocation 

General Partner income from continuing operations 

General Partner income from discontinued operations 

Total General Partner net Income allocation 

Total net income allocated 

Basic and di luted net income per L imited Partner and Class B Unit: 

Continuing operations 

Discontinued operations 

Basic and diluted net income per Limited Partner and Class B Unit 

$ 

$ 

$ 

$ 

$ 

162,551 

112,744 

2,228 

114,972 

— 

46,657 

922 

47,579 

162.551 

1.67 

0.04 

1.71 

$ 

$ 

$ 

$ 

$ 

138,548 

96,667 

1,913 

98,580 

. — 

39,192 

. 776 

39,968 

138,548 

1.53 

0.03 

1.56 

$ 

$ 

$ 

$ 

s 

121,780 

86,357 

86,357 

1,754 

33,669 

33,669 

121,780 

1.47 

1.47 

Weighted average Limited Partner and Class B Units outstanding 67,397 62.999 59,765 

See accompanying Notes to Consolidated Financial Statements. 
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• 
TEPPCO PARTNERS, L.P. 

Consolidated Statements of Cash Flows 

(in thousands) 

Years Ended December 31, 

2005 2004 2003 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net income 
Adjustments to reconcile net income to cash provided by continuing operating activities: 

Income from discontinued operations 
Depreciation and amortization 
Earnings in equity investments, net of distributions 
Gains on sales of assets 
Non-cash portion of interest expense 
Increase in accounts receivable 
Decrease (increase) in accounts receivable, related parties 
Increase in inventories 
Increase in other current assets 
Increase in accounts payable and accrued expenses 
Increase (decrease) in accounts payable, related parties 
Other 

(as restated) (as restated) 

$162,551 $138,548 $121,780 

(3,150) 
110,729 

16,991 
(668) 

1,624 
(249,745) 

6,638 
(970) 

(19,088) 
254,251 
(12,817) 
(15,623) 

(2,689) 
112,284 

25,065 
(1,053) 

(391) 
(181,690) 

(14,693) 
(3,433) 
(9,926) 

186,942 
4,360 

10,572 

— 
100,728 

15,129 
(3,948) 

4,793 
(100,085) 

8,788 

(956) 
• (953) 
95,540 

7,381 
(5,773) 

Net cash provided by continuing operating activities 
Net cash provided by discontinued operations 

250,723 
3,782 

263,896 
3,271 

242,424 

Net cash provided by operating activities 254,505 ' 267,167 242,424 

• 
CASH FLOWS FROM CONTINUING INVESTING ACTIVITIES: 

Proceeds from sales of assets 
Proceeds from cash investments 
Purchase of assets 
Investment in Mont Belvieu Storage Partners, L.P. 
Investment in Centennial Pipeline LLC 
Purchase of additional interest in Centennial Pipeline LLC 
Cash paid for linefill on assets owned 
Capital expenditures 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Proceeds from revolving credit facility 

Issuance of Limited Partner Units, net 
Issuance of Senior Notes 

Repayments on revolving credit facility 
Repurchase and retirement of Class B Units 
Debt issuance costs 
General Partner's contributions 

Distributions paid 

^ 

510 
— 

(112,231) 
(4.233) 

— 
— 

(14,408) 
(220,553) 

1,226 
— 

(3,421) 

(21,358) 
(1,500) 

— 
(957) 

(156,749) 

8,531 

750 
(27,469) 

(2,533) 
(4,000) 

(20,000) 
(3,070) 

(126,707) 

Net cash used in continuing investing activities 

Net cash used in discontinued investing activities 
Net cash used in investing activities 

(350,915) 
— 

(350,915) 

(182,759) 

(7,398) 
(190,157) 

(174,498) 

(13.810) 
(188,308) 

657,757 

278,806 

324,200 

(604,857) (181,200) 

(498) -

(251,101) (233,057) 

See accompanying Notes to Consolidated Financial Statements. 

382,000 
287,506 
198,570 
(604,000) 
(113,814) 

(3,381) 
2 

(202,498) 

Net cash provided by (used in) financing activities 

Net decrease in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 
Non-cash investing activities: 
Net assets transferred to Mont Belvieu Storage Partners, L.P. 

Supplemental disclosure of cash f lows: 
Cash paid for interest (net of amounts capitalized) 

80,107 

(16,303) 
16,422 

$ 119 

$ 1,429 

S 82,315 

(90,057) 

(13,047) 
29,469 

$ 16,422 

S -

$ 77.510 

(55,615) 

(1,499) 
30,968 

$ 29,469 

$ 61,042 

$ 79,930 
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TEPPCO PARTNERS, L.P. 

Consolidated Statements of Partners' Capital 

(in thousands, except Unit amounts) 

Outstanding General 

Limited Partner's 

Partner Units Interest 

Accumulated 

Limited Other 

Partners' Comprehensive 

Interests (Loss) Income Total 

Partners' capital at December 3 1 , 2002 (as restated) 53,809,597 $ 12,104 $ 897,400 $(20,055) $ 889,449 

Issuance of Limited Partner Units, net 

Retirement of Class B units 

Net income on cash flow hedge 

Reclassification due to discontinued portion of cash fiow 

hedge 

2003 net income allocation 

2003 cash distributions 

Issuance of Limited Partner Units upon exercise of options 

9,101.650 

— 33,669 
— (54,725) 

87,307 2 

285,461 
(11,175) 

86,357 
(145,427) 

2,045 

16,154 

989 

285,461 
(11,175) 
16,164 

989 
120,026 

(200,152) 
2,047 

Partners' capital at December 3 1 , 2003 (as restated) 62,998,554 (8,950) 1,114,661 (2,902) 1,102,809 

Adjustments to issuance of Limited Partner Units, net 

Net income on cash flow hedge 

2004 net income allocation 

2004 cash distributions 
- 39,968 

— (66,899) 

(99) 

98,580 

(166,158) 

2,902 

(99) 

2,902 

138,548 

(233,057) 

Partners' capital at December 3 1 , 2004 (as restated) 62,998,554 (35,881) 1.046,984 1,011.103 

Issuance of Limited Partner Units, net 

Changes in fair values of crude oil hedges 

2005 net income allocation 

2005 cash distributions 

6,965,000 — 278,806 

— 47,579 

— (73,185) 

114,972 

(177,916) 

11 
278,806 

11 

162,551 

(251,101) 

Partners' capital at December 3 1 , 2005 69,963,554 $(61,487) $1.262,846 11 $1,201,370 

See accompanying Notes to Consolidated Financial Statements. 
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• 
TEPPCO PARTNERS, L.P. 

Consolidated Statements of Comprehensive Income 
(in thousands) 

Years Ended December 31, 

Net income 

Net income on cash flow hedges 

Comprehensive income 

2005 

$162,551 

11 

$162,562 

2004 

(as restated) 

$138,548 

$138,548 

2003 

(as restated) 

$121,780 

16,164 

$137,944 

See accompanying Notes to Consolidated Financial Statements. 
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TEPPCO PARTNERS, L.P. 

Notes To Consolidated Financial Statements 

Note 1. Partnership Organization 

TEPPCO Partners, L.P. (the "Partnership"), a Delaware limited partnership, is a master limited partnership formed in March 1990. We 

operate through TE Products Pipeline Company, Limited Partnership ("TE Products"), TCTM, L.P. CTCTM") and TEPPCO Midstream 

Companies, L.P. ("TEPPCO Midstream"). Collectively, TE Products, TCTM and TEPPCO Midstream are referred to as the "Operating 

Partnerships." Texas Eastern Products Pipeline Company, LLC (the "Company" or "General Partner"), a Delaware limited liability company, 

serves as our general partner and owns a 2% general partner interest in us. 

On July 26, 2001, the Company resti'uctured its general partner ownership of the Operating Partnerships to cause them to be 
indirectly wholly owned by us. TEPPCO GP, Inc. ("TEPPCO GP"), our subsidiary, succeeded the Company as general partner of the Operat
ing Partnerships. All remaining partner interests in the Operating Partnerships not already owned by us were transferred to us. In 
exchange for this contribution, the Company's interest as our general partner was increased to 2%. The increased percentage is the 
economic equivalent of the aggregate interest that the Company had prior to the restructuring through its combined interests in us and 
the Operating Partnerships. As a result, we hold a 99.999% limited partner interest in the Operating Partnerships and TEPPCO GP holds a 
0.001% general partner interest. This reorganization was undertaken to simplify required financiai reporting by the Operating Partnerships 
when the Operating Partnerships issue guarantees of our debt. 

Through February 23, 2005, the General Partner was an indirect wholly ovimed subsidiary of Duke Energy Field Services, LLC 
("DEFS"), a joint venture between Duke Energy Corporation ("Duke Energy") and ConocoPhillips. Duke Energy held an interest of approx
imately 70% in DEFS, and ConocoPhillips held the remaining interest of approximately 30%. On February 24, 2005, the General Partner 
was acquired by DFl GP Holdings L.P. (formerly Enterprise GP Holdings L.P.) ("DFl"), an affiliate of EPCO, Inc. ("EPCO"), a privately held 
company controlled by Dan L. Duncan, for approximately $1.1 billion. As a result of the transaction, DFl owns and controls the 2% general 
partner interest in us and has the right to receive the incentive disti'ibution rights associated with tiie general partner interest. In con
junction with an amended and restated administrative services agreement, EPCO performs all management, administrative and operating 
functions required for us, and we reimburse EPCO for all direct and indirect expenses that have been incurred in managing us. As a result 
of the sale of our General Partner, DEFS and Duke Energy continued to provide some administrative services for us for a period of up to 
one year after the sale, at which time, we assumed these services. In connection witii us assuming the operations of certain of the 
TEPPCO Midstream assets from DEFS, certain DEFS employees became employees of EPCO effective June 1, 2005. 

At formation in 1990, we completed an initial public offering of 26,500,000 units representing Limited Pariner Interests ("Limited 
Partner Units") at $10.00 per Limited Partner Unit. In connection with our formation, the Company received 2,500,000 Deferred Partic
ipation Interests ("DPls"). Effective April 1, 1994, the DPIs were converted to Limited Partner Units, but they have not been listed for trad
ing on the New York Stock Exchange. These Limited Partner Units were assigned to Duke Energy when ownership of the Company was 
transferred from Duke Energy to DEFS in 2000. On February 24, 2005, DFl entered into an LP Unit Purchase and Sale Agreement with 
Duke Energy and purchased these 2,500,000 Limited Partner Units for $104.0 million. As of December 31, 2005, none of these Limited 
Partner Units had been sold by DFl. 

At December 31, 2005, 2004 and 2003, we had outstanding 69,963,554, 52,998,554 and 62,998,554 Limited Partner Units, 
respectively. At December 31, 2002, we had outstanding 3,916,547 Class B Limited Partner Units ("Class B Units"), which were issued 
to Duke Energy Transport and Trading Company, LLC ("DETTCO") in connection with an acquisition of assets initially acquired in 1998. On 
April 2, 2003, we repurchased and retired all of the 3,916,547 previously outstanding Class B Units witii proceeds from the issuance of 
additional Limited Partner Units (see Note 11). Collectively, the Limited Partner Units and Class B Units are referred to as "Units". 

As used in this Report, "we," "us," "our," the "Partnership" and "TEPPCO" mean TEPPCO Partners, L.P. and, where the context 

requires, include our subsidiaries. 

We restated our consolidated financiai statements and related financial information for the years ended December 31 , 2004 and 

2003, for an accounting correction. In addition, the restatement adjustment impacted quarterly periods witfi the fiscal years ended 

December 31, 2005, 2004 and 2003. See Note 20 for a discussion of tiie restatement adjustment and the impact on previously issued 

financial statements. 

Note 2. Summary of Significant Accounting Policies 

We adhere to the following significant accounting policies in the preparation of our consolidated financial statements. 

Basis of Presentation and Principles of Consolidation. Throughout tiie consolidated financial statements and accompanying 
notes, all referenced amounts related to prior periods refiect the balances and amounts on a restated basis. The financial statements 
include our accounts on a consolidated basis. We have eliminated all significant intercompany items in consolidation. We have reclassified 
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TEPPCO PARTNERS, L.P. 

Notes To Consolidated Financial Statements—(Continued) 

certain amounts from prior periods to conform to the current presentation. Our results for the years ended December 31 , 2005 and 

2004 reflect the operations and activities of Jonah Gas Gathering Company's Pioneer plant as discontinued operations. 

Use of Estimates. The preparation of financial statements In conformity with generally accepted accounting principles in the United 

States requires our management to make estimates and assumptions that affect the reported amounts of assets and liabilities and dis

closure of contingent assets and liabilities at the date of the financiai statements and the reported amounts of revenues and expenses 

during the reporting periods. Although we believe these estimates are reasonable, actual results could differ from those estimates. 

Business Segments. We operate and report in three business segments: transportation and storage of refined products, liquefied 

petroleum gases ("LPGs") and petrochemicals ("Downstream Segment"); gathering, transportation, marketing and storage of crude oil 

and distribution of lubrication oils and specialty chemicals ("Upstream Segment"); and gathering of natural gas, fractionation of natural 

gas liquids ("NGLs") and transportation of NGLs ("Midstream Segment'). Our reportable segments offer different products and services 

and are managed separately because each requires different business strategies. 

Our interstate transportation operations, including rates charged to customers, are subject to regulations prescribed by tiie Federal 

Energy Regulatory Commission ("FERC"). We refer to refined products, LPGs, petrochemicals, crude oil, NGLs and natural gas in this 

Report, collectively, as "petroleum products" or "products." 

Revenue Recognition. Our Downstream Segment revenues are earned from transportation and storage of refined products and 

LPGs, intrastate transportation of petrochemicals, sale of product inventory and other ancillary services. Transportation revenues are 

recognized as products are delivered to customers. Storage revenues are recognized upon receipt of products into storage and upon 

performance of storage services. Terminaling revenues are recognized as products are out-loaded. Revenues fi'om tiie sale of product 

inventory are recognized when the products are sold. 

Our Upstream Segment revenues are earned from gathering, transportation, marketing and storage of crude oil, and distribution of 

lubrication oils and specialty chemicals principally in Oklahoma, Texas, New Mexico and the Rocky Mountain region. Revenues are also 

generated from trade documentation and pumpover services, primarily at Gushing, Oklahoma, and Midland, Texas. Revenues are accrued 

at the time title to the product sold transfers to the purchaser, which typically occurs upon receipt of the product by the purchaser, and 

purchases are accrued at tiie time title to the product purchased transfers to our crude oil marketing company, TEPPCO Crude Oil, L.P. 

("TOO"), which typically occurs upon our receipt of the product. Revenues related to trade documentation and pumpover fees are recog

nized as services are completed. 

Except for crude oil purchased from time to time as inventory, our policy is to purchase only crude oil for which we have a market to 

sell and to structure sales contracts so that crude oil price fluctuations do not materially affect the margin received. As we purchase 

crude oil, we establish a margin by selling crude oil for physical delivery to third party users or by entering into a future delivery obliga

tion. Through these transactions, we seek to maintain a position that is balanced between crude oil purchases and sales and future deliv

ery obligations. However, certain basis risks (the risk that price relationships between delivery points, classes of products or delivery 

periods will change) cannot be completely hedged. 

Our Midstream Segment revenues are earned from the gathering of natural gas, transportation of NGLs and fractionation of NGLs. 

Gathering revenues are recognized as natural gas Is received from the customer. Transportation revenues are recognized as NGLs are 

delivered to customers. Revenues are also earned from the sale of condensate liquid extracted from the natural gas stream to an 

Upstream Segment marketing affiliate. Fractionation revenues are recognized ratably over the contract year as products are delivered. 

We generally do not take title to the natural gas gathered, NGLs transported or NGLs fractionated, with the exception of inventory 

imbalances discussed in "Natural Gas Imbalances." Therefore, the results of our Midstream Segment are not directly affected by changes 

in the prices of natural gas or NGLs. 

Cash and Cash Equivalents. Cash equivalents are defined as all highly marketable securities with maturities of three months or 

less when purchased. The carrying value of cash and cash equivalents approximate fair value because of the short term nature of these 

investments. 

^ 
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TEPPCO PARTNERS, L.P. 

Notes To Consolidated Financial Statements—(Continued) 

Allowance for Doubtful Accounts. We establish provisions for losses on accounts receivable if we determine that we will not col

lect all or part of the outstanding balance. Collectibility is reviewed regularly and an allowance is established or adjusted, as, necessary, 

using the specific identification method. The following table presents the activity of our allowance for doubtful accounts for the years 

ended December 31 , 2005, 2004 and 2003 (in thousands): 

Years Ended December 3!L, 

2005 2004 2003 

Balance at beginning of period 

Charges to expense 

Deductions and other 

Balance at end of period 

$112 
829 
(691) 

$4,700 
536 

(5.124) 

$4,608 
793 
(701) 

$250 $ 112 $4,700 

Inventories. Inventories consist primarily of petroleum products and crude oil, which are valued at tiie lower of cost (weighted aver

age cost method) or market. Our Downstream Segment acquires and disposes of various products under exchange agreements. Receiv

ables and payables arising from these transactions are usually satisfied witii products ratiier than cash. The net balances of exchange 

receivables and payables are valued at weighted average cost and included in inventories. Inventories of materials and supplies, used for 

ongoing replacements and expansions, are carried at the lower of fair value or cost. 

Property, Plant and Equipment. We record property, plant and equipment at its acquisition cost. Additions to properiy, plant and 

equipment, including major replacements or betterments, are recorded at cost. We charge replacements and renewals of minor items of 

property that do not materially increase values or extend useful lives to maintenance expense. Depreciation expense is computed on tiie 

straight-line mettiod using rates based upon expected useful lives of various classes of assets (ranging from 2% to 20% per annum). 

We evaluate impairment of long-lived assets in accordance with Statement of Financial Accounting Standards ("SFAS") No. 144, 

Accounting for the Impairment or Disposal of Long-Lived Assets. Long-lived assets are reviewed for impairment whenever events or 

changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of the carrying amount of 

assets to be held and used is measured by a comparison of the carrying amount of tiie asset to estimated future net cash flows expected 

to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is measured by tiie amount 

by which the carrying amount of the assets exceeds the estimated fair value of the assets. Assets to be disposed of are reported at tiie 

lower of the carrying amount or estimated fair value less costs to sell. 

Asset Retirement Obligations. In June 2001, the Financial Accounting Standards Board ("FASB") issued SFAS No. 143, Account

ing for Asset Retirement Obligations. SFAS 143 requires us to record the fair value of an asset retirement obligation as a liability in the 

period in which we incur a legal obligation for tiie retirement of tangible long-lived assets. A corresponding asset is also recorded and 

depreciated over the life of the asset. After the initial measurement of the asset retirement obligation, the liability will be adjusted at the 

end of each reporting period to reflect changes in ttie estimated future cash flows underlying the obligation. Determination of any 

amounts recognized upon adoption is based upon numerous estimates and assumptions, including future retirement costs, future inflation 

rates and the credit-adjusted risk-free interest rates. 

The Downstream Segment assets consist primarily of an interstate trunk pipeline system and a series of storage facilities that origi

nate along tiie upper Texas Gulf Coast and extend tiirough the Midwest and northeastern United States. We transport refined products, 

LPGs and petrochemicals through the pipeline system. These products are primarily received in the south end of the system and stored 

and/or ti-ansported to various points along the system per customer nominations. The Upsti-eam Segment's operations Include purchas

ing crude oil from producers at the wellhead and providing delivery, storage and other services to its customers. The properties In the 

Upstream Segment consist of interstate trunk pipelines, pump stations, trucking facilities, storage tanks and various gathering systems 

primarily in Texas and Oklahoma. The Midstream Segment gathers natural gas from wells owned by producers and delivers natural gas 

and NGLs on its pipeline systems, primarily in Texas, Wyoming, New Mexico and Colorado. The Midstream Segment also owns and oper

ates two NGL fractionator facilities in Colorado. 

We have completed our assessment of SFAS 143, and we have determined that we are obligated by contractual or regulatory 

requirements to remove certain facilities or perform other remediation upon retirement of our assets. However, we are not able to 

reasonably determine the fair value of the asset retirement obligations for our trunk, interstate and gathering pipelines and our surface 

facilities, since future dismantiement and removal dates are indeterminate. 

In order to determine a removal date for our gathering lines and related surface assets, reserve information regarding the pro

duction life of the specific field is required. As a transporter and gatherer of crude oil and natural gas, we are not a producer of the field 

reserves, and we therefore do not have access to adequate forecasts that predict the timing of expected production for existing reserves 
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TEPPCO PARTNERS, L.P. 

Notes To Consolidated Financial Statements—(Continued) 

on those fields in which we gather crude oil and natural gas. In the absence of such information, we are not able to make a reasonable 

estimate of when future dismantlement and removal dates of our gathering assets will occur. Wrth regard to our trunk and interstate pipe

lines and their related surface assets, it is impossible to predict when demand for transportation of the related products will cease. Our 

right-of-way agreements allow us to maintain the right-of-way rather than remove the pipe. In addition, we can evaluate our trunk pipelines 

for alternative uses, which can be and have been found. 

We will record such asset retirement obligations in the period in which more information becomes available for us to reasonably 

estimate the settlement dates of the retirement obligations. The adoption of SFAS 143 did not have an effect on our financial position, 

results of operations or cash flows. 

Capitalization of Interest. We capitalize interest on borrowed funds related to capital projects only for periods that activities are in 

progress to bring these projects to their intended use. The weighted average rate used to capitalize interest on borrowed funds was 

5.73%, 5.74% and 6.50% for the years ended December 31 , 2005, 2004 and 2003, respectively. During the years ended December 31 , 

2005, 2004 and 2003, the amount of interest capitalized was $6.8 million, $4.2 million and $5.3 million, respectively. 

Intangible Assets. Intangible assets on the consolidated balance sheets consist primarily of gatiiering contracts assumed in the 

acquisition of Jonah Gas Gathering System ("Jonah") on September 30, 2001, and the acquisftion of Val Verde Gathering System ("Val 

Verde") on June 30, 2002, a fractionation agreement and other intangible assets (see Note 3). Included in equrty investments on the 

consolidated balance sheets are excess investments in Centennial Pipeline LLC ("Centennial") and Seaway Crude Pipeline Company 

("Seaway"). 

In connection with the acquisitions of Jonah and Val Verde, we assumed contracts that dedicate future production from natural gas 

wells in the Green River Basin in Wyoming, and we assumed fixed-term contracts with customers that gather coal bed methane ("CBM") 

from the San Juan Basin in New Mexico and Colorado, respectively. The value assigned to these intangible assets relates to contracts 

with customers that are for either a fixed term or which dedicate total future lease production to the gathering system. These intangible 

assets are amortized on a unit-of-production basis, based upon the actual throughput of the system over the expected total throughput 

for the lives of the contracts. Revisions to the unit-of-production estimates may occur as additional production information is made avail

able to us (see Note 3). 

In connection with the purchase of the fractionation facilities in 1998, we entered into a ft-actionation agreement with DEFS. The frac

tionation agreement is being amortized on a straight-line basis over a period of 20 years, which is the term of the agreement witti DEFS. 

In connection with the acquisftion of crude supply and transportation assets in November 2003, we acquired intangible customer 

contracts for $8.7 million, which are amortized on a unit-of-production basis (see Note 5). 

In connection with the formation of Centennial, we recorded excess investment, the majority of which is amortized on a 

unit-of-production basis over a period of 10 years. In connection with ttie acquisition of our interest in Seaway, we recorded excess 

investment, which is amortized on a straight-line basis over a period of 39 years (see Note 3). 

Goodwill. Goodwill represents the excess of purchase price over fair value of net assets acquired and is presented on the con

solidated balance sheets net of accumulated amortization. We account for goodwill under SFAS No. 142, Goodwill and Other Intangible 

Assets, which was issued by the FASB in July 2001 (see Note 3). SFAS 142 prohibits amortization of goodwill and intangible assets with 

indefinite useful lives, but instead requires testing for impairment at least annually. SFAS 142 requires that intangible assets with definite 

useful lives be amortized over their respective estimated useful lives. Beginning January 1, 2002, effective with the adoption of 

SFAS 142, we no longer record amortization expense related to goodwill. 

Environmental Expenditures. We accrue for environmental costs that relate to existing conditions caused by past operations. 

Environmental costs include initial site surveys and environmental studies of potentially contaminated sites, costs for remediation and 

restoration of sites determined to be contaminated and ongoing monitoring costs, as well as damages and other costs, when estimable. 

We monitor the balance of accrued undiscounted environmental liabilities on a regular basis. We record liabilities for environmental costs 

at a specific site when our liability for such costs is probable and a reasonable estimate of the associated costs can be made. Adjust

ments to initial estimates are recorded, from time to time, to reflect changing circumstances and estimates based upon addftional 

information developed in subsequent periods. Estimates of our ultimate liabilities associated wrth environmental costs are particularly 

difficult to make with certainty due to the number of variables involved, including the early stage of investigation at certain sites, the 

lengthy time frames required to complete remediation alternatives available and the evolving nature of environmental laws and regu

lations. 
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The following table presents the activity of our environmental reserve for the years ended December 31 , 2005, 2004 and 2003 (in 

thousands): 

Years Ended December 31, 

2005 2004 2003 

Balance at beginning of period 

Charges to expense 

Deductions and other 

Balance at end of period 

$5,037 $7,639 $7,693 

2,530 5,178 6,824 

(5.120) (7,780) (6.878) 

$2,447 $5,037 $7,639 

Natural Gas Imbalances. Gas imbalances occur when gas producers (customers) deliver more or less actijal natural gas gathering 

volumes to our gathering systems than they originally nominated. Actual deliveries are different from nominated volumes due to fiuctua

tions in gas production at the wellhead. \f the customers supply more natural gas gathering volumes than they nominated, Val Verde and 

Jonah record a payable for the amount due to customers and also record a receivable for the same amount due from connecting pipeline 

transporters or shippers. To the extent that these amounts are not cashed out monttily on Val Verde, if the customers supply less natural 

gas gathering volumes than they nominated, Val Verde and Jonah record a receivable reflecting the amount due from customers and a 

payable for ttie same amount due to connecting pipeline transporters or shippers. We record natural gas imbalances using a 

mark-to-market approach. 

Income Taxes. We are a limited partnership. As such, we are not a taxable entity for federal and state income tax purposes and do 

not directly pay federal and state income tax. Our taxable income or loss, which may vary substantially from the net income or net loss 

we report in our consolidated statements of income, is includable in the federal and state income tax returns of each unitholder. Accord

ingly, no recognition has been given to federal and state income taxes for our operations. The aggregate difference in the basis of our net 

assets for financial and tax reporting purposes cannot be readily determined as we do not have access to information about each 

unitholders' tax ati:ributes in the Partnership. 

Use of Derivatives. We account for derivative financial instruments in accordance with SFAS No. 133, Accounting for Derivative 

Instruments and Hedging Activities, and SFAS No. 138, Accounting for Certain Derivative Instruments and Certain Hedging Activities, an 

amendment of FASB Statement No. 233. These statements establish accounting and reporting standards requiring that derivative instru

ments (including certain derivative instruments embedded in other contracts) be recorded on the balance sheet at fair value as either 

assets or liabilities. The accounting for changes in the fair value of a derivative instrument depends on the intended use of the derivative 

and the resulting designation, which is established at the inception of a derivative. 

Our derivative instruments consist primarily of interest rate swaps and contracts for the purchase and sale of petroleum products in 

connection with our crude oil marketing activities. Substantially all derivative instruments related to our crude oil marketing activities meet 

the normal purchases and sales criteria of SFAS 133, as amended, and as such, changes in the fair value of peti'oleum product purchase 

and sales agreements are reported on the accrual basis of accounting. SFAS 133 describes normal purchases and sales as contracts 

that provide for the purchase or sale of something other than a financial instrument or derivative instrument that will be delivered in quanti

ties expected to be used or sold by the reporting entity over a reasonable period in the normal course of business. 

For all hedging relationships, we formally document at inception the hedging relationship and its risk-management objective and strat

egy for undertaking the hedge, the hedging instrument, the item, tfie nature of tfie risk being hedged, how the hedging instrument's effec

tiveness in offsetting the hedged risk will be assessed and a description of the method of measuring ineffectiveness. This process 

includes linking all derivatives that are designated as fair value or cash flow to specific assets and liabilities on the balance sheet or to 

specific firm commrtments or forecasted transactions. We also formally assess, both at the hedge's inception and on an ongoing basis, 

whether the derivatives that are used in hedging transactions are highly effective In offsetting changes in fair values or cash fiows of 

hedged items. If rt is determined that a derivative is not highly effective as a hedge or that rt has ceased to be a highly effective hedge, 

we discontinue hedge accounting prospectively. 

For derivative instruments designated as fair value hedges, gains and losses on ttie derivative instrument are offset against related 

results on the hedged item in the statement of income. Changes in the fair value of a derivative that is highly effective and that is des

ignated and qualifies as a fair value hedge, along with tiie loss or gain on the hedged asset or liability or unrecognized firm commrtment 

of the hedged ftem tiiat is attributable to the hedged risk, are recorded in earnings. Changes in the fair value of a derivative that is highly 

effective and that is designated and qualifies as a cash fiow hedge are recorded in other comprehensive income to the extent that the 

derivative is effective as a hedge, until earnings are affected by the variability in cash fiows of the designated hedged item. Hedge effec

tiveness is measured at least quarterly based on the relative cumulative changes in fair value betiAfeen the derivative contract and the 
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hedged item over time. The ineffective portion of the change in fair value of a derivative instrument that qualifies as either a fair value 

hedge or a cash fiow hedge is reported immediately in earnings. 

According to SFAS 133, as amended, we are required to discontinue hedge accounting prospectively when ft is determined that the 

derivative is no longer effective in offsetting changes in the fair value or cash flows of the hedged item, the derivative expires or is sold, 

terminated, or exercised, the derivative is de-designated as a hedging instrument, because it is unlikely that a forecasted transaction will 

occur, a hedged firm commitment no longer meets the definition of a firm commitment, or management determines that designation of 

the derivative as a hedging instrument is no longer appropriate. 

When hedge accounting is discontinued because rt is determined that the derivative no longer qualifies as an effective fair value 

hedge, we continue to carry the derivative on the balance sheet at rts fair value and no longer adjust the hedged asset or liability for 

changes in fair value. The adjustment of ttie carrying amount of the hedged asset or liability is accounted for in the same manner as other 

components of the carrying amount of that asset or liability. When hedge accounting is discontinued because the hedged rtem no longer 

meets the definrtion of a firm commitment, we continue to carry the derivative on tiie balance sheet at rts fair value, remove any asset or 

liability that was recorded pursuant to recognition of the firm commrtment from the balance sheet, and recognize any gain or loss in earn

ings. When hedge accounting is discontinued because it is probable that a forecasted transaction will not occur, we continue to carry tiie 

derivative on the balance sheet at its fair value with subsequent changes in fair value included in earnings, and gains and losses that were 

accumulated in other comprehensive income are recognized immediately in earnings. In all other situations in which hedge accounting is 

discontinued, we continue to carry the derivative at its fair value on the balance sheet and recognize any subsequent changes in its fair 

value in earnings. 

Fair Value of Financial Instruments. The carrying amount of cash and cash equivalents, accounts receivable, inventories, other 

current assets, accounts payable and accrued liabilities, other current liabilities and derivatives approximates their fair value due to their 

short-term nature. The fair values of these financial instruments are represented in our consolidated balance sheets. 

Net Income Per Unit. Basic net income per Unrt is computed by dividing net income, after deduction of the General Partner's inter

est, by the weighted average number of Unrts outstanding (a total of 67.4 million Unrts, 63.0 million Units and 59.8 million Unrts for the 

years ended December 31 , 2005, 2004 and 2003, respectively). The General Partner's percentage interest in our net income is based 

on its percentage of cash distributions from Available Cash for each year (see Note 11). The General Partner was allocated $47.6 million 

(representing 29.27%) of net income for the year ended December 31 , 2005, $40.0 million (representing 28.85%) of net income for the 

year ended December 31 , 2004, and $33.7 million (representing 27.65%) of net income for the year ended December 31 , 2003. The 

General Partner's percentage interest in our net income increases as cash disti'ibutions paid per Unrt increase, in accordance wfth our 

limited partnership agreement. 

Diluted net income per Unft is similar to the computation of basic net income per Unit discussed above, except that the denominator 

is increased to include the dilutive effect of outstanding Unit options by application of tiie treasury stock method. For the year ended 

December 31, 2003, the denominator was increased by 11,878 Unfts. For the years ended December 31 , 2005 and 2004, diluted net 

income per Unit equaled basic net income per Unrt as all remaining outstanding Unrt options were exercised during the tiiird quarter of 

2003 (see Note 13). 

Unit Option Plan. We have not granted options for any periods presented. For options outstanding under the 1994 Long Term 

Incentive Plan (see Note 13), we followed the intrinsic value method of accounting for recognizing stock-based compensation expense. 

Under this method, we record no compensation expense for Unrt options granted when the exercise price of the options granted is equal 

to, or greater than, the market price of our Units on the date of ttie grant. During tiie year ended December 31 , 2003, all remaining out

standing Unft options were exercised. 

In December 2002, SFAS No. 148, Accounting for Stock-Based Compensation - Transition and Disclosure was issued. SFAS 148 

amends SFAS No. 123, Accounting for StockSased Compensation, and provides alternative metiiods of transition for a voluntary change 

to the fair value based method of accounting for stock-based employee compensation. In addition, SFAS 148 amends the disclosure 

requirements of SFAS 123 to require prominent disclosure in both annual and interim financial statements about the method of accounting 

for stock-based employee compensation and the effect of the method used on reported results. Certain of the disclosure modifications 

are required for fiscal years ending after December 15, 2002, and are included in Note 13. 

Assuming we had used the fair value method of accounting for our Unrt option plan, pro forma net income would equal reported net 

income for the years ended December 31 , 2005, 2004 and 2003. Pro forma net income per Unrt would equal reported net income per 

Unrt for the periods presented. The adoption of SFAS 148 did not have an effect on our financial position, results of operations or cash 

fiows. 
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New Accounting Pronouncements. In December 2004, the FASB issued SFAS No. 123(R), Share-Based Payment SFAS 123(R) 

requires compensation costs related to share-based payment transactions to be recognized in the financial statements. With limited 

exceptions, the amount of the compensation cost is to be measured based on the grant-date fair value of the equity or liabilfty instru

ments issued. In addition, liability awards are to be re-measured each reporting period. Compensation cost will be recognized over the 

period that an employee provides service in exchange for the award. SFAS 123(R) is a revision of SFAS No. 123, Accounting for Stock-

Based Compensation, as amended by SFAS No. 148, Accounting for StockSased Compensation - Transihon and Disclosure and super

sedes Accounting Principles Board ("APB") Opinion No. 25, Accounting for Stock Issued to Employees. SFAS 123(R) is effective for public 

companies as of the first interim or annual reporting period of the first fiscal year beginning after June 15, 2005. The Securfties and 

Exchange Commission amended the implementation date of SFAS 123(R) to begin with the first interim or annual reporting period of the 

company's first fiscal year beginning on or after June 15,1005. As such, we will adopt SFAS 123(R) in the first quarter of 2006. Compa

nies are permitted to adopt SFAS 123(R) prior to the extended date. All public companies ttiat adopted the fair-value-based mettiod of 

accounting must use the modified prospective ti-ansftion method and may elect to use ttie modified retrospective ti'ansftion method. We 

do not believe that the adoption of SFAS 123(R) will have a material effect on our financial position, resufts of operations or cash flows. 

In November 2004, the Emerging Issues Task Force ("EITF") reached consensus in EITF 03-13, Applying the Conditions in Paragraph 

42 of FASB Statement No. 144, Accounting for Impairment or Disposal of Long-Lived Assets, in Determining Whether to Report Dis

continued Operations, to clarify whether a component of an enterprise that is erther disposed of or classified as held for sale qualifies for 

income statement presentation as discontinued operations. The FASB ratified the consensus on November 30, 2004. The consensus is 

to be applied prospectively with regard to a component of an enterprise that is erther disposed of or classified as held for sale in report

ing periods beginning after December 15, 2004. The consensus may be applied retrospectively for previously reported operating results 

related to disposal transactions initiated within an enterprise's reporting period that included the date that this consensus was ratified. The 

adoption of EITF 03-13 did not have an effect on our financial posrtion, results of operations or cash flows. 

In March 2005, the FASB issued FASB Interpretation No. 47, Accounting for Conditionat Asset Retirement Obligations, an inter

pretation of FASB Statement No. 143 ("FIN 47"). FIN 47 clarifies that the term, conditional asset retirement obligation as used in SFAS 

No. 143, Accounting for Asset Retirement Obligations, refers to a legal obligation to perform an asset retirement activrty in which the 

timing and/or metiiod of settlement are conditional upon a future event that may or may not be within the conti'ol of the entity. Even 

though uncertainty about the timing and/or method of settlement exists and may be conditional upon a fijture event, the obligation to 

perform the asset retirement activity is unconditional. Accordingly, an entity is required to recognize a liability for the fair value of a condi

tional asset retirement obligation if the fair value of the liability can be reasonably estimated. Uncertainty about the timing and/or method 

of settlement of a conditional asset retirement obligation should be factored into the measurement of the liability when sufficient 

information exists. The fair value of a liability for the condftional asset retirement obligation should be recognized when incurred generally 

upon acquisition, construction, or development or through the normal operation of tiie asset. SFAS 143 acknowledges that in some cas

es, sufficient information may not be available to reasonably estimate tiie fair value of an asset retirement obligation. FIN 47 also clarifies 

when an entity would have sufficient information to reasonably estimate the fair value of an asset retirement obligation. FIN 47 is effective 

no later than the end of reporting periods ending after December 15, 2005, and eariy adoption of FIN 47 is encouraged. We adopted 

FIN 47 in the fourtti quarter of 2005. The adoption of FIN 47 did not have a material effect on our financial posrtion, results of operations 

or cash flows. 

In June 2005, the EITF reached consensus in EITF 04-5, Determining Whether a Genera/ Partner, or the General Partners as a Group, 

Controls a Limited Partnership or Similar Entity When the Limited Partners Have Certain Rights, to provide guidance on how general part

ners in a limited partnership should determine whether they control a limited partnership and therefore should consolidate it. The EFTF 

agreed that the presumption of general partner conti'ol would be overcome only when the limited partners have either of two types of 

rights. The first type, referred to as kick-out rights, is the right to dissolve or liquidate the partnership or otherwise remove the general 

partner without cause. The second type, referred to as participating rights, is the right to effectively participate in significant decisions 

made in the ordinary course of the partnership's business. The kick-out rights and the participating rights must be substantive in order to 

overcome the presumption of general partner control. The consensus is effective for general partners of all new limited partnerships 

formed and for existing limited partnerships for which the partnership agreements are modified subsequent to the date of FASB rat-

ftication (June 29, 2005). For existing limited partnerships that have not been modified, the guidance in EITF 04-5 is effective no later than 

tiie beginning of the first reporting period in fiscal years beginning after December 15, 2005. We do not believe that tiie adoption of EITf 

04-5 will have a material effect on our financial posftion, results of operations or cash flows. 

In December 2004, tiie FASB issued SFAS No. 153, Exchanges of Nonmonetary Assets, an amendment of APB Opinion 29. 

SFAS 153 amends APB Opinion No. 29, Accounting for Nonmonetary Exchanges, to eliminate the exception for nonmonetary exchanges 

of similar productive assets and replaces ft with a general exception for exchanges of nonmonetary assets that do not have commercial 
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substance. A nonmonetary exchange has commercial substance if tiie future cash fiows of the entity are expected to change significantly 

as a result of the exchange. SFAS 153 is effective for nonmonetary asset exchanges occurring in fiscal periods beginning after June 15, 

2005. We adopted SFAS 153 during the second quarter of 2005. The adoption of SFAS 153 did not have a material effect on our finan

cial posrtion, results of operations or cash flows. 

In May 2005, the FASB issued SFAS No. 154, Accounting Changes and Error Corrections. SFAS 154 establishes new standards on 

accounting for changes in accounting principles. All such changes must be accounted for by refi-ospectlve application to tiie financial 

statements of prior periods unless it is impracticable to do so. SFAS 154 completely replaces APB Opinion No. 20, Accounting Changes, 

and SFAS No. 3, Reporting Accounting Changes in Interim Periods. However, rt carries forward the guidance in those pronouncements 

wrth respect to accounting for changes in estimates, changes in the reporting entity, and the correction of errors. SFAS 154 is effective 

for accounting changes and error corrections made in fiscal years beginning after December 15, 2005, wfth early adoption permitted for 

changes and corrections made in years beginning after June 1, 2005. The application of SFAS 154 does not affect the transftion provi

sions of any existing pronouncements, including those that are in the transftion phase as of the effective date of SFAS 154. We do not 

believe that the adoption of SFAS 154 will have a material effect on our financial position, results of operations or cash fiows. 

In September 2005, the EITF reached consensus in EITF 04-13, Accounting for Purchases and Sales of Inventory with the Same 

Counterparty, to define when a purchase and a sale of inventory with the same pariy that operates in the same line of business should be 

considered a single nonmonetary transaction subject to APB Opinion No. 29, Accounting for Nonmonetary Transactions. Two ormore 

inventory transactions wrth the same party should be combined rt they are entered into in contemplation of one another. The EFTF also 

requires entities to account for exchanges of inventory in the same line of business at fair value or recorded amounts based on inventory 

classification. The guidance in EITF 04-13 is effective for new inventory arrangements entered into in reporting periods beginning after 

March 15, 2006. We are currentiy evaluating what impact EITF 04-13 will have on our financial statements, but at this time we do not 

believe that the adoption of EITF 04-13 will have a material effect on our financiai position, results of operations or cash flows. 

• 
Note 3. Goodwill and Other Intangible Assets 

Goodwill. Goodwill represents the excess of purchase price over fair value of net assets acquired and is presented on the con

solidated balance sheets net of accumulated amortization. We account for goodwill under SFAS No. 142, Goodwill and Other Intangible 

Assets, which was issued by the FASB in July 2001. SFAS 142 prohibfts amortization of goodwill and intangible assets witii indefinite 

useful lives, but instead requires testing for impairment at least annually. We test goodwill and Intangible assets for impairment annually at 

December 31 . 

To perform an impairment test of goodwill, we have identified our reporting units and have determined the carrying value of each 

reporting unit by assigning the assets and liabilities, including the existing goodwill and Intangible assets, to those reporting units. We tiien 

determine the fair value of each reporting unrt and compare rt to the carrying value of tiie reporting unit. We will continue to compare the 

fair value of each reporting unft to its carrying value on an annual basts to determine if an impairment loss has occurred. There have been 

no goodwill impairment losses recorded since the adoptton of SFAS 142. 

The following table presents the carrying amount of goodwill at December 31 , 2005 and 2004, by business segment (in thousands): 

Goodwill 

Downstream 
Segment 

$ -

Midstream 
Segment 

Upstream 
Segment 

Segments 
total 

$2,777 $14,167 $16,944 

k 
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Other Intangible Assets. The following table reflects the components of intangible assets, including excess investments, being 

amortized at December 31, 2005 and 2004 (in thousands): 

December 31, 2005 

Gross 
Carrying Accumulated 
Amount Amortization 

$464,337 

38,000 

10,226 

$512,563 

$ 33.400 

27,100 

$ 60.500 

$573,063 

$(118,921) 

(14,725) 

(2,009) 

3(135,655) 

$ (12,947) 

(3,764) 

$ (16,711) 

$(152,366) 

December 31,2004 

Gross 
Carrying Accumulated 
Amount Amortization 

$464,337 

38,000 

12,262 

$514,599 

$ 33,400 

27,100 

$ 60,500 

$575,099 

$ (91,262) 

(12,825) 

(3,154) 

$(107,241) 

$ (8,875) 

(3,072) 

$ (11,947) 

$(119,188) 

Intangible assets; 

Gathering and transportation agreements 

Fractionation agreement 

Other 

Subtotal 

Excess investments: 

Centennial Pipeline LLC 

Seaway Crude Pipeline Company 

Subtotal 

Total intangible assets 

SFAS 142 requires that intangible assets with flnite useful lives be amortized over their respective estimated useful lives. If an 

intangible asset has a finite useful life, but the precise length of that life is not known, that intangible asset shall be amortized over ttie 

best estimate of rts useful life. At a minimum, we will assess the useful lives and residual values of all intangible assets on an annual basis 

to determine if adjustments are required. Amortization expense on intangible assets was $30.5 million, $32.2 million and $36.2 million 

for the years ended December 31 , 2005, 2004 and 2003, respectively. Amortization expense on excess investments included in equrty 

earnings was $4.8 million, $3.8 million and $4.0 million for the years ended December 31, 2005, 2004 and 2003, respectively. 

The values assigned to our intangible assets for natural gas gathering contracts on the Jonah and the Val Verde systems are amor

tized on a unit-of-production basis, based upon the actijal throughput of the systems compared to the expected total throughput for the 

lives of the contracts. On a quarterly basis, we may obtain limited production forecasts and updated throughput estimates from some of 

the producers on the systems, and as a result, we evaluate the remaining expected useful lives of tiie contract assets based on the best 

available information. During the fourth quarter of 2004 and the first and second quarters of 2005, certain limited production forecasts 

were obtained from some of the producers on the Jonah system related to ftjture expansions of the system, and as a result, we 

increased our best estimate of future throughput on the system, which resulted in extensions in the remaining lives of tiie intangible 

assets. During tiie fourth quarter of 2004 and the third quarter of 2005, certain limrted coal bed mettiane production forecasts were 

obtained from some of Uie producers on the Val Verde system whose contracts are included in ttie intangible assets. These forecasts 

indicated lower coal bed methane production estimates over the contract periods, and as a result, we decreased our best estimate of 

fijture throughput on the Val Verde system, which resulted in increases to amortization expense on the intangible assets. Further revisions 

to tiiese estimates may occur as addrtional production information is made available to us. 

The values assigned to our fractionation agreement and other intangible assets are generally amortized on a straight-line basis. Our 

fractionation agreement is being amortized over fts contract period of 20 years. The amortization periods for our other intangible assets, 

which include non-compete and other agreements, range from 3 years to 15 years. The value of $8.7 million assigned to our crude sup

ply and fransportation intangible customer conti'acts is being amortized on a unrt-of-production basis (see Note 5). 

The value assigned to our excess investment in Centennial was created upon its formation. Approximately $30.0 miillon is related to 

a contract and is being amortized on a unit-of-production basis based upon the volumes transported under the conti'act compared to the 

guaranteed total throughput of the contract over a 10-year life. The remaining $3.4 million is related to a pipeline and is being amortized 

on a straight-line basis over the Ifte of the pipeline, which is 35 years. The value assigned to our excess investment in Seaway was cre

ated upon acquisition of our 50% ownership interest in 2000. We are amortizing the $27.1 million excess investment in Seaway on a 

straight-line basis over a 39-year life related primarily to tiie life of the pipeline. 
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The following table sets forth tiie estimated amortization expense of intangible assets and the estimated amortization expense allo

cated to equity earnings for the years ending December 31 (in thousands): 

Intangible Assets Excess Inv^ftnents 

2006 $32,561 $4,691 
2007 33,395 5,113 
2008 32,967 5,438 
2009 30,719 6,878 
2010 27,338 7,042 

• 

Note 4. Interest Rate Swaps 

In July 2000, we entered into an interest rate swap agreement to hedge our exposure to increases in the benchmark interest rate 

underlying our variable rate revolving credit facility. This interest rate swap matured in April 2004. We designated this swap agreement, 

which hedged exposure to variability in expected future cash flows attributed to changes in interest rates, as a cash flow hedge. The 

swap agreement was based on a notional amount of $250.0 million. Under the swap agreement, we paid a fixed rate of interest of 

6.955% and received a floating rate based on a three-month U.S. Dollar LIBOR rate. Because this swap was designated as a cash flow 

hedge, the changes in fair value, to the extent the swap was effective, were recognized in other comprehensive income until the hedged 

interest costs were recognized in earnings. During the years ended December 31 , 2004 and 20(53, we recognized an increase in interest 

expense of $2.9 million and $14.4 million, respectively, related to the difference between the fixed rate and the floating rate of Interest on 

the interest rate swap. 

In October 2001, TE Products entered into an interest rate swap agreement to hedge its exposure to changes in the fair value of its 

fixed rate 7.51% Senior Notes due 2028. We designated this swap agreement as a fair value hedge. The swap agreement has a notional 

amount of $210.0 million and matures in January 2028 to match the principal and maturity of tiie TE Products Senior Notes. Under tiie 

swap agreement, TE Products pays a fioating rate of interest based on a three-month U.S. Dollar LIBOR rate, plus a spread, and receives 

a fixed rate of interest of 7.51%. During the years ended December 31 , 2005, 2004 and 2003, we recognized reductions in interest 

expense of $5.6 million, $9.5 million and $10.0 million, respectively, related to tiie difference between the fixed rate and the fioating rate 

of interest on the interest rate swap. During the years ended December 31 , 2005, 2004 and 2003, we measured tiie hedge effective

ness of this interest rate swap and noted that no gain or loss from ineffectiveness was required to be recognized. The fair value of this 

interest rate swap was a loss of approximately $0.9 million at December 31 , 2005, and a gain of approximately $3.4 million at 

December 31 , 2004. 

During 2002, we entered into interest rate swap agreements, designated as fair value hedges, to hedge our exposure to changes in 

the fair value of our fixed rate 7.625% Senior Notes due 2012. The swap agreements had a combined notional amount of $500.0 million 

and matured in 2012 to match the principal and maturity of the Senior Notes. Under tiie swap agreements, we paid a fioating rate of 

interest based on a U,S. Dollar LIBOR rate, plus a spread, and received a fixed rate of interest of 7.625%. These swap agreements were 

later terminated in 2002 resufting in gains of $44.9 million. The gains realized from the swap terminations have been deferred as adjust

ments to the carrying value of the Senior Notes and are being amortized using the effective interest method as reductions to future inter

est expense over the remaining term of the Senior Notes. At December 31 , 2005, tiie unamortized balance ofthe deferred gains was 

$32.4 million. In the event of early extinguishment of the Senior Notes, any remaining unamortized gains would be recognized in tiie 

consolidated statement of income at the time of extinguishment. 

During May 2005, we executed a treasury rate lock agreement with a notional amount of $200.0 million to hedge our exposure to 

increases in the treasury rate that was to be used to establish the fixed interest rate for a debt offering tiiat was proposed to occur in the 

second quarter of 2005. During June 2005, tiie proposed debt offering was cancelled, and the treasury lock was terminated with a real

ized loss of $2.0 million. The realized loss was recorded as a component of interest expense in the consolidated statements of income in 

June 2005. 

k 
Note 5. Acquisitions, Dispositions and Discontinued Operations 

Rancho Pipeline 

In connection with our acquisition of crude oil assets in 2000, we acquired an approximate 23.5% undivided joint interest in the 

Rancho Pipeline, which was a crude oil pipeline system from West Texas to Houston, Texas. In March 2003, the Rancho Pipeline ceased 

operations, and segments of the pipeline were sold to certain of the owners that previously held undivided interests in the pipeline. We 

acquired 241 miles of the pipeline in exchange for cash of $5.5 million and our interests in oUier portions of the Rancho Pipeline. We sold 

183 miles of the segment we acquired to other entities for cash and assets valued at approximately $8.5 million. We recorded a net gain 
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of $3.9 million on the transactions in the second quarter of 2003. During the third quarter of 2004, we sold our remaining interest in the 

original Rancho Pipeline system for a net gain of $0.4 million. These gains are included in the gains on sales of assets in our consolidated 

statements of income in the 2004 period. 

Genesis Pipeline 

On November 1, 2003, we purchased crude supply and transportation assets along the upper Texas Gulf Coast for $21.0 miillon 

from Genesis Crude Oil, L.P. and Genesis Pipeline Texas, L.P. ("Genesis"). The transaction was funded with proceeds from our August 

2003 equity offering (see Note 11). We allocated the purchase price, net of liabilities assumed, primarily to property, plant and equipment 

and intangible assets. The assets acquired included approximately 150 miles of small diameter trunk lines, 26,000 barrels per day of 

throughput and 12,000 barrels per day of lease mari^eting and supply business. We have integrated these assets into our South Texas 

pipeline system, which has allowed us to consolidate gathering and marketing assets in key operating areas in a cost effective manner 

and will provide future grovrth opportunities. Accordingly, the results of the acquisition are included in the consolidated financial state

ments from November 1, 2003. 

The following table allocates the estimated fair value of the Genesis assets acquired on November 1, 2003 (in thousands): 

Properiy, plant and equipment $ 12,811 

Intangible assets 8,742 

Other 144 

Total assets 21.697 

(687) 

$21,010 

Total liabilities assumed 

Net assets acquired 

Mexia Pipeline 

On March 31 , 2005, we purchased crude oil pipeline assets for $7.1 million from BP Pipelines (NoriJi America) Inc. ("BP"). The 

assets include approximately 158 miles of pipeline, which extend from Mexia, Texas, to the Houston, Texas, area and two stations in 

south Houston with connections to a BP pipeline that originates in soutii Houston. We funded ttie purchase through borrowings under our 

revolving credit facility. We allocated ttie purchase price to property, plant and equipment, and we accounted for the acquisition of tiiese 

assets under tiie purchase mettiod of accounting. We have integrated these assets into our South Texas pipeline system, included in our 

Upstream Segment, which will allow us to realize synergies within our existing asset base and will provide future growth opportunities. 

Crude Oil Storage and Terminaling Assets 

On April 1, 2005, we purchased crude oil storage and terminaling assets in Gushing, Oklahoma, from Koch Supply & Trading, L.P. 

for $35.4 million. The assets consist of eight storage tanks wfth 945,000 barrels of storage capacrty, receipt and delivery manifolds, 

interconnections to several pipelines, crude oil inventory and approximately 70 acres of land. We funded the purchase through borrowings 

under our revolving credft facility. We allocated the purchase price to property, plant and equipment and inventory, and we accounted for 

the acquisition of these assets under the purchase method of accounting. The storage and terminaling assets complement our existing 

infrastructure in Gushing and strengthen our gathering and marketing business in our Upstream Segment. 

Refined Products Terminaf and Truck Rack 

On July 12, 2005, we purchased a refined products terminal and truck loading rack in North Littie Rock, Arkansas, for $6.9 million 

from ExxonMobil Corporation. The assets include three storage tanks and a two-bay truck loading rack. We funded the purchase through 

borrowings under our revolving credit facilfty. We allocated the purchase price to property, plant and equipment and inventory, and we 

accounted for the acquisition of these assets under the purchase method of accounting. The terminal serves the central Arkansas refined 

products market and complements our existing Downstream Segment infrastructure in North Lfttle Rock, Ari^ansas. 

Genco Assets 

On July 15, 2005, we acquired from Texas Genco, LLC ("Genco") all of its interests in certain companies that own a 90-mile pipeline 

system and 5.5 million barrels of storage capacity for $62.1 million. We funded tiie purchase through borrowings under our revolving 

credrt facility. We allocated the purchase price to properiy, plant and equipment, and we accounted for the acquisition of these assets 

under the purchase method of accounting. The assets of the purchased companies will be integrated into our Downsti-eam Segment ori-
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gin infrastructure in Texas City and Baytown, Texas. As a result of this acquisition, we initiated tiie expansion of refined products origin 

capabilities in the Houston and Texas City, Texas, areas. The integration and otiier system enhancements should be in service by tiie 

fourth quarter of 2006, at an estimated cost of $45.0 million. The strategic location of these assets, with refined products inter

connections to major exchange terminals in the Houston area, will provide significant long-term value to our customers and our Texas Gulf 

Coast refining and logistics system. 

• 

Pioneer Plant 

On January 26, 2006, we announced ttie execution of a letter of intent to sell our ownership interest in the Pioneer silica gel natural 

gas processing plant located near Opal, Wyoming, together with Jonah's rights to process natural gas originating from the Jonah and Pine-

dale fields, located in southwest Wyoming, to an afliliate of Enterprise Products Partners L.P. ("Enterprise"). On March 31, 2006, we sold 

the Pioneer plant to an affiliate of Enterprise for $38.0 million in cash. The Pioneer plant, included in our Midsti-eam Segment, was not an 

integral part of our operations and natural gas processing is not a core business. The Pioneer plant was constructed as part of the Phase III 

expansion of the Jonah system and was completed during the first quarter of 2004. We have no continuing involvement in the operations or 

resufts of this plant. This transaction was reviewed and approved by the Audrt and Conflicts Committee of the board of directors of our 

General Partner and of the general partner of Enterprise, and a fairness opinion was rendered by an independent third-party. 

Condensed statements of income for the Pioneer plant, which is classified as discontinued operations, for the years ended 

December 31 , 2005 and 2004, are presented below (in thousands): 

Years Ended 
December 31 , 

Sales of pefroleum products 

Other 

Total operating revenues 

Purchases of petroleum products 

Operating, general and administrative 

Depreciation and amortization 

Taxes—other than income taxes 

Total costs and expenses 

Income from discontinued operations 

Assets of the discontinued operations consisted of the following at December 31 , 2005 and 2004 (in thousands): 

Inventories 

Property, plant and equipment, net 

Assets of discontinued operations 

Net cash fiows from discontinued operations for the years ended December 31, 2005 and 2004, are presented below (in 

thousands): 

Years Ended 
December 31 , 

2005 

$10,479 

2,975 

13,454 

8,870 

692 
612 
130 

10,304 

$ 3,150 

2004 

$ 7,295 
2,807 

10,102 

5,944 

738 
610 
121 

7,413 

$ 2,689 

December 31, 

20(^ 

$ 7 
19,812 

$19,819 

2004 

$ 28 

20,598 

$20,626 

2005 2004 2003 

k 

Cash flows from discontinued operating activities: 

Net income 

Depreciation and amortization 

(Increase) decrease in inventories 

Net cash flows provided by discontinued operating activities 

Cash flows from discontinued investing activfties: 

Capital expenditures 

Net cash fiows used in discontinued investing activfties 

Net cash fiows from discontinued operations 

$3,150 $2,689 
612 610 

$ -

20 

3,782 

— 

$3,782 

(28) 

3,271 

(7,398) 

(7,398) 

$(4,127) 

(13,810) 

(13,810) 

$(13,810) 
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Note 6. Equity Investments 

Through one of our indirect wholly owned subsidiaries, we own a 50% ownership interest in Seaway. The remaining 50% interest is 

owned by ConocoPhillips. We operate the Seaway assets. Seaway owns a pipeline that carries mostly imported crude oil from a marine 

terminal at Freeport, Texas, to Gushing, Oklahoma, and from a marine terminal at Texas City, Texas, to refineries in the Texas City and 

Houston, Texas, areas. The Seaway Crude Pipeline Company Partnership Agreement provides for varying participation ratios throughout 

the life of Seaway. From June 2002 through May 2006, we receive 60% of revenue and expense of Seaway. Thereafter, we will receive 

40% of revenue and expense of Seaway. During the years ended December 31 , 2005, 2004 and 2003, we received distributions from 

Seaway of $24.7 million, $36.9 million and $22.7 million, respectively. 

In August 2000, TE Products entered into agreements with Panhandle Eastern Pipeline Company ("PEPL"), a former subsidiary of 

CMS Energy Corporation, and Marathon Petroleum Company LLC ("Marathon") to form Centennial. Centennial owns an interstate refined 

petroleum products pipeline extending from ttie upper Texas Gulf Coast to central Illinois. Through February 9, 2003, each participant 

owned a one-third interest in Centennial On February 10, 2003, TE Products and Marathon each acquired an additional 16.7% interest in 

Centennial from PEPL for $20.0 miillon each, increasing their ownership percentages in Centennial to 50% each. During the year ended 

December 31 , 2005, TE Products did not make any additional investments in Centennial. TE Products invested an additional $1.5 million 

and $24.0 million, respectively, in Centennial, in 2004 and 2003, which is included in the equity investment balance at December 31 , 

2005. The 2003 amount includes the $20.0 million paid for the acquisition of ttie additional ownership interest in Centennial. TE Products 

has not received any distributions from Centennial since rts formation. 

On January 1, 2003, TE Products and Louis Dreyfus Energy Services L.P. ("Louis Dreyfus") formed Mont Belvieu Storage Partners, 

L.P. ("MB Storage"). TE Products and Louis Dreyfus each own a 50% ownership interest in MB Storage. MB Storage owns storage 

capacity at the Mont Belvieu fractionation and storage complex and a short haul transportation shuttle system that ties Mont Belvieu, 

Texas, to the upper Texas Gulf Coast energy marketplace. MB Storage is a service-oriented, fee-based venture serving the fractionation, 

refining and petrochemical industries with substantial capacity and flexibility for the transportation, terminaling and storage of NGLs, LPGs 

and refined products. MB Storage has no commodity frading activity. TE Products operates the facilities for MB Storage. Effective Jan

uary 1, 2003, TE Products contributed property and equipment with a net book value of $67.1 million to MB Storage. Additionally, as of 

the contribution date, Louis Dreyfus had invested $6.1 million for expansion projects for MB Storage that TE Products was required to 

reimburse if the original joint development and marketing agreement was terminated by either party. This deferred liability was also con

tributed and credited to the capital account of Louis Dreyfijs in MB Storage. 

For the year ended December 31 , 2005, TE Products received the first $1.7 million per quarter (or $6.78 million on an annual basis) 

of MB Storage's income before depreciation expense, as defined in the operating agreement. For the year ended December 31 , 2004, 

TE Products received the first $1.8 million per quarter (or $7.15 million on an annual basis) of MB Storage's income before depreciation 

expense. TE Products' share of MB Storage's earnings is adjusted annually by the partners of MB Storage. Any amount of MB Storage's 

annual income before depreciation expense in excess of $6.78 million for 2005 and $7.15 million for 2004 was allocated evenly beti^een 

TE Products and Louis Dreyfus. Depreciation expense on assets each party originally contributed to MB Storage is allocated between TE 

Products and Louis Dreyfus based on the net book value of the assets contributed. Depreciation expense on assets constructed or 

acquired by MB Storage subsequent to formation is allocated evenly between TE Products and Louis Dreyfus. For the years ended 

December 31 , 2005, 2004 and 2003, TE Products' sharing ratio in the eamings of MB Storage was 64.2%, 69.4% and 70.4%, 

respectively. During the years ended December 31 , 2005, 2004 and 2003, TE Products received distributions of $12.4 million, $10.3 

million and $5.3 million, respectively, from MB Storage. During the years ended December 31 , 2005, 2004 and 2003, TE Products con

tributed $5.6 million, $21.4 million and $2.5 million, respectively, to MB Storage. The 2005 contribution includes a combination of 

non-cash asset transfers of $1.4 million and cash contributions of $4.2 million. The 2004 contribution includes $16.5 million for the 

acquisition of storage and pipeline assets in April 2004. The remaining contributions have been for capital expenditures. 

We use the equity method of accounting to account for our investments in Seaway, Centennial and MB Storage. Summarized com

bined financial information for Seaway, Centennial and MB Storage for the years ended December 31 , 2005 and 2004, is presented 

below (in thousands): 

Years Ended 
December 31 , 

2005 2004 

Revenues 

Net income 

$164,494 
52,623 

$149,843 
52,059 
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Summarized combined balance sheet information for Seaway, Centennial and MB Storage as of December 31 , 2005 and 2004, is 

presented below (in thousands): 

Decembier 31 , 

Current assets 

Noncurrent assets 

Current liabilities 

Long-term debt 

Noncurrent liabilities 

Partners' capital 

2005 

$ 60.082 

630,212 

42,242 

140,000 

13.626 

494.426 

2004 

$ 59.314 

633.222 

41,209 

140,000 

20,440 

490,887 

• 

¥ 

Note 7. Related Party Transactions 

EPCO and Affiliates and Duke Energy, DEFS and Affiliates 

The Partnership does not have any employees. We are managed by tiie Company, which, for all periods prior to February 23, 2005, 

was an indirect wholly owned subsidiary of DEFS. According to the Partnership Agreement, the Company was entitled to reimbursement 

of all direct and indirect expenses related to our business activrties. As a resuft of the change in ownership of the General Partiier on 

February 24, 2005, all of our management, administrative and operating functions are performed by employees of EPCO, pursuantto an 

administrative services agreement. We reimburse EPCO for the costs of its employees who perform operating functions for us and for 

costs related to its other management and administrative employees (see Note 1). 

The following table summarizes the related party transactions with EPCO and affiliates and DEFS and affiliates for the periods 

indicated (in millions): 

Years Ended December 31, 

2 

Revenues from EPCO and affiliates'!' 

Transportation—NGLs'2) 

Transportation—LPGsf^i 

Other operating revenues'̂ ) 

Costs and Expenses from EPCO and affiliates'i' 

Payroll and administratively) 

Purchases of petroleum products'^* 

Revenues from DEFS and affiliates*^' 

Sales of petroleum products'^' 

Transportatian—NGLs'9) 

Gathering—Natural gas—Jonaht̂ o) 

Transportation—LPGsfi D 

Other operating revenues'^^i 

Costs and Expenses from DEFS and affiliatesf^'fi3}(i4) 

Payroll and administrative'^) 

Purchases of petroleum products—TCO'i^' 

Purchases of petroleum products—Jonah'i^t 

III Operating revenues earned and expenses incurred from activities with EPCO and its affiliates are considered related party transactions from February 24, 2005, 
through December 31, 2005, as a result of the change in ownership of the General Partner (see Note 1). 
Includes revenues from NGL transportation on the Chaparral and Panola NGL pipelines. 
Includes revenues from LPG transportation on the TE Products pipeline. 
Includes other operating revenues on TE Products. 
Substantially all of these costs were related to payroll, payroll related expenses and administrative expenses incurred in managing us and our subsidiaries. 
Includes TCO purchases of condensate and expenses related to LSI's use of an affiliate of EPCO as a transporter. 
Operating revenues earned and expenses incurred from activities with DEFS and its affiliates are considered related party transactions for all periods through 
February 23, 2005, as a result of the change in ownership of the General Partner (see Note 1). 
Includes LSI sales of lubrication oils and specialty chemicals and Jonah NGL sales in connection with Jonah's Pioneer processing plant operations, which was 
constructed during the Phase ill expansion and began operating in 2004. Amounts related to tiie Pioneer plant are classified as discontinued operations in tiie 
consolidated statements of income. 
Includes revenues from NGL transportation on tiie Chaparral, Panola, Dean and Wilcox NGL pipelines. 
Includes gas gathenng revenues on the Jonah system. 
Effective May 2001, we entered into an agreement witii an affiliate of DEFS to commit to It sole utilization of our Providence, Rhode Island, terminal. We operate 
the terminal and provide propane loading services to an affiliate of DEFS. We recognized revenue from an affiliate of DEFS pursuant to this agreement. 
Includes fractionation revenues and otiier revenues. Efiective with the purchase of the fractionation facilities on March 31,1998, TEPPCO Colorado and DEFS 
entered into a 20-year Fractionation Agreement, under which TEPPCO Colorado receives a variable fee for all fractionated volumes delivered to DEFS. Other 
operating revenues aiso include other operating revenues on TE Products and processing and other revenues on the Jonah system. Amounts related to the Pio
neer plant are classified as discontinued operations in the consolidated statements of income, 

2005 

$ 7.4 

4.3 
0.3 • 

68.2 

3.4 

4.3 
2.8 
0.5 
0.7 
2.4 

16.2 

37.7 

0.8 

2004 

$ -
• — 

— 

— 

23.2 

16.7 

3.3 
2.6 
14.0 

95.9 

141.3 

5.1 

2003 

$ -
— 

— 

— 

15.2 

17.2 

2.0 
2.8 

10.8 

88.8 
110.7 
— 

(91 

(101 

(11) 
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(15) 

116) 

Includes operating costs and expenses related to DEFS managing and operating the Jonah and Val Verde systems and the Chaparral NGL pipeline on our behalf 
under a contractual agreement established at the time of acquisition of each asset. In connection with the change in ownership of our General Partner, we have 
assumed these activities. 
Effective with the purchase of the fractionation facilities on March 31,1998, TEPPCO Colorado and DEFS entered into an Operation and Maintenance Agreement, 
whereby DEFS operates and maintains the fractionation facilities for TEPPCO Colorado. For these services, TEPPCO Colorado pays DEFS a set volumetric rate for 
all fractionated volumes delivered to DEFS. 
Includes TCO purchases of condensate. 
Includes Jonah purchases of natural gas in connection with Jonah's Pioneer processing plant operations. 

At December 31 , 2005, we had a receivable from EPCO and affiliates of $4.3 million related to sales and transportation services 

provided to EPCO and affiliates. At December 31 , 2005, we had a payable to EPCO and affiliates of $9.8 million related to direct payroll, 

payroll related costs and other operational related charges. 

At December 31 , 2004, we had a receivable from DEFS and affiliates of $10.5 million related to sales and transportation services 

provided to DEFS and affiliates. Included in this receivable balance from DEFS and affiliates at December 31 , 2004, is a gas imbalance 

receivable of $0.9 million. At December 31 , 2004, we had a payable to DEFS and affiliates of $22.4 million related to direct payroll, 

payroll related costs, management fees, and other operational related charges, including those for Jonah, Chaparral and Val Verde as 

described above. Included in this payable balance at December 31 , 2004, is a gas imbalance payable to DEFS and affiliates of $3.2 mil

lion. 

From February 24, 2005 through December 31 , 2005, the majority of our insurance coverage, including property, liability, business 

interruption, auto and directors and officers' liability insurance, was obtained through EPCO. From February 24, 2005 through 

December 31 , 2005, we incurred insurance expense related to premiums charged by EPCO of $9.8 million. At December 31 , 2005, we 

had insurance reimbursement receivables due from EPCO of $1.3 million. 

Through February 23, 2005, we contracted with Bison Insurance Company Limrted ("Bison"), a wholly owned subsidiary of Duke 

Energy, for a majority of our insurance coverage, including property, liability, auto and directors and officers' liability insurance. Through 

February 23, 2005 and for the years ended December 31, 2004 and 2003, we incurred insurance expense related to premiums paid to 

Bison of $1.2 million, $6.5 million and $5.9 million, respectively. At December 31, 2004, we had insurance reimbursement receivables 

due from Bison of $5.2 million. 

On April 2, 2003, we sold in an underwritten public offering 3.9 million Units at $30.35 per Unit. The proceeds from the offering, net 

of underwriting discount, totaled approximately $114.5 million, of which approximately $113.8 million was used to repurchase and retire 

all of the 3.9 million previously outstanding Class B Units held by DETTCO (see Note 11). 

Seaway 

We own a 50% ownership interest in Seaway, and the remaining 50% interest is owned by ConocoPhillips (see Note 6). We operate 

the Seaway assets. During the years ended December 31 , 2005, 2004 and 2003, we billed Seaway $8.5 million, $7.6 million and $7.4 

million, respectively, for direct payroll and payroll related expenses for operating Seaway. Additionally, for each of Uie years ended 

December 31 , 2005, 2004 and 2003, we billed Seaway $2.1 million for indirect management fees for operating Seaway. At 

December 31 , 2005 and 2004, we had payable balances to Seaway of $0.6 million and $0.5 million, respectively, for advances Seaway 

paid to us as operator for operating costs, including payroll and related expenses and management fees. 

Centennial 

TE Products has a 50% ownership interest in Centennial (see Note 6). TE Products has entered into a management agreement wrth 

Centennial to operate Centennial's terminal at Creal Springs, Illinois, and pipeline connection in Beaumont, Texas. For each of the years 

ended December 31 , 2005, 2004 and 2003, we recognized management fees of $0.2 million from Centennial, and actual operating 

expenses billed to Centennial were $3.7 million, $6.9 million and $4.4 million, respectively. 

TE Products also has a joint tariff with Centennial to deliver products at TE Products' locations using Centennial's pipeline as part of 

the delivery route to connecting carriers. TE Products, as the delivering pipeline, invoices the shippers for the entire delivery rate, records 

only the net rate attributable to rt as transportation revenues and records a liability for the amounts due to Centennial for its share of tiie 

tariff. In addrtion, TE Products performs ongoing consfruction services for Centennial and bills Centennial for labor and otiier costs to 

perform the construction. At December 31 , 2005 and 2004, we had net payable balances of $1.4 million and $1.7 million, respectively, 

to Centennial for its share of the joint tariff deliveries and other operational related charges, partially offset by the reimbursement due to 

us for construction services provided to Centennial. 

In January 2003, TE Products entered into a pipeline capacity lease agreement with Centennial for a period of five years that con

tains a minimum throughput requirement. For the years ended December 31, 2005, 2004 and 2003, TE Products incurred $5.9 million, 

$5.3 million and $3.8 million, respectively, of rental charges related to the lease of pipeline capacity on Centennial. 
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MB Storage 

Effective January 1, 2003, TE Products entered into agreements wrth Louis Dreyfus to form MB Storage (see Note 6). TE Products 

operates the facilities for MB Storage. TE Products and MB Storage have entered into a pipeline capacity lease agreement, and for each 

of the years ended December 31 , 2005, 2004 and 2003, TE Products recognized $0.1 million in rental revenue related to this lease 

agreement. During the years ended December 31 , 2005, 2004 and 2003, TE Products also billed MB Storage $3.6 million, $3.2 million 

and $2.5 million, respectively, for direct payroll and payroll related expenses for operating MB Storage. At December 31 , 2005 and 

2004, TE Products had net receivable balances from MB Storage of $0.9 million and $1.3 million, respectively, for operating costs, 

including payroll and related expenses for operating MB Storage. 

Note 8. Inventories 

Inventories are valued at the lower of cost (based on weighted average cost method) or market. The costs of Inventories did not 

exceed market values at December 31, 2005 and 2004. The major components of inventories were as follows (in thousands): 

December 31, 

2005 

$ 3,021 

4,461 

7,403 

5,740 

8,203 

241 

$29,069 

2004 

$ 3,690 

5,665 
— 

4,002 

6,135 
29 

$19,521 

• 

• 

Crude oil 

Retined products 

LPGs 

Lubrication oils and specialty chemicals 

Materials and supplies 

Other 

Total 

Note 9. Property, Plant and Equipment 

Major categories of property, plant and equipment for tiie years ended December 31 , 2005 and 2004, were as follows (in 

thousands): 

Land and right of way 

Line pipe and fittings 

Storage tanks 

Buildings and improvements 

Machinery and equipment 

Construction work in progress 

Total property, plant and equipment 

Less accumulated depreciation and amortization 

Net property, plant and equipment 

Depreciation expense, including impairment charges, on property, plant and equipment was $80.8 million, $80.7 million and $64.5 

million for the years ended December 31 , 2005, 2004 and 2003, respectively. During the fourth quarter of 2004, we wrote off approx

imately $2.1 million in assets taken out of service to depreciation expense. 

in September 2005, our Todhunter facility, near Middletown, Ohio, experienced a propane release and fire at a dehydration unrt 

within the storage facility. The facility is included in our Downsfream Segment. The dehydration unrt was destroyed due to tiie propane 

release and fire, and as a resurt, we wrote off the remaining book value of the asset of $0.8 million to depreciation and amortization 

expense during the third quarter of 2005. 

We evaluate impairment of long-lived assets in accordance wrth SFAS No. 144, Accounting for the Impairment or Disposal of Long-

Lived Assets. During the third quarter of 2005, our Upstream Segment was notified by a connecting carrier that the flow of its pipeline 

system would be reversed, which would directly impact the viability of one of our pipeline systems. TTiis system, located in East Texas, 

consists of approximately 45 miles of pipeline, six tanks of various sizes and other equipment and asset costs. As a result of changes to 

the connecting carrier, we performed an impairment test of the system and recorded a $1.8 million non-cash impairment charge, 

December 31, 

2005 

S 147,064 

1,434,392 

189,054 

51,595 

370,439 

241,855 

$2,434,400 

474,332 

$1,960,068 

2004 

$ 135,984 

1,344,193 

140,690 

41,205 

333,363 
115,937 

$2,111,372 

407,670 

$1,703,702 
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included in depreciation and amortization expense in our consolidated statements of income, for the excess carrying value over the esti

mated fair value of the system. 

During the third quarter of 2005, we completed an evaluation of a crude oil system included in our Upstream Segment. The system, 

located in Oklahoma, consists of approximately six miles of pipelines, tanks and otiier equipment and asset costs. The usage of the sys

tem has declined in recent months as a resurt of shifting crude oil production into areas not supported by the system, and as such, it has 

become more economical to transport barrels by truck to our otiier pipeline systems. As a resurt, we performed an impairment test on 

the system and recorded a $0.8 million non-cash impairment charge, included in depreciation and amortization expense in our con

solidated statements of income, for the excess carrying value over the estimated fair value of the system. 

During the third quarter of 2004, we completed an evaluation of our marine terminal facility in the Beaumont, Texas, area. The 

facility consists primarily of a barge dock, a ship dock, four storage tanks and various segments of connecting pipelines and is included in 

our Downstream Segment. The evaluation indicated that the docks and other assets at the facility needed extensive work to continue to 

be commercially operational. As a resurt, we performed an impairment test on the entire marine facility and recorded a $4.4 million 

non-cash impairment charge, included in depreciation and amortization expense in our consolidated statements of income, for the excess 

carrying value over the estimated fair value of the facility. 

Note 10. Debt 

Senior Notes. On January 27,1998, TE Products completed the issuance of $180.0 million principal amount of 6.45% Senior 

Notes due 2008, and $210.0 million principal amount of 7.51% Senior Notes due 2028 (collectively the "TE Products Senior Notes"). The 

6.45% TE Products Senior Notes were issued at a discount of $0.3 million and are being accreted to their face value over tiie term of the 

notes. The 6.45% TE Products Senior Notes due 2008 are not subject to redemption prior to January 15, 2008. The 7.51% TE Products 

Senior Notes due 2028, issued at par, may be redeemed at any time after January 15, 2008, at the option of TE Products, in whole or in 

part, at our election at the following redemption prices (expressed in percentages of the principal amount) if redeemed during the twelve 

months beginning January 15 of tiie years indicated: 
Redemption 

Price 

103.755% 

103.380% 

103.004% 

102.629% 

102.253% 

Year 

2013 

2014 

2015 

2016 

2017 

Redemption 
Price 

101.878%, 

101.502% 

101.127% 

100.751% 

100.376% 

Year 

2008 

2009 

2010 

2011 

2012 

and thereafter at 100% of the principal amount, together in each case with accrued interest at the redemption date. 

The TE Products Senior Notes do not have sinking fund requirements, interest on the TE Products Senior Notes is payable semi

annually in arrears on January 15 and July 15 of each year. The TE Products Senior Notes are unsecured obligations of TE Products and 

rank pari passu with all other unsecured and unsubordinated indebtedness of TE Products. The indenture governing the TE Products 

Senior Notes contains covenants, including, but not limited to, covenants limiting the creation of liens securing indebtedness and sale and 

leaseback transactions. However, the indenture does not limrt our ability to incur addrtional indebtedness. As of December 31 , 2005, TE 

Products was in compliance with the covenants of the TE Products Senior Notes. 

On February 20, 2002, we completed the issuance of $500.0 million principal amount of 7.625% Senior Notes due 2012. The 

7.625% Senior Notes were issued at a discount of $2.2 million and are being accreted to their face value over the term of the notes. The 

Senior Notes may be redeemed at any time at our option witti the payment of accrued interest and a make-whole premium determined by 

discounting remaining interest and principal payments using a discount rate equal to the rate of the United States Treasury securrties of 

comparable remaining maturity plus 35 basis points. The indenture governing our 7.625% Senior Notes contains covenants, including, but 

not limited to, covenants limiting the creation of liens securing indebtedness and sale and leaseback transactions. However, the indenture 

does not limrt our ability to incur additional indebtedness. As of December 31 , 2005, we were in compliance with the covenants of ttiese 

Senior Notes. 

On January 30, 2003, we completed the issuance of $200.0 million principal amount of 6.125% Senior Notes due 2013. The 

6.125% Senior Notes were issued at a discount of $1.4 million and are being accreted to ttieir face value over the term of the notes. The 

Senior Notes may be redeemed at any time at our option with the payment of accrued interest and a make-whole premium determined by 

discounting remaining interest and principal payments using a discount rate equal to tiie rate of tiie United States Treasury securrties of 

comparable remaining maturity plus 35 basis points. The indenture governing our 6.125% Senior Notes contains covenants, including, but 
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not limrted to, covenants limrting the creation of liens securing indebtedness and sale and leaseback fransactions. However, the indenture 

does not limit our ability to incur additional indebtedness. As of December 31 , 2005, we were in compliance wrth the covenants of these 

Senior Notes. 

The following table summarizes the estimated fair values of the Senior Notes as of December 31 , 2005 and 2004 (in millions): 

Fair Value 
Face December 31, 
Value 2005 2004 

$180.0 $183.7 $187.1 
500.0 552.0 569.6 
200.0 205.6 210.2 
210.0 224.1 225.6 

• 

6.45% TE Products Senior Notes, due January 2008 

7.625% Senior Notes, due February 2012 

5.125% Senior Notes, due February 2013 

7.51% TE Products Senior Notes, due January 2028 

We have entered into interest rate swap agreements to hedge our exposure to changes in the fair value on a portion of tiie Senior 

Notes discussed above (see Note 4). 

Revolving Credit Facility. On April 6, 2001, we entered into a $500.0 million revolving credit facility including tiie issuance of let

ters of credit of up to $20.0 million ("Three Year Facility"). The interest rate was based, at our option, on either the lender's base rate plus 

a spread, or LIBOR plus a spread in effect at tiie time of tiie borrowings. The credit agreement for the Three Year Facility contained cer

tain restrictive tinancial covenant ratios. During the first quarter of 2003, we repaid $182.0 million of the outstanding balance of the 

Three Year Facility wrth proceeds from the issuance of our 6.125% Senior Notes on January 30, 2003. On June 27, 2003, we repaid the 

outstanding balance under the Three Year Facilrty with borrowings under a new credrt facility, and canceled the Three Year Facility. 

On June 27, 2003, we entered into a $550.0 million unsecured revolving credrt facility with a tiiree year term, including the issuance 

of letters of credrt of up to $20.0 million ("Revolving Credrt Facility"). The interest rate is based, at our option, on either the lender's base 

rate plus a spread, or LIBOR plus a spread in effect at the time of the borrowings. The credrt agreement for the Revolving Credrt Facility 

contains certain restrictive financial covenant ratios. Restrictive covenants in the Revolving Credrt Facility limrt our ability to, among other 

things, incur additional indebtedness, make distributions in excess of Available Cash (see Note 11) and complete mergers, acquisrtions 

and sales of assets. We borrowed $263.0 million under the Revolving Credrt Facility and repaid the outstanding balance of tiie Three Year 

Facility. On October 21 , 2004, we amended our Revolving Credit Facility to (i) increase the facility size to $600.0 million, (ii) extend the 

term to October 21, 2009, (iii) remove certain restrictive covenants, (iv) increase the available amount for the issuance of letters of credrt 

up to $100.0 million and (v) decrease the LIBOR rate spread charged at the time of each borrowing. On February 23, 20.05, we amended 

our Revolving Credrt Facility to remove the requirement that DEFS must at all times own, directiy or indirectiy, 100% of our General Part

ner, to allow for rts acquisrtion by DFl (see Note 1). During the second quarter of 2005, we used a portion of the proceeds from the equity 

offering in May 2005 to repay a portion of the Revolving Credrt Facility (see Note 11). On December 13, 2005, we again amended our 

Revolving Credrt Facility as follows: 

• Total bank commitments increased from $600.0 million to $700.0 million. The amendment also provided that the commitments 

under the credit facility may be increased up to a maximum of $850.0 million upon our request, subject to lender approval and ttie 

satisfaction of certain other conditions. 

• The facility fee and the borrowing rate currentiy in effect were reduced by 0.275%. 

• The maturity date of the credrt facility was extended from October 21 , 2009, to December 13, 2010. Also under the terms of the 

amendment, we may request up to two, one-year extensions of the maturity date. These extensions, if requested, will become 

effective subject to lender approval and satisfaction of certain other conditions. 

• The amendment also removed the $100.0 million limrt on the total amount of standby leti:ers of credrt that can be outstanding 

under the credrt facility. 

On December 31, 2005, $405.9 million was outstanding under the Revolving Credrt Facilrty at a weighted average interest rate of 

4.9%. At December 31 , 2005, we were in compliance with the covenants of this credit agreement. 

* 
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The following table summarizes tiie principal amounts outstanding under all of our credit facilities as of December 31 , 2005 and 

2004 (in thousands): 

December 31, 

2005 2004 

Credrt Facilrties: 

Revolving Credrt Facility, due December 2010 

6.45% TE Products Senior Notes, due January 2008 

7.625% Senior Notes, due February 2012 

6.125% Senior Notes, due February 2013 

7.51% TE Products Senior Notes, due January 2028 

Total borrowings 

Adjustment to carrying value associated with hedges of fair value 

Total Credrt Facilrties 

$ 405,900 
179,937 
498,659 
198,988 
210,000 

$ 353,000 
179,906 
498,438 
198,845 
210,000 

1,493,484 1,440,189 

31,537 40,037 

$1,525,021 $1,480,226 

Letter of Credit. At December 31 , 2005, we had an $11.5 million standby letter of credrt in connection with crude oil purchases In 

the fourth quarter of 2005. This amount will be paid during the first quarter of 2006. 

Note 1 1 . Partners' Capital and Distributions 

Equity Offerings 

On April 2, 2003, we sold in an underwriti:en public offering 3.9 million Unrts at $30.35 per Unrt. The proceeds from the offering, net 

of underwriting discount, totaled approximately $114.5 million, of which approximately $113.8 million was used to repurchase and retire 

all of the 3.9 million previously outstanding Class B Unrts held by DETTCO. We received approximately $0.7 million in proceeds from the 

offering in excess of the amount needed to repurchase and retire the Class B Unrts. 

On August 7, 2003, we sold in an underwritten public offering 5.0 million Unrts at $34.68 per Umt. The proceeds from the offering, 

net of underwrrting discount, totaled approximately $166.0 million. On August 19, 2003,162,900 Units were sold upon exercise of the 

underwriters' over-allohnent option granted in connection with the offering on August 7, 2003. Proceeds from the over-allotment sale, net 

of underwriting discount, totaled $5.4 million. Approximately $53.0 million of the proceeds were used to repay indebtedness under our 

revolving credrt facility and $21.0 million was used to fund the acquisrtion of the Genesis assets (see Note 5). The remaining amount was 

used primarily to fund revenue-generating and system upgrade caprtal expenditures and for general partnership purposes. 

On May 5, 2005, we sold in an underwritten public offering 6.1 million Units at $41.75 per Unrt. The proceeds from the offering, net 

of underwriting discount, totaled approximately $244.5 million. On June 8, 2005, 865,000 Unrts were sold upon exercise of the under

writers' over-allotment option granted in connection with the offering on May 5, 2005. Proceeds from the over-allotment sale, net of 

underwriting discount, totaled $34.7 million. The proceeds were used to reduce indebtedness under our Revolving Credrt Facility, to fund 

revenue generating and system upgrade capital expenditures and for general parinership purposes. 

Quarterly Distributions of Available Cash 

We make quarterly cash distributions of all of our Available Cash, generally defined as consolidated cash receipts less consolidated 

cash disbursements and cash reserves established by the General Partner in rts sole discretion. Pursuant to the Partnership Agreement, 

the General Partner receives incremental incentive cash distributions when unitholders' cash distributions exceed certain target thresholds 

as follows: 

Quarterly Cash Distribution per Unit: 

Up to Minimum Quarterly Distribution ($0,275 per Unit) 

First Target—$0,276 per Unrt up to $0,325 per Unrt 

Second Target—$0,326 per Unrt up to $0.45 per Unrt 

Over Second Target—Cash distributions greater than $0.45 per Unit 

Unitholders 

98% 
85% 
75% 
50% 

General 
Partner 

2% 
15% 
25% 
50% 
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The following table reflects the allocation of total distributions paid during the years ended December 31 , 2005, 2004 and 2003 (in 

thousands, except per Unrt amounts): 

Years Ended December 31 , 

Limited Partner Units 

General Partner Ownership Interest 

General Partner Incentive 

Total Partners' Capital Cash Distributions Paid 

Class B Units 

Total Cash Distributions Paid 

Total Cash Distributions Paid Per Unrt 

On February 7, 2006, we paid a cash disfribution of $0,675 per Unrt for the quarter ended December 31 , 2005. The fourth quarter 

2005 cash distribution totaled $66.9 million. 

2005 

$177,917 

3,630 

69,554 

251,101 

$251,101 

$ 2.68 

2004 

$156,158 

3,391 

63,508 

233,057 

$233,057 

$ 2.64 

2003 

$145,427 

3,016 

51,709 

200,152 

2,346 

$202,498 

$ 2.50 

i 

¥ 

General Partner interest 

As of December 31 , 2005 and 2004, we had deticrt balances of $61.5 million and $35.9 million, respectively, in our General Part

ner's equity account. These negative balances do not represent an asset to us and do not represent an obligation of tiie General Partner 

to contribute cash or other property to us. The General Partner's equity account generally consists of rts cumulative share of our net 

income less cash distributions made to rt plus capital contributions that rt has made to us (see our Consolidated Statements of Partners' 

Capital for a detail of the General Partner's equrty account). For the years ended December 31 , 2005, 2004 and 2003, the General Part

ner was allocated $47.6 million (representing 29.27%), $40.0 miillon (representing 28.85%) and $33.7 million (representing 27.65%), 

respectively, of our net income and received $73.2 million, $66.9 million and $54.7 million, respectively, in cash distributions. 

Capital Accounts, as defined under our Partnership Agreement, are maintained for our General Partner and our limited partners. The 

Capital Account provisions of our Partiiership Agreement incorporate principles established for U.S. federal income tax purposes and are 

not comparable to the equity accounts reflected under accounting principles generally accepted in the United States in our financial 

statements. Under our Partnership Agreement, tiie General Partner is required to make addrtional capital contributions to us upon the 

issuance of any additional Units if necessary to maintain a Caprtal Account balance equal to 1.999999% of the total Capital Accounts of 

all partners. At December 31 , 2005 and 2004, the General Partner's Capital Account balance substantially exceeded ttiis requirement. 

Net income is allocated between the General Partner and the limited partners in the same proportion as aggregate cash distributions 

made to the General Partner and the limited partners during the period. This is generally consistent with the manner of allocating net 

income under our Partnership Agreement. Net income determined under our Partnership Agreement, however, incorporates principles 

established for U.S. federal income tax purposes and is not comparable to net income reflected under accounting principles generally 

accepted in the Unrted States in our financial statements. 

Cash disfributions that we make during a period may exceed our net income for the period. We make quarterly cash distributions of 

all of our Available Cash, generally defined as consolidated cash receipts less consolidated cash disbursements and cash reserves estab

lished by the General Partner in rts sole discretion. Cash distributions in excess of net income allocations and capital contributions during 

the years ended December 31 , 2005 and 2004, resulted in a deficit in the General Partner's equity account at December 31 , 2005 and 

2004. Future cash distributions that exceed net income will result in an increase in the deficrt balance in tiie General Partner's equity 

account 

According to the Partnership Agreement, in the event of our dissolution, after satisfying our liabilities, our remaining assets would be 

divided among our limited partners and the General Partner generally in tiie same proportion as Available Cash but calculated on a cumu

lative basis over the life of the Partnership. ]f a deficrt balance still remains in the General Partner's equity account after all allocations are 

made between the partners, the General Partner would not be required to make whole any such deficit. 

Note 12. Concentrations of Credit Risk 

Our primary market areas are located in the Northeast, Midwest and Soutiiwest regions of the United States. We have a concen

fration of frade receivable balances due from major integrated oil companies, independent oil companies and other pipelines and whole

salers. These concentrations of customers may affect our overall credrt risk in that the customers may be similarly affected by changes 
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in economic, regulatory or other factors. We thoroughly analyze our customers' historical and future credrt posrtions prior to extending 

credit. We manage our exposure to credrt risk through credrt analysis, credrt approvals, credrt limrts and monitoring procedures, and for 

certain transactions may utilize letters of credit, prepayments and guarantees. 

For each of the years ended December 31 , 2005, 2004 and 2003, Valero Energy Corp. accounted for 14%, 15% and 16% of our 

total consolidated revenues, respectively. No other single customer accounted for 10% or more of our total consolidated revenues for the 

years ended December 31 , 2005, 2004 and 2003. 

The carrying amount of cash and cash equivalents, accounts receivable, inventories, other current assets, accounts payable and 

accrued liabilrties, other current liabilrties and derivatives approximates their fair value due to their short-term nature. 

Note 13. Unit-Based Compensation 

1994 Long Term Incentive Plan 

During 1994, the Company adopted the Texas Eastern Products Pipeline Company 1994 Long Term Incentive Plan ("1994 LTIP"). 

The 1994 LTIP provides certain key employees with an incentive award whereby a participant is granted an option to purchase Units. 

These same employees are also granted a stipulated number of Pertormance Units, the cash value of which may be used to pay for the 

exercise of the respective Unrt options awarded. Under the provisions of the 1994 LTIP, no more than one million options and two million 

Performance Unrts may be granted. 

When our calendar year earnings per unrt (exclusive of certain special rtems) exceeds a stated threshold, each participant receives a 

credrt to their respective Performance Unit account equal to the earnings per unrt excess multiplied by the number of Performance Units 

awarded. The balance in the Performance Unrt account may be used to offset the cost of exercising Unrt options granted in connection 

with the Performance Units or may be wittidrawn two years after the underlying options expire, usually 10 years from the date of grant. 

Any unused balance previously credited is forfeited upon termination. We accrue compensation expense for the Performance Units 

awarded annually based upon the terms of the plan discussed above. 

Under the agreement for such Unrt options, tiie options become exercisable in equal installments over periods of one, two, and three 

years from the date of the grant. At December 31, 2005, all options have been fully exercised. TTie Performance Unrt account has a 

minimal liability balance which may be wrthdrawn by the participants after December 31 , 2006. 

A summary of Unit options granted under the terms of tiie 1994 LTIP is presented below: 
Optiwis options 

0 

Unrt Options: 

Outstanding at December 31 , 2002 

Exercised 

Outstanding at December 31 , 2003 

We have not granted options for any periods presented. During the year ended December 31 , 2003, all remaining outstanding Unrt 

options were exercised. For options previously outstanding, we followed the intrinsic value method for recognizing stock-based 

compensation expense. The exercise price of all options awarded under the 1994 LTIP equaled the market price of our Units on the date 

of grant. Accordingly, we recognized no compensation expense at the date of grant. Had compensation expense been determined con

sistent with SFAS No. 123, Accounting for Stock-Based Compensation, no compensation expense would have been recognized for ttie 

years ended December 31 , 2005, 2004 and 2003. 

1999 and 2002 Phantom Unit Plans 

Effective September 1, 1999, the Company adopted the Texas Eastern Products Pipeline Company, LLC 1999 Phantom Unrt 

Retention Plan ("1999 PURP"). Effective June 1, 2002, tiie Company adopted the Texas Eastern Products Pipeline Company, LLC 2002 

Phantom Unrt Retention Plan ("2002 PURP"). The 1999 PURP and the 2002 PURP provide key employees with incentive awards whereby a 

participant is granted phantom units. These phantom unrts are automatically redeemed for cash based on the vested portion of the fair 

market value of the phantom unrts at stated redemption dates. The fair market value of each phantom unrt is equal to the closing price of 

a Unit as reported on the New York Stock Exchange on the redemption date. 

Under the agreement for the phantom units, each participant will vest 10% of the number of phantom units initially granted under his 

or her award at the end of each of the first four years and will vest the final 60% at the end of the fiffti year. Each participant is required to 

Outstanding 

90,091 

(90,091) 

— 

Exercisable 

90,091 

(90,091) 

— 

Exercise Range 

$13.81-S25.69 

$13.81-$25.69 
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redeem their phantom units as they vest. They are also entrtled to quarterly cash disfributions equal to the product of the number of phan

tom units outstanding for the participant and the amount of tiie cash distribution that we paid per Unrt to unitholders. We accrued 

compensation expense annually based upon the terms of the 1999 PURP and 2002 PURP discussed above. At December 31 , 2004, we 

had an accrued liability balance of $1.6 million for compensation related to tiie 1999 PURP and 2002 PURP. Due to a change of owner

ship as a resurt of the sale of our General Partner on February 24, 2005 (see Note 1), all outstanding unrts under both the 1999 PURP 

and the 2002 PURP fully vested and were redeemed by participants. As such, there were no outstanding units at December 31 , 2005 

under either the 1999 PURP or the 2002 PURP. 

p 

2000 Long Term Incentive Plan 

Effective January 1, 2000, the General Partner established the Texas Eastern Products Pipeline Company, LLC 2000 Long Term 

Incentive Plan ("2000 LTIP") to provide key employees incentives to achieve improvements in our financial pertormance. Generally, upon 

the close of a three-year performance period, if the participant is then still an employee of ttie General Partner, the participant will receive 

a cash payment in an amount equal to (1) the applicable performance percentage specified in the award multiplied by (2) tiie number of 

phantom units granted under the award multiplied by (3) the average of the closing prices of a Unrt over tiie ten consecutive frading days 

immediately preceding the last day of the performance period. Generally, a participant's performance percentage is based upon the 

improvement of our Economic Value Added (as defined below) during a three-year performance period over the Economic Value Added 

during the three-year period immediately preceding the performance period. If a participant incurs a separation from service during the 

performance period due to death, disability or retirement (as such terms are defined in the 2000 LTIP), the participant will be entitied to . 

receive a cash payment in an amount equal to the amount computed as described above murtiplied by a fraction, the numerator of which 

is the number of days that have elapsed during the performance period prior to the participant's separation from service and ttie denomi

nator of which is the number of days in the performance period. Due to a change of ownership as a resurt of the sale of our General Part

ner on February 24, 2005, all outstanding unrts under the 2000 LTIP for plan years 2003 and 2004 were fully vested and redeemed by 

participants. As such, there were no outstanding unrts at December 31 , 2005, for awards granted for the plan years ended 

December 31, 2004 and 2003. At December 31 , 2005, phantom units outstanding for awards granted for the plan year ended 

December 31 , 2005, were 23,400. 

Economic Value Added means our average annual EBITDA for the performance period minus the product of our average asset base 

and our cost of caprtal for the performance period. For purposes of the 2000 LTIP for plan years 2000 through 2002, EBITDA means our 

earnings before net interest expense, depreciation and amortization and our proportional interest in EBITDA of our joint ventures as pre

sented in our consolidated financial statements prepared in accordance with generally accepted accounting principles, except tiiat at his 

discretion the Chief Executive Officer ("CEO") of the Company may exclude gains or losses from extraordinary, unusual or non-recurring 

rtems, For the years ended December 31 , 2005, 2004 and 2003, EBITDA means, in addrtion to the above definrtion of EBITDA, earnings 

before other income - net. Average asset base means the quarterly average, during the performance period, of our gross value of prop

erty, plant and equipment, plus products and crude oil operating oil supply and the gross value of intangibles and equity investments. Our 

cost of caprtal is approved by our CEO at the date of award grant. 

In addition to the payment described above, during tiie performance period, the General Partner will pay to the participant the 

amount of cash disfributions that we would have paid to our unitholders had the participant been the owner of the number of Units equal 

to the number of phantom units granted to the participant under this award. We accrue compensation expense annually based upon the 

terms of the 2000 LTIP discussed above. At December 31, 2005 and 2004, we had an accrued liability balance of $0.7 million and 

$2.4 million, respectively, for compensation related to the 2000 LTIP. 

N 

2005 Phantom Unit Plan 

Effective January 1, 2005, the Company adopted the Texas Eastern Products Pipeline Company, LLC 2005 Phantom Unrt Plan 

("2005 PURP") to provide key employees incentives to achieve improvements in our financial performance. Generally, upon the close of a 

three-year performance period, if the participant is then still an employee of the General Partner, the participant will receive a cash pay

ment in an amount equal to (1) the grantee's vested percentage murtiplied by (2) the number of phantom unrts granted under the award 

murtiplied by (3) the average of the closing prices of a Unit over the ten consecutive trading days immediately preceding tiie last day of 

the performance period, Generally, a participant's vested percentage is based upon the improvement of our EBITDA (as defined below) 

during a three-year performance period over the target EBITDA as defined at the beginning of each year during the three-year perform

ance period. EBITDA means our earnings before minority interest, net interest expense, other income - net, income taxes, depreciation 

and amortization and our proportional interest in EBITDA of our joint ventures as presented in our consolidated financial statements 
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prepared in accordance with generally accepted accounting principles, except that at his discretion, our CEO may exclude gains or losses 

from extraordinary, unusual or non-recurring items. At December 31 , 2005, phantom units outstanding for awards granted for the plan 

year ended December 31 , 2005, were 53,600. 

In addition to the payment described above, during the performance period, the General Partner will pay to the participant the 

amount of cash distributions that we would have paid to our unitholders had the participant been the owner of the number of Units equal 

to the number of phanti3m units granted to the participant under this award. We accrue compensation expense annually based upon the 

terms of the 2005 PURP discussed above. At December 31 , 2005, we had an accrued liability balance of $0.7 million for compensation 

related to the 2005 PURP. 

Note 14. Operating Leases 

We use leased assets in several areas of our operations. Total rental expense for the years ended December 31 , 2005, 2004 and 

2003, was $24.0 million, $22.1 million and $18.8 million, respectively. The following table sets forth our minimum rental payments under 

our various operating leases for the years ending December 31 (in thousands): 

2006 $19,535 
2007 17,391 
2008 10,863 
2009 7,682 
2010 6,645 

Thereafter 21,544 

$83,661 

Note 15. Employee Benefits 

Retirement Plans 

The TEPPCO Retirement Cash Balance Plan ("TEPPCO RCBP") was a non-confributory, trustee-administered pension plan. In addition, 

the TEPPCO Supplemental Benefit Plan ("TEPPCO SBP') was a non-confributory, nonqualified, defined benefit retirement plan, in which 

certain executive officers participated. The TEPPCO SBP was established to restore benefit reductions caused by the maximum benefit 

limitations that apply to qualified plans. The benefrt formula for all eligible employees was a cash balance formula. Under a cash balance 

formula, a plan participant accumulated a retirement benefrt based upon pay credits and current interest credits. The pay credits were 

based on a participant's salary, age and service. We used a December 31 measurement date for these plans. 

On May 27, 2005, the TEPPCO RCBP and the TEPPCO SBP were amended. Effective May 31, 2005, participation in the TEPPCO 

RCBP was frozen, and no new participants were eligible to be covered by the plan after that date. Effective December 31 , 2005, all plan 

beneffts accrued were frozen, participants will not receive additional pay credrts after that date, and all plan participants were 100% 

vested regardless of their years of service. The TEPPCO RCBP plan was terminated effective December 31 , 2005, subject to IRS appro

val of plan termination, and plan participants will have the option to receive their benefits either through a lump sum payment in 2006 or 

through an annuity. For those plan participants who elect to receive an annuity, we wilt purchase an annuity contract from an insurance 

company in which the plan participant owns the annuity, absolving us of any future obligation to the participant. Participants in the 

TEPPCO SBP received pay credits through November 30, 2005, and received lump sum benefit payments in December 2005. Both the 

RCBP and SBP benefit payments are discussed below. 

In June 2005, we recorded a curtailment charge of $0.1 million in accordance with SFAS No. 88, Employers' Accounting for Settle

ments and Curtailments of Defined Benefit Pension Plans and for Termination Benefits, as a result of the TEPPCO RCBP and TEPPCO SBP 

amendments. As of May 31 , 2005, the following assumptions were changed for purposes of determining the net periodic benefit costs 

for the remainder of 2005: the discount rate, the long-term rate of return on plan assets, and ttie assumed mortality table. The discount 

rate was decreased from 5.75% to 5.00% to reflect rates of returns on bonds currently available to settte the \iab\\ity. The expected long-

term rate of return on plan assets was changed from 8% to 2% due to the movement of plan funds from equity investments into short-

term money market funds. The mortality table was changed to refiect overall improvements in mortality experienced by the general 

population. The curtailment charge arose due to the accelerated recognition of tiie unrecognized prior service costs. We recorded addi

tional settlement charges of approximately $0.2 million in the fourth quarter of 2005 relating to the TEPPCO SBP. We expect to record 

addrtional settlement charges of approximately $4.0 million in 2006 relating to the TEPPCO RCBP for any existing unrecognized losses 

upon the plan termination and final disfribution of the assets to tiie plan participants. 
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The components of net pension benefits costs for tiie TEPPCO RCBP and the TEPPCO SBP for the years ended December 31 , 

2005, 2004 and 2003, were as follows (in thousands): 
Year Ended December 31, 

Service cost benefrt earned during the year 

Interest cost on projected benefit obligation 

Expected return on plan assets 

Amortization of prior service cost 

Recognized net actuarial loss 

SFAS 88 curtailment charge 

SFAS 88 settlement charge 

Net pension benefits costs 

2005 

$4,393 

934 
(671) 

5 
129 
50 
194 

$5,034 

2004 

$3,653 

719 
(878) 
7 
57 
_ 
— 

$3,558 

2003 

$3,179 

504 
(604) 

7 
24 
— 
— 

$3,110 

p 

other Postretirement Benefits 

We provided certain health care and life insurance benefits for retired employees on a confributory and non-contributory basis 

('TEPPCO OPB"). Employees became eligible for these benefits if they met certain age and service requirements at retirement, as defined 

in the plans. We provided a fixed dollar confribution, which did not increase from year to year, towards retired employee medical costs. 

The retiree paid all health care cost increases due to medical inflation. We used a December 31 measurement date for this plan. 

In May 2005, benefits provided to employees under the TEPPCO OPB were changed. Employees eligible for tiiese benefits received 

them through December 31, 2005, however, effective December 31 , 2005, these benefits were terminated. As a resurt of tills change in 

benefits and in accordance with SFAS No. 106, Employers' Accounting for Postretirement Benefits Other Than Pensions, we recorded a 

curtailment credrt of approximately $1.7 million in our accumulated posfretirement obligation which reduced our accumulated posfretire- , 

ment obligation to the total of the expected remaining 2005 payments under the TEPPCO OPB. The cun-ent employees participating in 

this plan were transferred to DEFS, who will continue to provide postretirement benefrts to these retirees. We recorded a one-time settle

ment to DEFS in the third quarter of 2005 of $0.4 million for the remaining posfretirement benefrts. 

The components of net postretirement benefits cost for tiie TEPPCO OPB for the years ended December 31, 2005, 2004 and 

2003, were as follows (in ttiousands): 

Year Ended December 31 , 

2005 2004 2003 

Service cost benefrt earned during the year 

Interest cost on accumulated postretirement benefit obligation 

Amortization of prior service cost 

Recognized net actuarial loss 

Curtailment credrt 

Settlement credrt 

Net postretirement benefrts costs 

81 
69 
53 
4 

(1,676) 

(4) 

$165 

153 
126 
2 

. — 

— 

$137 

137 
126 
__ 
— 
— 

$(1,473) $445 $400 

k 

Effective June 1, 2005, the payroll functions performed by DEFS for our General Partner were fransferred from DEFS to EPCO. For 

those employees who were receiving certain other posfretirement benefrts at tiie time of tiie acquisition of our General Partner by DFl, 

DEFS will continue to provide these benefits to those employees. Effective June 1, 2005, EPCO began providing certain otiier posfretire

ment benefits to those employees who became eligible for the benefits after June 1, 2005, and will charge those benefrt related costs to 

us. As a result of these changes, we recorded a $1.2 million reduction in our other posfretirement obligation in June 2005. 

We employed a building block approach in determining the long-term rate of return for plan assets. Historical markets were sbjdied 

and long-term historical relationships behveen equities and fixed-income were preserved consistent with a widely accepted capital market 

principle that assets with higher volatility generate a greater return over the long run. Current market factors such as infiation and interest 

rates were evaluated before long-term caprtal market assumptions were determined. The long-term portfolio return was established via a 

building block approach wrth proper consideration of diversitication and rebalancing. Peer data and historical returns were reviewed to 

check for reasonability and appropriateness. 
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The weighted average assumptions used to determine benefrt obligations for the retirement plans and other postretirement benefrt 

plans at December 31, 2005 and 2004, were as follows: 

Ottier 
Postretirement 

Pension Benefits Benefits 

2005 2004 2005 2004 

5.75% 5.75% Discount rate 4.59% 5.75% 

Increase in compensation levels — 5.00% — 

The weighted average assumptions used to determine net periodic benefrt cost for tiie retirement plans and other postretirement 

benefrt plans for the years ended December 31 , 2005 and 2004, were as follows: 

Other 
Postt'etirement 

Pension Benefits Benefits 

2005 2004 2005 2004 

Discount rate'i' 

Increase in compensation levels 

Expected long-term rate of return on plan assets'^* 

5.75V5.00% 
5.00% 

8.00%/2.00% 

6.25% 
5.00% 
8. 

5.75V5.00% 6.25% 

ii> Expense was remeasured on May 31, 2005, as a result of TEPPCO RCBP and TEPPCO SBP amendments. The discount rate was decreased from 5.75% to 5% 
effective June 1, 2005, to reflect rates of returns on bonds currently available to setHe the liability. 

<2i As a result of TEPPCO RCBP and TEPPCO SBP amendments, the expected return on assets was changed from 8% to 2% due to the movement of plan funds from 
equity Investments into short-term money market funds, effective June 1, 2005. 

The following table sets forth our pension and otiier postretirement benefrts changes in benefit obligation, fair value of plan assets 

and funded status as of December 31 , 2005 and 2004 (in thousands): 

Change in benefit obligation 
Benefrt obligation at beginning of year 
Service cost 
Interest cost 
Actijarial loss 
Retiree contributions 
Benefits paid 
Impact of curtailment 
Settlement 

Benefit obligation at end of year 

Change in plan assets 
Fair value of plan assets at beginning of year 
Actual return on plan assets 
Retiree contributions 
Employer contributions 
Benefits paid 

Fair value of plan assets at end of year 

Reconciliation of funded status 
Funded status 
Unrecognized prior service cost 
Unrecognized actuarial loss 

Net amount recognized 

Pension 1 

2005 

$15,940 
4,393 

934 
2,740 

— 
(910) 
(986) 

— 

Benefits 

2004 

$11,256 
3,653 

719 
572 
— 

(260) 
— 
— 

Other 
Postretirement 

Benefits 

2005 

$2,964 
81 
70 
76 
64 

(80) 
(3.575) 

400 

2004 

$ 2,467 
165 
153 
205 
60 

(86) 
— 
— 

$22,111 $15,940 $ $2,964 

$14,969 
20 
— 

9,025 
(910) 

$23,104 

$ 994 
— 

4,067 

$10,921 
808 

— 
3,500 

(260) 

$14,969 

$ (971) 
33 

2,006 

$ 

$_ 

$ 

— 
— 
64 
16 

(80) 

— 

_ 

— 
— 

$ -
— 
60 
26 

(86) 

$ -

$(2,964) 
1,003 

472 

$ 5,061 $ 1.068 $ S(l,489) 

We estimate the following benefit payments, which reflect expected future service, as appropriate, will be paid (in thousands): 

Other 
Pension Postretirement 
Benefits Benefits 

2006 $22,360 
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Plan Assets 

We employed a total return investment approach whereby a mix of equities and fixed income investments were used to maximize the 

long-term return of plan assets for a prudent level of risk. Risk tolerance was established through careful consideration of plan liabilities, 

plan funded status and corporate financial condition. The investment porfj'olio contained a diversified blend of equity and fixed-income 

investments. Furthermore, equity investments were diversified across U.S. and non-U.S. stocks, both growth and value equity style, and 

small, mid and large capitalizations. Investment risk and return parameters were reviewed and evaluated periodically to ensure com

pliance with stated investment objectives and guidelines. This comprehensive review incorporated investment portfolio performance, 

annual liability measurements and periodic asset/liability studies. 

The following table sets forth the weighted average asset allocations for the retirement plans and other postretirement benefit plans 

as of December 31, 2005 and 2004, by asset category (in thousands): 

December 31 , 
Asset Category 

Equity securities 

Debt securities 

Other (money market and cash) 

Totai 

We do not expect to make further contributions to our retirement plans and other postretirement benefrt plans in 2006. 

2005 

— 
— 

100% 

100% 

2004 

6396 
35% 
2% 

' 100% 

l» 

p 

other Plans 

DEFS also sponsored an employee savings plan, which covered substantially all employees. Effective February 24, 2005, in con

junction with the change in ownership of our General Partner, our participation in this plan ended. Plan contributions on behalf of the 

Company of $0.9 million, $3.5 million and $3.2 million were recognized for the period January 1, 2005 through February 23, 2005, and 

during the years ended December 31 , 2004 and 2003, respectively. 

Note 16. Commitments and Contingencies 

Litigation 

In the fall of 1999 and on December 1, 2000, the General Partner and the Partnership were named as defendants in two separate 

lawsuits in Jackson County Circurt Court, Jackson County, Indiana, styled Ryan E. McCleery and Marcia S. McCleery, et al. v. Texas East

ern Corporation, et af. (including the General Partner and Partnership) and Gilbert Richards and Jean Richards v. Texas Eastern Corpo

ration, et ai. (including the General Partner and Partnership). In both cases, the plaintiffs contend, among other things, that we and other 

defendants stored and disposed of toxic and hazardous substances and hazardous wastes in a manner that caused the materials to be 

released into the air, soil and water. They further contend that the release caused damages to tiie plaintttfs. In ttieir complaints, the plain

tiffs allege sfrict liability for both personal injury and property damage together with gross negligence, continuing nuisance, trespass, 

criminal mischief and loss of consortium. The plaintiffs are seeking compensatory, punitive and treble damages. On January 27, 2005, we 

entered into Release and Settlement Agreements with the McCleery plaintiffs and the Richards plaintiffs dismissing all of these plaintiffs' 

claims on terms that did not have a material adverse effect on our financial posrtion, results of operations or cash fiows. Although we did 

not settle with ali plaintiffs and we therefore remain named parties in the Ryan E. McCleery and Marcia S. McCleery, et al. v. Texas East

ern Corporation, et al. action, a co-defendant has agreed to indemnify us for all remaining claims asserted against us. Consequentiy, we 

do not believe that the outcome of these remaining claims will have a material adverse effect on our financial position, results of oper

ations or cash flows. 

On December 21, 2001, TE Products was named as a defendant in a lawsurt in the 10th Judicial District, Natchitoches Parish, Louisi

ana, styled Rebecca L Grisham et al. v. TE Products Pipeline Company, Umited Partnership. In this case, the plaintiffs contend that our 

pipeline, which crosses the plaintiffs' property, leaked toxic products onto their properiy and, consequently caused damages to them. We 

have filed an answer to the plaintiffs' petition denying the allegations, and we are defending ourselves vigorously against the lawsurt. The 

plaintiffs have not stipulated the amount of damages they are seeking in the surt; however, this case is covered by insurance. We do not 

believe that the outcome of this lawsuit will have a material adverse effect on our financial position, results of operations or cash flows. 

On April 2, 2003, Centennial was served with a petition in a matter styled Adams, et a/, v. Centennial Pipeline Company LLC, et al. 

This matter involves approximately 2,000 plaintiffs who allege that over 200 defendants, including Centennial, generated, transported, 

and/or disposed of hazardous and toxic waste at two sites in Bayou Sorrell, Louisiana, an underground injection well and a landfill. The 
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plaintiffs allege personal Injuries, allergies, birth defects, cancer and death. The underground injection well has been in operation since 

May 1976. Based upon current information, Centennial appears to be a de minimis contributor, having used the disposal site during the 

tiwo month time period of December 2001 to January 2002. Marathon has been handling this matter for Centennial under rts operating 

agreement with Centennial. TE Products has a 50% ownership interest in Centennial. On November 30, 2004, the court approved a class 

setiilement. The time period for parties to appeal this settlement expired in March 2005, and the class settlement became final. The 

terms of the settlement did not have a material adverse effect on our financial posrtion, results of operations or cash flows. 

In May 2003, the Genera! Partner was named as a defendant in a lawsurt styled John R. James, et al. v. J Graves Insulation Com

pany, et al. as filed in the first Judicial District Court, Caddo Parish, Louisiana. There are numerous plaintiffs identified in tiie action that 

are alleged to have suffered damages as a resurt of alleged exposure to asbestos-containing products and materials. According to the 

petition and as a result of a preliminary investigation, the General Partner believes that the only claim asserted against rt results from one 

individual for the period from July 1971 through June 1972, who is alleged to have worked on a facility owned by the General Partner's 

predecessor. This period represents a small portion of the total alleged exposure period from January 1964 through December 2001 for 

this individual. The individual's claims involve numerous employers and alleged job sites. The General Partner has been unable to confirm 

involvement by the General Partner or its predecessors with tiie alleged location, and rt is uncertain at ttiis time whether this case is cov

ered by insurance. Discovery is planned, and the General Partner intends to defend itself vigorously against this lawsuit. The plaintiffs 

have not stipulated the amount of damages that they are seeking in this suiL We are obligated to reimburse the General Partner for any 

costs rt incurs related to this lawsurt. We cannot estimate tiie loss, if any, associated with this pending lawsurt. We do not believe that tiie 

outcome of tiiis lawsurt will have a material adverse effect on our financial position, results of operations or cash flows. 

On August 5, 2005, we were named as a third-party defendant in a matter styled ConocoPhillips, et aL v. BP Amoco Seaway Prod

ucts Pipeline Company as filed in the 55* Judicial District of Harris County, Texas. ConocoPhillips alleges a right to indemnity from BP 

Amoco Seaway Products Pipeline Company ("BP Amoco") for tax liability incurred by ConocoPhillips as a resurt of ttie reverse merger of 

Seaway Pipeline Company (the "Original Seaway Partnership"). The reverse merger ofthe Ohginal Seaway Partnership was undertaken in 

preparation for our purchase of ARCO Pipe Line Company pursuant to the Amended and Restated Purchase Agreement (the "Purchase 

Agreement") dated May 10, 2000, between us and Atiantic Richfield Company. BP Amoco has claimed a right to indemnity from us under 

the Purchase Agreement should BP Amoco have any indemnity liability to ConocoPhillips. ConocoPhillips alleges the income tax liability to 

be approximately $4.0 million. On January 20, 2006, we entered into a settlement agreement witti BP Amoco dismissing and resolving all 

of BP Amoco's claims. The terms of the settlement did not have a material adverse effect on our financial posrtion, results of operations 

or cash flows. 

In 1991, we were named as a defendant in a matter styled Jimmy R. Green, et ah v. Cities Service Refinery, et a i as filed in the 26* 

Judicial Disfrict Court of Bossier Parish, Louisiana. The plaintiffs in this matter reside or formerly resided on land that was once the srte of 

a refinery owned by one of our co-defendants. The former refinery is located near our Bossier City facility. Plaintiffs have claimed personal 

injuries and property damage arising from alleged contamination of the refinery property. The plaintiffs have recentiy pursued certification 

as a class and have significantly increased tiieir demand to approximately $175.0 million. This revised demand includes amounts for envi

ronmental restoration not previously claimed by the plaintiffs. We have never owned any interest in the refinery property made the basis of 

this action, and we do not believe that we contributed to any alleged contamination of this property. While we cannot predict the ultimate 

outcome, we do not believe that the outcome of this lawsuit will have a material adverse effect on our financial position, resurts of oper

ations or cash flows. 

In addition to the litigation discussed above, we have been, in the ordinary course of business, a defendant in various lawsuits and a 

party to various other legal proceedings, some of which are covered in whole or in part by insurance. We believe that the outcome of 

these lawsurts and other proceedings will not individually or in the aggregate have a future material adverse effect on our consolidated 

financial position, results of operations or cash fiows. 

Regulatory Matters 

Our operations are subject to federal, state and local laws and regulations governing the discharge of materials into the environment 

and various safety matters. Failure to comply with these laws and regulations may result in the assessment of administrative, civil and 

criminal penarties, imposition of injunctions delaying or prohibiting certain activities and the need to perfomi investigatory and remedial 

activities. We believe our operations have been and are in material compliance with applicable environmental and safety laws and regu

lations, and that compliance with existing environmental laws and regulations are not expected to have a material adverse effect on our 

competitive position, financial positions, results of operations or cash fiows. However, hsks of significant costs and liabilrties are inherent 

in pipeline operations, and we cannot assure that significant costs and liabilities will not be incurred. Moreover, it is possible that other 

developments, such as increasingly strict environmental and safety laws and regulations and enforcement policies thereunder, and claims 
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for damages to property or persons resulting from our operations, could result in substantial costs and liabilities to us. At December 31 , 

2005 and 2004, we have an accrued liability of $2.4 million and $5.0 million, respectively, related to srtes requiring environmental 

remediation activities. 

On March 26, 2004, a decision in ARCO Products Co., et ai. v. SFPP. Docket OR96-2-000, was issued by the FERC, which rnade 

several significant determinations with respect to finding "changed circumstances" under the Energy Policy Act of 1992 CEP Acf). The 

decision largely clarrties, but does not fully quantify, the standard required for a complainant to demonstrate that an oil pipeline's rates 

are no longer subject to the rate protection of the EP Act by demonstrating that a substantial change in circumstances has occun-ed 

since 1992 with respect to the basis of the rates being challenged. In the decision, the FERC found that a limited number of rate elements 

will significantly affect the economic basis for a pipeline company's rates. The elements identified in the decision are volume changes, 

allowed total return and total cost-of-service (including major cost elements such as rate base, tax rates and tax allowances, among 

others), The FERC did reject, however, the use of changes In tax rates and income tax allowances as stand-alone factors. Judicial review 

of that decision, which has been sought by a number of parties to the case, is currently pending before the U.S. Court of Appeals for tiie 

Disfrict of Columbia Circuit. We have not yet determined the impact, if any, that the decision, if rt is ultimately upheld, would have on our 

rates rt they were reviewed under the criteria of this decision. 

On July 20, 2004, the Disfrict of Columbia Circurt issued an opinion in BP West Coast Products LLC v. FERC. In reviewing a series of 
orders involving SFPP, L.P., the court held among other things that the FERC had not adequately justified its policy of providing an oil pipe
line limited partnership with an income tax allowance equal to the proportion of its income attributable to partnership interests owned by 
corporate partners. Under the FERC's initial ruling, SFPP, L.P. was permitted an income tax allowance on rts cost-of-service filing for the 
percentage of its net operating (pre-tax) income attributable to partnership units held by corporations, and was denied an income tax 
allowance equal to the percentage attributable to partnership unrts held by non-corporate partners. The court remanded the case back to 
the FERC for further review. As a resurt of the court's remand, on May 4, 2005, the FERC issued rts Policy Statement on Income Tax 
Allowances, which permrts regulated partnerships, limited liability companies and other pass-through entities an income tax allowance on 
their income attributable to any owner that has an actual or potential income tax liability on that income, regardless whether the owner is 
an individual or corporation. If there is more ttian one level of pass-through entrties, the regulated company income must be traced to 
where the urtimate tax liability lies. The Policy Statement is to be applied in individual cases, and the regulated entity bears the burden of 
proof to establish the tax status of rts owners. On December 16, 2005, the FERC issued the first of those decisions, in an order involving 
SFPP (the "SFPP Order"). The SFPP Order confirmed ttiat an MLP is entitled to a tax allowance wrth respect to partnership income for 
which there is an "actual or potential income tax liability" and determined that a unitholder that is required to file a Form 1040 or Forni 
1120 tax return that includes partnership income or loss is presumed to have an actual or potential income tax liability sufficient to sup
port a tax allowance on that partnership income. The FERC also established certain other presumptions, including ttiat corporate unittiold-
ers are presumed to be taxed at the maximum corporate tax rate of 35% while individual unitholders (and certain other types of 
unitholders taxed like individuals) are presumed to be taxed at a 28% tax rate. The SFPP Order remains subject to furtiier administrative 
proceedings (including compliance filings by SFPP and possible rehearing requests), as well as potential judicial review. The ultimate 
outcome of the FERC's inquiry on income tax allowance should not affect our current rates and rate sfructure because our rates are not 
based on cost-of-service methodology. However, the outcome of the income tax allowance would become relevant to us should we 
(i) elect in the future to use cost-of-service to support our rates, or (ii) be required to use such metiiodology to defend our indexed rates. 

In 1994, the Louisiana Department of Environmental Quality ("LDEQ") issued a compliance order for environmental contamination at 
our Arcadia, Louisiana, facility. In 1999, our Arcadia facility and adjacent terminals were directed by tiie Remediation Services Division of 
the LDEQ to pursue remediation of this contamination. Effective March 2004, we executed an access agreement wrth an adjacent 
indusfrial landowner who is located upgradient of the Arcadia facility. This agreement enables the landowner to proceed witti remediation 
activities at our Arcadia facilrty for which rt has accepted shared responsibility. At December 31, 2005, we have an accrued liability of 
$0.2 million for remediation costs at our Arcadia facility. We do not expect ttiat the completion of the remediation program proposed to 
the LDEQ will have a future material adverse effect on our financial position, results of operations or cash fiows. 

On March 17, 2003, we experienced a release of 511 barrels of jet fuel from a storage tank at our Blue Island terminal located in 
Cook County, Illinois. As a resurt of the release, we have entered into an Agreed Order with tiie State of Illinois, which required us to 
conduct an environmental investigation. At this time, we have complied with the terms of the Agreed Order, and the results ofthe 
environmental investigation indicated there were no soil or groundwater impacts from the release. On August 30, 2005, a final settlement 
was reached with the State of Illinois. The settlement included the payment of a civil penalty of $0.1 miillon and the requirement that we 
make certain modifications to the equipment of tiie facility, none of which are expected to have a material adverse effect on our financial 
posrtion, results of operations or cash flows. 
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On July 22, 2004, we experienced a release of approximately 12 barrels of jet fuel from a sump at our Lebanon, Ohio, terminal. The 

released jet fuel was contained witiiin a storm water retention pond located on the terminal property. Six migratory waterfowl were 

affected by the jet fuel and were subsequently euthanized by or at the request of the United States Fish and Wildlife Service ("USFWS"). 

On October 1, 2004, the USFWS served us wrth a Notice of Violation, alleging that we violated 16 USC 703 of the Migratory Bird Treaty 

Act for the "take[ing] of migratory birds by illegal methods." On February 7, 2005, we entered into a Memorandum of Understanding with 

the USFWS, settling all aspects of this matter. The terms of this settiement did not have a material effect on our tinancial position, results 

of operations or cash fiows. 

On July 27, 2004, we received notice from the United States Department of Justice ("DOJ") of rts intent to seek a civil penalty 

against us related to our November 21 , 2001, release of approximately 2,575 barrels of jet fuel from our \AAnt± diameter pipeline 

located in Orange County, Texas. The DOJ, at the request of the Environmental Protection Agency, is seeking a civil penalty against us for 

alleged violations of the Clean Water Act ("CWA") arising out of this release. We are in discussions with the DOJ regarding this matter and 

have responded to its request for additional information. The maximum statutory penalty proposed by the DOJ for this alleged violation of 

the CWA is $2.1 million. We do not expect any civil penalty to have a material adverse effect on our financial position, resufts of oper

ations or cash fiows. 

On September 18, 2005, a propane release and fire occurred at our Todhunter facility, near Middletown, Ohio. The incident resulted 

in the deatii of one of our employees. There were no other injuries. On or about February 22, 2006, we received verbal notrtication from a 

representative of the Occupational Safety and Health Administration that they intend to serve us with a citation arising out of this incident 

At this time, we have not received any citation, and we cannot predict wrth certainty the amount of any fine or penalty associated with any 

such citation; however, we do not expect any fine or penalty to have a material adverse effect on our financial position, results of oper

ations or cash flows. 

Rates of interstate petroleum products and crude oil pipeline companies, like us, are currentiy regulated by the FERC primarily 

through an index metiiodology, which allows a pipeline to change rts rates based on the change from year to year in the Producer Price 

Index for finished goods ("PPl Index"). Effective as of February 24, 2003, FERC Order on Remand modified the PPl Index from PPl - 1% to 

PPL On April 22, 2003, several shippers filed a petition in the United States Court of Appeals for tiie District of Columbia Circurt (the 

"Court"), Flying J. Inc,. Lion Oil Company, Sinclair Oil Corporation and Tesoro Refining and Marketing Company vs. Federal Energy Regu

latory Commission; Docket No. 03-1107, seeking a review of whether the FERC's adoption of the PPl Index was reasonable and sup

ported by the evidence. On April 9, 2004, tfie Court handed down a decision denying the shippers' petition for review, stating the shippers 

failed to establish that any of the FERC's methodological choices (or combination of choices) were both erroneous and harmful. 

As an alternative to using the PPl Index, interstate petroleum products and crude oil pipeline companies may elect to support rate 

filings by using a cost-of-service methodology, competitive market showings ("Market- Based Rates") or agreements between shippers 

and petroleum products and crude oil pipeline companies Uiat the rate is acceptable. 

Other 

Centennial entered into credit facilities totaling $150.0 million, and as of December 31 , 2005, $150.0 million was outstanding under 

those credit facilities. TE Products and Maratfion have each guaranteed one-half of the repayment of Centennial's outstanding debt bal

ance (plus interest) under a long-term credrt agreement, which expires in 2024, and a short-term credrt agreement, which expires in 

2007. The guarantees arose in order for Centennial to obtain adequate financing, and the proceeds of the credrt agreements were used 

to fund construction and conversion costs of rts pipeline system. Prior to the expiration of the long-term credrt agreement, TE Products 

could be relinquished from responsibility under the guarantee should Centennial meet certain financial tests. If Centennial defautis on its 

outstanding balance, the estimated maximum potential amount of ftjture payments for TE Products and Marathon is $75.0 million each at 

December 31 , 2005. 

TE Products, Maratiion and Centennial have entered into a limited cash call agreement, which allows each member to contribute 

cash in lieu of Centennial procuring separate insurance in the event of a third-party liability arising from a catastrophic event. There is an 

indetinrte term for the agreement and each member is to confribute cash in proportion to rts ownership interest, up to a maximum of 

$50.0 million each. As a result of the catastrophic event guarantee, TE Products has recorded a $4.6 million obligation, which represents 

the present value of the estimated amount that we would have to pay under the guarantee. If a catastrophic event were to occur and we 

were required to confribute cash to Centennial, confributions exceeding our deductible might be covered by our insurance. 

One of our subsidiaries, TCO, has entered into master equipment lease agreements with finance companies for the use of various 

equipment. We have guaranteed the full and timely payment and performance of TCO's obligations under the agreements. Generally, 

events of defaurt would trigger our performance under the guarantee. The maximum potential amount of future payments under tiie 
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guarantee is not estimable, but would include base rental payments for both current and future equipment, stipulated loss payments in the 

event any equipment is stolen, damaged, or destroyed and any future indemnity payments. We carry insurance coverage that may offset 

any payments required under the guarantees. 

On February 24, 2005, the General Partner was acquired from DEFS by DFl. The General Partner owns a 2% general partner Interest 

in us and Is the general partner of tiie Partnership. On March 11, 2005, the Bureau of Competition of the Federal Trade Commission 

("FTC") delivered written notice to DFI's legal advisor that rt was conducting a non-public investigation tx) determine whether DFI's acquis

rtion of the General Partner may substantially lessen competrtion. The General Partner is cooperating fully with this investigation. 

Substantially all of the petroleum products that we transport and store are owned by our customers. At December 3 } , 2005, TCTM 

and TE Products had approximately 4.0 million barrels and 22.5 million barrels, respectively, of products in their custody that was owned 

by customers. We are obligated for the transportation, storage and delivery of such products on behalf of our customers. We maintain 

insurance adequate to cover product losses through circumstances beyond our control. 

We carry insurance coverage consistent with the exposures associated with the nature and scope of our operations. Our current 

insurance coverage includes (1) commercial general liability insurance for liabilrties to third parties for bodily injury and property damage 

resulting from our operattons; (2) workers' compensation coverage to required statutory limits; (3) automobile liability insurance for all 

owned, non-owned and hired vehicles covering liabilities to third parties for bodily injury and property damage, and (4) property insurance 

covering the replacement value of all real and personal property damage. Including damages arising from earthquake, flood damage and 

business interruption/extra expense. For select assets, we also carry pollution liabilrty insurance that provides coverage for historical and 

gradual pollution events. All coverages are subject to certain deductibles, limrts or sub-limits and policy terms and conditions. 

We also maintain excess liability insurance coverage above the established primary limits for commercial general liability and automo

bile liability insurance. Limrts, terms, condrtions and deductibles are commensurate with the nature and scope of our operations. The cost 

of our general insurance coverages has increased over the past year reflecting the changing condrtions of the insurance markets. These 

insurance policies, except for the pollution liability policies, are through EPCO (see Note 7). 

Note 17. Segment Information 

We have three reporting segments; 

• Our Downsfream Segment, which is engaged in the transportation and storage of refined products, LPGs and pefrochemicals; 

• Our Upsfream Segment, which is engaged in tiie gathering, fransportation, marketing and storage of crude oil and distribution of 

lubrication oils and specialty chemicals; and 

• Our Midstream Segment, which is engaged in the gathering of natural gas, fractionation of NGLs and transportation of NGLs. 

The amounts indicated below as "Partnership and Other" relate primarily to intersegment eliminations and assets that we hold that 

have not been allocated to any of our reporting segments. 

Our Downstream Segment revenues are earned from transportation and storage of refined products and LPGs, intrastate trans

portation of pefrochemicals, sale of product inventory and other ancillary services. The tiwo largest operating expense items of the Down

stream Segment are labor and electric power. We generally realize higher revenues during tfie first and fourth quarters of each year since 

our operations are somewhat seasonal. Refined products volumes are generally higher during the second and third quarters because of 

greater demand for gasolines during the spring and summer driving seasons. LPGs volumes are generally higher from November through 

March due to higher demand for propane, a major fuel for residential heating. Our Downstream Segment also includes the results of 

operations of the northern portion of the Dean Pipeline, which transports, refinery grade propylene from Mont Belvieu to Point Comfort, 

Texas. Our Downstream Segment also includes our equity investments tn Centennial and MB Storage (see Note 6). 

Our Upstream Segment revenues are earned from gathering, transportation, marketing and storage of crude oil and disfribution of 

lubrication oils and specialty chemicals, principally in Oklahoma, Texas, New Mexico and the Rocky Mountain region. Marketing operations 

consist primarily of aggregating purchased crude oil along our pipeline systems, or from tiiird party pipeline systems, and arranging the 

necessary transportation logistics for the ultimate sale of the crude oil to local refineries, marketers or other end users. Our Upstream 

Segment also includes our equity investment in Seaway. Seaway consists of large diameter pipelines that transport crude oil from Sea

way's marine terminals on the U.S. Gulf Coast to Gushing, Oklahoma, a crude oil disfribution point for tfie cenfral United States, and to 

refineries in the Texas City and Houston areas. 

Our Midstream Segment revenues are earned from the fractionation of NGLs in Colorado, transportation of NGLs from two trunkline 

NGL pipelines in South Texas, two NGL pipelines in East Texas and a pipeline system (Chaparral) from West Texas and New Mexico to 

Mont Belvieu; the gathering of natural gas in the Green River Basin in soutiiwestern Wyoming, through Jonah, and the gathering of CBM 
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and conventional natural gas in the San Juan Basin in New Mexico and Colorado, tiirough Val Verde. On March 31 , 2006, we sold our 

ownership interest in the Jonah Pioneer silica gel natural gas processing plant located near Opal, Wyoming to an affiliate of Enterprise for 

$38.0 million in cash (see Note 5 in the Notes to the Consolidated Financial Statements). Operating resurts of ttie Pioneer plant for the 

years ended December 31 , 2005 and 2004 are shown as discontinued operations. 

The tables below include financial information by reporting segment for the years ended December 31 , 2005, 2004 and 2003 (in 

thousands): 

Year Ended December 31 , 2005 

Sales of petroleum products 

Operating revenues 

Purchases of petroleum products 

Operating expenses, including power 

Depreciation and amortization expense 

Gains on sales of assets 

Operating income 

Equity earnings (losses) 

Other income, net 

Earnings before interest from continuing 

operations 

Discontinued operations 

Earnings before interest 

Sales of petroleum products 

Operating revenues 

Purchases of pefroleum products 

Operating expenses, including power 

Depreciation and amortization expense 

Gains on sales of assets 

Operating income 

Equity earnings (losses) 

Other income, net 

Earnings before interest from continuing 

operations 

Discontinued operations 

Earnings before interest 

Downstream 
Segment 

$ -
287,191 

— 
159,784 

39.403 

(139) 

88,143 

(2,984) 

755 

85,914 

_ 

$ 85,914 

Downstream 
Segment 

(as restated) 

$ -
279,400 

— 
165,528 

43,135 

(526) 

71,263 

(6,544) 

787 

65,506 

— 

$ 65,506 

Upstream 
Segment 

$8,062,131 

48,108 

7,989,682 

70,340 

17,161 

(118) 

33,174 

23,078 

156 

56,408 

— 

S 56,408 

Midstream 
Segment 

$ -
211.171 

— 
58,701 

54,165 

(411) 

98,716 

— 
224 

98,940 

3,150 

$102,090 

Segments 
Totai 

$8,062,131 

546,470 

7,989,682 

288,825 

110,729 

(668) 

220,033 

20,094 

1,135 

241,262 

3.150 

$ 244.412 

Partnership 
and Other 

$ (323) 

(3,244) 

(3,244) 

(323) 

— 
— 

— 
— 
— 

— 
— 

$ -

Year Ended December 31,2004 

Upstream 
Segment 

(as restated) 

$5,426,832 

49,163 

5,370,234 

60,893 

13,130 

(527) 

32,265 

28,692 

406 

61,363 

— 

$ 61,363 

JVHdstream 
Segment 

$ 
195,902 

_ 
58,967 

56.019 

80,916 

— 
127 

81,043 

2,689 

$ 83,732 

Segments 
Totai 

(as restated) 

$5,426,832 

524,465 

5.370,234 

285,388 

112,284 

(1.053) 

184,444 

22,148 

1,320 

207,912 

2,689 

$ 210.601 

Partnership 
and Otiier 

$ -
(3,207) 

(3,207) 

— 
— 
— 
— 
— 
— 

— 
— 

$ -

Consolidated 

$8,061,808 

543,226 

7.986,438 

288,502 

110,729 

(668) 

220.033 

20.094 

1,135 

241,262 

3,150 

$ 244,412 

Consolidated 
(as restated) 

$5,426,832 

521,258 

5,367,027 

285,388 

112,284 

(1,053) 

184,444 

22,148 

1,320 

207,912 

2,689 

$ 210,601 
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Year Ended December 31 , 2003 

Downstream 
Segment 

Upstream 
Segment 

•Midstream 
Segment 

Segments 
Totaf 

Partnership 
ancH Otiier Consolidated 

Sales of pefroleum products 

Operating revenues 

Purchases of pefroleum products 

Operating expenses, including power 

Depreciation and amortization expense 

Gain on sale of assets 

Operating income 

Equity earnings (losses) 

Other income, net 

Earnings before interest 

restated) 
— 

266,427 
— 

151,103 
31,620 

— 

(as restated) 
$3,766,551 

39,564 
3,713,122 

57,314 
11,311 
(3,948) 

$ 
185,105 

— 
47,020 
57,797 

(as restated) 
$3,766,651 

491,096 
3,713,122 

255,437 
100,728 

(3,948) 

$ -
(1,915) 
(1,915) 

— 
_ 
— 

(as restated) 
$3,766,651 

489,181 
3.711.207 

255,437 
100,728 

(3,948) 

83,704 
(7,384) 

226 

28,416 
20,258 

306 

80,288 

289 

192,408 
12,874 

821 (73) 

192,408 
12,874 

748 

$ 76,546 $ 48,980 $ 80,577 $ 206,103 $ (73) $ 206,030 

The following table provides the total assets, capital expendrtures and significant non-cash investing activities for each segment as of 

and for the years ended December 31 , 2005, 2004 and 2003 (in ttiousands): 

p 

December 31, 2005: 

Total assets 

Caprtal expendrtures 

Non-cash investing activities 

December 31, 2004 (as restated): 

Total assets 

Caprtal expenditures 

Caprtal expenditures for 

discontinued operations 

December 31 , 2003 (as restated): 

Total assets 

Capital expenditures 

Capital expenditures for 

discontinued operations 

Non-cash investing activities 

Downstream 
Segment 

$1,055,217 

58,609 

1,429 

$ 959,042 

80,930 

— 

$ 911,184 

59,061 

— 

61,042 

Upstream 
Segment 

$1,353,492 

40,954 

— 

$1,069,007 

37,448 

— 

$ 833,723 

13,427 

— 
— 

Midstream 
Segment 

$1,280,548 

119.837 
_ 

$1,184,184 

37,677 

7,398 

$1,194,844 

54,072 

13,810 
— 

Segments 
Totai 

$3,690,257 

219,400 

1.429 

$3,212,233 

156.055 

7,398 

$2,939,751 

126,560 

13,810 

61,042 

Partnership 
and Ottier 

$ (9,719) 

1,153 
~ . 

$(25,949) 

694 

— 

$ (5,271) 

147 

_ 
— 

Consolidated 

$3,680,538 

220,553 

1,429 

$3,186,284 

156,749 

7,398 

$2,934,480 

126,707 

13,810 

61,042 

The following table reconciles the segments total earnings before interest to consolidated net income for the three years ended 

December 31, 2005, 2004 and 2003 (in thousands): 

Years Ended December 31, 

2005 2004 2003 

Earnings before interest 

Interest expense—net 

Net income 

$244,412 

(81,861) 

(as restated) 

$210,601 

(72,053) 

(as restated) 

$206,030 

(84,250) 

$162,551 $138,548 $121,780 

P 

Note 18. Comprehensive Income 

SFAS No. 130, Reporting Comprehensive Income requires certain items such as foreign currency translation adjustments, minimum 

pension liability adjustments and unrealized gains and losses on cerisin investments to be reported in a tinancial statement. As of and for 

the year ended December 31 , 2005, the components of comprehensive income were due to crude oil hedges. The crude oil hedges 

mature in December 2006. While the crude oil hedges are in effect, changes in the fair values of the crude oil hedges, to the extent the 

hedges are effective, are recognized in other comprehensive income until they are recognized in net income in future periods. As of and 

for the year ended December 31, 2004, the components of comprehensive income were due to tiie interest rate swap related to our 

variable rate revolving credrt facility, which was designated as a cash fiow hedge. The interest rate swap matured in April 2004. While the 

interest rate swap was in effect, changes in the fair value of the cash flow hedge, to the extent the hedge was effective, were recognized 

in other comprehensive income until the hedge interest costs were recognized in net income. 
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The accumulated balance of other comprehensive income related to our cash fiow hedges is as follows (in thousands): 

Balance at December 31 , 2002 (as restated) 

Reclassification due to discontinued portion of cash flow hedge 

Transferred to earnings 

Change in fair value of cash flow hedge 

Balance at December 31, 2003 (as restated) 

Transferred to earnings 

Change in fair value of cash flow hedge 

Balance at December 31 , 2004 (as restated) 

Changes in fair values of crude oil cash fiow hedges 

Balance at December 3 1 , 2005 

$(20,055) 
989 

14,417 
1,747 

$ (2,902) 
2,939 

(37) 

$ -
U 

S 11 

Note 19. Supplemental Condensed Consolidating Financial Information 

Our significant operating subsidiaries, TE Products Pipeline Company, Limited Partnership, TCTM, L.P., TEPPCO Midstream Compa

nies, L.P., Jonah Gas Gathering Company and Val Verde Gas Gathering Company, L.P., have issued unconditional guarantees of our debt 

securities. The guarantees are full, uncondrtional, and joint and several. TE Products Pipeline Company, Limrted Partnership, TCTM, L.P., 

TEPPCO Midstream Companies, L.P., Jonah Gas Gathering Company and Val Verde Gas Gathering Company, L.P. are collectively referred 

to as the "Guarantor Subsidiaries." 

The following supplemental condensed consolidating financial information reflects our separate accounts, the combined accounts of 

the Guarantor Subsidiaries, the combined accounts of our other non-guarantor subsidiaries, the combined consolidating adjustments and 

eliminations and our consolidated accounts for the dates and periods indicated. For purposes of the following consolidating information, 

our investments in our subsidiaries and the Guarantor Subsidiaries' investments in tiieir subsidiaries are accounted for under the equrty 

method of accounting. 

December 31, 2005 

Assets 

Current assets 

Property, plant and equipment—net 

Equity investments 

Intercompany notes receivable 

Intangible assets 

Other assets 

Total assets 

Liabilrties and partners' caprtal 

Current liabilrties 

Long-term debt 

Intercompany notes payable 

Other long term liabilities 

Total partners' capital 

Total liabilities and partners' capital 

TEPPCO 
Partners, L.P. 

$ 40,977 

— 
1,201,388 

1,134,093 

— 
5,532 

$2,381,990 

$ 43,236 

1,135,973 
— 

1,422 

1,201,359 

$2,381,990 

Guarantor 
Subsidiaries 

$ 107,692 

1,335,724 

461,741 
__ 

345.005 

22.170 

$2,272,332 

$ 140,743 

389,048 

635,263 

14,564 

1,092,714 

$2,272,332 

Non-Guarantor 
Subsidiaries 

[m thousands) 

$ 789,486 

624,344 

202,343 

— 
31,903 

57,075 

$1,705,151 

$ 793,683 

— 
498,832 

950 
411.686 

$1,705,151 

Consolidating 

$ (39,026) 
_ 

(1,505,816) 

(1.134,093) 

— 
— 

$(2,678,935) 

$ (40,451) 
__ 

(1,134,095) 

— 
(1,504,389) 

$(2,678,935) 

TEPPCO 
Partners, L.P. 
Consolidated 

$ 899,129 

1,960,068 

359,656 

— 
376,908 

84,777 

$3,680,538 

$ 937,211 

1,525,021 

— 
16,936 

1,201,370 

$3,680,538 
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December 31, 2004 (as restated) 

Assets 

Current assets 

Property, plant and equipment—net 
Equity investments 

Intercompany notes receivable 

intangible assets 

Other assets 

Total assets 

Liabilities and partners' capital 

Current liabilrties 

Long-term debt 

Intercompany notes payable 

Other long term liabilrties 

Total partners' capital 

Total liabilities and partners' capital 

p Operating revenues 

Costs and expenses 

Gains on sales of assets 

Operating income 

Interest expense—net 

Equity earnings 

Other income—net 

Income from continuing operations 

Discontinued operations 

Net income 

p 

Operating revenues 

Costs and expenses 

Gains on sales of assets 

Operating income 

Interest expense—net 

Equrty earnings 

Other income—net 

Income from continuing operations 

Discontinued operations 

Net income 

TEPPCO 
Partners. L.P. 

$ 44,125 

— 
1,011,131 

1.084,034 

— 
5,980 

$2,145,270 

$ 45,255 

1.086,909 

— 
2,003 

1,011,103 

$2,145,270 

TEPPCO 
Partners, L.P. 

$ -
— 
— 

— 

— 
162.551 

— 

162,551 

— 

$162,551 

TEPPCO 
Partners, L.P. 

$ 
— 
— 

— 

— 
138,548 

— 

138,548 

— 

$138,548 

Guarantor 
Subsidiaries 

$ 85,992 

1,211,312 

420.343 

— 
372,621 

22,183 

$2,112,451 

$ 142,513 

393,317 

676.993 

9,980 

889,648 

$2,112,451 

Non-Guarantor 
Subsidiaries 

(in thousands) 

$ 576,365 

492,390 

202,326 

— 
34,737 

40,200 

$1,346,018 

$ 556,474 

_ 
407,040 

1,660 

380,844 

$1,346,018 

Consolidating 
Adjustments 

$ (62,928) 

— 
(1,270,493) 

(1,084,034) 

— 
— 

$(2,417,455) 

$ (62,930) 

— 
(1,084,033) 

— 
(1,270.492) 

$(2,417,455) 

Year Ended December 31 , 2005 

Guarantor 
Subsidiaries 

$439,944 

285,072 

(551) 

155,423 

(54,011) 

57,088 

901 

159.401 

3,150 

$152,551 

Non-Guarantor 
Subsidiaries 

(in thousands) 

$8,168,657 

8,104.164 

(117) 

64,610 

(27,850) 

23,078 

234 

60,072 

— 

$ 60,072 

Consolidating 
Adjustments 

$ (3,567) 

(3,567) 

— • 

— 

— 
(222,623) 

— 

(222,623) 

— 

$(222,623) 

Year Ended December 31, 2004 (as restated) 

Guarantor 
Subsidiaries 

$420,060 

294,155 

(526) 

126,431 

(48,902) 

57,454 

876 

135,859 

2,689 

$138,548 

Non-Guarantor 
Subsidiaries 

(in thousands) 

$5,531,237 

5,473,751 

(527) 

58,013 

(23,151) 

28,692 

444 

63,998 

— 

$ 63,998 

Consolidating 
Adjustments 

$ (3,207) 

(3,207) 

— 
_ 

— 
(202,546) 

— 

(202,546) 

— 

$(202,546) 

TEPPCO 
Partners, L.P. 
Consolidated 

$ 643,554 

1,703,702 

363.307 

— 
407,358 

68,363 

$3,186,284 

$ 681,312 

1,480,226 

__ 
13,643 

1,011,103 

$3,186,284 

TEPPCO 
Partners, LP. 
Consolidated 

$8,605,034 

8,385,669 

(668) 

220,033 

(81,861) 

20,094 

1,135 

159,401 

3,150 

$ 162,551 

TEPPCO 
Partners, L.P. 
Consolidated 

$5,948,090 

5,764,699 

(1,053) 

184,444 

(72,053) 

22,148 

1,320 

135,859 

2,689 

$ 138,548 

F41 



TEPPCO PARTNERS, L.P. 

Notes To Consolidated Financial Statements—(Continued) 

Year Ended December 31, 2003 (as restated) 

Operating revenues 

Costs and expenses 

Gain on sale of assets 

Operating income 

Interest expense—net 

Equity earnings 

Other income—net 

Net income 

Cash flows from continuing operating activities 

Net income 

Adjustments to reconcile net income to net cash 

provided by continuing operating activrties: 

Income from discontinued operations 

Depreciation and amortization 

Earnings in equity investments, net of 

distributions 

Gains on sales of assets 

Changes in assets and liabilities and other 

Net cash provided by continuing operating activities 

Cash fiows from discontinued operations 

Net cash provided by operating activities 

Cash flows from investing activities 

Cash flows from financing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

TEPPCO 
Partners, L.P. 

S -

— 

121,780 

$121,780 

TEPPCO 
Partners. L.P. 

Guarantor 
Subsidiaries 

$399,504 

262,971 

136,533 

(52,903) 

37,689 

461 

$121,780 

YearE 

Guarantor 
Subsidiaries 

Non-Guarantor 
Subsidiaries 

(in diousands) 

$3,858,243 

3,806,316 

(3,948) 

55,875 

(31,420) 

20,258 

360 

$ 45,073 

nded December 3 

Non-Guarantor 
Subsidiaries 

Consolidating 
Adjustments 

S (1,915) 

(1,915) 

— 

73 

(166,853) 

(73) 

$(166,853) 

1.2005 

ConsoHdating 
Adjustments 

TEPPCO 
Partners, L.P. 
Consolidated 

$4,255,832 

4,067.372 

(3.948) 

192,408 

(84,250) 

12,874 

748 

$ 121,780 

TEPPCO 
Partners, L.P. 
Consolidated 

(in thousands) 

$ 162,551 $ 162,551 $ 60,072 $(222,623) $ 162,551 

— 
— 

88,550 

— 
(54,540) 

196,561 

— 

196,561 

(278,806) 

80,107 

(2,138) 

4,116 

$ 1,978 

(3,150) 

82,536 

14,598 

(551) 

(57,645) 

198,339 

3,782 

202,121 

(31,529) 

(184,126) 

(13,534) 

13,596 

$ 62 

— 
28,193 

1,576 

(117) 

22,884 

112,608 

— 

112,608 

(180,486) 

65,097 

(2,781) 

2,826 

$ 45 

— 
— 

(87,733) 

— 
53.571 

(256,785) 

— 

(256,785) 

139,906 

119,029 

2,150 

(4,116) 

$ (1,966) 

(3,150) 

110,729 

16,991 

(668) 

(35,730) 

250,723 

3,782 

254,505 

(350,915) 

80,107 

(16,303) 

16.422 

$ 119 
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Year Ended December 31, 2004 (as restated) 

> 

Cash flows from continuing operating activities 

Net income 

Adjustments to reconcile net income to net cash 

provided by continuing operating activities: 

Income from discontinued operations 

Depreciation and amortization 

Earnings in equity investments, net of 

distributions 

Gains on sales of assets 

Changes in assets and liabilities and other 

Net cash provided by continuing operating activities 

Cash flows from discontinued operations 

Net cash provided by operating activities 

Cash flows from continuing investing activities 

Cash flows from discontinued investing activrties 

Cash flows from investing activities 

Cash flows from financing activrties 

Net decrease in cash and cash equivalents 

Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

p 

Cash fiows from operating activities 

Net income 

Adjustments to reconcile net income to net cash 

provided by operating activrties: 

Depreciation and amortization 

Earnings in equrty investments, net of 

distributions 

Gain on sale of assets 

Changes in assets and liabilities and other 

Net cash provided by operating activities 

Cash fiows from continuing investing activrties 

Cash fiows from investing activrties 

Cash flows from discontinued investing activities 

Cash flows from financing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

TEPPCO 
Partners, L.P. 

Guarantor 
Subsidiaries 

Non-Guarantor 
Subsidiaries 

Consolidating 
Adjustments 

TEPPCO 
Partners, L.P. 
Consolidated 

(in thousands) 

$ 138,548 $ 138,548 S 63,998 $(202,546) $ 138,548 

— 
— 

94,509 
— 

(158,726) 

(2,689) 
89,438 

(130) 
(526) 

29,707 

— 
22,846 

8,208 
(527) 

(30,930) 

— 
— 

(77,522) 
— 

151.690 

(2,689) 
112,284 

25,065 
(1,053) 
(8,259) 

74,331 

74,331 

98 

98 

254,348 

3,271 

257,619 

(26,662) 

(7.398) 

(34,060) 

(90,057) (229,206) 

(15,628) 

19,744 

(5,647) 

19,243 

63.595 

63,595 

(40,864) 

(40,864) 

(25,575) 

(2,844) 

5.670 

(128,378) 

(128,378) 

(115,331) 

(115,331) 

254,781 

11,072 

(15,188) 

263,896 

3,271 

267.167 

(182,759) 

(7,398) 

(190,157) 

(90,057) 

(13,047) 

29.469 

$ 4,116 $ 13,596 $ 2,826 $ (4,116) $ 16,422 

Year Ended December 31, 2003 (as restated) 

TEPPCO 
TEPPCO Guarantor Non-Guarantor Consolidating Partners, LP. 

Partners, L.P. Subsidiaries Subsidiaries Adjustments Consolidated 

(in thousands} 

$ 121.780 $ 121,780 $ 45,073 $(166,853) $ 121,780 

80,114 20.614 100,728 

80,718 
— 

48,432 

250,930 

(175,568) 
— 

(175.568) 

(55,618) 

19,744 
— 

$ 19,744 

7,548 
_ 

5,576 

215,018 

(164,872) 
(13.810) 

(178,682) 

(25,340) 

10.996 
8,247 

$ 19.243 

2,482 
(3,948) 
1,075 

65,296 

(37,589) 
— 

(37,589) 

(44.758) 

(17,051) 
22,721 

$ 5,670 

(75,619) 
— 

(46,348) 

(288,820) 

203.531 
— 

203,531 

70,101 

(15,188) 
— 

$ (15,188) 

- 15,129 
(3,948) 
8.735 

242,424 

(174,498) 
(13,810) 

(188,308) 

(55,615) 

(1,499) 
30,968 

$ 29,469 
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TEPPCO PARTNERS, L.P. 

Notes To Consolidated Financial Statements—(Continued) 

Note 20. Restatement of Consolidated Financial Statements 

We are restating our previously reported consolidated financial statements for the fiscal years ended December 31 , 2003 and 

2004. For the impact of the restated consolidated financial results for the quarterly periods during the years ended December 31 , 2005 

and 2004. see Note 21. We have determined that our method of accounting for the $33.4 million excess investment in Centennial, pre

viously described as an intangible asset with an indefinite life, and the $27.1 million excess investment in Seaway, previously described as 

equity method goodwill, was incorrect. Through our accounting for these excess investments in Centennial and Seaway as intangible 

assets wrth indefinite lives and equity method goodwill, respectively, we have been testing tiie amounts for impairment on an annual basis 

as opposed to amortizing them over a determinable life. We determined that rt would be more appropriate to account for ttiese excess 

investments as intangible assets with determinable lives. As a resurt, we made non-cash adjustments that reduced the net value of the 

excess investments in Centennial and Seaway, and increased amortization expense allocated to our equity earnings. The effect of this 

restatement caused a $3.8 million and $4.0 million reduction to net income as previously reported for the fiscal years ended 

December 31 , 2004 and 2003, respectively. As a result of the accounting correction, net income for the fiscal year ended December 31 , 

2005, includes a charge of $4.8 million, of vk îch $3.8 million relates to the first nine montiis. Additionally, partners' capital at 

December 31 , 2002, reflects a $2.5 million reduction representing the cumulative effect of this correction for fiscal years ended 

December 31 . 2000 through 2002. 

While we believe the impacts of these non-cash adjustments are not material to any previously issued financial statements, we 

determined that the cumulative adjustment for these non-cash items was too material to record in ttie fourfii quarter of 2005, and there

fore rt was most appropriate to restate prior periods' results. These non-cash adjustments had no effect on our operating income, com

pensation expense, debt balances or ability to meet all requirements related to our debt facilrties. The restatement had no impact on total 

cash flows from operating activrties, investing activrties or financing activities. All amounts in the accompanying consolidated financial 

statements have been adjusted for this restatement. 

We will continue to amortize the $30.0 million excess investment in Centennial related to a contract using units-of-production method

ology over a lO-year life. The remaining $3.4 million related to a pipeline will continue to be amortized on a straight-line basis over 35 

years. We will continue to amortize the $27.1 million excess investinent in Seaway on a sfraight-line basis over a 39-year life related 

primarily to a pipeline. 

The following tables summarize the impact of the restatement adjustment on previously reported balance sheet amounts for tfie year 

ended December 31 , 2004, and income statement amounts and cash flow amounts for the years ended December 31 , 2004 and 2003 

(in thousands): 

Balance Sheet Amounts; 

Equity investments 

Total assets 

Capital: 

General partner's interest 

Limrted partners' interest 

Total parfjiers' capital 

Total liabilities and partners' caprtal 

December 31, 2004 

As 
Previously 
Reported 

$ 373,652 

$3,196,629 

Adjustment 

$(10,345) 

$(10,345) 

As 
Restated 

$ 363,307 

$3,186,284 

$ (33,006) $ (2,875) $ (35,881) 

1.054,454 (7,470) 1,046,984 

1,021,448 (10,345) 1,011,103 

$3,196,629 $(10,345) $3,186,284 
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TEPPCO PARTNERS, L.P. 

Notes To Consolidated Financial Statements—(Continued) 

p 
Income Statement Amounts: 

I 

p 

Equity earnings as previously reported 

Adjustment for amortization of excess investments 

Equity earnings as restated 

Net income as previously reported 

Adjustment for amortization of excess investments 

Net income as restated 

Net income Allocation as previously reported: 

Limited Partner Unitholders 

Class B Unitholder 

General Partner 

Total net income allocated 

Basic and diluted net income per Limited Partner and Class B Unrt as previously reported 

Net Income Allocation as restated: 

Limited Partner Unitholders 

Class B Unitholder 

General Partner 

Total net income allocated as restated 

Basic and diluted net income per Limited Partner and Class B Unrt as restated 

Cash Flow Amounts: 

Years Ended 
December 31, 

2004 

$ 25,981 
(3,833) 

$ 22,148 

$142,381 
(3,833) 

$138,548 

2003 

$ 16,863 
(3,989) 

$ 12,874 

$125,769 
(3,989) 

$121,780 

$101,307 $ 89,191 
— 1,806 

41.074 34,772 

$142.381 $125,769 

$ 1.61 $ 1.52 

$ 98,580 $ 86,357 
— 1,754 

39,968 33,669 

$138,548 $121,780 

S 1.56 $ 1.47 

Cash flows from operating activities: 

Net income 

Earnings in equity investments, net of distributions 

Cash flows from operating activities: 

Net income 

Earnings in equity investments, net of distributions 

Year Ended December 31 , 2004 

As 
Previously As 
Reported Adjustment Restated 

$142,381 $(3,833) $138,548 
21,232 3,833 25,065 

Year Ended December 31 , 2003 

As 
Previously As 
Reported Adjustment Restated 

$125,769 $(3,989) $121,780 
11,140 3.989 15,129 

P 
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TEPPCO PARTNERS, L.P. 

Notes To Consolidated Financial Statements—(Continued) 

Partners' Capital Amounts: 

2002: 
Partners' capital at December 31 , 2002 as previously reported 

Restatement adjustment 

Partners' capital &t December 31 , 2002 as restated (unaudited) 

2003: 
Partners' capital at December 31, 2003 as previously reported 

Restatement adjustment 

Partners' capital at December 31 , 2003 as restated 

2004: 
Partners' capital at December 31 , 2004 as previously reported 

Restatement adjustment 

Partners' capital at December 31 , 2004 as restated 

Outstanding Accumulated 
Limited General Limited Other 
Partner Partner's Partners' Comprehensive 

Units Interest interests Loss Total 

53,809,597 

53.809,597 

62,998,554 

62,998,554 

62,998.554 

62,998,554 

$12,770 
(666) 

$12,104 

$ (7,181) 
(1,769) 

$ (8,950) 

$(33,006) 
(2,875) 

$(35,881) 

$ 899,127 
(1,7271 

$ 897,400 

$1,119,404 
(4,743) 

$1,114,661 

$1,054,454 
(7,470) 

$1,045,984 

$(20,055) 

$(20,055) 

$ (2,902) 

$ (2,902) 

$ -

$ -

S 891,842 
(2,393) 

$ 889,449 

$1,109,321 
(6,512) 

$1,102,809 

$1,021,448 
(10,345) 

$1,011,103 

Note 2 1 . Quarterly Financial Information (Unaudited) 

2005:11' 

First 
Quarter 

Second 
Quarter 

Third 
Quarter 

Fourth 
Quarter 

restated) (as restated) (as restated) (as restated) 

(in thousands, except per Unit amounts) 

Operating revenues 
Operating income 
Income from continuing operations: 

As previously reported 
Restatement adjustinent 

As restated 

Income from discontinued operations 
Net income: 

As previously reported 
Restatement adjustment 

As restated 

Basic and diluted net income per Limited Partner Unit from continuing 
operations:'2)f3) 

As previously reported 
Restatement adjustment 

As restated 

Basic and diluted net income per Limited Partner Unit from discontinued 
operations'3) 

Basic and diluted net income per Limited 
Partner Unrt:!2)(3) 

As previously reported 
Restatement adjustment 

As restated 

$1,523,791 

$ 

T 
$ 

$ 

r 

$ 

r 
$ 

$ 

r 

61,232 

47,457 
(1,152) 

46,305 

1,124 

48,581 
(1,152) 

47,429 

0.54 
(0.01) 

0.53 

0.01 

0.55 
(0.01) 

0.54 

$2,087,385 

$ 

$ 

$ 

s 

V 

$ 

V 

$ 

$ 

$~ 

53,817 

41,387 
(1,311) 

40,076 

846 

42,233 
(1,311) 

40,922 

0.44 
(0.02) 

0.42 

0.01 

0.45 
(0.021 

0.43 

$2,500,127 

$ 

r 
$ 

$ 

r 

$ 

V 

$ 

$ 

$ 

43.378 

30,231 
(1.348) 

28,883 

692 

30,923 
(1,348) 

29,575 

0.30 
(0.01) 

0.29 

0.01 

0.31 
(0.01) 

0.30 

$2,493,731 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

61,606 

44.137 
— 

44,137 

488 

44.625 
— 

44,625 

0.45 
— 

0.45 

_ 

0.45 
— 

0.45 
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Notes To Consolidated Financial Statements—(Continued) 

p 
First 

Quarter 
Second 
Quarter 

Third 
Quarter 

Fourth 
Quarter 

(as restated) (as restated) (as restated) (as restated) 

(in thousands, except per Unit amounts) 

p 

2004:"* 
Operating revenues 

Operating income 

Income from continuing operations: 

As previously reported 

Restatement adjustment 

As restated 

Income from discontinued operations 

Net income: 

As previously reported 

Restatement adjustment 

As restated 

Basic and diluted net income per Limited Partner Unrt from continuing 

operations: 

As previously reported 

Restatement adjustment 

As restated 

Basic and diluted net income per Limrted Partner Unrt from discontinued 

operations 

Basic and diluted net income per Limited Partner Unit 

As previously reported 

Restatement adjustment 

As restated 

(1) The quarterly financial information for 2004 and ttie first tiiree quarters of 2005 reflect the impact of the restatement. 
(2) The sum of the four quarters does not equal the total year due to rounding, 
(3) Per Unit calculation includes 6,965,000 Units issued in May and June 2005. 

$1,315,942 

$ 

^ 

$ 

$ 

$_ 

$ 

$ 

$ 

$ 

$_ 

53,457 

39,989 

(713) 

39,276 

444 

40,433 

(7131 

39,720 

0.45 

(0.01) 

0.44 

0.01 

0.46 

(0.01) 

0.45 

$1,352,107 

$ 

$_ 

$ 

$ 

$_ 

$ 

$_ 

$ 

$ 

l_ 

41,990 

37,348 

(1,129) 

36.219 

411 

37,759 

(1,129) 

36,630 

0.43 

(0.02) 

0.41 

— 

0.43 

(0.02) 

0.41 

$1,487,556 

$ 

$^ 

$ 

$ 

$_ 

$ 

$_ 

$ 

$ 

$__ 

36,361 

25,135 

(1,085) 

24,050 

720 

25,855 

(1,085) 

24,770 

0.28 

(0.01) 

0.27 

0.01 

0.29 

(0.01) 

0.28 

$1,792,485 

$ 

$ 

$ 

$ 

$ 

$ 

$_ 

$ 

$ 

$_ 

52,636 

37,220 

(906) 

36,314 

1,114 

38,334 

(906) 

37,428 

0.42 

(0.01) 

0.41 

0.01 

0.43 

(0.01) 

0.42 

p 

Note 22. Subsequent Events 

In January 2006, we entered into interest rate swaps with a total notional amount of $200.0 million, whereby we will receive a float

ing rate of interest and will pay a fixed rate of interest for a two-year term. These interest rate swaps were executed to decrease the 

exposure to potential increases in floating interest rates. Using tiie balances of outstanding debt at December 31, 2005. these interest 

rate swaps decrease the level of floating interest rate debt from 41% to 29% of total outstanding debt. 

On February 13, 2006, we and an affiliate of Enterprise entered into a letter agreement related to an additional expansion (the 

"Jonah Expansion") of the Jonah system (the "Letter Agreement"). The Jonah Expansion will consist of the installation of approximately 

90,000 horsepow/er of gas turbine compression at a new compression station, related new piping and certain related facilities, which is 

expected to increase capacity of the Jonah system from 1.5 billion cubic feet per day to 2.0 billion cubic feet per day. We expect to enter 

into a joint venture ("Joint Venture") agreement witii Enterprise relating to tiie consfruction and financing of tiie Jonah Expansion. Enter

prise will be responsible for all activrties relating to the construction of tiie Jonah Expansion and will advance all amounts necessary to 

plan, engineer, construct or complete the Jonah Expansion (anticipated to be approximately $200.0 million). Such advance will constitute 

a subscription for an equity interest in the proposed Joint Venture (the "Subscription"). We expect the Jonah Expansion to be put into serv

ice in late 2006. We have the option to return to Enterprise up to 100% of tiie amount of the Subscription. If we return a portion of tiie 

Subscription to Enterprise, our relative interests in the proposed Joint Venture vAW be adjusted accordingly. The proposed Joint Venture 

will terminate wrthout liability to erther party if we return 100% of tiie Subscription. 
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N o t e s To C o n s o l i d a t e d F i nanc ia i S t a t e m e n t s — ( C o n t i n u e d ) 

Part iV, Exhibits and Financial Statement Schedule, Exhibit No. 12 

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES 

The ratio of earnings to fixed charges is calculated using the Securities and Exchange Commission guidelines(a). 

Year Ended December 3 1 . 

Earnings as defined for fixed charges calculation 

Add: 

Pretax income (loss) from continuing operations*''^' 

Fixed charges 

Distributed income of equity investees 

Deduct: 

Preference security dividend requirements of consolidated subsidiaries 

Interest caprtalized'f̂ ) 

Total earnings (as detined for tiie Fixed Charges calculation) 

Fixed charges: 

Interest on debt, including capitalized portions 

Estimate of interest wrthin rental expense 

Preference security dividend requirements of consolidated subsidiaries 

Total fixed charges 

2005 

$2,951 

847 

473 

27 

15 

$4,229 

2004 2003 2002 

(dollars in millions) 

$ 891 

1,115 

140 

32 

14 

$2,100 

S (839) 

1,245 

263 

102 

46 

$ 521 

405 

1,219 

369 

157 

161 

$1,675 

2001 

943 

846 

156 

165 

112 

$1,668 

$ 796 $1,057 $1,116 $1,041 S 659 
24 26 27 21 22 
27 32 102 157 165 

$ 847 $1,115 $1,245 $1,219 $ 846 

Ratio of earnings to fixed charges'^) 5.0 1.9 (d 1.4 2.0 

(a) Income Statement amounts have been adjusted for discontinued operations. 
(b) Excludes minority interest expenses and income or loss from equity investees. 
(c) Excludes eqiiity costs related to Allowance for Funds Used During Construction Itiat are included in Other Income and Expenses in the Consolidated Statements of 

Operations. . 
(d) Earnings were inadequate to cover fixed charges by $724 million for the year ended December 31, 2003. 
(e) Includes pre-tax gains on the sale of TEPPCO GP and LP of approximately $0.9 billion, net of minority interest, in 2005. 
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INDEPENDENT AUDITORS' REPORT 

To the Board of Directors and Members of DCP Midstream, LLC Denver, Colorado 

We have audrted the accompanying consolidated balance sheets of DCP Midsfream, LLC and subsidiaries as of December 31 , 2006 

and 2005, and the related consolidated statements of operations and comprehensive income, members' equrty, and cash flows for the 

years then ended. Our audrts also included the tinancial statement schedule listed in the Index at Item 15. These consolidated financial 

statements and financial statement schedule are the responsibility of tiie Company's management. Our responsibilrty is to express an 

opinion on these consolidated financial statements and financial statement schedule based on our audits. 

We conducted our audits in accordance wrth auditing standards generally accepted in the United States of America. Those standards 

require that we plan and perform the audrt to obtain reasonable assurance about whether the financial statements are free of material 

misstatement. An audrt includes consideration of internal confrol over financial reporting as a basis for designing audrt procedures that 

are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal 

control over financial reporting. Accordingly, we express no such opinion. An audrt also includes examining, on a test basis, evidence 

supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and signiflcant estimates 

made by management, as well as evaluating the overall financial statement presentation. We believe tfiat our audits provide a reasonable 

basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of DCP Midsti*eam, 

LLC and subsidiaries at December 31 , 2006 and 2005, and the results of their operations and their cash flows for the years then ended 

in conformity with accounting principles generally accepted in the United States of America. Also, in our opinion, such tinancial staternent 

schedule, when considered in relation to the basic consolidated financial statements taken as a whole, presents fairly in all material 

respects the information set forth therein. 

Denver, Colorado 

March 14, 2007 (February 5, 2008 as to Note 18) 

p 
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DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services, LLC) 

Consolidated Balance Sheets 
As of December 3 1 , 2006 and 2005 

(millions) 

2006 2005 

ASSETS 
Current assets: 

Cash and cash equivalents 

Short-term investments 

Accounts receivable: 
Customers, net of allowance for doubtful accounts of $3 million and $4 million, respectively 
Affiliates 
Other 

Inventories 
Unrealized gains on mark-to-market and hedging instruments 
Ottier 

$ 68 $ 59 
437 627 

933 
283 
56 
87 

242 
23 

1,237 
340 
59 

110 
252 
22 

Total current assets 2,129 2,706 

Property, plant and equipment, net 

Restricted investments 
Investments in unconsolidated affiliates 
Intangible assets: 

Commodity sales and purchases contracts, net 

Goodwill 

3,869 3,836 
102 364 
204 169 

58 
421 

66 
421 

Total Intangible assets 479 487 

Unrealized gains on mark-to-market and hedging insfruments 

Deferred income taxes 

Other non-current assets 
Other non-current assets—affiliates 

29 
4 

33 
47 

60 
3 

86 
__ 

Total assets 

LIABILITIES AND MEMBERS' EQUITY 
Current l iabi l i t ies: 

Accounts payable: 

Trade 

Affiliates 
Other 

Current maturities of long-term debt 
Unrealized losses on mark-to-market and hedging instruments 
Distributions payable to members 
Accrued interest payable 
Accrued taxes 
Other 

$6,896 $7,711 

$1,490 $2,035 
92 42 
42 

216 
127 
47 
27 

136 

42 
300 
244 
185 
45 
46 
129 

Total current liabilrties 2,177 3,068 

Deferred income taxes 
Long-term debt 

Unrealized losses on mark-to-market and hedging instruments 

Other long-term liabilities 

Non-controlling interests 
Commrtments and contingent liabilities 

Members' equity: 
Members' interest 

Retained earnings 

Accumulated other comprehensive loss 

17 — 
2,115 1.760 

33 54 
226 224 
71 95 

2.107 
153 

(3) 

2,107 

411 
(8) 

Total members' equity 2,257 2,510 

Total liabilities and members' equity $6,896 $7,711 

See Notes to Consolidated Financial Statements. 

FF-2 



p 

DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services. LLC) 

Consolidated Statements of Operations and Comprehensive Income 
Years Ended December 3 1 , 2006 and 2005 

(millions) 

2006 2005 

Operating revenues: 

Sales of natural gas and petroleum products 

Sales of natural gas and petroleum products to affiliates 

Transportation, storage and processing 

Trading and marketing gains (losses) 

$ 9,137 $10,011 

2,813 2,785 
308 253 
77 (15) 

Total operating revenues 12,335 13,034 

Operat ing costs and expenses: 

Purchases of natural gas and petroleum products 

Purchases of natural gas and petroleum products from affiliates 

Operating and maintenance 

Depreciation and amortization 

General and administrative 

Gain on sale of assets 

9,322 
789 
462 
284 
234 
(28) 

10,133 
830 
447 
287 
195 

(2) 

Total operating costs and expenses 11,063 11.890 

Operating income 1,272 1.144 

Gain on sale of general partner interest in TEPPCO 

Equity in earnings of unconsolidated affiliates 

Non-controlling interest in [income) loss 

Interest income 

Interest expense 

p 
Other comprehensive income (loss): 

Foreign currency translation adjustment 

Canadian business distributed to Duke Energy 

Net unrealized gains on cash flow hedges 

Reclassification of cash flow hedges into earnings 

20 
(15) 
26 

(145) 

1,137 
22 

1 
26 

(154) 

Income from continuing operations before income taxes 

Income tax expense 

Income from continuing operations 

Income from discontinued operations, net of income taxes 

Net income 

1,158 

(23) 

1.135 

1,135 

2,176 

(9) 

2,167 

3 

2,170 

(8) 

(70) 

1 

Total other comprehensive income (loss) (77) 

Total comprehensive income $1,140 $ 2,093 

See Notes to Consolidated Financial Statements. 
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DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services, LLC) 

Consolidated Statements of Cash Flows 
Years Ended December 3 1 , 2006 and 2005 

(millions) 

2006 2005 

CASH FLOWS FROIVI OPERATING ACTIVITIES: 
Net income 
Adjustments to reconcile net income to net cash provided by operating activities: 

Income from discontinued operations 
Gain from sale of equity investment in TEPPCO 
Gain on sale of assets 
Depreciation and amortization 
Equity in earnings of unconsolidated affiliates, net of distributions 
Deferred income tax expense (benefit) 
Non-confroiling interest in income (loss) 
Other, net 
Changes in operating assets and liabilrties which provided (used) cash: 

Accounts receivable 
Inventories 
Net unrealized (gains) losses on mark-to-market and hedging instruments 
Accounts payable 
Accrued interest payable 
Other 

$ 1,135 

— 
(28) 
284 

— 
17 
15 
(31 

314 
23 
(1) 

(495) 
1 

(16) 

$ 2,170 

(3) 
(1,137) 

(2) 
287 

15 
(2) 
(1) 
2 

(432) 
(37) 

9 
910 
(14) 
(12) 

Net cash provided by continuing operations 
Net cash provided by discontinued operations 

1,246 1,753 
11 

Net cash provided by operating activrties 1.246 1,764 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital and acquisition expenditures 
Investinents in unconsolidated affiliates 
Disfributions received from unconsolidated affiliates 
Purchases of available-for-sale securities 
Proceeds from sales of available-for-sale securities 
Proceeds from sales of assets 
Proceeds from sale of general partner interest in TEPPCO 
Other 

(325) 
(44) 

2 
(19,666) 
20,121 

81 
— 
— 

(212) 
(24) 
— 

(17,986) 
17,260 

53 
1,100 

9 

Net cash provided by continuing operations 
Net cash used in discontinued operations 

169 200 
(13) 

Net cash provided by investing activrties 169 187 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Payment of dividends and distributions to members 
Proceeds from issuance of equity securities of a subsidiary, net of offering costs 
Contribution received from ConocoPhillips 
Payment of debt 
Proceeds from issuing debt 
Loans made to Duke Caprtal LLC and ConocoPhillips 
Repayment of loans by Duke Capital LLC and ConocoPhillips 
Net cash (paid to) received from non-controlling interests 
Other 

,451) 
— 
— 

(320) 
378 

— 
— 

(10) 
(3) 

(2,313) 
206 
398 

(607) 
408 

(1,100) 
1.100 

3 
(2) 

Net cash used in continuing operations 
Net cash used in discontinued operations 

Net cash used in tinancing activrties 

Net increase in cash and cash equivalents 
Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

Supplementary cash flow informat ion: 

Cash paid for interest (net of amounts capitalized) 

(1,406) 

(1,406) 

9 
59 

$ 68 

$ 141 

(1,907) 
(44) 

(1,951) 

59 

$ 59 

$ 163 

See Notes to Consolidated Financial Statements. 
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DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services, LLC) 

Consolidated Statements of Members' Equity 
Years Ended December 3 1 , 2006 and 2005 

(mill ions) 

Members' 

Interest 

Retained 

Earnings 

Accumulated 

Other 

Comprehensive 

Income (Loss) Total 

Balance, January 1, 2005 $1,709 $ 909 $69 $2,687 

Dividends and distributions 

Distribution of Canadian business 

Contributions 

Net income 

- (2,4141 

- (254) 

398 -

- 2,170 

(70) 

(2,414) 

(324) 

398 

2,170 

Foreign currency translation adjustment 

Reclassification of cash flow hedges into earnings 

Balance, December 3 1 , 2005 

Dividends and disfributions 

Net income 

Net unrealized gains on cash flow hedges 

Balance, December 3 1 , 2006 

— 

2,107 

— 

$2,107 

— 

411 

(1,393) 

1,135 

$ 153 

(8) 

1 

(8) 

5 

$ (3 ) 

(8) 

1 

2.510 

(1,393) 

1,135 

5 

$2,257 

See Notes to Consolidated Financial Statements. 

p 

p 
FF-5 



DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services, LLC) 

Notes To Consolidated Financial Statements 
Years Ended December 3 1 , 2006 and 2005 

1. General and Summary of Significant Accounting Policies 

Basis of Presentation—DCP Midsfream, LLC, formerly Duke Energy Field Services, LLC, with rts consolidated subsidiaries, us, we, 

our, or the Company, is a joint venture owned 50% by Duke Energy Corporation, or Duke Energy, and 50% by ConocoPhillips. We operate 

in the midstream natural gas indusfry. Our primary operations consist of natural gas gathering, processing, compression, transportation 

and storage, and natural gas liquid, or NGL, fractionation, fransportation, gathering, treating, processing and storage, as well as market

ing, from which we generate revenues primarily by frading and marketing natural gas and NGLs. The Second Amended and Restated LLC 

Agreement dated July 5, 2005, as amended, or the LLC Agreement, limrts the scope of our business to the midstream natural gas 

industry in the United States and Canada, the marketing of NGLs in Mexico, and the fransportation, marketing and storage of other petro

leum products, unless otherwise approved by our board of directors. 

To support and facilitate our continued growtii, we formed DCP Midsfream Partners, LP, a master limited parijiership, or DCP Part

ners, of which our subsidiary, DCP Midstream GP, LP, acts as general partner. In September 2005, DCP Partners filed a Regisfration 

Statement on Form S-1 with the Securrties and Exchange Commission, or SEC, to register the inrtial public offering of rts limited partner

ship units to the public. The inrtial public offering closed in December 2005. We own approximately 41% of the limited parinership inter

ests in DCP Partners and a 2% general partnership interest. As the general partiier of DCP Partners, we have responsibility for its 

operations. DCP Partners is accounted for as a consolidated subsidiary. 

In July 2005, Duke Energy transferred a 19.7% interest in our Company to ConocoPhillips in exchange for direct and indirect mone

tary and non-monetary consideration, effectively decreasing Duke Energy's membership interest in our Company to 50% and increasing 

ConocoPhillips' membership interest in our Company to 50%, referred to as "the 50-50 Transaction." Included in this fransaction, we dis

tributed to Duke Energy substantially all of our Canadian business, made a disproportionate cash distribution of approximately $1,100 

million to Duke Energy using the proceeds from the sale of our general partner interest in TEPPCO and paid a $245 million proportionate 

disfribution to Duke Energy and ConocoPhillips. In addition, ConocoPhillips confributed cash of $398 million to our Company. Under the 

terms of the amended and restated LLC Agreement, proceeds from this confribution were designated for the acquisrtion or improvement 

of properiy, plant and equipment. At December 31, 2006, there was no remaining restricted investment balance related to this con

tribution. 

On June 28, 2006, Duke Energy's board of directors approved a plan to create two separate publicly traded companies by spinning 

off Duke Energy's natural gas businesses, including rts 50% ownership interest in us, to Duke Energy shareholders. This transaction 

occurred on January 2, 2007. As a resurt of this transaction, we are no longer 50% owned by Duke Energy. Duke Energy's 50% owner

ship interest in us was transferred to a new company. Spectra Energy Corp, or Spectra Energy. This transaction is referred to in this 

report as "tiie Spectra spin." For the historical periods included in this report, references to Spectra Energy are interchangeable with 

Duke Energy. On a prospective basis. Spectra Energy refers to the newly formed public company. 

We are governed by a five member board of directors, consisting of two voting members from each parent and our Chief Executive 

Officer and President, a non-voting member. All decisions requiring board of directors' approval are made by simple majority vote of the 

board, but must include at least one vote from both a Spectra Energy (or Duke Energy prior to January 2, 2007) and ConocoPhillips 

board member. In the event the board cannot reach a majority decision, the decision is appealed to the Chief Executive Officers of both 

Specfra Energy and ConocoPhillips. 

The consolidated financial statements include the accounts of the Company and all majority-owned subsidiaries where we have the 

ability to exercise control, variable interest entities where we are the primary beneficiary, and undivided interests in jointty owned assets. 

We also consolidate DCP Partners, which we control as the general partner and where the limited partners do not have substantive 

kick-out or participating rights. Investments in greater than 20% owned affiliates that are not variable interest entities and where we do not 

have the ability to exercise confrol, and investments in less than 20% owned affiliates where we have the ability to exercise significant 

influence, are accounted for using the equity metiiod. Intercompany balances and transactions have been eliminated. 

Use of Estimates—Conformity wrth accounting principles generally accepted in the United States of America requires management 

to make estimates and assumptions that affect the amounts reported in tiie financial statements and notes. Although these estimates are 

based on management's best available knowledge of current and expected future events, actual results could be different from those 

estimates. 

Acquisitions—We consolidate assets and liabilities from acquisrtions as of the purchase date, and include earnings from acquis

itions in consolidated earnings subsequent to the purchase date. Assets acquired and liabilities assumed are recorded at estimated fair 

values on the date of acquisition. If the acquisition constrtutes a business, any excess purchase price over the estimated fair value of the 

acquired assets and liabilities is recorded as goodwill. 
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DCP MIDSTREAM,LLC 
(formerly Duke Energy Field Services, LLC) 

Notes To Consolidated Financial Statements—(Continued) 
Years Ended December 3 1 , 2006 and 2005 

Reclassifications—Certain prior period amounts have been reclassified in the consolidated financial statements to conform to tiie 

current period presentation. 

Cash and Cash Equivalents—Cash and cash equivalents includes all cash balances and highly liquid investments wrth an original 

maturity of three months or less. 

Short-Term and Restricted Jnvestments—We invest available cash balances in various financial insfruments. such as tax-exempt 

debt securities, that have stated maturities of 20 years or more. These instruments provide for a high degree of liquidity through fea

tures, which allow for the redemption of the investment at rts face amount plus earned income. As we generally intend to seU these 

instruments within one year or less from the balance sheet date, and as they are available for use in current operations, ttiey are classi

fied as current assets, unless otherwise resfricted. We have classified all short-temi and restricted debt investments as available-for-sale 

under Statement of Financial Accounting Standards, or SFAS, No. 115, "Accounting for Certain Investments in Debt and Equity 

Securities," and they are carried at fair market value. Unrealized gains and losses on available-for-sale securities are recorded in tiie 

consolidated balance sheets as accumulated other comprehensive income (loss), or AOCI. No such gains or losses were deferred in AOCI 

at December 31 , 2005 or 2005. The cost, including accrued interest on investments, approximates fair value, due to the short-term, 

highly liquid nature of the securities held by us and as interest rates are re-set on a daily, weekly or monthly basis. 

Inventories—Inventories consist primarily of natural gas and NGLs held in storage for transportation and processing and sales 

commrtments. Inventories are valued at the lower of weighted average cost or market. Transportation costs are included in inventory on 

the consolidated balance sheets. 

Accounting for Risk Management and Hedging Activities and Financial instruments—Each derivative not qualifying for tiie 

normal purchases and normal sales exception under SFAS No. 133, "Accounting for Derivative Instruments and Hedging Activities" or 

SFAS 133, as amended, is recorded on a gross basis In the consolidated balance sheets at its fair value as unrealized gains or unrealized 

losses on mark-to-market and hedging instruments. Derivative assets and liabilrties remain classified in the consolidated balance sheets 

as unrealized gains or unrealized losses on mark-to-market and hedging instruments at fair value until the contractijal delivery period 

impacts earnings. 

We designate each energy commodity derivative as either trading or non-trading. Certain non-trading derivatives are further des

ignated as erther a hedge of a forecasted transaction or future cash flow (cash flow hedge), a hedge of a recognized asset, liability or 

firm commrtment (fair value hedge), or a normal purchase or normal sale confract, while certain non-frading derivatives, which are related 

to asset based activity, are non-trading mark-to-market derivatives. For each of our derivatives, the accounting metiiod and presentation 

in the consolidated statements of operations and comprehensive income are as follows: 

Classification of Contract 

Trading Derivatives 

Non-Trading Derivatives; 

Cash Flow Hedge 

Accounting Method 

Mark-to-market method^ 

Hedge method'' 

Presentation of Gains & Losses or Revenue & Expense 

Net basis in trading and marketing gains (losses) 

Fair Value Hedge 

Normal Purchase or 

Normal Sale 

Hedge method'' 

Accrual method^ 

Non-Trading Derivatives Mark-to-market method^ 

i» 

Gross basis in ttie same consolidated statements of operations 

and comprehensive income category as the related hedged rtem 

Gross basis in tiie same consolidated statements of operations 

and comprehensive income category as the related hedged item 

Gross basis upon settlement in the corresponding consolidated 

statements of operations and comprehensive income category 

based on purchase or sale 

Net basis in frading and marketing gains (losses) 
3 Mark-to-market—An accounting method whereby the change in the fair value of the asset or liability is recognized in the consolidated statements of operations 

and comprehensive income in trading and marketing gains (losses) during the current period. 
^ Hedge method—An accounting method whereby the change in the fair value of the asset or liability is recorded in the consolidated balance sheets as unrealized 

gains or unrealized losses on mark-to-market and hedging instruments. For cash flow hedges, there is no recognition in the consolidated statements of operations 
and comprehensive income for the effective portion until the service is provided or the associated delivery period impacts earnings. For fair value hedges, tiie 
changes in the fair value of the asset or liability, as well as the offsetting changes in value of the hedged item, are recognized in the consolidated statements of 
operations and comprehensive income in the same category as the related hedged item. 

t̂  Accrual method—An accounting method whereby there is no recognition in ttie consolidated balance sheets or consolidated statements of operations and com
prehensive income for changes in fair value of a contract until ttie service is provided or the associated delivery period impacts earnings. 

Cash Flow and Fair Value Hedges—For derivatives designated as a cash flow hedge or a fair value hedge, we maintain formal doc

umentation of the hedge in accordance with SFAS 133. In addrtion, we formally assess, both at the inception of ttie hedge and on an 

ongoing basis, whether the hedge contract is highly effective in offsetting changes in cash flows or fair values of hedged items. All 

components of each derivative gain or loss are included in the assessment of hedge effectiveness, unless otherwise noted. 
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DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services, LLC) 

Notes To Consolidated Financial Statements—(Continued) 
Years Ended December 3 1 , 2006 and 2005 

The fair value of a derivative designated as a cash flow hedge is recorded in the consolidated balance sheets as unreaNzed gains or 

unrealized losses on mark-to-market and hedging instruments. The effective portion of the change in fair value of a derivative designated 

as a cash flow hedge is recorded in the consolidated balance sheets as AOCI and the ineffective portion is recorded in the consolidated 

statements of operations and comprehensive income. During the period In which the hedged fransaction impacts earnings, amounts in 

AOCI associated with the hedged transaction are reclassified to tfie consolidated statements of operations and comprehensive income in 

the same accounts as the item being hedged. We discontinue hedge accounting prospectively when rt is determined that the derivative no 

longer qualifies as an effective hedge, or when rt is probable that the hedged transaction will not occur. When hedge accounting is dis

continued because the derivative no longer qualifies as an effective hedge, fhe derivative is subject to the mark-to-market accounting 

metiiod prospectively. The derivative continues to be carried on the consolidated balance sheets at rts fair value; however, subsequent 

changes in its fair vatue are recognized in current period earnings. Gains and losses related to discontinued hedges that were previously 

accumulated in AOCI will remain in AOCI until the hedged transaction impacts earnings, unless rt is probable that the hedged transaction 

will not occur, in which case, the gains and losses that were previously deferred in AOCI will be immediately recognized in current period 

earnings. 

For derivatives designated as fair value hedges, we recognize the gain or loss on the derivative insfrument. as well as the offsetting 

changes in value of the hedged rtem in earnings in tiie current period. All derivatives designated and accounted for as fair value hedges 

are classrtied in the same category as the item being hedged in the consolidated statements of operations and comprehensive income. 

Valuation—When available, quoted market prices or prices obtained through external sources are used to determine a contract's fair 

value. For contracts with a delivery location or duration for which quoted market prices are not available, fair value is determined based 

on pricing models developed primarily from historical and expected correlations with quoted mari<et prices. 

Values are adjusted to reflect the credrt risk inherent in tfie transaction as well as the potential impact of liquidating open positions in 

an orderly manner over a reasonable time period under current conditions. Changes in market prices and management estimates directly 

affect the estimated fair value of these contracts. Accordingly, rt is reasonably possible that such estimates may change in the near term. 

Property, Plant and Equipment—Property, plant and equipment are recorded at original cost. Depreciation is computed using the 

straight-line method over the estimated useful lives of the assets. The costs of maintenance and repairs, which are not significant 

improvements, are expensed when incurred. 

Asset retirement obligations associated witii tangible long-lived assets are recorded at fair value in ttie period in which they are 

incurred, if a reasonable estimate of fair value can be made, and added to the carrying amount of the associated asset This additional 

carrying amount is then depreciated over the life of tiie asset. The liability increases due to the passage of time based on the time value 

of money until the obligation is settled. We recognize a liability for conditional asset retirement obligations as soon as tiie fair value ofthe 

liability can be reasonably estimated. A condrtional asset retirement obligation is defined as an unconditional legal obligation to perform an 

asset retirement activity in which the timing and (or) method of settlement are condrtional on a future event that may or may not be witiiin 

the control of tiie entity. 

impairment of Unconsolidated Affiliates—We evaluate our unconsolidated affiliates for impairment when events or changes in 

circumstances indicate, in managemenfs judgment, that the carrying value of such investments may have experienced an other than 

temporary decline in value. When evidence of loss in value has occurred, management compares the estimated fair value of the invest

ment to the carrying value of the investment to determine whether any impairment has occurred. Management assesses the fair value of 

our unconsolidated affiliates using commonly accepted techniques, and may use more than one method, including, but not limited to, 

recent third party comparable sales, internally developed discounted cash fiow analysis and analysis from outside advisors. If ttie esti

mated fair value is less than the carrying value and management considers the decline in value to be other than temporary, tiie excess of 

tiie carrying value over the estimated fair value is recognized in the financial statements as an impairment loss. 

Intangible Assets^lntangible assets consist of goodwill, and commodity sales and purchases contracts. Goodwill is the cost of an 

acquisrtion less the fair value of the net assets of the acquired business. Commodity sales and purchases contracts are amortized on a 

straight-line basis over the term of the contract, ranging from one to 25 years. 

We evaluate goodwill for impairment annually in the third quarter, and whenever events or changes in circumstances indicate rt is 

more likely than not that the fair value of a reporting unit is less than its carrying amount. Impairment testing of goodwill consists of a 

two-step process. The first step involves comparing the fair value of the reporting unrt, to which goodwill has been allocated, with its 

carrying amount. If the carrying amount of the reporting unrt exceeds its fair value, the second step of the process involves comparing 

the fair value and carrying value of the goodwill of tiiat reporting unrt. If the carrying value of the goodwill of a reporting unrt exceeds the 

fair value of that goodwill, an impairment loss is recognized in an amount equal to the excess. 
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DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services, LLC) 

Notes To Consolidated Fmancial Statements—(Continued) 
Years Ended December 3 1 , 2006 and 2005 

impairment of Long-Lived Assets, Assets Held for Sale and Discontinued Operations—We evaluate whether the carrying 

value of long-lived assets, excluding goodwill, has been impaired v^er) circumstances indicate the carrying value of those assets may not 

be recoverable. The carrying amount is not recoverable if rt exceeds the undiscounted sum of cash flows expected to resurt from tiie use 

and eventua! disposition of the asset. We consider various factors when determining rt these assets should be evaluated for impairment, 

including but not limited to: 

• A significant adverse change in legal factors or business climate; 

• A current period operating or cash flow loss combined wrth a history of operating or cash flow losses, or a projection or forecast 

that demonstrates continuing losses associated wrth the use of a long-lived asset; 

• An accumulation of costs signrticantly in excess of the amount originally expected for the acquisition or construction of a long-lived 

asset; 

• Signrticant adverse changes in the extent or manner in which an asset is used, or in its physical condition; 

• A significant adverse change in the market value of an asset; and 

• A current expectation that, more likely than not, an asset will be sold or otherwise disposed of before the end of rts estimated 

useful life, 

If the carrying value is not recoverable, the impairment loss is measured as the excess of the assef s carrying value over rts fair 

value. Management assesses the fair value of long-lived assets using commonly accepted techniques, and may use more than one meth

od, including, but not limited to, recent third party comparable sales, internally developed discounted cash flow analysis and analysis from 

outside advisors. Significant changes in market conditions resulting from events such as the condrtion of an asset or achange in 

managemenfs intent to utilize the asset would generally require management to reassess the cash flows related to the long-lived assets. 

We use the crrteria in SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets," or SFAS 144, to determine 

when an asset is classified as held for sale. Upon classification as held for sale, ttie long-lived asset is measured at tiie lower of its carry

ing amount or fair value less cost to sell, depreciation is ceased and the asset is separately presented on the consolidated balance 

sheets. 

If an asset held for sale or sold (1) has clearly distinguishable operations and cash flows, generally at the plant level, (2) has direct 

cash flows of the held for sale or sold component that will be eliminated (from the perspective of the held for sale or sold component), 

and (3) if we are unable to exert signrticant influence over the disposed component, then the related results of operations for the current 

and prior periods, including any related impairments and gains or losses on sales are reflected as income from discontinued operations in 

the consolidated statements of operations and comprehensive income. If an asset held for sale or sold does not have clearly distinguish

able operations and cash flows, impairments and gains or losses on sales are recorded as gain on sale of assets in the consolidated 

statements of operations and comprehensive income. 

Unamortized Debt Premium, Discount and Expense—Premiums, discounts and expenses incurred with the issuance of long-

term debt are amortized over the terms of the debt using the effective interest method. These premiums and discounts are recorded on 

the consolidated balance sheets as an offset to long-term debt. These expenses are recorded on the consolidated balance sheets as 

other non-current assets. 

Distributions—Under the terms of the LLC Agreement, we are required to make quarterly distributions to Specfra Energy and 

ConocoPhillips based on allocated taxable income. The LLC Agreement provides for taxable income to be allocated in accordance wrth 

Internal Revenue Code Section 704(c). This Code Section accounts for the variation between the adjusted tax basis and the fair maricet 

value of assets confributed to the joint venture. The distribution is based on the highest taxable income allocated to either member with a 

minimum of each members' tax, with the other member receiving a proportionate amount to maintain the ownership capital accounts at 

50% for both Spectra Energy and ConocoPhillips. Prior to January 2, 2007, the capital accounts were maintained at 50% for both Duke 

Energy and ConocoPhillips, and prior to July 1, 2005, the capital accounts were maintained at59.7%forDuke Energy and 30.3% for 

ConocoPhillips. During the years ended December 31 , 2006 and 2005, we paid distributions of $650 million and $389 million, 

respectively, based on estimated annual taxable Income allocated to the members according to their respective ownership percentages 

at the date the distributions became due. 

Our board of directors determines the amount of the quarterly dividend to be paid to Specfra Energy (or Duke Energy prior to Jan

uary 2, 2007) and ConocoPhillips, by considering net income, cash flow or any other criteria deemed appropriate. During the years ended 

December 31, 2006 and 2005, we paid total dividends of $801 million and $1,925 million, respectively. The $1,925 million paid during 

the year ended December 31, 2005, is comprised of a disproportionate cash distribution of approximately $1,100 million to Duke Energy 
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DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services, LLC) 

Notes To Consolidated Financial Statements—(Continued] 
Years Ended December 3 1 , 2006 and 2005 

using the proceeds from the sale of our general partner interest in TEPPCO as part ofthe 50-50 Transaction, a $245 million propor

tionate distribution to Duke Energy and ConocoPhillips as part of the 50-50 Transaction, and $580 million in proportionate distributions to 

Duke Energy and ConocoPhillips, which were allocated in accordance with our partners' respective ownership percentages. The $801 

million paid during the year ended December 31 , 2006, is comprised of proportionate distributions to Duke Energy and ConocoPhillips, 

which were allocated in accordance with our partners' respective ownership percentages. The LLC Agreement restricts payment of divi

dends except wrth the approval of both members. 

DCP Partners considers the payment of a quarterly distribution to the holders of its common units and subordinated units, to the 

extent DCP Partners has sufficient cash from rts operations after establishment of cash reserves and payment of fees and expenses, 

including payments to its general partner, a wholly-owned subsidiary of ours. There is no guarantee, however, that DCP Partners will pay 

the minimum quarterly disfribution on the units in any quarter. DCP Partners will be prohibited from making any distributions to unitholders 

if rt would cause an event of default, or an event of defaurt exists, under rts credrt agreement Our 41% limrted partner interest in DCP 

Partners primarily consists of subordinated unrts. The subordinated units are entitied to receive the minimum quarterly distribution only 

after DCP Partners' common unitholders have received the minimum quarterly distribution plus any arrearages in the payment of the 

minimum quarterly distribution from prior quarters. The subordination period will end on December 31 , 2010 if certain disfribution tests 

are met and earlier if certain more stringent tests are met. At such time that the subordination period ends, the subordinated units will be 

converted to common units. During tiie year ended December 31 , 2006, DCP Partners paid disfributions of approximately $13 million to 

rts public unitholders. We hold general partner incentive distribution rights, which entitie us to receive an increasing share of available cash 

when pre-defined disfribution targets are achieved. 

Foreign Currency Translation—We franslated assets and liabilrties of our Canadian operations, where tiie Canadian dollar was the 

functional currency, at the period-end exchange rates. Revenues and expenses were translated using average monthly exchange rates 

during the period, which approximates the exchange rates at the time of each fransaction during the period. Foreign currency translation 

adjustments are included in the consolidated statements of comprehensive income. In July 2005, as part of the 50-50 Transaction, we 

distributed to Duke Energy substantially all of our Canadian business. As a resurt, there were no translation gains or losses in AOCI at 

December 31, 2006 and 2005. 

Revenue Recognition—^We generate the majority of our revenues from natural gas gathering, processing, compression, trans

portation and storage, and natural gas liquid, or NGL, fractionation, transportation, gathering, freating, processing and storage, as well as 

frading and marketing of natural gas and NGLs. 

We obtain access to raw natural gas and provide our midsfream natural gas services principally under contracts that contain a 

combination of one or more of the following arrangements. 

• Fee-based arrangements—Under fee-based arrangements, we receive a fee or fees for one or more of the following services: 

gathering, compressing, treating, processing, or transporting of natural gas. Our fee-based arrangements include natijral gas pur

chase arrangements pursuant to which we purchase raw natural gas at the wellhead, or other receipt points, at an index related 

price at the delivery point less a specrtied amount, generally the same as the fees we would otherwise charge for gathering of raw 

natural gas from tfie wellhead location to the delivery point. The revenue we earn is directly related to the volume of natural gas 

tiiat flows through our systems and is not directiy dependent on commodity prices. To the extent a sustained decline in commodity 

prices results in a decline in volumes, however, our revenues from these arrangements would be reduced. 

• Percent-of-proceeds/tndex arrangements—\Jnder percentage-of-proceeds/index arrangements, we generally purchase natural gas 

from producers at tfie wellhead, gather the wellhead natural gas through our gathering system, treat and process the natural gas, 

and then sell the resulting residue natural gas and NGLs at index prices based on published index market prices. We remrt to the 

producers erther an agreed-upon percentage of the actual proceeds that we receive from our sales of the residue natural gas and 

NGLs, or an agreed-upon percentage of the proceeds based on index related prices for the natural gas and the NGLs, regardless 

of the actual amount of the sales proceeds we receive. Under these types of arrangements, our revenues correlate directiy witti 

the price of natural gas and NGLs. 

• Keep-whole arrangemenfs^Under the terms of a keep-whole processing contract, we gather raw natural gas from the producer for 

processing, market the NGLs and return to the producer residue natural gas wrth a Btu content equivalent to the Btu content of the 

raw natural gas gattiered. This arrangement keeps the producer whole to the thermal value of the raw natijral gas received. Under 

these types of confracts, we are exposed to the "frac spread." The frac spread is the difference between the value of the NGLs 

extracted from processing and the vaiue of the Btu equivalent of the residue natural gas. We benefit in periods when NGL prices 

are higher relative to natural gas prices. 
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DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services, LLC) 

Notes To Consolidated Financial Statements~(Cont inued) 
Years Ended December 3 1 , 2006 and 2005 

Our frading and marketing of natural gas and NGLs, consists of physical purchases and sales, as well as derivative insfruments. 

We recognize revenue for sales and services under the four revenue recognition criteria, as follows: 

Persuasive evidence of an arrangement exists—Our customary practice is to enter into a written contract, executed by botii us and 

the customer. 

De/iVery—Delivery is deemed to have occurred at the time custody is transferred, or in the case of fee-based arrangements, when 

the services are rendered. To the extent we retain product as inventory, delivery occurs when the inventory is subsequentiy sold and 

custody is transferred to the third pariy purchaser. 

The fee is fixed or determinabie—We negotiate the fee for our services at the outset of our fee-based arrangements. In tiiese 

arrangements, the fees are nonrefundable. For other arrangements, ttie amount of revenue, based on contractual terms, is determinable 

when the sale of the applicable product has been completed upon delivery and transfer of custody. 

Coiiectability is probable—Collectability is evaluated on a customer-by-customer basis. New and existing customers are subject to a 

credrt review process, which evaluates the customers' financial posrtion (for example, cash position and credrt rating) and tiieir ability to 

pay. If coiiectability is not considered probable at the outset of an arrangement in accordance with our credit review process, revenue is 

recognized when the fee is collected. 

We generally report revenues gross in the consolidated statements of operations and comprehensive income, as we typically act as 

the principal in these fransactions, take custody of the product, and incur the risks and rewards of ownership. Effective April 1, 2006, any 

new or amended confracts for certain sales and purchases of inventory with the same counterpariy, when entered into in contemplation 

of one another, are reported net as one transaction. We recognize revenues for our NGL and residue gas derivative trading activities net 

in the consolidated statements of operations and comprehensive income as trading and marketing gains (losses). These activities include 

mark-to-market gains and losses on energy trading confracts, and the financial or physical settlement of energy trading contracts. 

Revenue for goods and services provided but not invoiced is estimated each month and recorded along with related purchases of 

goods and services used but not invoiced. These estimates are generally based on estimated commodity prices, preliminary tiiroughput 

measurements and allocations and contract data. There are no material differences betiween the actual amounts and the estimated 

amounts of revenues and purchases recorded at December 31 , 2006 and 2005. 

Gas and NGL imbalance Accounting^Quantities of natural gas or NGLs over-delivered or under-delivered related to imbalance 

agreements with customers, producers or pipelines are recorded monthly as other receivables or other payables using current market 

prices or the weighted average prices of natural gas or NGLs at the plant or system. These balances are settied wrth deliveries of natural 

gas or NGLs, or wrth cash. Included in the consolidated balance sheets as accounts receivable—other as of December 31 , 2006 and 

2005 were imbalances totaling $45 million and $59 million, respectively. Included In the consolidated balance sheets as accounts pay

able — other, as of December 31 , 2006 and 2005 were imbalances totaling $42 million at botii periods. 

Significant Customers—ConocoPhillips, an affiliated company, was a signiflcant customer in both of the past tiwo years. Sales to 

ConocoPhillips, including rts 50% owned equity method investment, ChevronPhillips Chemical Company LLC, or CP Chem, totaled approx

imately $2,677 million during 2006 and $2,513 million during 2005. 

Environmental Expenditures—Environmental expendrtures are expensed or capitalized as appropriate, depending upon tiie future 

economic benefit. Expenditures that relate to an existing condition caused by past operations, and that do not generate current or future 

revenue, are expensed. Liabilities for these expendrtures are recorded on an undiscounted basis when environmental assessments and/or 

clean-ups are probable and the costs can be reasonably estimated. Environmental liabilrties as of December 31 , 2006 and 2005, 

included in the consolidated balance sheets, totaled $6 million for both periods recorded as other current liabilities, and totaled $6 million 

and $7 million, respectively, recorded as other long-term liabilities. 

Stocfc-Based Compensatfon—Under our 2006 Long Term Incentive Plan, or 2006 Plan, equity instruments may be granted to our 

key employees. The 2006 Plan provides for the grant of Relative Performance Units, or RPU's, Strategic Performance Units, or SPU's, 

and Phantom Units. Prior to January 2, 2007, each of the above units constitutes a notional unrt equal to the weighted average fair value 

of a common share or unrt of ConocoPhillips, Duke Energy and DCP Pariners, weighted 45%, 45% and 10%, respectively. Upon tfie Spec

fra spin, the 45% weighting attributable to Duke Energy will be valued as one common share of Duke Energy and one-hart of one common 

share of Spectra Energy. The 2006 Plan also provides for tiie grant of DCP Partners' Phantom Unrts, which constitute a notional unrt 

equal to the fair value of DCP Partners' common unrts. Each unrt provides for the grant of dividend or distribution equivalent rights. The 

2006 Plan is administered by the compensation committee of our board of directors. We first granted awards under tiie 2006 Plan during 

the second quarter of 2005. 
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Under DCP Partners' Long Term Incentive Plan, or DCP Partners' Plan, equity instruments may be granted to DCP Partners' key 

employees. DCP Midsfream GP, LLC adopted tiie DCP Partners' Plan for employees, consultants and directors of DCP Midstream GP, 

LLC and its affiliates who perform services for DCP Partners. The DCP Partners' Plan provides for the grant of unvested unrts, phantom 

units, unrt options and substitute awards, and, with respect to unrt options and phantom unrts, the grant of disfribution equivalent rights. 

Subject to adjustment for certain events, an aggregate of 850,000 common unrts may be delivered pursuant to awards under the DCP 

Partners' Plan. Awards that are canceled, forfeited or withheld to satisfy DCP Midstream GP, LLC's tax withholding obligations are avail

able for delivery pursuant to other awards. The DCP Partners' Plan is administered by tiie compensation commiti:ee of DCP Midstream 

GP, LLC's board of directors. DCP Partners first granted awards under this plan during the first quarter of 2006. 

Through July 1, 2005, we accounted for stock-based compensation in accordance witii the infrinsic value recognrtlon and measure

ment principles of Accounting Principles Board, or APB, Opinion No. 25, .or APB 25, "Accounting for Stock Issued to Employees," and 

Financial Accounting Standards Board, or FASB, Interpretation No. 44, or FIN 44, "Accounting for Certain Transactions Involving Stock 

Compensation—an Interpretation of APB Opinion No. 25." Under that method, compensation expense was measured as the intrinsic value 

of an award at the measurement dates. The intrinsic value of an award is the amount by which the quoted market price of the underlying 

stock exceeds the amount, if any, an employee would be required to pay to acquire the stock. Since the exercise price for all options 

granted under the plan was equal to the market value of the underlying common stock on the date of grant, no compensation expense 

has historically been recognized in tiie accompanying consolidated statements of operations and comprehensive income. Compensation 

expense for phantom stock awards and other stock awards was recorded from the date of grant over the required vesting period based 

on the market value of the awards at the date of grant. Compensation expense for stock-based performance awards was recorded over 

the required vesting period, and adjusted for increases and decreases in market value at each reporting date up to the measurement 

dates. 

Under its 1998 Long-Term Incentive Plan, or 1998 Plan, Duke Energy granted certain of our key employees stock options, phantom 

stock awards, stock-based performance awards and other stock awards to be settled in shares of Duke Energy's common stock. Upon 

execution of tiie 50-50 Transaction in July 2Q05. certain of our employees who had been issued awards under the 1998 Plan incurred a 

change in status from Duke Energy employees to non-employees. As a result, all outstanding stock-based awards were required to be 

remeasured as of July 2005 under EITF Issue No. 96-18, or EITF 96-18, "Accounting for Equity Instruments That Are Issued to Other Than 

Employees for Acquiring, or in Conjunction with Selling, Goods or Services," using the fair value method prescribed in SFAS No. 123, 

"Accounting for Stock-Based Compensation," or SFAS 123. Compensation expense is recognized prospectively beginning at the date of 

the change in status over the remaining vesting period based on the fair value of each award at each reporting date. The fair value of 

stock options is determined using the Black-Scholes option pricing model and the fair value of all other awards Is determined based on 

the closing equity price at each measurement date. 

Effective January 1, 2006, we adopted the provisions of SFAS No. 123(R) (Revised 2004) "Share-Based Payment," or SFAS 123R, 

which establishes accounting for stock-based awards exchanged for employee and non-employee services. Accordingly, equity classified 

stock-based compensation cost is measured at grant date, based on the lair value of the award, and is recognized as expense over the 

requisite service period. Liability classified stock-based compensation cost is remeasured at each reporting date, and is recognized over 

the requisite service period. 

We elected to adopt the modrtied prospective application method as provided by SFAS 123R and, accordingly, financial statement 

amounts for the prior periods presented in these consolidated financial statements have not been restated. Compensation expense for 

awards with graded vesting provisions is recognized on a straight-line basis over the requisite service period of each separately vesting 

portion of the award. 

We recorded stock-based compensation expense for the years ended December 31 , 2006 and 2005 as follows, the components of 

which are further described in Note 13: 
Year Ended 

December 31, 

2006 2005 

(millions) 

Performance awards $4 $3 
Phantom awards 4 2 

Total $8 $5 
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The following table shows what net income would have been if the fair value recognition provisions of SFAS 123 had been applied to 

all stock-based compensation awards for the year ended December 31 , 2005. 

Year Ended 
December 31, 

2005 

Net income, as reported 

Add: stock-based compensation expense included in reported net income 

Deduct: total stock-based compensation expense determined under fair value-based metiiod for all awards 

Pro forma net income 

(niillions) 
$2,170 

3 

(3) 

$2,170 

p 

P 

Accounting for Sales of Units by a Subsidiary—\n December 2005, we formed DCP Partiiers ttirough the contribution of certain 

assets and investments in unconsolidated affiliates in exchange for common units, subordinated unrts and a 2% general partner interest 

Concurrent with the formation, we sold approximately 58% of DCP Partners to the public, through an initial public offering, for proceeds of 

approximately $206 million, net of offering costs. We account for sales of units by a subsidiary under Staff Accounting Bulletin No. 51 , or 

SAB 51, "Accounting for Sales of Stock of a Subsidiary." Under SAB 51. companies may elect via an accounting policy decision, to 

record a gain or loss on the sale of common equity of a subsidiary equal to the amount of proceeds received in excess of the carrying 

value of the units sold. Under SAB 51, a gain on the sale of subsidiary equrty cannot be recognized until multiple classes of outstanding 

securities convert to common equity. As a resurt, we have deferred approximately $150 million of gain on sale of common units'in DCP 

Partners as other long-term liabilities in the consolidated balance sheets. We will recognize this gain in earnings upon conversion of all of 

our subordinated units in DCP Partners to common units. 

Income Taxes—We are structured as a limited liability company, which is a pass-through entity for U.S. income tax purposes. We 

own a corporation that files rts own federal, foreign and state corporate income tax returns. The income tax expense related to this 

corporation is included in our income tax expense, along with state, local, franchise and margin taxes of the limrted liabilrty company and 

other subsidiaries. In addition, until July 1, 2005, we had Canadian subsidiaries that were subject to Canadian income taxes. 

We follow the asset and liability method of accounting for income taxes. Under the asset and liability method, deferred income taxes 

are recognized for the tax consequences of temporary differences between the financial statement carrying amounts and the tax basis of 

the assets and liabilities. 

New Accounting Standards—SFAS No. 159 "The Fair Value Option for Financial Assets and Financial L iabi l i t ies^ 

including an amendment of FAS 115," or SFAS 159. In February 2007, the FASB issued SFAS 159, which allows entrties to choose, 

at specified election dates, to measure eligible financial assets and liabilities at fair value that are not otherwise required to be measured 

at fair value. If a company elects the fair value option for an eligible item, changes in that rtem's fair value in subsequent reporting periods 

must be recognized in current earnings. SFAS 159 also establishes presentation and disclosure requirements designed to draw compar

ison between entities that elect different measurement attributes for similar assets and liabilities. SFAS 159 is effective for us on Jan

uary 1, 2008. We have not assessed the impact of SFAS 159 on our consolidated resurts of operations, cash flows or flnancial position. 

SFAS No. 157 "Fair Vaiue Measurements," or SFAS 157. In September 2006, the FASB issued SFAS 157, which provides a sin

gle definition of fair value, together wrth a framework for measuring rt, and requires additional disclosure about tiie use of fair value to meas

ure assets and liabilities. SFAS 157 emphasizes that fair value is a market-based measurement, not an entity-specific measurement and 

sets out a fair value hierarchy with the highest priority being quoted prices in active markets. Under SFAS 157, fair value measurements are 

disclosed by level within tfiat hierarchy. SFAS 157 will apply whenever another standard requires (or permrts) assets or liabilities to be meas

ured at fair value. SFAS 157 does not expand the use of fair value to any new circumstances. SFAS 157 is effective for us on January 1, 

2008. We have not assessed the impact of SFAS 157 on our consolidated results of operations, cash flows or financial position. 

SFAS No. 154 "Accounting Changes and Error Corrections," or SFAS 154. In June 2005, the FASB issued SFAS 154, a 

replacement of APB Opinion No. 20, or APB 20, "Accounting C/ianges" and SFAS No. 3, "Reporting Accounting Changes in Interim Finan

cial Statements." Ar^ong other changes, SFAS 154 requires that a voluntary change in accounting principle be applied refrospectively 

wrth all prior period financial statements presented under the new accounting principle, unless rt is impracticable to do so. SFAS 154 also 

(1) provides that a change in depreciation or amortization of a long-lived nonfinancial asset be accounted for as a change In estimate 

(prospectively) that was effected by a change in accounting principle, and (2) carries forward without change the guidance within APB 20 

for reporting the correction of an error in previously issued financial statements and a change in accounting estimate. The adoption of 

SFAS 154 on January 1, 2006, did not have a material impact on our consolidated resurts of operations, cash flows or flnancial position. 
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R N No. 48 "Accounting for Uncertainty in Income Taxes—An interpretation of FASB Statement 109," or FIN 48 . In July 

2006, the FASB issued FIN 48, which clarifies the accounting for uncertainty in income taxes recognized in financial statements in 

accordance with FASB Statement No. 109, "Accounting for Income Taxes." FIN 48 prescribes a recognition threshold and measurement 

atfribute for the financial statement recognrtlon and measurement of a tax posrtion taken or expected to be taken in a tax return. FIN 48 

also provides guidance on derecognition, classification, interest and penarties, accounting in interim periods, disclosure and fransition. 

The provisions of FIN 48 are effective for us on January 1, 2007. The adoption of FIN 48 is not expected to have a material impact on our 

combined resurts of operations, cash flows or flnancial posrtion. 

EITF Issue No. 04-13 "Accounting for Purchases and Sales of Inventory with ihe Same Counterparty," or EFTF 04-13. In 

September 2005, the FASB ratified the ElTF's consensus on Issue 04-13, which requires an entity to treat sales and purchases of 

inventory between tfie entity and the same counterparty as one transaction for purposes of applying APB Opinion No. 29 when such 

transactions are entered into in contemplation of each other. When such transactions are legally contingent on each otiier, they are con

sidered to have been entered into in contemplation ot each other. The EITF also agreed on otiier factors that should be considered in 

determining whether transactions have been entered into in contemplation of each other. EITF 04-13 was applied to new arrangements 

that we entered into after March 31 , 2006. The adoption of EITF 04-13 did not have a material impact on our consolidated resurts of 

operations, cash flows or flnancial posrtion. 

Staff Accounting Bulletin No. 108, Considering the Effects of Prior Year Misstatements when Quantifying Misstate

ments in Current Year Financial Statements, or SAB 108—In September 2006, the SEC issued SAB 108 to address diversrty in 

practice in quantifying flnancial statement misstatements. SAB 108 requires entities to quantify misstatements based on their impact on 

each of their financial statements and related disclosures. SAB 108 is effective as of the end of OLH' 2006 fiscal year, allowing a one-time 

transitional cumulative effect adjustment to retained earnings as of January 1, 2006 for errors that were not previously deemed material, 

but are material under the guidance in SAB 108. The adoption of SAB 108 did not have a material impact on our consolidated results of 

operations, cash flows or financial posrtion. 

2. Acquisitions and Dispositions 

Acquisitions 

Acquisrtion of Various Gatiiering, Transmission and Processing Assets—In tiie fourth quarter of 2005, we entered into an agreement 

to purchase certain Federal Energy Regulatory Commission, or FERC, regulated pipeline and compressor station assets in Kansas, Okla

homa and Texas for approximately $50 million. We did not receive regulatory approval from the FERC to purchase the assets as 

non-jurisdictional gathering, but we are proceeding to tile with the FERC for a certificate to operate these assets as intrastate pipeline. 

This acquisition is expected to close in the second hart of 2007. 

Acquisition of Additional Equity Interests—\n December 2006, we acquired an addrtional 33.33 % interest in Main Pass Oil Gathering 

Company, or Main Pass, for approximately $30 million. We now own 66.67% of Main Pass wrth one other partner. Main Pass is a joint 

venture whose primary operation is a crude oil gathering pipeline system in the Gulf of Mexico. 

In November 2006, we purchased the remaining 16% minority interest in Dauphin Island Gattiering Partners, or DIGP, for $7 mil

lion. DIGP was owned 84% by us prior to this fransaction, and subsequent to this fransaction, is owned 100% by us. DIGP owns gatiiering 

and transmission assets in the Gulf Coast. 

In December 2005, we purchased an additional 6.67% interest in Discovery Producer Services, LLC, or Discovery, from Williams 

Energy, LLC for a purchase price of $13 million. Discovery is an unconsolidated affiliate, which, prior to tills transaction, was 33.33% 

owned by us, and subsequent to tills transaction is 40% owned by us. Discovery owns and operates an interstate pipeline, a condensate 

handling facility, a cryogenic gas processing plant and other gathering assets in deepwater offshore Louisiana. 

Dispositions 

Disposition of Various Gathering, Transmission and Processing Assets—In December 2005, based upon management's assessment 

of the probable disposition of certain plant, gathering and fransmission assets, wc classified certain of these assets as held for sale, 

recorded in other non-current assets, consisting primarily of property, plant and equipment totaling $58 million at December 3U 2005. 

Assets at one location, totaling $48 million as of December 31 . 2005, were sold in the first quarter of 2006 for $76 million and we 

recognized a gain of $28 million. Assets at another location, totaling $9 million as of December 31 , 2005, were sold in the first quarter 

of 2006 for $9 million and we recognized no gain or loss. 
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In August 2005, we sold certain gas gathering facilrties in Kansas and Oklahoma for a sales price of approximately $11 million. No 

gain or loss was recognized. 

In February 2005, we exchanged certain processing plant assets in Wyoming for certain gathering assets and related gathering 

contracts in Oklahoma of equivalent fair value. 

In February 2005, we sold certain gathering, compression, fractionation, processing plant and fransportation assets in Wyoming for 

approximately $28 million. 

Disposition of Equity Interests—In February 2005, we sold our general partner interest in TEPPCO to Enterprise GP Holdings L.P., an 

unrelated third pariy, for $1,100 million in cash and recognized a gain of $1,137 million. The cash proceeds from this transaction were 

received in February 2005 and loaned to Duke Energy and ConocoPhillips in amounts equal to their ownership percentages in the Com

pany at that time. The loans were made under the terms of revolving credrt facilities established in February 2005 with DuKe Capital LLC, 

an affiliate of Duke Energy, and ConocoPhillips in the amounts of $767 million and $333 million, respectively. ConocoPhillips repaid its 

outstanding borrowings in full in March 2005. Duke Capital, LLC repaid rts outstanding borrowings in full in July 2005. 

Distribution of Canadian Business to Duke Energy—In July 2005, as part of the 50-50 Transaction, we distributed to Duke Energy 

substantially all of our Canadian business. These assets comprised a component of the Company for purposes of reporting discontinued 

operations. The resurts of operations and cash fiows related to these assets have been reclassified to discontinued operations for all 

periods presented. The following is a summary of the net assets disfributed to Duke Energy on the closing date of July 1, 2005 (millions): 

Assets: 

Cash S 44 

Accounts receivable 18 

Other assets 1 

Property, plant and equipment net 291 

Goodwill 18 

Total assets $372 

Liabilities: 

Accounts payable $ 11 

Other current liabilities 4 

Current and long-term debt 1 

Deferred income taxes 20 

Other long-term liabilities 12 

Total liabilities $ 48 

Net assets of Canadian business distributed to Duke Energy $324 

We routinely sell assets that comprise a component of the Company, and are recorded as discontinued operations, but are not 

individually significant. The resurts of operations and cash flows related to these assets have been reclassified to discontinued operations 

for all periods presented. 

There were no assets accounted for as discontinued operations for the year ended December 31 , 2006. The following table sets 

fortti selected financial information associated with assets accounted for as discontinued operations for the year ended December 31 , 

2005: 

2005 

P 

Operating revenues 

Pre-tax operating income 

Income tax expense 

Income from discontinued operations 

(millions) 

$35 

$4 
Jl) 
$ 3 
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$-
$-
$-
$-

$1 
$-

$18 
$19 
$(20) 

$(20) 

$ 9 
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3. Agreements and Transactions with Affiliates 

The following table represents the unrealized gains and unrealized losses on mark-to-market and hedging instruments with affiliates 

asof December 31 : 

2006 2005 

Duke Energy: 

Unrealized gains on mark-to-market and hedging instruments—current 

Unrealized gains on mark-to-market and hedging instruments—non-current 

Unrealized losses on mark-to-market and hedging insfruments—current 

Unrealized losses on mark-to-market and hedging insfruments—non-cun-ent 

ConocoPhillips: 

Unrealized gains on mark-to-market and hedging instruments—current 

Unrealized losses on mark-to-market and hedging insfruments—current 

The following table summarizes the transactions with Duke Energy, ConocoPhillips, and other unconsolidated affiliates as described 

below for the years ended December 31 : 

2006 2005 

Duke Energy: 

Sales of natural gas and petroleum products to affiliates 

Transportation, storage and processing 

Purchases of natural gas and petroleum products from affiliates 

Operating and general and administrative expenses 

Interest income 
ConocoPhillipsta): 

Sales of natural gas and petroleum products to affiliates 

Transportation, storage and processing 

Purchases of natural gas and pefroleum products from affiliates 

General and administrative expenses 

Unconsolidated affiliates: 

Sales of natural gas and petroleum products to affiliates 

Transportation, storage and processing 

Purchases of natural gas and pefroleum products from affiliates 
ta) Includes ConocoPhillips' 50% owned equity method investment, CP Chem 

$ 
$ 
$ 
$ 
$ 

(millions) 

41 
18 
137 
30 
— 

$2,677 

$ 
$ 
$ 

$ 
$ 
$ 

12 
492 
5 

95 
20 
160 

$ 109 

$ 2 

$ 130 

$ 44 

$ 8 

$2,513 

$ 11 
$ 556 

$ -

$ 163 

$ 20 

$ 144 

Spectra Energy and Ouke Energy 

Services Agreement—Under a services agreement, Duke Energy and certain of its subsidiaries provided us with various staff and 

support services, including information technology products and services, payroll, employee benefits, property taxes, media relations, 

printing and records management Additionally, we used other Duke Energy services subject to hourly rates, including legal, insurance, 

internal audrt, tax planning, human resources and security departments. 

In connection with the Spectra spin, we will need to transfer responsibility for all services previously provided to us by Duke Energy 

to our corporate operations, or transition these services either to Spectra or to third party service providers. 

Included on the consolidated balance sheets in other non-current assets—affiliates as of December 31, 2006, are insurance recovery 

receivables of $47 million, and included in accounts receivable—affiliates as of December 31, 2006 and 2005, are otfier receivables of $8 

million and $39 million, respectively, from an insurance provider that is a subsidiary of Duke Energy. During the years ended December 31 , 

2006 and 2005, we recorded hurricane related business interruption insurance recovehes of $1 million and $3 million, respectively, 

included in the consolidated statements of operations and comprehensive income as sales of natural gas and petroleum products. 

In the fourth quarter of 2006, an insurance provider tfiat is a subsidiary of Duke Energy agreed to settle an insurance claim, related 

to a damaged underground storage facility, for approximately $21 million. We had recorded a receivable in 2005 related to this claim for 

approximately $4 million. Upon receipt of the cash in December 2006, we relieved the receivable and recorded business interruption 

insurance recoveries of approximately $16 million, included in the consolidated statements of operations and compretiensive income as 

transportation, storage and processing. 
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Commodity Transactions—We sell a portion of our residue gas and NGLs to, purchase raw natural gas and otfier pefroleum prod

ucts from, and provide gathering and transportation services to Duke Energy and Spectra Energy and their subsidiaries. Management 

anticipates continuing to purchase and sell these commodrties and provide these services to Spectra Energy in the ordinary course of 

business. 

ConocoPiiiilips 

Long-term NGLs Purchases Contract and Transactions—We sell a portion of our residue gas and NGLs to ConocoPhillips and CP 

Chem, a 50% equity investment of ConocoPhillips (see Note 1). In addition, we purchase raw natural gas from ConocoPhillips. Under tiie 

NGL Output Purchase and Sale Agreement, or the CP Chem NGL Agreennent, betiween us and CP Chem, CP Chem has tile right to pur

chase at index-based prices substantially all NGLs produced by our various processing plants located in the Mid-Continent and Permian 

Basin regions, and the Austin Chalk area, which include approximately 40% of our total NGL production. The CP Chem NGL Agreement 

also grants CP Chem the right to purchase at index-based prices certain quantities of NGLs produced at processing plants tiiat are 

acquired and/or constructed by us in the future in various counties in the Mid-Continent and Permian Basin regions, and the Austin Chalk 

area. The primary term of the agreement is effective until January 1, 2015. We anticipate continuing to purchase and sell these commod

ities and provide these services to ConocoPhillips and CP Chem In the ordinary course of business. 

p 

Transactions witfi otfier unconsolidated affiliates 

In February 2005, we sold our general partner interest in TEPPCO to Enterprise GP Holdings L.P., an unrelated third party, for 

$1,100 million in cash and recognized a gain of $1,137 million. The cash proceeds from this transaction were received in February 2005 

and loaned to Duke Energy and ConocoPhillips In amounts equal to their ownership percentages in the Company at that time. The loans 

were made under the terms of revolving credrt facilrties established in February 2005 with Duke Capital LLC, an affiliate of Duke Energy, 

and ConocoPhillips in the amounts of $767 million and $333 million, respectively. ConocoPhillips repaid their outstanding borrowings in 

full in March 2005. Duke Caprtal LLC repaid tiieir outstanding borrowings in full in July 2005. 

We sell a portion of our residue gas and NGLs to, purchase raw natural gas and other pefroleum products from, and provide gatiier

ing and transportation services to, unconsolidated affiliates. We anticipate continuing to purchase and sell these commodities and provide 

these services to unconsolidated affiliates in the ordinary course of business. 

Estimates related to affiliates 

Revenue for goods and services provided but not invoiced to affiliates is estimated each montii and recorded along with related 

purchases of goods and services used but not invoiced. These estimates are generally based on estimated commodrty prices, prelimi

nary throughput measurements and allocations and contract data. Actual invoices for the current month are issued in the following month 

and differences from estimated amounts are recorded. There are no material differences from the actual amounts invoiced subsequent to 

year end relating to estimated revenues and purchases recorded at December 31, 2006 and 2005. 

P 

4. Marketable Securities 

Short-term and resh-icted investments—At December 31, 2006 and 2005, we had $437 million and $627 million, respectively, of 
short-term investments. These instruments are classified as available-for-sale securrties under SFAS 115 as management does not intend 
to hold them to maturity nor are they bought and sold with the objective of generating profrts on short-term differences in price. The carry
ing value of these instruments approximates their fair value as tiie interest rates re-set on a daily, weekly or montiily basis. 

In July 2005, ConocoPhillips contributed cash of $398 million to our Company. This cash was invested in financial insfruments as 

described above. Under the terms of the amended and restated LLC Agreement, however, proceeds from this confribution were des

ignated for the acquisition or improvement of property, plant and equipment As this cash was to be used to acquire non<;urrent assets, 

we had $0 and $264 million, respectively, classrtied as a long-temi asset as restricted Investments, on the consolidated balance sheets 

at December 31, 2006 and 2005. At December 31 , 2006 and 2005, we had restricted investments of $102 million and $100 million, 

respectively, consisting of collateral for DCP Partners' term loan. 
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5. Inventories 

Inventories by category were as follows as Cfi December 3 1 : 

Natural gas held for resale 

NGLs 

Total inventories 

2006 2005 
(millions) 

$34 $ 43 

53 67 

$87 $110 

6. Property, Plant and Equipment 

Property, plant and equipment by classification was as follows as of December 31: 

Gathering 

Processing 

Transportation 

Underground storage 

General plant 

Construction work in progress 

Depreciable 
Ufe 

15-30 years 

25 -30 years 

25 • 30 years 

20 - 50 years 

3 - 5 years 

Accumulated depreciation 

Property, plant and equipment, net 

2006 2005 

(millions) 

$2,641 $2,503 
1,904 
1,217 

119 
146 
203 

1,840 
1,223 

103 
138 
108 

6,230 
(2,361) 

5,915 
(2,079) 

$3,869 $3,836 

Depreciation expense for 2006 and 2005 was $275 million and $278 million, respectively. Interest capitalized on construction proj

ects in 2006 and 2005, was approximately S3 million and $2 million, respectively. At December 31 , 2006, we had non-cancelable pur

chase obligations of approximately $27 million for capital projects expected to be completed in 2007. In addition, property, plant and 

equipment includes $10 million and $13 million of non-cash additions for the years ended December 31 , 2006 and 2005, respectively. 

7. Goodwill and Other Intangibles 

The changes in the carrying amount of goodwill are as follows for the years ended December 31 : 

Goodwill, beginning of period 

Purchase price adjustments 

Foreign currency translation adjustments 

Distribution of Canadian business to Duke Energy 

Goodwill, end of period 

We perform an annual goodwill impairment test, and update the test during interim periods if events or circumstances occur that 

would more likely than not reduce the fair value of a reporting unrt below its carrying amount. We use a discounted cash flow analysis 

supported by market valuation murtiples to perform the assessment Key assumptions in the analysis include the use of an appropriate 

discount rate, estimated future cash flows and an estimated run rate of general and administrative costs. In estimating cash flows, we 

incorporate current market information, as well as historical and other factors, into our forecasted commodity prices. 

We completed our annual goodwill impairment test as of August 31 , 2006. We also tested goodwill for impairment in July 2005 upon 

the disfribution of substantially all of our Canadian business to Duke Energy, in conjunction with the 50-50 Transaction. These goodwill 

impairment tests were performed by comparing our reporting units' estimated fair values to their carrying, or book, values. These valu

ations indicated our reporting units' fair values were in excess of tiieir carrying, or book, values; therefore, we have determined that there 

is no indication of impairment. There were no impairments of goodwill for the years ended December 31 , 2006 and 2005. 

2006 2005 
(millions) 

$421 
— 
— 

— 

$421 

$452 

(11) 
(2) 

(18) 

$421 
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During 2005, we recorded an adjustment to properly account for deferred taxes established as a resurt of purchase business combi

nations that occurred during 2001. As a resurt of this adjustment, goodwill and deferred income tax liabilities decreased by approximately 

S l l million and $3 million, respectively, and property, plant and equipment net increased by $8 million. 

In July 2005, as part of the 50-50 Transaction, we distributed to Duke Energy substantially all of our Canadian business. Included in 

the distribution was $18 million of goodwill, which was determined based on the relative fair value of the Canadian business to the fair 

value of the Natural Gas Services reporting unrt. 

The gross carrying amount and accumulated amortization for commodity sales and purchases contracts are as follows for the years 

ended December 31 : 

2006 2005 
(milHons) 

$132 $130 

(74) (64) 

Commodity sales and purchases contracts 

Accumulated amortization 

Commodity sales and purchases contracts, net $ 58 $ 66 

During the years ended December 31, 2006 and 2005, we recorded amortization expense associated with commodity sales and 

purchases contracts of $9 million. The remaining amortization periods for these intangibles range from less than one year to 20 years 

with a weighted average remaining period of approximately 7 years. 

Estimated amortization for these confracts for the next five years and thereafter is as follows: 

Estimated Amortization 

f 
2007 

2008 

2009 

2010 

2011 

Thereafter 

Total 

(millions) 

$ 8 
8 
8 
8 
7 

19 

$58 

i» 

8. Investments In Unconsolidated Affiliates 

We have investments in the following unconsolidated affiliates accounted for using the equity method: 

Discovery Producer Services LLC 

Main Pass Oil Gathering Company 

Sycamore Gas System General Parinership 

Mont Belvieu 1 

Tri-States NGL Pipeline, LLC 

Black Lake Pipe Line Company 

Other unconsolidated affiliates 

Total investments in unconsolidated affiliates 

Discovery Producer Services LLC—Discovery Producer Services LLC, or Discovery^ owns and operates a 600 MMcf/d interstate 

pipeline, a condensate handling facility, a cryogenic gas processing plant, and other gatiiering assets in deepwater offshore Louisiana. In 

December 2005, we acquired an additional 6.67% interest in Discovery from Williams Energy, LLC for a purchase price of $13 million, 

bringing our total ownership to 40%. The deficrt between the carrying amount of the investinent and tfie underlying equity of Discovery of 

$49 million at December 31 , 2006, is associated witii, and is being depreciated over the life of, the underlying long-lived assets of 

Discovery. 

2006 
Ownership 

December 31, 
2006 

(miiiions) 

40.00% 
65.67% 
48.45% 
20.00% 
16.67% 
50.00% 

Various 

$114 
47 
12 
11 
9 
6 
6 

$204 

2005 

$102 
13 
13 
12 
9 
6 

14 

$169 
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Mam Pass Oil Gathenng Company^n December 2006, we acquired an additional 33.33% interest in Main Pass, a joint venture 

whose primary operation is a crude oil gathering pipeline system in tiie Main Pass East and Viosca Knoll Block areas in tiie Gulf of Mexico. 

We now own 66.67% of Main Pass with one other partner. Since Main Pass is not a variable interest entity, and we do not have the abilrty 

to exercise control, we continue to account for Main Pass under the equity method. The excess of the carrying amount of the investment 

over the underlying equity of Main Pass of $12 million at December 31 , 2006, is associated with, and is being depreciated over the life 

of, the underiying long-lived assets of Main Pass. 

Sycamore Gas System General Partnersh/p—Sycamore Gas System General Partnership, or Sycamore, is a partnership formed for 

the purpose of consfructing, owning and operating a gas gathering and compression system in Carter County, Oklahoma. The excess of 

the carrying, amount of the investment over the underlying equity of Sycamore of $9 million at December 31 , 2006, is associated wrth, 

and is being depreciated over the life of, the underlying long-lived assets of Sycamore. 

Mont Belvieu /—Mont Belvieu 1 owns a 150 MBbl/d fractionation facility in the Mont Belvieu, Texas Market Center. The deficrt 

behween tiie carrying amount of the investment and the underlying equity of Mont Belvieu 1 of $11 million at December 31 , 2006, is asso

ciated with, and is being depreciated over the life of, the underlying long-lived assets of Mont Belvieu 1. 

Tri-States NGL Pipeline, LLC—Tri-States NGL Pipeline, LLC, or Tri-States, owns 169 miles of NGL pipeline, extending from a point 

near Mobile Bay, Alabama to a point near Kenner, Louisiana. The deficrt between the carrying amount of the investment and the underlying 

equity of Tri-States of $3 million at December 31 , 2006, is associated with, and is being depreciated over the life of, the underlying long-

lived assets of Tri-States. We own less tiian 20% interest in this Partnership, however, we exercise significant influence, therefore, this 

investment is accounted for under the equity method of accounting in accordance with APB Opinion No. 18, "The Equity Method of 

Accounting for /nvestments in Common Stock." 

Black Lake Pipe Line Company^-Black Lake Pipe Line Company, or Black Lake, owns a 317 mile long NGL pipeline, with a current 

capacity of approximately 40 MBb|/d. The pipeline receives NGLs from a number of gas plants in Louisiana and Texas. The NGLs are 

transported to Mont Belvieu fractionators. The deficrt between the carrying amount of the investment and the underlying equity of Black 

Lake of $7 million at December 31 , 2006, is associated wrtti, and is being depreciated over the life of, the underlying long-lived assets of 

Black Lake. 

Fox Plant, LLC—In May 2006, we purchased the remaining 50% interest in Fox Plant, LLC, a limited liability company formed for the 

purpose of constructing, owning, and operating a gathering facility and gas processing plant in Carter County, Oklahoma. Subsequent to 

May 2006, Fox Plant, LLC was accounted for as a consolidated subsidiary. Fox Plant, LLC is included in other unconsolidated affiliates in 

the above table as of December 31 , 2005. 

TEPPCO Partners, L.P.—In February 2005, we sold our general partner interest in TEPPCO to Enterprise GP Holdings L.P., an 

unrelated third party, for $1,100 million in cash and recognized a gain of $1,137 million. 

Equity in earnings of unconsolidated affiliates amounted to tfie following for the years ended December 31 : 

2006 2005 

Discovery Producer Services LLC 

Main Pass Oil Gathering Company 

Sycamore Gas System General Partnership 

Mont Belvieu 1 

Tri-States NGL Pipeline, LLC 

Black Lake Pipe Line Company 

TEPPCO Partners, L.P. 

Other unconsolidated affiliates 

Total equity in earnings of unconsolidated affiliates 

(millions) 
$17 

3 
(1) 
(1) 
1 

1 

$20 

$11 
3 
(1) 
(1) 
1 

8 
1 

$22 
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The following summarizes combined financial information of unconsolidated affiliates for the years ended and as of December 31 : 

2006 2005 

Income statement: 

Operating revenues 

Operating expenses 

Net income 

Balance sheet: 

Current assets 

Non-current assets 

Current liabilities 

Non-current liabilities 

Net assets 

Imilfions) 

$322 

$287 

$ 42 

$115 

724 
61 
7 

$771 

$328 

$312 

$ 18 

$133 

740 
81 
6 

$786 

p 

9. Estimated Fair Value of Financial Instruments 

We have determined the following fair value amounts using available market information and appropriate valuation methodologies. 

Considerable judgment is required, however, in interpreting market data to develop the estimates of fair value. Accordingly, the.estimates 

presented herein are not necessarily indicative of the amounts that we could realize In a current market exchange. The use of different 

market assumptions and/or estimation metiiods may have a material effect on the estimated fair value amounts. 

December 31,2006 December 31, 2005 

Short-term investments 

Restricted investments 

Accounts receivable 

Accounts payable 

Net unrealized gains and losses on mark-to-market and hedging insfruments 

Current maturities of long-term debt 

Long-term debt 

The fair value of short-term investments, resfricted investments, accounts receivable and accounts payable are not materially differ

ent from their carrying amounts because of the short-term nature of these insfruments or the stated rates approximating martlet rates. 

Unrealized gains and unrealized losses on mark-to-market and hedging instruments are carried at fair value. 

The estimated fair values of current debt, including current maturities of long-term debt, and long-term debt, wrth the exception of 

DCP Partners' long-term debt, are determined by prices obtained from market quotes. The carrying value of DCP Partners' long-term debt 

approximates fair value, as the interest rate is variable and reflects current market conditions. 

Carrying 
Amount 

$ 437 

102 
1,272 

(1,624) 

22 

(2,115) 

Estimated Fair 
Vaiue 

Carrying 
Amount 

(millions) 

$ 437 $ 627 

102 
1,272 

(1,624) 

22 

(2,258) 

364 
1,636 

(2,119) 

14 

(300) 

(1,760) 

Estimated Fair 
Value 

$ 627 

364 
1,636 

(2,119) 

14 

(302) 

(1,942) 

p 

10. Asset Retirement Obligations 

Our asset retirement obligations relate primarily to the retirement of various gathering pipelines and processing facilities, obligations 

related to right-of-way easement agreements, and confractual leases for land use. We recognize the fair value of a liability for an asset 

retirement obligation in the period in which it is incurred, rt a reasonable estimate of fair value can be made. The fair value of tiie liability is 

added to the carrying amount of the associated asset This additional carrying amount is then depreciated over the life of the asset The 

liability increases due to the passage of time based on the time value of money until the obligation is settled. 

We identified various assets as having an indeterminate life, for which there is no requirement to establish a fair value for future retire

ment obligations associated wrth such assets. These assets include certain pipelines, gathering systems and processing facilrties. A 

liability for these asset retirement obligations will be recorded only if and when a future retirement obligation with a determinable life Is 

identified. These assets have an indeterminate life because they are owned and will operate for an indeterminate futijre period when prop

erly maintained. Additionally, rt the portion of an owned plant containing asbestos were to be modifled or dismantled, we would be legally 
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required to remove the asbestos. We currentiy have no plans to take actions that would require the removal of the asbestos in these 

assets. Accordingly, the fair value of the asset retirement obligation related to tills asbestos cannot be estimated and no obligation has 

been recorded. 

The asset retirement obligation is adjusted each quarter for any liabilrties incurred or settled during the period, accretion expense 

and any revisions made to tiie estimated cash flows. The following table summarizes changes in the asset retirement obligation, included 

in other long-term liabilities in the consolidated balance sheets, for the years ended December 31 : 

2006 2005 

Balance as of January 1 

Accretion expense 

Liabilities incurred 

Liabilrties settled 

Disfribution of Canadian business to Duke Energy 

Other 

Balance as of December 31 

(mS)ions) 

$50 
3 

_ 

(11 
— 
— 

$52 

$57 
3 
1 

— 
(10) 

(1) 

$50 

1 1 . Financing 

Long-term debt was as follows at December 31; 

Debt securities: 

Issued November 2001, interest at 5.750% payable semiannually, due November 2006 

Issued August 2000, interest at 7.875% payable semiannually, due August 2010 

Issued January 2001, interest at 6.875% payable semiannually, due February 2011 

Issued October 2005, interest at 5.375% payable semiannually, due October 2015 

Issued August 2000, interest at 8.125% payable semiannually, due August 2030 

Issued October 2006, interest at 6.450% payable semiannually, due November 2036 

DCP Partners' credrt facility revolver, weighted average interest rate of 5.86% at December 31 , 2006, due 

December 2010 

DCP Partners' credrt facility term loan, interest rate of 5.47% at December 31 , 2006, due December 2010 

Fair value adjustments related to interest rate swap fair value hedges'^' 

Unamortized discount 

Current portion of long-term debt 

Long-term debt 

!ai See Note 12 for further discussion. 

Debt Securities—\r\ October 2006, we issued $300 million principal amount of 6.45% Senior Notes due 2036, or the 6.45% Notes, 

for proceeds of approximately $297 million (net of related offering costs). The 6.45% Notes mature and become due and payable on 

November 3, 2036. We will pay Interest semiannually on May 3 and November 3 of each year, commencing May 3, 2007. The proceeds 

from this offering were used to repay our 5.75% Senior Notes that matured on November 15, 2006. 

In October 2005, we issued $200 million principal amount of 5.375% Senior Notes Due 2015, or 5.375% Notes, for proceeds of 

$197 million (net of related offering costs). The 5.375% Notes mature on October 15, 2015. We pay interest semiannually on April 15 

and October 15 of each year, commencing April 15, 2006. The proceeds from this offering were used to repay the August 2005 term 

loan facility discussed below. 

In August 2005, we repaid the $600 million 7.5% Notes that were due on August 16, 2005. We repaid a portion of this debt wrth 

available cash and proceeds from the issuance of commercial paper, and refinanced a portion of this debt with the August 2005 term 

loan facility discussed below. 

The debt securities mature and become payable on the respective due dates, and are not subject to any sinking fund provisions. 

Interest is payable semiannually. The debt securities are unsecured and are redeemable at our option. 

Principal/Discount 

2006 2005 

(millions) 

$ -

800 
250 
200 
300 
300 

168 
100 

4 
(7) 
— 

$2,115 

$ 300 

800 
250 
200 
300 
— 

110 
100 

7 
(7) 

(3001 

$1,760 
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Credit Facilities with Financiai Institutions—On April 29, 2005, we entered into a credrt facility, or the Facility, to replace a $250 million 

364-day facility that was terminated on April 29, 2005. The Facility is used to support our commercial paper program, and fi3r working capi

tal and other general corporate purposes. In December 2005, we amended the Facility to amend the definition of consolidated capitalization 

to include minority interest, which is referred to in these financial statements as non-confrolling interest. In October 2006, we amended the 

Facility to modify the change of confrol provisions to allow for tiie Spectra spin, to extend the maturity April 29, 2012, to amend the pricing, 

to remove the interest coverage covenant and to incorporate other minor revisions. Any outstanding borrowings under the Facility at maturity 

may, at our option, be converted to an unsecured one-year term loan. The Facilrty is a $450 million revolving credrt facilrty, all of which can 

be used for letters of credit. The Facility requires us to maintain at all times a debt to total caprtalization ratio of less than or equal to 60%. 

Draws on the Facility bear interest at a rate equal to, at our option and based on our current debt rating, erther (1) LIBOR plus 0.35% per 

year for the initial 50% usage or LIBOR plus 0.45% per year rt usage is greater than 50% or (2) the higher of (a) the Wachovia Bank prime 

rate per year and (b) the Federal Funds rate plus 0.5% per year. The Facility incurs an annual facility fee of 0.1% based on our credrt rating 

on the drawn and undrawn portions. As of December 31, 2006, there were no borrowings or commercial paper outstanding, and there was 

approximately $5 million in letters of credrt drawn against the Facility. As of December 31, 2005, tiiere were no borrowings or commercial 

paper outstanding, and there were no letters of credrt drawn against the Facility. 

In August 2005, we entered into a credrt agreement, or the Term Loan Facility, where we made a one-time request to borrow $200 

million in the form of a term loan. We used this Term Loan Facility to repay a portion of our $600 miillon 7.5% Notes that matured on 

August 16, 2005. The Term Loan Facility was repaid in October 2005 with proceeds from the 5.375% Notes. 

On December 7, 2005, DCP Partners entered into a 5-year credrt agreement, or tiie DCP Partners' Credrt Agreement with a $250 

million revolving credrt facility and a $100 million term loan facility. The DCP Partners' Credrt Agreement matures on December 7, 2010. 

At December 31, 2006 and 2005, there was $168 million and $110 million, respectively, outstanding on the revolving credk fadlity and 

$100 million outstanding on the term loan facilrty. The term loan facility is fully collateralized by investments in high-grade securities, 

which are classified as restricted investments on the accompanying consolidated balance sheet. Outstanding letters of credrt on the DCP 

Partners' Credit Agreement were less than $1 million as of December 31 , 2006, and there were no letters of credrt outstanding at 

December 31, 2005. The DCP Partners' Credrt Agreement requires DCP Pariners to maintain at all times (commencing with the quarter 

ending March 31 , 2005) a leverage ratio (the ratio of DCP Partners' consolidated indebtedness to its consolidated EBITDA, in each case 

as is defined by the DCP Partners' Credrt Agreement) of less than or equal to 4.75 to 1.0 (and. on a temporary basis for not more than 

three consecutive quarters following the acquisition of assets in the midstream energy business of not more than 5.25 to 1.0); and main

tain at the end of each fiscal quarter an interest coverage ratio (defined to be the ratio of adjusted EBITDA, as defined by the DCP Part

ners' Credrt Agreement to be earnings before interest, taxes and depreciation and amortization and other nonK;ash adjustments, for tiie 

four most recent quarters to interest expense for the same period) of greater than or equal to 3.0 to 1.0. Indebtedness under the revolv

ing credit facility bears interest, at our option, at eittier (1) the higher of Wachovia Bank's prime rate or the federal funds rate plus 0.50% 

or (2) LIBOR plus an applicable margin, which ranges from 0.27% to 1.025% dependent upon the leverage level or credit rating. As of 

December 31 , 2006, the $100 million term loan facility bears interest at LIBOR plus a rate per annum of 0.15%. The revolving credrt 

facility incurs an annual facility fee of 0.08% to 0.35%, depending on the applicable leverage level or debt rating. This fee is paid on drawn 

and undrawn portions of the revolving credrt facility. 

Approximate future maturities of long-term debt in the year indicated are as follows at December 31 , 2006: 

2010 

2011 

Thereafter 

Unamortized discount 

Long-term debt 

Debt Maturities 

(millions) 

$1,068 
250 
804 

2,122 
(7) 

S2,115 

P 12. Risk Management and Hedging Activities, Credit Risk and Financiai Instruments 

Commodity price risk—Our principal operations of gathering, processing, compression, transportation and storage of natural gas, 

and the accompanying operations of fractionation, transportation, gathering, freating, processing, storage and trading and marketing of 

NGLs create commodity price risk exposure due to market fluctuations in commodity prices, primarily with respect to the prices of NGLs, 
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natural gas and crude oil. As an owner and operator of natural gas processing and ottier midstream assets, we have an inherent 
exposure to market variables and commodity price risk. The amount and type of price risk is dependent on tiie underiying natural gas 
contracts entered into to purchase and process raw natural gas. Risk is also dependent on ttie types and mechanisms for sales of natural 
gas and NGLs, and related products produced, processed, franspori^d or stored. 

Energy trading (market) risk—Certain of our subsidiaries are engaged in the business of trading energy related products and serv^ 
ices, including managing purchase and sales portfolios, storage confracts and facilities, and fransportation commitments for products. 
These energy trading operations are exposed to market variables and commodrty price risk wrth respect to these products and services, 
and we may enter into physical contracts and financial instruments with the objective of realizing a positive margin from the purchase and 
sale of commodity-based instruments. 

Interest rate risk—We enter into debt arrangements that have either fixed or floating rates, therefore we are exposed to market 

risks related to changes in interest rates. We periodically use interest rate swaps to hedge interest rate risk associated wrth our debt Our 

primary goals include (1) maintaining an appropriate ratio of fixed-rate debt to floating-rate debt; (2) reducing volatility of earnings result

ing from interest rate fluctuations; and (3) locking in attractive interest rates based on historical rates. 

Cred/t ris/(—Our principal customers range from large, natural gas marketing services to industrial end-users for our natural gas 
products and services, as well as large multi-national petrochemical and refining companies, to small regional propane distributors for our 
NGL products and services. Substantially all of our natural gas and NGL sales are made at market-based prices. Approximately 40% of 
our NGL production is committed to ConocoPhillips and CP Chem und^r an existing 15-year contract which expires in 2015. This concen
tration of credrt risk may affect our overall credrt risk, in tiiat these customers may be similarly affected by changes in economic, regu
latory or other factors. Where exposed to credrt risk, we analyze the counterparties' financial condition prior to entering into an 
agreement establish credrt limits and monrtor the appropriateness of these limits on an ongoing basis. We may use master collateral 
agreements to mrtigate credrt exposure. Collateral agreements provide for a counterparty to post cash or letters of credrt for exposure in 
excess of the established threshold. The threshold amount represents an open credrt limrt, determined in accordance witii our credrt poli
cy. The coHateral agreements also provide that the inability to post collateral is sufficient cause to terminate a contract and liquidate ali 
positions. In addition, our standard gas and NGL sales confracts contain adequate assurance provisions, which allow us to suspend deliv
eries and cancel agreements, or continue deliveries to the buyer after the buyer provides security for payment in a satisfactory form. 

As of December 31, 2006, we held cash or letters of credrt of $83 million to secure ftjtijre performance of financial or physical 
contracts, and had deposited witfi counterparties $7 million of such collateral to secure our obligations to provide future services or to 
perform under financial confracts. Collateral amounts held or posted may be fixed or may vary, depending on the value of tiie underlying 
contracts, and could cover normal purchases and sales, trading and hedging contracts. In many cases, we and our counterparties' pub
licly disclose credrt ratings, which may impact the amounts of collateral requirements. 

Physical forward contracts and tinancial derivatives are generally cash settled at the expiration of the contract term. Tiiese trans
actions are generally subject to specrtic credrt provisions within the contracts that would allow the seller, at rts discretion, to suspend 
deliveries, cancel agreements or continue deliveries to the buyer after ttie buyer provides security for payment satisfactory to the seller. 

Commodity hedging sfrateg/es—Historically, we have used commodity cash flow hedges, as specifically defined in SFAS 133, to 
reduce the potential negative impact that commodrty price changes could have on our earnings and our ability to adequately plan for cash 
needed for debt service, caprtal expendrtures and tax disfributions. Our current strategy is to use cash flow hedges only for commodity 
price risk related to DCP Partners' operations. Some of the assets operated by DCP Pariners generate cash flows tiiat are subject to 
volatility from fluctuating commodity prices. As a publicly fraded master limited partnership, an important component of the strategy of 
DCP Partners is to generate consistent cash flow from rts operations in order to pay distributions to its unitholders. For operations other 
than those of DCP Partners, we do not currently anticipate using cash flow hedges in the near future, because management believes cash 
flows will be sufficient to fund our business. 

Commodity cash flow hedges—We have executed a series of derivative financial instruments, which have been designated as cash 
flow hedges of the price risk associated witii forecasted sales of natijral gas, NGLs and condensate through 2010, and the price risk 
associated with forecasted sales of condensate during 2011, related to assets of DCP Partners. Because of the sfrong correlation 
beti/veen NGL prices and crude oil prices, and the lack of liquidity in the NGL financial market we have used crude oil swaps to hedge 
NGL price risk. 

For the year ended December 31, 2006, amounts recognized as comprehensive income in tiie consolidated statements of oper
ations and comprehensive income for changes in the fair value of these hedge instruments were gains of $4 million, and amounts recog
nized for the effects of any ineffectiveness were insignificant for the year ended December 31 , 2006. For the year ended December 31 , 
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2005, amounts recognized in Hie consolidated statements of operations and comprehensive income for changes in the fair vs^ue of these 
hedge insfruments and for the effects of any ineffectiveness were not significant During the year ended December 31, 2006, we 
reclassified $1 million in net gains (net of minority interest of $2 million) to the consolidated statements of operations and comprehensive 
income as a resurt of settlements. No derivative gains or losses were reclassified from AOCI to current period earnings as a resuft of a 
change in the probability of forecasted transactions occurring, which would cause us to discontinue hedge treatment The deferred bal
ance in AOCI was a gain of $3 million at December 31, 2006, and was insignificant at December 31 , 2005. As of December 31, 2006, 
$1 million of deferred net gains on derivative instruments in AOCI are expected to be reclassified into earnings during tiie next 12 montiis 
as the hedged fransactions impact earnings; however, due to the volatility of the commodrties markets, the corresponding v^ue in AOCI 
is subject to change prior to its reclassrtication into earnings. 

Commodrty fair vaiue hedges—We use fair value hedges to hedge exposure to changes in the fair value of an asset or a liability (or 
an identified portion thereof) that is attributable to fixed price risk. We may hedge producer price locks (fixed price gas purchases) and 
market locks (fixed price gas sales) to reduce our exposure to fixed price risk via swapping the fixed price risk for a floating price position 
(New York Mercantile Exchange or index based). 

For the years ended December 31, 2006 and 2005, the gains or losses representing tiie ineffective portion of our fair value hedges 
were not significant All components of each derivative's gain or loss are included in the assessment of hedge effectiveness, unless 
otherwise noted. We did not have any firm commitments that no longer qualified as fair value hedge items and, therefore, did not recog
nize an associated gain or loss. 

Interest rate cash flow hedges—During 2006, DCP Partners entered into interest rate swap agreements to convert $125 million of 
the indebtedness on their revolving credrt facility to a fixed rate obligation, thereby reducing the exposure to market rate fluctuations. All 
interest rate swaps expire on December 7. 2010 and re-price prospectively approximately every 90 days. The differences to be paid or 
received under the interest rate swap agreements are recognized as an adjustment to interest expense. The interest rate swap agree
ments have been designated as cash flow hedges, and effectiveness is determined by matching the principal balance and terms with that 
of the specified obligation. The effective portions of changes in fair value are recognized in AOCI in the accompanying consolidated bal
ance sheets. For the year ended December 31, 2006, amounts recognized in the consolidated statements of operations and compre
hensive income for changes in ttie fair value of these hedge insfruments were not significant and there was no ineffectiveness recorded 
for the year ended December 31, 2006. At December 31 , 2006, the gains deferred in AOCI related to tiiese swaps were insignificant. At 
December 31, 2006, the amount of deferred net gains on derivative insfruments in AOCI that are expected to be reclassified into earn
ings during tiie next 12 months as ttie hedged transactions occur are insignificant; however, due to the volatility ofthe interest rate mar
kets, the corresponding value in AOCI is subject to change prior to its reclassrtication into earnings. 

Prior to issuing fixed rate debt in August 2000. we entered into, and terminated, treasury locks and interest rate swaps to lock in the 
interest rate prior to rt being fixed at the time of debt issuance. The losses realized on these agreements, which were terminated in 2000, 
are deferred into AOCI and amortized against interest expense over tfie life of the respective debt The amount amortized to interest 
expense during the years ended December 31 , 2006 and 2005, was $1 million for both periods. Ttie deferred balance was a loss of $7 
million and $8 million at December 31, 2006 and 2005, respectively. Approximately $1 million of deferred net losses related to these 
insfruments in AOCI are expected to be reclassified into earnings during the next 12 months as the underlying hedged interest expense 
transaction occurs. 

Interest rate fair value hedges—In October 2001, we entered into an interest rate swap to convert $250 mMon of fixed-rate debt 
securities, which were issued in August 2000, to floating rate debt. The interest rate fair value hedge was at a floating rate based on a 
six-month LIBOR, which was re-priced semiannually through the date of maturity, August 2005. 

In August 2003, we entered into two additional interest rate swaps to convert $100 million of fixed-rate debt securrties issued in 
August 2000 to floating rate debt These interest rate fair value hedges are at a floating rate based on six-month LIBOR, whichis 
re-priced semiannually through 2030. The swaps meet conditions, which permrt tiie assumption of no ineffectiveness, as defined by SFAS 
133. As such, for the life of the swaps no ineffectiveness will be recognized. Asof December 31 , 2006 and 2005, the fair value of the 
interest rate swaps was a $4 million and $8 million asset, respectively, which is included in the consolidated balance sheets as unrealized 
gains or losses on mark-to-market and hedging insfruments with offsets to tiie underlying debt included in current maturrties of long-term 
debt and long-term debt. 

Comrr]odity derivatives—trad/ng and marketing^-Our trading and mari^eting program is designed to realize margins related to 
fluctuations in commodity prices and basis drtferentials, and to maximize the value of certain storage and fransportation assets. Certain 
of our subsidiaries are engaged in tfie business of trading energy related products and services including managing purchase and sales 
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portfolios, storage contracts and facilities, and transportation commitments for products. These energy trading operations are exposed 

to market variables and commodity price risk with respect to these products and services, and may enter into physical confracts and 

financial instruments with tiie objective of realizing a posrtive margin from tiie purchase and sale of commodity-based instruments. We 

manage our frading and marketing portfolio with sfrict policies, which limrt exposure to market risk, and require daily reporting to 

management of potential financial exposure. These policies include statistical risk tolerance limits using historical price movements to 

calculate daily value at risk. 

13. Stock-Based Compensation 

DCP Midsbream, LLC Long-Term Incentive Plan, or 2006 Plan—Relative Performance Un/ts—RPU's generally cliff vest at the 

end of eight years, consisting of a three year performance period and a five year deferral period. The number of RPU's tiiat will urtimately 

vest range from 0% to 200% of the outstanding RPU's, depending on the achievement of specified performance targets over a three year 

period ending on December 31 , 2008. The final performance payout is determined by the compensation committee of our board of direc

tors. At the end of tfie performance period, based on the market value of the RPU's, we will create an account for each grantee In our 

deferred compensation plan. Payment of the grantee's deferred compensation account will occur after a five year deferral period, the 

value of which is based on the value of the participant's investment elections during the deferral period. Each RPU includes a dividend or 

disfribution equivalent right, which will be paid in cash at the end of the performance period. Expense related to the RPUs for tfie year 

ended December 31 , 2006, was not significant. At December 31 , 2006, there was approximately $1 million of unrecognized compensa

tion expense related to the RPU's, v^ich was calculated using an estimated forferture rate of 64%, and is expected to be recognized over 

a weighted-average period of 7.0 years. Ttie following tables presents information related to RPUs: 

Outstanding at December 31 , 2005 

Granted 

Outstanding at December 31, 2006 

Units 

44,080 

Grant 
Date 

Weighted-
Average 

Price 
Per Unit 

$ -
$42.89 

Measurement 
Date 

Weighted-
Average 

Price 
Per Unit 

44,080 $42.89 $50.78 

Expected to vest 15,869 $42.89 $50.78 

Strategic Performance L/n/ts—SPU's generally clrtf vest at the end of three years. The number of SPU's that will ultimately vest range 

from 0% to 150% of the outstanding SPU's, depending on tfie achievement of specified performance targets over a tfiree year period 

ending on December 31 , 2008. The final performance payout is determined by the compensation committee of our board of directors. 

Each SPU Includes a dividend or distribution equivalent right, which will be paid in cash at the end of tiie performance period. Expense 

related to the SPUs for the year ended December 31, 2006, was approximately $1 million. At December 31 , 2006 tiiere was approx

imately $3 million of unrecognized compensation expense related to tiie SPU's, which was calculated using estimated forferture rates 

ranging from 12% to 32%, and is expected to be recognized over a weighted-average period of 2.0 years. The following tables presents 

information related to SPUs: 

Outstanding at December 31, 

Granted 

2005 

Outstanding at December 31 , 2006 

Expected to vest 

Units 

84,960 

84,960 

65,949 

Grant 
Date 

weighted-
Average 

Price 
Per Unit 

$ -
$42.92 

$42.92 

$42.92 

(Measurement 
Date 

Weighted-
Average 

Price 
Per Unit 

$50.78 

$50.78 
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The estimate of RPU's and SPU's that are expected to vest is based on highly subjective assumptions that could potentially change 

over time, including the expected forfeiture rate and achievement of performance targets. Therefore the amounts of unrecognized con> 

pensation expense noted above does not necessarily represent the value that wilt ultimately be realized in our consolidated statements of 

operations and comprehensive income. 

Phantom Units—Phantom Unrts generally cliff vest at the end of five years. Each Phantom Unrt includes a dividend or disfribution 

equivalent right, which is paid quarterly in arrears. Expense related to the Phantom Unrts for the year ended December 31 , 2006, was not 

significant. At December 31 , 2006 there was approximately $1 million of unrecognized compensation expense related to the Phantom 

Units, which was calculated using an estimated forfeiture rate of 19%, and is expected to be recognized over a weighted-average period 

of 4.0 years. The following table presents information related to Phantom Unrts: 

Grant Measuremem 

Units 

17,460 

17,460 

Weighted-
Average 

Price 
Per Unit 

$ -
$42.95 

$42.95 

Weighted-
Average 

Price 
Per Unit 

$50.78 

f 

Outstanding at December 31, 2005 

Granted 

Outstanding at December 31 , 2005 

Expected to vest 14,143 $42.95 $50.78 

DCP Partners' Phantom Un/ts—The DCP Partners' Phantom Units constitute a notional unrt equal to the fair value of a common unit of 

DCP Partners, which generally cliff vest at December 31 , 2008. Each DCP Partners' Phantom Unit includes a distribution equivalent right, 

which is paid quarterly in arrears. Expense related to the DCP Partners' Phantom Units for the year ended December 31, 2006, was not 

significant. At December 31 , 2006 tiiere was approximately $1 million of unrecognized compensation expense related to the DCP Part

ners' Phantom Unrts, which was calculated using estimated forfeiture rates ranging from 12% to 32%, and is expected to be recognized 

over a weighted-average period of 2.0 years. The following table presents information related to the DCP Partners' Phantom Units: 

Grant Measurement 
Date Date 

Weighted- Weighted-
Average Average 

Price Price 
Units Per Unit Per Unit 

Outstanding at December 31, 2005 
Granted 

Outstanding at December 31, 2006 

~ $ -
47,750 $28.60 

$28.60 47,750 

Expected to vest 34,920 $28.60 

During the year ended December 31, 2006, no awards under Uie 2006 Plan were forfeited, vested or settled. 

$34.55 

$34.55 

i> 
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DCP Parhiers' Long-Term Incentive Plan, or DCP Partners' Plan—Performance Un/ts—Performance Units generally cliff vest 

at the end of a three year performance period. The number of Performance Units that will ultimately vest range from 0% to 150% of the 

outstanding Performance Units, depending on the achievement of specified performance targets over a three year period ending on 

December 31 , 2008. The final performance percentage payout is determined by the compensation committee of DCP Partners' board of 

directors. Each Performance Unrt includes a disfribution equivalent right, which will be paid in cash at the end of the performance period. 

Expense related to the Performance Units for tiie year ended December 31 , 2006, was not significant. At December 31 , 2006, there 

was approximately $1 million of unrecognized compensation expense related to the Performance Units, which is expected to be recog

nized over a weighted-average period of 2.0 years. The following tables presents information related to the Performance Units: 

Outstanding at December 31 , 2005 

Granted 

Forfeited 

Outstanding at December 31 , 2006 

Units 

40,560 

(17,470) 

23,090 

23,090 

Grant Date 
Weighted-

Average Price 
Per Unit 

$ -
$26.96 

$26.96 

$26.96 

$26.96 

Measuremem 
Date 

Weighted-
Averase Price 

Per Unit 

$34.55 

$34.55 Expected to vest 

The estimate of Performance Unrts tiiat are expected to vest is based on highly subjective assumptions that could potentially change 

over time, including the expected forfeiture rate and achievement of performance targets. Therefore the amount of unrecognized 

compensation expense noted above does not necessarily represent the value tiiat VAII ultimately be realized in our consolidated state

ments of operations and comprehensive income. 

Phantom Units—Of ttie Phantom Units, 16,700 units will vest upon tiie three year anniversary of the grant date and 8,000 units vest 

ratably over three years. Each Phantom Unrt includes a distribution equivalent right which is paid quarterly in arrears. Expense related to 

the Phantom Units for the year ended December 31 , 2006, was not significant. At December 31 , 2006, estimated unrecognized 

compensation expense related to the Phantom Units was not significant. The following tables presents information related to the Phantom 

Units: 

Units 

35,900 

(11,2001 

24,700 

24,700 

Grant Date 
Weighted-

Average Price 
Per Unit 

$ -
$24.05 

$24.05 

$24.05 

$24.05 

Measurement 
Date 

Weighted-
Average Price 

Per Unit 

$34.55 

$34.55 

Outstanding at December 31 , 2005 

Granted 

Forfeited 

Outstanding at December 31 , 2006 

Expected to vest 

The estimate of Phantom Units that are expected to vest is based on highly subjective assumptions that could potentially change 

over time, including ttie expected forfeiture rate. Therefore the amount of unrecognized compensation expense noted above does not 

necessarily represent the value that will ultimately be realized in our consolidated statements of operations and comprehensive income. 

All awards issued under the 2006 Plan and tfie DCP Partners' Plan are intended to be settled in cash upon vesting. Compensation 

expense is recognized ratably over each vesting period, and will be remeasured quarterly for all awards outstanding until the unrts are 

vested. The fair value of all awards is determined based on the closing price of the relevant underlying securities at each measurement 

date. During tfie year ended December 31 , 2006, no awards were vested or settled. 

Duite Energy 1998 Pian—Under rts 1998 Plan, Duke Energy granted certain of our key employees stock options, phantom stock 

awards, stock-based performance awards and other stock awards to be settled in shares of Duke Energy's common stock. Upon 

execution of the 50-50 Transaction in July 2005, our employees incun-ed a change in status from Duke Energy employees to 

norv^mployees. As a result we ceased accounting for tiiese awards under APB 25 and FIN 44, and began accounting fr)r these awards in 

accordance with EITF 96-18, using the fair value method prescribed in SFAS 123. No awards have been and we do not expect to settle 

any awards granted under the 1998 Plan with cash. 
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Stock Options—Under the 1998 Plan, the exercise price of each option granted could not be less tiian the market price of Duke 

Energy's common stock on the date of grant. Vesting periods range from immediate to four years witii a maximum option term of 10 

years. Effective July 1, 2005, these options were accounted for in accordance with EITF 96-18, using the fair value method prescribed in 

SFAS 123. As a result compensation expense subsequent to July 1, 2005, is recognized based on the change in tiie fair value of tiie 

stock options at each reporting date until vesting. 

The foltowing tables show information regarding options td purchase Duke Energy's common stock granted to our emptoyees. 

W^ghted-Average Aggregate 
Weighted-Average Remaining Life intrinsic Vaiue 

Shares 

Outstanding at December 31, 2005 

Exercised 

Forfeited 

Outstanding at December 31 , 2006 

Shares 

2,592,567 

(367,088) 

(124,417) 

2,101,062 

1,941,212 

155,630 

Exercise Price 

$29.46 

$21.15 

$29.96 

$30.89 

$32,30 

$13.77 

(yeare) 

5.2 

4.1 

4.0 
6.2 

(millions) 

$12 

$ 9 
$ 3 

p 

p 

Exercisable at December 31, 2006 

Expected to vest 

The total intrinsic value of options exercised during the year ended December 31,2006 and 2005, was approximately $3 million and 

$2 million, respectively. As of December 31 , 2006, all compensation expense related to these awards has been recognized. 

There were no options granted during the years ended December 31 , 2006 or 2005. 

Stock-Based Performance Awards-Stock-based performance awards outstanding under the 1998 Plan vest over three years rt 

certain performance targets are achieved. Duke Energy awarded 160,910 shares during the year ended December 31 , 2005. There 

were no stock-based performance awards granted during the year ended December 31 , 2006. 

The following table summarizes information about stock-based performance awards activity during the year ended December 31 , 

2006: 

Outstanding at December 31 , 2005 

Forfeited 

Outstanding at December 31 , 2006 

Expected to vest 

As of December 31, 2006, the estimated unrecognized compensation expense related to these awards was approximately $1 mil

lion, which is expected to be recognized over a weighted-average period of less than 1 year. No awards were granted, vested or can

celed during the year ended December 31 , 2006. 

Phantom Stock Awards—Phantom stock awards outstanding under the 1998 Plan vest over periods from one to five years. Duke 

Energy awarded 128,850 shares during the year ended December 31 , 2005. There were no phantom stock awards granted during the 

year ended December 31 , 2006. 

The following table summarizes information about phantom stock awards activity during the year ended December 31 , 2006: 

Grant Date Measurement Date 
Weighted- We^hted-

Average Price Average Prico 
Shares Per Unit Per Unit 

Outstanding at December 31 , 2005 

Vested 

Forfeited 

Outstanding at December 31 , 2006 

Expected to vest 

Shares 

342,453 

(40,835) 

301,618 

289,161 

Grant Date 
We^hted-

Average Price 
Per Unit 

$23.88 

$23.85 

$23.90 

$23.90 

Measuremem Date 
Weighted-

Average Price 
Per Unit 

$33.21 

. $33.21 

241,216 

(54,150) 

(22,378) 

164,688 

157,886 

$24.22 

$23.90 

$24.29 

$24.34 

$24.34 

$33.21 

$33.21 
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The total fair value of the phantom stock awards that vested during the year ended December 31 , 2006 and 2005 was approx

imately $2 million and less than $1 million, respectively. As of December 31 , 2006, tiie estimated unrecognized compensation expense 

related to these awards was approximately $1 million, which is expected to be recognized over a weighted-average period of 2.7 years. 

No awards were granted or canceled during the year ended December 31 , 2006. 

Other Stock Awards—Other stock awards outstanding under the 1998 Plan vest over periods from one to five years. Duke Energy 

granted 3,000 other stock awards during the year ended December 31 , 2005. There were no other stock awards granted during the 

year ended December 31 , 2006. 

The following table summarizes information about otiier stock awards activity during the year ended December 31 , 2006: 

Grant Date Measurement Date 
Weighted- Weighted-

Average Price Average Price 
Shares Per Unit Per Unit 

Outstanding at December 31 , 2005 

Vested 

Forfeited 

Outstanding at December 31 , 2006 

45,400 

(10,500) 

(13,200) 

21,600 

$21.73 

$21.73 

$21.73 

$21.73 $33.21 

Expected to vest 20,038 $21.73 $33.21 

The total fair value of the other stock awards that vested during the years ended December 31 , 2006 and 2005 was not significant. 

As of December 31 , 2006, tfie estimated unrecognized compensation expense related to these awards was not significant, and is 

expected to be recognized over a weighted-average period of less than 1 year. No awards were granted or canceled during the year 

ended December 31 , 2006. 

14. Benefits 

All Company employees who are 18 years old and work at least 20 hours per week are eligible for participation in our 401(k) and 

retirement plan, to which we contributed 4% of each eligible employee's qualified earnings, through December 31 , 2006. Effective Jan

uary 1, 2007, we began contributing a range of 4% to 7% of each eligible employee's qualified earnings, based on years of service. Addi

tionally, we match employees' contributions in the plan up to 6% of qualified earnings. During 2006 and 2005, we expensed plan 

contributions of $15 million. 

We offer certain eligible executives the opportunity to participate in ttie DCP Midsfream LP's Non-Qualified Executive Deferred Com

pensation Plan. This plan allows participants to defer current compensation on a pre-tax basis and to receive tax deferred eamings on 

such contributions. The plan also has make-whole provisions for plan participants who may otherwise be limited in the amount that we can 

contribute to the 401(k) plan on the participant's behalf. All amounts contributed to or earned by the plan's investments are held In a trust 

account for tiie benefrt of the participants. The trust and the liability to the participants are part of our general assets and liabilities, 

respectively. 

15. Income Taxes 

We are sfructured as a limited liability company, which is a pass-through entity for United States income tax purposes. We own a 

corporation that files its own federal, foreign and state corporate income tax returns. The income tax expense related to this corporation 

is Included in our income tax expense, along with state, local, franchise, and margin taxes of the limited liability company and ottier sub

sidiaries. In addition, until July 1, 2005, we had Canadian subsidiaries that were subject to Canadian income taxes. Taxes associated with 

these subsidiaries have been reclassified to discontinued operations for year ended December 31, 2005. 

In May 2006, the State of Texas enacted a new margin-based franchise tax law ttiat replaces the existing franchise tax. This new tax 

is commonly referred to as the Texas margin tax. Corporations, limited partnerships, limited liabilrty companies, limrted liabilrty partner

ships and joint ventures are examples of the types of entities that are subject to tiie new tax. 

As a resurt of the change in Texas franchise law, our tax status in the state of Texas has changed from non-taxable to taxable. The 

tax is considered an income tax for purposes of adjustments to the deferred tax liability. The tax is determined by applying a tax rate to a 

base tiiat considers both revenues and expenses. The Texas margin tax becomes effective for franchise tax reports due on or after Jan

uary 1, 2008. The 2008 tax will be based on revenues earned during the 2007 fiscal year. 
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The Texas margin tax is assessed at 1% of taxable margin apportioned to Texas. We have computed taxable margin as ti^tal revenue 

less cost of goods sold. Based on information currentiy available, we recorded a deferred tax liability of $18 million in 2006. The deferred 

tax liability is recorded as non-current in the consolidated balance sheets as of December 31 , 2006, and as a noncash offset to income 

tax expense in the consolidated statements of operations and comprehensive income for tfie year ended December 31 , 2006. 

Income tax expense consists of the following for the years ended December 31 : 

_ 2 0 0 6 2005 

Current: 

Federal 

State 

Deferred; 

Federal 

State 

Total Income tax expense 

Temporary differences for our gross deferred tax assets of $4 million primarily relate to basis differences between property, plant 

and equipment, and investinents in unconsolidated affiliates. Temporary differences for our gross deferred tax liabilities of $17 million 

primarily relate to basis differences between properiy, plant and equipment. 

Our effective tax rate differs from statutory rates, primarily due to our being structured as a limited liability company, which is a 

pass-through entity for United States income tax purposes, while being treated as a taxable entity in certain states. 

16. Commitments and Contingent Liabilities 

L/t(gation—The midsfream industry has seen a number of class action lawsurts involving royalty disputes, mismeasurement and 

mispayment allegations. Altiiough the industiy has seen these types of cases before, they were typically brought by a single plaintiff or 

small group of plaintiffs. A number of these cases are now being brought as class actions. We are currently named as defendants in 

some of these cases. Management believes we have meritorious defenses to these cases and, therefore, will continue to defend them 

vigorously. These class actions, however, can be costly and time consuming to defend. We are also a party to various legal, admin-

isfrative and regulatory proceedings that have arisen in the ordinary course of our business. 

In December 2006, El Paso E&P Company, L.P., or El Paso, filed a lawsurt against one of our subsidiaries, DCP Assets Holding, LP 

and an affiliate of DCP Midsfream GP, LP, in Disfrict Court, Harris County, Texas. The litigation stems from an ongoing commercial dis

pute involving DCP Midstream Partners' Minden processing plant that dates back to August 20(X). El Paso claims damages, including 

interest in the amount of $6 miillon in the litigation, the bulk of which stems from audrt claims under our commercial contract ff is not 

possible to predict whether we will incur any liability or to estimate the damages, rt any, we might incur in connection with this matter. 

Management does not believe the ultimate resolution of this issue will have a material adverse effect on our consolidated results of oper

ations, financial position or cash fiows. 

In November 2006, we received a demand associated with the alleged migration of acid gas from a storage formation into a third 

party producing formation. The plaintiff seeks a broad array of remedies, including a purchase of ttie plaintiff's lease rights. We conducted 

an investigation using a geotechnical consulting firm and believe tiiat acid gas is migrating from the storage formation into the producing 

formation. We could be liable for damages related to the diminution in market value to the leases, if any, caused by the migration of the 

acid gas. At this time, rt is not possible to predict the urtimate damages, rt any, that we might incur in connection wrth tfiis matter. 

Management currently believes that these matters, taken as a whole, and after consideration of amounts accrued, insurance cover

age and other indemnification arrangements, will not have a material adverse effect upon our consolidated results of operations, financial 

position or cash flows. 

General Insurance—In 2005, we carried all of our insurance coverage with an affiliate of Duke Energy. Beginning in 2006, we 

elected to carry only property and excess liability insurance coverage with an affiliate of Duke Energy and an affiliate of ConocoPhillips, 

however, effective August 2006, we no longer carry insurance coverage with an affiliate of Duke Energy. Our remaining insurance cover

age is with an affiliate of ConocoPhillips and a third pariy insurer. Our insurance coverage includes (1) commercial general public liability 

insurance for liabilities arising to third parties for bodily injury and property damage resulting from our operations; (2) workers' compensa

tion liability coverage to required statutory limits; (3) automobile liability insurance for all owned, nonowned and hired vehicles covering 
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liabilities to third parties for bodily injury and property damage, and (4) property insurance covering the replacement value of all real and 

personal property damage, including damages arising from boiler and machinery breakdowns, earthquake, flood damage and business 

interruption/extra expense. All coverages are subject to certain deductibles, terms and conditions common for companies with similar 

types of operations. Property insurance deductibles are currently $1 million for onshore or non-hurricane related incidents or up to $5 

million per occurrence for hurricane related incidents. We also maintain excess liability insurance coverage above the established primary 

limrts for commercial general liabilrty and automobile liability insurance. Casualty insurance deductibles are currently $1 million per occur

rence. The cost of our general insurance coverages increased over the past year reflecting tiie adverse condrtions of tiie insurance 

markets. 

During the third quarter of 2004, certain assets, located in the Gulf Coast, were damaged as a resurt of hurricane Ivan. The resulting 

losses are expected to be covered by insurance, subject to applicable deductibles for property and business interruption. Insurance 

recovery receivables related to hurricane Ivan included on the consolidated balance sheets in other non-current assets—affiliates as of 

December 31 , 2006, are $25 million, and included in accounts recewafede—affiliates as ol December 31,2006 and 2005, are $3 mftfion 

and $28 million, respectively, from an insurance provider tiiat is a subsidiary of Duke Energy. 

During tiie third quarter of 2005, hurricanes Kafrina and Rita forced us to temporarily shut down our operatbns at certain assets 
located in Alabama, Louisiana, Texas and New Mexico, however, substantially all of our facilities have resumed pre-hurricane levels of 
capacity utilization. Several of our assets sustained property damage, including some of our operating equipment on a platform in the Gulf 
of Mexico. A portion of the resulting lost revenues and property damages are covered by our insurance, subject to applicable deductibles. 
The financial impact of recent hurricanes has increased market rates for insurance coverage; however, these increases did not have a 
material adverse effect on our consolidated results of operations, financial posrtion or cash flows. Insurance recovery receivables related 
to hurricane Katrina included on the consolidated balance sheets in other non^un-ent assets—affiliates as of December 31 , 2006 are 
$21 million, and included in accounts receivable—affiliates as of December 31, 2006 and 2005, are $2 million and $5 million, 
respectively, from an insurance provider tiiat is a subsidiary of Duke Energy. Included in otiier non-current assets—affiliates as of 
December 31 , 2006, are insurance recovery receivables related to hurricane Rita of $1 million at December 31 , 2006. The balance at 
December 31, 2005, was not signtficant. Based on recent negotiations, we have reclassified a portion of these hurricane insurance 
receivables as non-current at December 31 , 2006. 

During the years ended December 31, 2006 and 2005, we recorded business interruption insurance recoveries related to these 

hurricanes of $1 million and $3 million, respectively, in the consolidated statements of operations and comprehensive income as sales of 

natural gas and pefroleum products. 

Env/ronmenta/-^The operation of pipelines, plants and otiier facilrties for gathering, transporting, processing, treating, or storing 
natural gas, NGLs and otiier products is subject to stringent and complex laws and regulations pertaining to health, safety and tiie 
environment As an owner or operator of these facilrties, we must comply wrth Unrted States laws and regulations at tfie federal, state and 
local levels tfiat relate to air and water qualrty, hazardous and solid waste management and disposal, and otfier environmental matters. 
The cost of planning, designing, consfructing and operating pipelines, plants, and ottier facilities must incorporate compliance with envi
ronmental laws and regulations and safety standards. Failure to comply with these laws and regulations may trigger a variety of admin
istrative, civil and potentially criminal enforcement measures, including citizen surts, which can include the assessment of monetary 
penalties, the imposrtion of remedial requirements, the issuance of injunctions or restrictions on operation. Management believes that 
based on currentiy known information, compliance wrth tiiese laws and regulations will not have a material adverse effect on our con
solidated resurts of operations, financial posrtion or cash flows. 

On July 20, 2006, the State of New Mexico Environment Department issued Compliance Orders to us tfiat list air qualrty violations 

during the past five years at three of our owned or operated facilities in New Mexico. The orders allege a number of violations related to 

excess emissions from January 2001 to date and further require us to install flares ft)r smokeless operations and to use the flares only 

for emergency purposes. The Compliance Orders seek a civil penarty but did not request a specrtic amount. We intend to contest tiiese 

allegations. Management does not believe this will resurt in a material impact on our consolidated results of operations, cash flows or 

financial position. 

(Mer Commitments and Contingencies—We utilize assets under operating leases in several areas of operations. Consolidated rental 
expense, including leases with no continuing commrtment, amounted to $37 million and $36 million in 2006 and 2005, respectively. 
Rental expense for leases wrth escalation clauses is recognized on a straight line basis over the inrtial lease term. 
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Minimum rental payments under our various operating leases in the year indicated are as follows at December 31, 2006: 

IVIinimum Rental Payments 
(millions) 

2007 $ 25 
2008 19 -
2009 14 
2010 14 
2011 • 12 
Thereafter 39 

Total gross payments 123 
Sublease receipts (2) 

Total net payments $121 

p 

P 

17. Guarantees and Indemnifications 

In September 2005, we signed a corporate guaranty, which was amended in December 2005 upon our purchase of an addHion^ 
interest in the related unconsolidated affiliate, pursuant to which we are tiie guarantor of a maximum of $10 million of consfruction obliga
tions. The original guaranty was $22 million as of December 31, 2005, and was reduced by consfruction payments of $12 million during 
the year ended December 31, 2006. The guaranty will expire upon completion and payment for consfruction of a pipeline expected tp be 
completed during 2007. The fair value of this guarantee is not significant to our consolidated results of operations, financial position or 
cash flows. 

We periodically enter into agreements for the acquisition or divestrture of assets. These agreements contain indemnification provi
sions that may provide indemnity for environmental, tax, employment, outstanding litigation, breaches of representations, warranties and 
covenants, or other liabilrties related to the assets being acquired or divested. Claims may be made by ttiird parties under these 
indemnification agreements for various periods of time depending on the nature of tfie claim. The effective periods on these 
indemnification provisions generally have terms of one to five years, although some are longer. Our maximum potential exposure under 
these indemnification agreements can vary depending on the nature of the claim and the particular fransaction. We are unable to estimate 
the total maximum potential amount of future payments under indemnification agreements due to several factors, including uncertainty as 
to whether claims will be made under tiiese indemnities. At botii December 31, 2006 and 2005, we had a liability of approximately $1 
miHion recorded for known liabilrties related to outstanding indemnification provisions. 

18. Subsequent Events 

During the year ended December 31, 2007, we distributed $1,364 miilton to Spectra Energy and ConocoPhillips, and DCP Partners 

distributed $44 million to its unitholders. On January 24, 2008. DCP Partners announced the declaration of a cash distribution of $0.57 

per unrt, payable on February 14, 2008, to unrtholders of record on February 7, 2008. 

In September 2007, we issued $450 miilton principal amount of 6.75% Senior Notes due 2037, or tiie 6.75% Notes, for proceeds 

of approximately $444 million (net of related offering costs). The 6.75% Notes mature and become due and payable on September 15, 

2037. We will pay interest semiannually on March 15 and September 15 of each year, commencing March 15, 2008. The proceeds of 

this offering were used to fund the Momentum Energy Group, Inc. or MEG, acquisition. 

On August 29, 2007, we acquired the stock of MEG for approximately $635 million plus closing adjustments of approximately $8 
million. MEG owns assets in the Fort Worth, Piceance and Powder River producing basins. Concurrent witii this transaction, DCP Partners 
acquired certain subsidiaries of MEG from us for $165 million plus closing adjustments of approximately $10 million, subject to final clos
ing adjustments. These subsidiaries of MEG own assets in tiie Piceance Basin, Including a 70% operated interest in tiie 31-mile Collbran 
Valley Gas Gatiiering joint venture in western Colorado, assets In the Powder River Basin, including the 1,324-mite Douglas gas gathering 
system, and other facilities in Wyoming. We urtimately funded our portion of this acquisition witii the 6.75% Notes, as well as cash on 
hand. DCP Partners financed this fransaction wrth $120 million of revolver and term loan borrowings under DCP Partners' Amended Credit 
Agreement the issuance of approximately $100 million of common units tiirough a private placement (described in the next sentence) 
with certain institutional inventors and cash on hand. In August 2007, DCP Parfriers sold 2,380,952 common limrted partner units in a 
private placement, pursuant to a common unrt purchase agreement wrth private owners of MEG or affiliates of such owners, at $42.00 
per unit or approximately $100 million in the aggregate. 
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DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services, LLC) 

Notes To Consolidated Financial Statements—(Continued) 
Years Ended December 31, 2006 and 2005 

In July 2007. we confributed to DCP Partners a 25% limrted liabilrty company interest in DCP East Texas Holdings, LLC, our 40% lim

ited liability company interest in Discovery Producer Services LLC, and a derivative instrument for aggregate consideration of $244 mil

lion in cash, including $1 million for net working caprtal and other adjustments, $27 million in common units and $1 million In general 

partner equivalent units. We own the remaining 75% limited liability company interest in East Texas Holdings, LLC, while third parties still 

own the otiier 60% limited liability interest in Discovery Producer Services LLC. DCP Partners financed tiie cash portion of tills transaction 

witti borrowings under DCP Partners' existing credrt agreement We will continue to operate these assets and these assets will continue to 

be included in our financial statements, along witii DCP Partners. 

In June 2007, DCP Partners entered into a private placement agreement with a group of institutional investors for $130 million, 

representing 3,005,780 common limited pariner units at a price of $43.25 per unrt, and received proceeds of $129 million, net of offer

ing costs. DCP Partners used a portion of the net proceeds of this private placement to pay down a portion of the debt associated with 

the acquisrtion from Anadarko Petroleum Corporation of assets in southern Oklahoma, and used tiie remaining portion of the net pro

ceeds to fund future capital expenditures, including tiie MEG acquisition. 

In June 2007, DCP Partners entered into an Amended and Restated Credrt Agreement, or DCP Partners' Amended Credrt Agreement, 

which amended DCP Partners' Credrt Agreement. This new 5-year DCP Partners' Amended Credrt Agreement consists of a $600 miilton 

revolving credrt facility and a $250 million term loan facility, and matures on June 21, 2012. The amendment also improved pricing and 

certain other terms and conditions of DCP Partners' Credrt Agreement 

In May 2007. DCP Partners acquired certain gathering and compression assets located in southern Oklahoma, as well as related 

commodity purchase contracts, from Anadarko Petroleum Corporation for approximately $181 million. 

On January 2. 2007, Duke Energy created tiwo separate publicly traded companies by spinning off their natural gas-businesses, 

including their 50% ownership interest in us, to Duke Energy shareholders. As a resurt of this transaction, we are no longer 50% owned by 

Duke Energy. Duke Energy's 50% ownership interest in us was transferred to a new company. Spectra Energy. We do not expect tiiis 

transaction to have a material effect on our operations. 

On January 1, 2007, we changed our name from Duke Energy Field Services, LLC to DCP Midstream, LLC, to coincide with the 

Specfra spin. 
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DCP MIDSTREAM, LLC 
(formerly Duke Energy Field Services, LLC) 

SCHEDULE II—CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 
Years Ended December 3 1 , 2006 and 2005 

Increases 

December 31 , 2006 
Allowance for doubtful accounts 
Environmental 
Lrtigation 
Otherf̂  

December 31 , 2005 
Allowance for doubtful accounts 
Environmental 
Litigation 
Other(3' 

'̂ ' Principally consists of other contingency reserves, which are included in other current liabilities. 
'f" Consists of other contingency and litigation reserves reclassified between accounts. 
fc' Principally consists cash payments, collections, reserve reversals and liabilities settled. 

Balance at 
Beginning of 

Period 

$ 4 

13 
5 
6 

$28 

$ 4 

17 
8 
8 

$37 

Charged 
to 

Expense 

$ -
3 
6 

_ 

$ 9 

$ 1 
5 
1 

11 

$18 

Charged to 
Otiier 

Accountslbl 

($ in millions) 

$ -
— 
— 
__ 

^ 

$ -
— 
2 
(2) 

$ -

Deductions(<=i 

$ (1) 
(4) 
(2) 
(2) 

$ (9) 

$ (1) 

(9) 
(6) 

(11) 

$(27) 

Balance at 
Endof 
Period 

$ 3 
12 
9 
4 

$28 

$ 4 
13 
5 
6 

$28 

p 

p 
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P EXHIBIT INDEX 

Exhibits filed herewith are designated by an asterisk (*). All exhibits not so designated are incorporated by reference to a prior filing, 

as indicated. Items constituting management contracts or compensatory plans or arrangements are designated by a double asterisk (* *). 

Portions of the exhibit designated by a triple asterisk (* *") have been omitted and filed separately witii the Securities and Exchange 

Commission pursuant to a request for confidential treatment pursuant to Rule 24b-2 under the Securities and Exchange Act of 1934, 

Exhibit 
Number 

2.1 

2.2 

2.3 

3.1 

3.2 

p 

p 

4,1 

10.1 

10.2 

10.3 

10.3.1 

10.3.2 

10.4 

Agreement and Plan of Merger, dated as of May 8, 2005, as amended as of July 11, 2005, as of October 3, 2005 and as 

of March 30, 2006, by and among the registrant, Duke Energy Corporation, Cinergy Corp., Deer Acquisrtion Corp., and 

Cougar Acquisition Corp. (filed with Form 8-K of Duke Energy Corporation, File No. 1-32853, April 4, 2006, as Exhibrt 2-1). 

Amended and Restated Combination Agreement dated as of September 20, 2001, among Duke Energy Corporation, 

3058368 Nova Scotia Company, 3946509 Canada Inc. and Westcoast Energy Inc. (filed with Form 1 0 ^ of Duke Energy 

Carolinas, LLC for the quarter ended September 30, 2001, File No. 14928, as Exhibrt ia7) . 

Separation and Disfribution Agreement, dated as of December 13, 2006, by and between Duke Energy Corporation and 

Specfra Energy Corp (filed wrth the Form 8-K of Duke Energy Corporation, File No. 1-32853, December 15, 2006, as 

Exhibrt 2.1). 

Amended and restated Certificate of Incorporation (filed witfi the Form 8-K of Duke Energy Corporation, File No. 1-32853, 

April4, 2006, as Exhibrt 3-1). 

Amended and Restated By-Laws of regisfrant (filed witii the Form 8-K of Duke Energy Corporation, File No. 1-32853. April 4, 

2006, as Exhibrt 3.2). 

Rights Agreement, dated as of December 17,1998, between the regisfrant and The Bank of New York, as Rights Agent 

(filed wrth the Form 8-K of Duke Energy Carolinas, LLC, dated February 11, 1999, File No. 14928, as Exhibrt 4-1). 

Amendment No. 1, dated as of May 8, 2005, to the Rights Agreement, dated as of December 17,1998, between the 

regisfrant and The Bank of New York, as rights agent (filed with ttie Form 8-K of Duke Energy Carolinas, LLC, May 12, 

2005, File No. 14928, as Exhibrt 4-1). 

Purchase and Sale Agreement dated as of February 24, 2005, by and between Enterprise GP Holdings LP and Duke 

Energy Field Services, LLC (filed with Form 10-K of Duke Energy Carolinas, LLC for ttie year ended December 31 , 2004, 

FileNo. 1-4928, as Exhibrt 10-25 

Term Sheet Regarding the Restructuring of Duke Energy Field Servtoes LLC dated as of February 23, 2005. between Duke 

Energy Corporation and ConocoPhillips (filed wrth Form 10-K of Duke Energy Carolinas, LLC for the year ended 

December 31 , 2004, File No. 14928, as Exhibrt 10-26). 

Reorganization Agreement by and among ConocoPhillips, Duke Caprtal LLC and Duke Energy Field Services, LLC dated as 

of May 26, 2005 (filed wrth Form 10-Q of Duke Energy Carolinas, LLC for the quarter ended June 30, 2005, 

FileNo. 14928, as Exhibrt 104). 

First Amendment to Reorganization Agreement by and among ConocoPhillips, Duke Capital LLC and Duke Energy Field 

Services, LLC dated as of June 30, 2005 (filed with Form 10-Q of Duke Energy Carolinas, LLC for the quarter ended 

June 30, 2005, File No. 1-4928, as Exhibrt 104.1). 

Second Amendment to Reorganization Agreement by and among ConocoPhillips, Duke Capital LLC and Duke Energy Field 

Services, LLC dated as of July 11, 2005 (filed witii Form 10-Q of Duke Energy Carolinas, LLC for the quarter ended 

June 30, 2005, File No. 14928, as Exhibrt 104.2). 

Purchase and Sale Agreement dated as of January 8, 2006, by and among Duke Energy Americas, LLC, and LSP Bay 11 

Harbor Holding, LLC (filed with the Form 10-Q of tiie regisfrant for the quarter ended March 31 , 2006, File No. 1-32853, as 

Exhibrt 10.2). 
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Exhibit 
Number 

10.4.1 

10.5 

10.6 

10.7 

10.8*** 

10.9 

10.10 

10.11 

10.11.1 

10.12 

10.13 

10.14** 

10.14.1** 

10.14.2** 

10,14.3** 

Amendment to Purchase and Sale Agreement, dated as of May 4, 2006, by and among Duke Energy Americas, LLC, LS 

Power Generation, LLC (formerly known as LSP Bay 11 Harbor Holding, LLC), LSP Gen Finance Co, LLC, LSP South Bay 

Holdings, LLC, LSP Oakland Holdings, LLC, and LSP Morro Bay Holdings, LLC ((filed wrth tiie Form 10-Q of ttie regisfrant 

for the quarter ended March 31 , 2006, File No, 1-32853, as Exhibrt 10,2,1). 

Second Amended and Restated Limited Liability Company Agreement of Duke Energy Ftold Services, LLC by and between 

ConocoPhillips Gas Company and Duke Energy Enterprises Corporation, dated as of July 5, 2005 (filed witfi the Form 10-K 

of Duke Energy Carolinas, LLC for ttie year ended December 31 , 2005, File No. 14928, as Exhibrt 10.5). 

Limrted Liability Company Agreement of Gulfsfream Management & Operating Servtoes, LLC dated as of February 1,2001 

betiween Duke Energy Gas Transmission Corporation and Williams Gas Pipeline Company (filed wrth Form 10^< of Duke 

Energy Carolinas, LLC for tiie year ended December 31 , 2002, File No. l4928, as Exhibrt 10-18). 

Formation Agreement between PanEnergy Trading and Market Services, Inc. and Mobil Natural Gas, Inc. dated May 29, 

1996 (filed with Form lOQ of PanEnergy Corp for the quarter ended June 30,1996, File No. 1-8157, as Exhibrt 2). 

Master Transaction Agreement by and among Duke Energy Marketing America, LLC, Duke Energy Nortfi America, LLC, 

Duke Energy Trading and Mari^eting, L,L,C,, Duke Energy Marketing Limrted Partnership, Engage Energy Canada, L.P. and 

Barclay Bank PLC, dated as of November 17, 2005 (filed wrth the Form 10-K of Duke Energy Carolinas, LLC for ttie year 

ended December 31 , 2005, File No, 14928, as Exhibrt 10.8). 

$800,000,000 364-Day Credrt Agreement dated as of June 29, 2005, among Duke Capital LLC, the banks listed therein, 

JPMorgan Chase Bank, N.A., as Administrative Agent, and Barclays Bank, PLC, as Syndtoation Agent (filed wrth Form 10<3 

of Duke Energy Carolinas, LLC for tiie quarter ended June 30, 2005, File No. 14928, as Exhibrt 10-3), 

$600,000,000 Amended and Restated Credrt Agreement dated as of June 30, 2005, among Duke Caprtal LLC, the banks 

listed therein, JPMorgan Chase Bank, N.A., as Adminisfrative Agent and Wachovia Bank, National Association, as Syndi

cation Agent (filed with Form 10-Q of Duke Energy Carolinas, LLC for the quarter ended June 30, 2005, File No. 14928, 

as Exhibrt i a2 ) . 

$500,000,000 Amended and Restated Credrt Agreement dated as of June 30, 2005, among Duke Energy Corporation, 

the banks listed therein. Citibank N.A., as Adminisfrative Agent, and Bank of America, N.A., as Syndication Agent (filed wrth 

Form lOQ of Duke Energy Carolinas, LLC for the quarter ended June 30, 2005, File No. 14928, as Exhibrt 10-1). 

Amendment No. 1 to Credrt Agreement dated as of February 28, 2006, by and among Duke Energy Carolinas, LLC 

(formerly known as Duke Energy Corporation), the banks listed therein. Citibank N.A., as Administrative Agent, and Bank of 

America, N.A., as Syndication Agent (filed wrth Form 8-K of Duke Energy Carolinas, LLC, File No. 14928, March 30, 2006, 

as Exhibrt 10.1). 

Loan Agreement dated as of February 25, 2005 between Duke Energy Field Servtoes, LLC and Duke Capital LLC (filed with 

Form 10-Q of Duke Energy Carolinas, LLC for tiie quarter ended March 31 , 2005, File No. 14928, as Exhibrt 10-3). 

Accelerated Share Acquisition Plan, dated March 18, 2005, betiveen regisfrant and Merrill Lynch Intemational (filed with 

Form 10<3 of Duke Energy Carolinas, LLC for tiie quarter ended March 31 , 2005, Fito No. 14928, as Exhibrt 104). 

Directors' Charitable Giving Program (filed with Form 10-K of Duke Energy Carolinas, LLC for the year ended 

December 31,1992, File No. 14928, as Exhibrt 10^^). 

Amendment to Direcfrirs' Charitable Giving Program dated June 18,1997 (filed wrth Form 10-K of Duke Energy Carolinas, 

LLC for tiie year ended December 31 , 2003, File No, 14928, as Exhibrt 10-1,1), 

Amendment to Directors' Charrtable Giving Program dated July 28,1997 (filed with Form 10-K of Duke Energy Carolinas, 

LLC for the year ended December 31 , 2003, File No. 14928, as Exhibrt 10-1.2). 

Amendment to Directors' Charitable Giving Program dated February 18,1998 (filed wrth Form 10-K of Duke Energy Caro

linas, LLC for tfie year ended December 31 , 2003, File No. 14928, as Exhibrt 10-1.3). 
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Exhibit 
Number 

1 0 . 1 5 * * Duke Energy Corporation 1998 Long-Term Incentive Plan, as amended (filed as Exhibrt 1 to Schedule 14A of Duke Energy 

Carolinas, LLC, March 28, 2003, File No. 14928). 

1 0 . 1 6 * * Duke Energy Corporation Executive Short-Term Incentive Plan (filed as Exhibrt 2 to Schedule 14A of Duke Energy Caro

linas, LLC, March 28, 2003, File No, 14928). 

1 0 , 1 7 * * Duke Energy Corporation Executive Savings Plan, as amended and restated (filed wrth Form 10-K of Duke Energy Corpo

ration, dated October 31 , 2007, File No, 14928, as Exhibrt 10.1). 

1 0 . 1 8 * * Duke Energy Corporation Executive Cash Balance Plan (filed witti Form 10-K of TEPPCO Partners, LP. File No. 1-10403, 

for the year ended December 31,1999, as Exhibrt 10-8). 

1 0 . 1 8 . 1 * * Amendment No. 1 to the Duke Energy Corporation Executive Cash Balance Plan, dated August 26,1999 (filed with 

Form 10-K of Duke Energy Carolinas, LLC for the year ended December 31 , 2004, File No. 14928, as Exhibrt ia7.1) . 

1 0 . 1 8 . 2 * * Amendment No, 2 to the Duke Energy Corporation Executive Cash Balance Plan, dated March 6, 2000 (filed witii 

Form 10-K of Duke Energy Carolinas, LLC for the year ended December 31 , 2004, File No, 14928, as Exhibrt ia7,2) , 

10 .18 ,3 * * Amendment No. 3 to the Duke Energy Corporation Executive Cash Balance Plan, dated December 21 , 2000 (filed with 

Form 10-K of Duke Energy Carolinas, LLC for the year ended December 31 , 2004, File No. 14928, as Exhibrt ia7.3) . 

1 0 . 1 8 . 4 * * Amendment No. 4 to the Duke Energy Corporation Executive Cash Balance Plan, dated October 27, 2004, effective 

December 31 , 2004 (filed wrth Form 10-K of Duke Energy Carolinas, LLC for the year ended December 31 , 2004, 

File No. 14928, as Exhibrt 10-7.4). 

10 .18 .5 * * Amendment to the Duke Energy Corporation Executive Cash Balance Plan, effective December 1, 2006 (filed witii Form 

10-K of Duke Energy Corporation for the year ended December 31 , 2006, File No, 1-32853, as Exhibrt 10.18.5). 

1 0 . 1 8 , 6 * * Amendment to the Duke Energy Corporation Executive Cash Balance Plan 1 & 11, effective December 31 , 2006 (filed witii 

Form 10-K of Duke Energy Corporation for the year ended December 31 , 2006, File No, 1-32853, as Exhibrt 10,18.6). 

1 0 . 1 9 * * Form of Key Employee Severance Agreement and Release between Duke Energy Corporation and certain key executives 

ffiled with Form 10-K of Duke Energy Carolinas, LLC for the year ended December 31,1999, File No. 14928, as 

Exhibrt 10-BB). 

10 ,19 ,1 * * First Amendment to Key Employee Severance Agreement and (^neral Release between Duke Energy Corporation and 

Richard J. Osborne, dated August 21 , 2004 (filed witii Form 10-Q of Duke Energy Carolinas, LLC for the quarter ended 

October 31 , 2004, File No. 14928. as Exhibrt 10-2). 

1 0 , 2 0 * * Form of Change in Control Agreement between Duke Energy Corporation and certain key executives dated as of July 1, 

2005 (filed with Form 84( of Duke Energy Carolinas, LLC dated August 24, 2005, File No. 14928, as Exhibrt 10-1), 

10 ,21 * * Employment Agreement dated November 2003 between Paul M. Anderson and Duke Energy Corporation (filed wrth 

Form 10-K of Duke Energy Carolinas, LLC for the year ended December 31 , 2003, File No, 14928, as Exhibit i a i 8 ) , 

10 .21 .1 * * First Amendment to Employment Agreement dated March 9, 2004 between Paul M, Anderson and Duke Energy Corpo

ration ffiled with Form 10-K of Duke Energy Carolinas, LLC for the year ended December 31 , 2003, File No. 14928, as 

Exhibrt 10-18.1). 

1 0 . 2 1 . 2 * * Second Amendment to Employment Agreement dated as of April 4, 2006, by and among Paul M. Anderson, Duke Energy 

Holding Corp. (subsequently renamed Duke Energy Corporation) and Duke Energy Corporation (subsequentiy renamed 

Duke Energy Carolinas, LLC) (filed witfi Form 8-K of Duke Energy Corporation, File No. 1-32853, April 6, 2006, as 

Exhibrt 10.5). 

1 0 , 2 2 * * Non-Qualrtied Option Agreement dated as of November 17, 2003 pursuant to Duke Energy Corporation 1998 Long-Term 

Incentive Plan, by and between Duke Energy Corporation and Paul M. Anderson (filed with Form 10-K of Duke Energy Caro

linas, LLC for the year ended December 31 , 2004, File No. 14928, as Exhibrt 10-18.4). 
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Exhibit 
Number 

10.23** 

10.23,1** 

10,23.2** 

10.24** 

10.25** 

10.26** 

10.27** 

10,28 

10.29 

10.30** 

10.30,1** 

10,30,2** 

10.30.3** 

10.31** 

10,32** 

10,33** 

10,34 

Supplemental Compensation Agreement dated June 17, 1997 betiween Duke Power Company and Dr. Ruth G. Shaw (filed 

with Form 10-K of Duke Energy Carolinas, LLC for the year ended December 31, 2003, File No. 14928, as Exhibrt 10-19). 

Severance and Retention Agreement between Duke Energy Corporation and Rutfi Shaw, dated April 4, 2006 (filed with 

Form 8-K of Duke Energy Corporation, File No. 1-32853, April 6, 2006, as Exhibrt 10.7). 

Severance and Consulting Agreement between Duke Energy Corporation and Ruth Shaw, dated October 24, 2006 (filed 

with Form 8-K of Duke Energy Corporation, File No. 1-32853, October 27, 2006, as Exhibrt 10.2). 

Form of Phantom Stock Award Agreement dated February 28, 2005, pursuant to Duke Energy Corporation 1998 Long-

Term Incentive Plan by and betiA^een Duke Energy Corporation and each of Fred J. Fowler, David L. Hauser, Jimmy W. 

Mogg and Ruth G. Shaw (filed with the Form 8-K of Duke Energy Carolinas, LLC, Fito No. 14928, February 28, 2005. as 

Exhibrt i a2 ) . 

Form of Phantom Stock Award Agreement dated as of May 11, 2005, pursuant to Duke Energy Corporation 1998 Long-

Term Incentive Plan by and between Duke Energy Corporation and Jimmy W. Mogg. (filed with Form 10-Q of Duke Energy 

Carolinas. LLC for the quarter ended June 30, 2005, File No. 14928, as Exhibit 10-6). 

Form of Phantom Stock Award Agreement dated as of May 12. 2005, pursuant to Duke Energy Corporation 1998 Long-

Term Incentive Plan by and between Duke Energy Corporation and nonemployee directors (filed in Form 8-K of Duke 

Energy Carolinas, LLC, May 17, 2005, File No. 14928, as Exhibrt 10-1), 

Agreement between Duke Energy Corporation and Jimmy W. Mogg relating to certain retirement benefits, consisting of 

letter agreements dated May 25,1995, August 4, 2001 and March 29, 2004 (filed with Form l a K of Duke Energy Caro

linas. LLC for ttie year ended December 31 , 2004, File No, 14928, as Exhibrt 10-23). 

Form of Phantom Stock Award Agreement (filed with Form 8-K of Duke Energy Corporatton, File No. 1-32853, April 4, 

2006, as Exhibrt 10.1). 

Form of Performance Share Award Agreement (filed viflth Form 8-K of Duke Energy Corporation, File No. 1-32853, April 4, 

2006, as Exhibrt 10.2). 

Employment Agreement between Duke Energy Corporatton and James E. Rogers, dated April 4, 2006 (filed with Form 8-K 

of Duke Energy Corporation, File No. 1-32853, April 6, 2006, as Exhibrt 10.1), 

Performance Award Agreement between Duke Energy Corporation and James E, Rogers, dated April 4, 2006 (filed viflth 

Form 8-K of Duke Energy Corporation, File No. 1-32853, April 6. 2006, as Exhibrt 10.2). 

Phantom Stock Grant Agreement between Duke Energy Corporation and James E. Rogers, dated April 4. 2006 (filed wrth 

Form 8-K of Duke Energy Corporation, File No. 1-32853, April 6, 2006, as Exhibit 10.3). 

Stock Option Grant Agreement between Duke Energy Corporation and James E. Rogers, dated April 4,2006 (filed wrth 

Form 8-K of Duke Energy Corporation, File No. 1-32853, April 6, 2006, as Exhibrt 10.4). 

Retention Award Agreement between Duke Energy Corporation and David L. Hauser, dated April 4, 2006 (filed wrth 

Form 8-K of Duke Energy Corporation, File No. 1-32853, April 6, 2006, as Exhibit 10.6). 

Summary of Director Compensation (filed wrth the Form 10-Q of Duke Energy Corporation for tiie quarter ended June 30, 

2006. File No. 1-32853, as Exhibrt 10.13). 

Form Phantom Stock Award Agreement and Election to Defer (filed with Form 8-K of Duke Energy Corporation, File No. 

1-32853, May 16, 2006, as Exhibrt 10.1). 

Agreements with Piedmont Elecfric Membership Corporation, Rutherford Elecfric Membership Corporation and Blue Ridge 

Electric Membership Corporation to provide wholesale electricity and related power scheduling services from Sep

tember 1, 2006 through December 31 , 2021 (filed with the Form 10-Q of Duke Energy Corporation for the quarter ended 

June 30, 2006, Fito No. 1-32853, as Exhibrt 10.15). 
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Number 

10,35 

10.36 

10.37 

10.38 

f 

10.39 

10.40* 

10.41* 

10.42 

10.43 

10.44 

p 

10.45** 

10,46 

10.47 

10.47.1 

Agreement wrth Dynegy Inc. and Rockingham Power, L.L.C. to acquire an approximately 825 megawatt power plant 

located in Rockingham County, N.C. for approximately $195 million (filed with Form 8-K of Duke Energy Corporation, 

Fito No. 1-32853, May 25, 2006, as Exhibrt 10.1), 

Purchase and Sale Agreement by and among Cinergy Capital & Trading, Inc., as Seller, and Fortis Bank, S.A./N.V., as 

Buyer, dated as of June 26, 2006 (filed witti Form 8-K of Duke Energy Corporation, File No. 1-32853, June 30, 2006, as 

Exhibrt 10.1). 

Amended and Restated Credrt Agreement dated June 29, 2006, among Cinergy Corp., CG&E, PSI, ULH&P, The Banks 

Listed Herein, Barclays Bank PLC, as Adminisfrative Agent, and JPMorgan Chase Bank, N.A,, as Syndication Agent (filed 

with the Form 10-Q of Duke Energy Corporation for tfie quarter ended June 30, 2006, File No. 1-32853, as Exhibrt 10.18). 

Amended and Restated Credrt Agreement dated June 29, 2006, among Duke Capital LLC, The Banks Listed Herein; 

JPMorgan Chase Bank, N.A., as Administrative Agent and Wachovia Bank, National Association, as Syndtoation Agent 

(filed with the Form 10-Q of Duke Energy Corporation for the quarter ended June 30, 2006, Fito No. 1-32853, as 

Exhibrt 10.19). 

Amended and Restated Credrt Agreement dated June 29, 2006, among Duke Energy Carolinas, LLC, The Banks Listed 

Herein, Citibank N.A., as Administrative Agent and Bank of America, N.A., as Syndtoation Agent (filed with the Form lOQ 

of Duke Energy Corporatton for the quarter ended June 30, 2006, Fito No. 1-32853, as Exhibrt 10.20), 

Form of Amendment to Performance Award /^reement and Phantom Stock Award Agreement (filed wrth Form 8-K of Duke 

Energy Corporation, File No. 1-32853, August 24, 2006, as Exhibrt 10.1). 

Form of Amendment to Phantom Stock Award Agreement (filed with Form 8-K of Duke Energy Corporation, File No. 

1-32853, August 24, 2006, as Exhibrt 10.2). 

Formation and Sale Agreement by and among Duke Ventures, LLC, Crescent Resources, LLC, Morgan Stanley Real Estate 

Fund V U.S. L.P., Morgan Stanley Real Estate Fund V Special U.S., L.P,, Morgan Stanley Real Estate Investors V U.S., L.P., 

MSP Real Estate Fund V, L.P., and Morgan Stanley Strategto Investments, Inc., dated as of September 7, 2006 (filed with 

the Form 10-Q of Duke Energy Corporation for the quarter ended September 30, 2006, File No. 1-32853, as 

Exhibrt 10.3). 

Fifteenth Supplemental Indenture, dated as of April 3, 2006, among the registrant Duke Energy and JPMorgan Chase 

Bank, N.A. (as successor to Guaranty Trust Company of New York), as trustee (the "Trustee"), supplementing the Sentor 

Indenture, dated as of September 1,1998, between Duke Energy Carolinas, LLC (formerly Duke Energy Corporation) and 

the Trustee (filed with the Form 10-Q of Duke Energy Corporation for the quarter ended June 30, 2005, Fito No. 1-32853, 

as Exhibrt 10.1). 

Amendment No. 1 to the Twelfth Supplemental Indenture, dated as of April 1, 2006 ("Amendment No. D , among tiie regis

frant Duke Energy and the Trustee, which amends the Twelfth Supplemental Indenture, dated as of May 7, 2003, beti/veen 

the registrant and the Trustee, pursuant to which the Convertible Notes were issued (filed with the Form 10-Q of Duke 

Energy Corporation for the quarter ended June 30, 2006, File No. 1-32853, as Exhibrt 10.3). 

Duke Energy Corporation 2006 Long-Term Incentive Plan (filed with Form 8-K of Duke Energy Corporation, File No. 

1-32853, October 27, 2006, as Exhibrt 10.1). 

Tax Matters Agreement, dated as of December 13, 2006, by and between Duke Energy Corporatton and Spectra Energy 

Corp (filed wrth Form 8-K of Duke Energy Corporation, File No. 1-32853, December 15, 2006, as Exhibrt 10.1), 

Transition Services Agreement, dated as of December 13, 2006, by and between Duke Energy Corporation and Spectra 

Energy Corp (filed wrth Form 84( of Duke Energy Corporation, File No. 1-32853, December 15, 2006. as Exhibrt 10.2), 

Amendment No. 1 to the Transition Servtoes Agreement, dated as of December 13, 2006, by and between Duke Energy 

Corporation and Spectra Energy Corp. (filed in Form 10-Q of Duke Energy Corporation for tiie quarter ended March 31 , 

2007, File No. 1-32853, as Exhibrt 10.4). 
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10 .47 .2 Amendment No. 2 to the Transition Servtoes Agreement, dated as of December 13, 2006, by and between Duke Energy 

Corporation and Spectra Energy Corp, (filed in Form 10-Q of Duke Energy Corporation for the quarter ended March 31 , 

2007, File No. 1-32853, as Exhibrt 10.5). 

10 .47 .3 Amendment No. 3 to the Transition Servtoes Agreement, dated as of December 13, 2006, by and between Duke Energy 

Corporation and Spectra Energy Corp, (filed in Form 10-Q of Duke Energy Corporation for the quarter ended June 30, 

2007, File No. 1-32853, as Exhibrt 10.3). 

10 .47 .4 Amendment No. 4 to the Transition Servtoes Agreement, dated as of June 30, 2007, by and between Duke Energy Corpo

ration and Spectra Energy Corp. (filed in Form 10-Q of Duke Energy Corporation for ttie quarter ended September 30, 

2007, File No. 1-32853, as Exhibrt lO. lL 

10 .48 Employee Matters Agreement, dated as of December 13, 2006, by and between Duke Energy Corporation and Specfra 

Energy Corp (filed with Form 8 ^ of Duke Energy Corporation, File No. 1-32853, December 15, 2006, as Exhibrt 10.3). 

10 .48 .1 First Amendment to Employee Matters Agreement, dated as of September 28, 2007 (filed in Form lOQ of Duke Energy 

Corporation for the quarter ended September 30, 2007, Fito No. 1-32853, as Exhibrt 10.3). 

1 0 . 4 9 * * Agreement between Duke Energy Corporation and Fred J. Fowler, dated December 19, 2006 (filed with Form 8-K of Duke 

Energy Corporation, File No. 1-32853, December 22, 2006, as Exhibit 10.1). 

1 0 , 5 0 * * Duke Energy Corporation Directors' Savings Plan 1 & 11, as amended and restated (filed wrth Form 8-K of Duke Energy 

Corporation, dated October 31 , 2007, Fito No, 14298, as Exhibrt 10,2), 

10 ,51 * * Amendment to the Cinergy Corp. Excess Pension Plan, effective January 1, 2007 (filed with Form 10-K of Duke Energy 

Corporation for the year ended December 31, 2006, File No. 1-32853, as Exhibrt 10.64). 

1 0 . 5 2 * * Amendment to the Cinergy Corp. 401(k) Excess Plan, effective December 18, 2006 (fitod witti Form 10-K of Duke Energy 

Corporation for the year ended December 31 , 2006, File No. 1-32853, as Exhibrt 10,65). 

1 0 . 5 3 * * Amendment to the Cinergy Corp, Excess Profit Sharing Plan, effective December 19, 2006 (filed witti Form 10-K of Duke 

Energy Corporation for the year ended December 31 , 2006, File No. 1-32853, as Exhibit 10.66). 

1 0 , 5 4 * * Amendment to the Cinergy Corp, 401(k) Excess Plan, effective December 19, 2006 (filed witii form 10-K of Duke Energy 

Corporation for the year ended December 31, 2006, File No. 1-32853, as Exhibrt 10,67). 

1 0 , 5 5 * * Amendment to the Cinergy Corp. Directors' Deferred Compensation Plan, effective December 19, 2006 (fited wrth Form 

10-K of Duke Energy Corporation for the year ended December 31 , 2006, File No. 1-32853, as Exhibrt 10.68). 

1 0 . 5 6 * * Form of Phantom Stock Award Agreement (filed in Form 8-K of Duke Energy Corporation, March 8, 2007, File No. 

1-32853, as item 10.01). 

1 0 . 5 7 * * Form of Performance Share Award Agreement (filed in Form 8-K of Duke Energy Corporation, March 8, 2007, File No, 

1-32853, as item 10.02). 

10 .58 Separation and Disfribution Agreement, dated as of December 13, 2006, by and between Duke Energy Corporation and 

Specfra Energy Corp. (fited in Form 8-K of Duke Energy Corporation, File No. 1-32853, December 15, 2006, as item 2.1). 

10 .58 ,1 Amendment No. 1 to the Separation and Distribution Agreement, dated as of December 13, 2006, by and between Duke 

Energy Corporation and Spectra Energy Corp. (filed in Form 10-Q of Duke Energy Corporation for the quarter ended March 

31.2007, Fito No. 1-32853, as Exhibrt 10,3), 

1 0 , 5 9 * * Amendment to the Duke Energy Corporation 1998 Long-Term Incentive Plan, effective as of February 27, 2007, by and 

between Duke Energy Corporation and Specfra Energy Corp. (filed in Form lOQ of Duke Energy Corporation for the quar

ter ended March 31 , 2007, Fito No. 1-32853, as Exhibrt 10.6). 

1 0 . 6 0 * * Amendment to the Duke Energy Corporation 2006 Long-Term Incentive Plan, effective as of February 27, 2007, by and 

between Duke Energy Corporation and Spectra Energy Corp. (filed in Form 10-Q of Duke Energy Corporation for the quar

ter ended March 31 , 2007, File No. 1-32853. as Exhibrt 10.7). 
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Number 

10,61 

10.62 

10.63 

p 

p 

*10.64** 

*10,64,1** 

*10,64,2** 

*10.64.3** 

*10,64,4** 

*10,64,5** 

*10.65** 

*10.66** 

*10.66.1** 

*10.66.2** 

*10.66,3** 

*10,66,4** 

*10.67*'' 

*10,68** 

*10.69** 

*10.70** 

*10.71** 

*10.72** 

*12 

*21 

$2,650,000,000 Amended and Restated Credrt Agreement dated as of June 28, 2007, among Duke Energy Corpo

ration, Duke Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, Inc. and Duke Energy Kentucky, Inc. 

as Borrowers, the banks listed therein, Wachovia Bank, National Association, as Administrative Agent JPMorgan Chase 

Bank, National Association, Barclays Bank PLC, Bank of America, N.A. and Crtibank, N.A,, as Co-Syndtoation Agents and 

The Bank of Tokyo-Mitsubishi, Ltd., New York Branch and Credrt Suisse, as Co-Documentation Agents (filed in Form 8-K 

of Duke Energy Corporation, July 5, 2007, File No, 1-32853, as Exhibrt 10,1; tiie agreement was executed June 28). 

Summary of Director Compensation Program (filed in Form 8-K of Duke Energy Corporation, May 15, 2007, File No. 

1-32853, as Exhibrt 10.1). 

Engineering, Procurement and Construction Agreement, dated July 11, 2007, by and betveen Duke Energy Carolinas, 

LLC and Stone & Webster National Engineering P.O. (portions of the exhibrt have been omitted and fited separately with 

the Securities and Exchange Commission pursuant to a request for confidential freatment pursuant to Rule 24b-2 under 

the Securities Exchange Act of 1934. as amended) (filed in Form 10-Q of Duke Energy Corporation for the quarter ended 

September 30, 2007, Fito No. 1-32853, as Exhibrt 10.2). 

Employment Agreement, dated September 24, 2002, by and between Cinergy Corp. and James L. Turner. 

Change in Control Agreement by and between Duke Energ/Corporation and James L. Turner, dated April 4, 2006. 

Amendment No. 1 to Employment Agreement dated December 17, 2003, by and between Cinergy Corp. and James L. 

Turner. 

Amendment No. 2 to Employment Agreement, dated July 19, 2004, by and between Cinergy Corp. and James L, Turner, 

Amendment No. 3 to Employment Agreement, dated May 9, 2005, by and between Cinergy Corp. and James L, Turner. 

Amendment No. 4 to Employment Agreement, dated December 14, 2005, by and betveen Cinergy Corp. and James L. 

Turner. 

Retention Award Agreement by and between Duke Energy Corporation and James Turner, dated April 4, 2006. 

Emptoyment Agreement, dated November 15, 2002, by and between Cinergy Corp. and Marc E, Manly, 

Change in Control Agreement by and between Duke Energy Corporation and Marc E. Manly, dated April 4, 2006, 

Amendment No. 1 to Employment Agreement, dated December 17, 2003, by and between Cinergy Corp. and Marc E. 

Manly. 

Amendment No. 2 to Employment Agreement, dated May 9, 2005, by and between Cinergy Corp, and Marc E, Manly, 

Amendment No. 3 to Emptoyment Agreement, dated December 14, 2005. by and between Cinergy Corp. and Marc E. 

Manly. 

Retention Award Agreement by and between Duke Energy Corporation and Marc Manly, dated April 4, 2006, 

Spirt Dollar Collateral Assignment Insurance Plan Agreement by and between Duke Energy Carolinas, LLC (fomierly 

known as Duke Energy Corporation) and Henry B. Barron Jr., dated October 1, 2997. 

Restricted Stock Award Agreement by and between Duke Energy Carolinas, LLC (formerly known as Duke Energy Corpo

ration) and Henry B. Barron Jr., dated February 1, 2006. 

Amendment to tiie Cinergy Corp. Nonqualified Deferred Incentive Compensation Plan, effective December 19. 2007. 

Amendment to tiie Cinergy Corp. 401(k) Excess Plan, effective December 19, 2007. 

Amendment to tiie Cinergy Corp. Excess Profit Sharing Plan, effective December 19, 2007, 

Computation of Ratio of Earnings to Fixed Charges, 

List of Subsidiaries. 
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Exhibit 
Number 

*23,1 

*23.2 

*23,3 

*24.1 

*24.2 

•31.1 

*31.2 

*32,1 

*32,2 

Consent of Independent Registered Public Accounting Firm. 

Consent of Independent Registered Public Accounting Firm. 

Consent of Independent Audrtors. 

Power of attorney autiiorizing David L, Hauser and otiiers to sign the annual report on behalf of the registrant and certain of 

its directors and offtoers. 

Certified copy of resolution of the Board of Directors of tiie registrant authorizing power of attorney. 

Certification of ttie Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, 

Certification of ttie Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

Certification Pursuant to 18 U.S.C. Section 1350. as Adopted Pursuant to Section 906 of tiie Sarbanes-Oxley Act of 2002. 

The total amount of securities of the registrant or its subsidiaries authorized under any instrument wrth respect to long-term debt not 

filed as an exhibrt does not exceed 10% of the total assets ofthe regisfrant and its subsidiaries on a consolidated basis. The registrant 

agrees, upon request of the Securities and Exchange Commission, to furnish copies of any or all of such instmments to rt. 
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Tahlc of ConlcDts 

Item S.Ol. Other Events. 

On June 11, 2008, Duke Energy Corporation (the "Company") entered into an underwriting agreement, dated as of June 11, 2008, 
with Credit Suisse Securities (USA) LLC, Goldman, Sachs & Co. and Lehman Brothers Inc., as representatives ofthe several 
underwriters named therein (the "Underwriters"), pursuant to which the Company agreed to issue and sell to the Underwriters $250 
million aggregate principal amount ofthe Company's 5.65% Senior Notes due 2013 (the "2013 Notes") and $250 million aggregate 
principal amount ofthe Company's 6.25% Senior Notes due 2018 (the "2018 Notes," and together with the 2013 Notes, the 
"Securities") The Securities were sold to the Underwriters at a discount to their principal amount The Securities were issued pursuant 
to an Indenture, dated as of June 3,2008 (the "Original Indenture"), as amended and supplemented by the First Suppleraental 
Indenture, dated as of June 16,2008, relating to the Securities (the "Supplemental Indenture"), between the Company and The Bank of 
New York Trust Company, N.A., as Trustee (the "Trustee"),The disclosure in this Item 8.01 is qualified in its entirety by the 
provisions ofthe Original Indenture, which is attached hereto as Exhibit 4.1, the Supplemental Indenture, which is attached hereto as 
Exhibit 4.2, and the Underwriting Agreement, which is attached hereto as Exhibit 99.1. Such exhibits are incorporated herein by 
reference. 

Also in connection with the issuance and sale ofthe Securities, the Company is filing a legal opinion regarding the validity ofthe 
Securities as Exhibit 5.1 to this Form 8-K for the purpose of incorporating the opinion into the Company's Registration Statement 
No. 333-146483. 

Item 9.01. Financial Statements and Exhibits. 

(d) Exhibits 

Exhibit Description 

Exhibit 4.1 Indenture, dated as of June 3,2008, between the Company and The Bank of New York Trust Company, 

N.A., as Trustee 

Exhibit 4.2 First Supplemental Indenture, dated as of June 16,2008, to the Indenture 

Exhibit 5.1 Opinion regarding validity ofthe Securities 

Exhibit 23.1 Consent (included as part of Exhibit 5.1) 

Exhibit 99.1 Underwriting Agreement, dated as of June II, 2008, with Credit Suisse Securities (USA) LLC, Goldman, 
Sachs & Co. and Lehman Brothers Inc., as representatives ofthe several underwriters named therein 

Source: Duke Energy Holding , g-K, June 16, 2008 
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SIGNATURE 

Pursuant to the requirements ofthe Securities Exchange Act of 1934, the registrant has duly caused fhis report to be signed on its 
behalf by the undersigned hereunto duly authorized. 

DUKE ENERGY CORPORATION 

Date: June 16, 2008 By: Is! Robert T. Lucas III, Esq. 
Name: Robert T. Lucas III, Esq. 
Title: Assistant Secretary 

Source: Duke Energy Holding , 8-K. June 16, 2008 
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Sachs & Co. and Lehman Brothers Inc., as representatives ofthe several underwriters named therein 
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DUKE ENERGY CORPORATION 

TO 

THE BANK OF NEW YORK TRUST COMPANY, N.A. 

Trustee 

Indenture 

Dated as of June 3,2008 
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CERTAIN SECTIONS OF THIS INDENTURE RELATING TO SECTIONS 310 THROUGH 318, 
INCLUSIVE, OF THE TRUST INDENTURE ACT OF 1939: 

Trust Indenture 
Act Section 
Section 310 

Section 311 

Section 312 

Section 313 

Section 314 

Section 315 

Section 316 

Section 317 

Section 318 

(a)(1) 
(a)(2) 

(a)(3) 

(a)(4) 
(b) 

(a) 
(b) 
(a) 

(b) 
(c) 
(a) 
(b) 
(c) 
(d) 
(a) 
(a)(4) 

(b) 
(c)(1) 
(c)(2) 

(c)(3) 

(d) 
(e) 
(a) 
(b) 
(c) 
(d) 
(e) 
(a) 
(a)(1)(A) 

(a)(1)(B) 

(a)(2) 
(b) 
(c) 
(a)(1) 
(a)(2) 
(b) 
(a) 

Indenture 
SKtion 

609 
609 
Not 
Applicable 
Not 
Applicable 
608 
610 
613 
613 
701 
702 
702 
702 
703 
703 
703 
703 
704 
101 
1004 
Not 
Applicable 
102 
102 
Not 
Applicable 
Not 
Applicable 
102 
601 
602 
601 
601 
514 
101 
502 
512 
513 
Not 
Applicable 
508 
104 
503 
504 
1003 
107 

Note: This reconciliation and tie shall not, for any purpose, be deemed to be a part ofthe Indenture, 
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INDENTURE dated as of June 3,2008, between Duke Enei^ Corporation, a corporation duly organized and existing under 
the laws ofthe State of Delaware (herein called the "Corporation"), having its principal office at 526 South CSiurch Street, Charlotte, 
North Carolina 28202, and The Bank of New York Tmst Company, N.A., a national banking associafion, as Trustee (herein called the 
"Tmstee"). 

RECITALS OFTHE CORPORATION 

The Corporation has duly authorized the execution and delivery of this Indenture to provide for the issuance from time to time 
of its unsecured debentures, notes or other evidences of indebtedness (herein called the "Securities"), to be issued in one or more 
series as in this Indenture provided. 

All things necessary to make this Indenture a valid s^reement ofthe Corporafion, in accordance with its terms, have been done. 

Now, Therefore, This Indenture Witnessetb: 

For and in consideration of the premises and the purchase of the Securities by the Holders thereof, it is mutually agreed, for the 
equal and proportionate benefit of all Holders ofthe Securifies or of series thereof, as follows: 

ARTICLE ONE 

Definitions aad Other Provisions 
of General Application 

Section 101. Definitions 

For all purposes of this Indenture, except as otherwise expressly provided or unless the context otherwise requires: 

(1) the terms defined in this Article have the meanings assigned to them in this Article and include the plural as well as the 
singular; 

(2) all other terms used herein which are defined in the Tmst Indenture Act, either directly or by reference therein, have 
the meanings assigned to them therein; 

(3) all accounting terms not otherwise defined herein have die meanings assigned to them in accordance with generally 
accepted accounting principles, and, except as otherwise herein expressly provided, the term "generally accepted accounting 
principles" with respect to any computation required or pennitted hereunder shall mean such accounting principles as are 
generally accepted in the United States of America; 

(4) unless the context otherwise requires, any reference to an "Article" or a "Section" refers to an Article or a Section, as 
the case may be, of this Indenture; and 

- (5) the words "herein," "hereof and "hereunder" and other words of similar import refer to this Indenture as a whole and 
not to any particular Article, Section or other subdivision. 

"Act," when used with respect to any Holder, has the meaning specified m Section 104. 

"Affiliate" of any specified Person means any other Person dhecfiy or indirectly controllmg or controlled by or under direct or 
indirect common control with such specified Person. For the purposes of this definition, "control" when used widi respect to any 
specified Person means the power to direct the management and policies of 

Source: Duke Energy Holding , 8-K, June 16, 2008 



such Person, directly or indirectly, whether through the ownership of vofing securities, by contract or otherwise; and the terms 
"controlling" and "controlled" have meanings correlative to the foregoing. 

"Authenticating Agent" means any Person authorized by the Trustee pursuant to Section 614 to act on behalf of the Tmstee to 
authenticate Securities of one or more series. 

"Board of Directors" means either the board of directors ofthe Corporation or any duly authorized committee of that board. 

"Board Resolution" means a copy of a resolution certified by the Secretary or an Assistant Secretary of the Corporafion to have 
been duly adopted by the Board of Directors and to be in full force and effect on the date of such certification, and delivered to the 
Tmstee. 

"Business Day," when used with respect to any Place of Payment, means a day other than (i) a Saturday or a Sunday, (ii) a day 
on which banking institutions in that Place of Payment are authorized or obligated by law or executive order to remain closed or (iii) a 
day on which the Corporate Tmst Office ofthe Trustee is closed for business. 

"Commission" means the Securities and Exchange Commission, from fime to time constituted, created under the Exchange Act, 
or, if at any time after the execution of this instmment such Commission is not existing and performing the duties now assigned to it 
under the Trust Indenture Act, then the body performing such duties at such fime. 

"Corporation" means the Person named as the "Corporation" in the fu t̂ paragr^h of this instrument until a successor Person 
shall have become such pursuant to the applicable provisions of this Indenture, and thereafter "Corporjdion" shall me^ such 
successor Person. 

"Company Request" or "Company Order" means a written request or order signed in the name ofthe Corporation by its 
Chairman ofthe Board, its President, a Vice President, its Treasurer, or an Assistant Treasurer, and by its Secretary or an Assistant 
Secretary, and delivered to the Trustee. 

"Corporate Tmst Office" means tiie office ofthe Trustee designated by the Tmstee at which at any particular fime its corporate 
trust business shall be administered, which office at the date hereof is located at 900 Ashford Parkway, Suite 425, Atlanta, Georgia 

30338. 

"corporation" means a corporation, association, company, limited liability company, joint-stock company or business tmst. 

"Covenant Defeasance" has the meaning specified in Section 1303. 

"Defaulted Interest" has the meaning specified in Section 307. 

"Defeasance" has the meaning specified in Section 1302. 
"Depositary" means, with respect to Securities of any series issuable in whole or in part in the form of one or more Global 

Securities, a clearing agency registered under the Exchange Act that is designated to act as Depositary for such Securifies as 
contemplated by Section 301. 

"Event of Default" has the meaning specified in Section 501. 

"Exchange Act" means the Securities Exchange Act of 1934 and any statute successor thereto, in each case as amended from 
fime to fime. 

"Expiration Date" has the meaning specified in Secfion 104. 

"Global Security" means a Security that evidences all or part ofthe Securities of any series which is issued 
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to a Depositary or a nominee thereof for such series in accordance with Section 301(17). 

"Government Obligation" has the meaning specified in Section 1304. 

"Holder" means a Person in whose name a Security is registered in the Security Register. 

"indenture" means this instmment as originally executed and as it may fi-om time to time be supplemented or amended by one 
or more indentures supplemental hereto entered into pursuant to the applicable provisions hereof, including, for all purposes of this 
instrument and any such supplemental indenture, the provisions ofthe Trust Indenture Act that are deemed to be a part of and govern 
this instrument and any such supplemental indenture, respectively. The term "Indenture" shall also include the terms of particular 
series of Securities established as contemplated by Section 301. 

"interest," when used with respect to an Original Issue Discount Security which by its terms bears interest only after Mahirity, 
means interest payable after Maturity. 

"Interest Payment Date," when used with respect to any Security, means the Stated Maturity of an installment of interest on 
such Seciu*ity. 

"Maturity," when used with respect to any Security, means the date on which the principal of such Security or an installment of 
principal becomes due and payable as therein or herein provided, whether at the Stated Maturity or by declaration of acceleration, call 
for redemption or otherwise. 

"Notice of Default" means a written notice ofthe kind specified in Secfion 501(4). 

"Officers' Cenificate" means a certificate signed by the Chairman ofthe Board, the President, a Vice President, the Treasurer, 
or an Assistant Treasurer, and by the Secretary or an Assistant Secretary, ofthe Corporafion, and delivered to the Trustee. One ofthe 
officers signing an Officers' Certificate given pursuant to Section 1004 shall be the principal executive, financial or accounting officer 
ofthe Corporation. 

"Opinion of Counsel" means a written opinion of coimsel, who may be counsel for the Corporation, or other counsel who shall 
be reasonably acceptable to the Trustee. 

"Original Issue Discount Security" means any Security which provides for an amount less than the principal amount thereof to 
be due and payable upon a declarafion of acceleration ofthe Maturity thereof pursuant to Section 502. 

"Outstanding," when used with respect to Securities, means, as ofthe date of determination, all Securities theretofore 
authenticated and delivered under this Indenture, except: 

(1) Securities theretofore cancelled by the Tmstee or delivered to the Tmstee for cancellation; 

(2) Securities for whose payment or redemption the necessary amount of money or money's worth has been dieretofore 
deposited with the Tmstee or any Paying Agent (other than fhe Corporation) in tmst or set aside and segregated in trust by tfie 
Corporation (if the Corporation shall act as its own Paying Agent) for the Holders of such Securities; provided that, if such 
Securities are to be redeemed, notice of such redemption has been duly given pursuant to Uiis Indenture or provision therefor 
satisfactory to the Trustee has been made; 

(3) Securities as to which Defeasance has been effected pursuant to Secfion 1302; and 

(4) Securities which have been paid pursuant to Section 306 or in exchange for or in lieu of which other Securities have 
been authenticated and delivered pursuant to diis Indenture, other than any such Securities in respect of which there shall have 
been presented to the Trustee proof satisfactory to it that such Securities are held by a bona fide purchaser in whose hands such 
Securities are valid obligations ofthe Corporation; 
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provided, however, that in determining whether the Holders ofthe requisite principal amount ofthe Outstanding Secm"ifies have 
given, made or taken any request, demand, authorization, direction, notice, consent, waiver or other action hereunder as of any date, 
(A) the principal amount of an Original Issue Discount Security which shall be deemed to be Outstanding shall be the amount ofthe 
principal thereof which would be due and payable as of such date upon acceleration ofthe Maturity thereof to such date pursuant to 
Section 502, (B) if, as of such date, the principal amount payable at the Stated Maturity of a Security is not determinable, the principal 
amount of such Security which shall be deemed to be Outstanding shall be the amoimt as specified or determined as contemplated by 
Section 301, (C) the principal amount of a Security denominated in one or moce foreign currencies or currency imits which shall be 
deemed to be Outstanding shall be the U.S. dollar equivalent, determined as of such date in the manner provided as contemplated by 
Section 301, ofthe principal amount of such Security (or, in the case of a Securi^ described in Clause (A) or (B) above, ofthe amount 
determined as provided in such Clause), and (D) Securities owned by the Corporation or any other obligor upon die Securities or any 
Affiliate of the Corporation or of such other obligor, whether of record or beneficially, shall be disregarded and deemed not to be 
Outstanding, except that, in determining whether the Trustee shall be protected in relying upon any such request, demand, 
authorization, direction, notice, consent, waiver or other action, only Securities which the Trustee actually knows to be so owned shall 
be so disregarded. Securities so owned which have been pledged in good faith may be regarded as Outstanding if the pledgee 
establishes to the satisfaction of the Trustee the pledgee's right so to act with respect to such Securities and that the pledgee is not the 
Corporation or any other obligor upon the Securities or any Affili^e ofthe Corporation or of such odier obligor. 

"Paying Agent" means any Person authorized by ^e Corporation to pay the principal of or any premium or mterest on any 
Securities on behalf of the Corporafion. 

"Periodic Offering" means an offering of Securifies of a series fi-om tune to time the specific terms of which Securities, including 
without limitation the rate or rates of interest or formula for determining the rate or rates of interest thereon, ifany, the Stated Maturity 
or Maturities thereof and the redemption provisions, if any, with respect thereto, are to be determined by the Corporation upon the 
issuance of such Securities. 

"Person" means any individual, corporation, partnership, limited liability company or corporation, joint venture, tmst, 
unincorporated organization or govemment or any agency or political subdivision thereof 

"Place of Payment," when used with respect to the Securities of any series, means the place or places where the principal of and 
any premium and interest on the Securities ofthat series are payable as specified as contemplated by Section 301. 

"Predecessor Security" of any particular Security means every previous Security evidencing all or a portion ofthe same debt as that 
evidenced by such particular Security; and, for the purposes of this definition, any Security authenticated and delivered under 
Section 306 in exchange for or in lieu of a mutilated, destroyed, lost or stolen Security shall be deemed to evidence the same debt as 
the mutilated, destroyed, lost or stolen Security. 

"Redemption Date," when used with respect to any Security to be redeemed, means the date fixed for such redemption by or 
pursuant to this Indenture. 

"Redemption Price," when used with respect to any Security to be redeemed, means the price at which it is to be redeemed 
pursuant to this Indenture. 

"Regular Record Date" for the interest payable on any Interest Payment Date on the Securities of any series means the date 
specified for that purpose as contemplated by Section 301. 

"Responsible Officer," when used with respect to the Trustee, means an officer ofthe Tmstee in the Corporate Trust Office, having 
direct responsibility for the administration of this Indenture, and also, with respect to a particuliu- corporate trust matter, any other 
officer to whom such matter is referred because of such officer's knowledge of and femiliarity with the particular subject. 

"Securities" has the meaning stated in the first recital of this Indenture md more particularly means any 
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Securities authenticated and delivered under this Indenture. 

"Securities Act" means the Securhies Act of 1933 and any statute successor thereto, in each case as amended fi-om time to time. 

"Security Register" and "Security Registrar" have the respective meanings specified in Section 305. 

"Senior Indebtedness" means ail obligations or indebtedness of, or guaranteed or assumed by, the Corporation, whether or not 
represented by bonds, debentures notes or similar instmments, for borrowed money, and miy amendments, renewals, extensions, 
modifications and refundings of any such obligafions or indebtedness, unless in the instmment creating or evidencing any such 
indebtedness or obligations or pursuant to which the same is outstanding it is specifically stated, at or prior to die time the Corporation 
becomes liable in respect thereof, that any such obligation or indebtedness or such amendment, renewal, extension, modification and 
refunding thereof is not Senior Indebtedness. 

"Special Record Date" for the payment of any Defaulted Interest means a date fixed by the Tmstee pursuant to Section 307. 

"Stated Maturity," when used with respect to any Security or any installment of principal thereof or interest thereon, means the dale 
specified in such Security as the date on which the principal of such Security or such installment of principal or interest is due and 
payable, in the case of such principal, as such date may be advanced or extended as provided pursuant to die terms of such S«:urity 
and this Indenture. 

"Subordinated Security" means any security issued under this Indenture which is designated as a Subordinated Security. 

"Tmst Indenture Act" means the Tmst Indenture Act of 1939 as in force at the date as of which tiiis instrument was executed; 
provided, however, that in the event the Trust Indenture Act of 1939 is amended after such date, "Trust Indenture Act" shall mean, to 
the extent required by any such amendment, the Tmst Indenture Act of 1939 as so amended. 

"Tmstee" means the Person named as the "Tmstee" in the first paragraph of this instmment until a successor Trustee shall have 
become such pursuant to the applicable provisions of this Indenture, and thereafter "Tmstee" shall mean or include each Person who is 
then a Trustee hereunder, and if at any time there is more than one such Person, "Trustee" as used with respect to the Securities of any 
series shall mean the Trustee with respect to Securities ofthat series. 

"Vice President," when used with respect to the Corporation or the Tmstee, means any vice president, whether or not designated by 
a number or a word or words added before or after the title "vice president." 

Section 102. Compliance Certificates and Opinions 

Upon any application or request by the Corporation to the Tmstee to take any action under any provision of this Indenture, the 
Corporation shall furnish to the Trustee such certificates and opinions as may be requhed under the Trust Indenture Act. Each such 
certificate or opinion shall be given in the form of an Officers' Certificate, if to be given by an officer ofthe Corporafion, or an 
Opinion of Counsel, if to be given by counsel, and shall comply witii the requirements ofthe Trust Indenture Act and any otiier 
requirements set forth in this Indenture. 

Every certificate or opinion with respect to compliance witii a condition or covenant provided for in this Indenture (except for 
Officers' Certificates delivered under Section 1004) shall include 

(1) a statement that each individual signmg such certificate or opmion has read such covenant or condition and the definitions 
herein relating thereto; 

(2) a brief statement as to the nature and scope ofthe examination or uivestigation upon which (he statements or opinions 
contained in such certificate or opinion are based; 
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(3) a statement that, in the opinion ofeach such individual, he has made such examination or investigation as is necessary to 
enable him to express an informed opinion as to whether or not such covenant or condition has b e ^ complied with; and 

(4) a statement as to whether, in the opinion ofeach such individual, such condition or covenant has been complied with. 

Section 103. Form of Documents Delivered to Trustee 

In any case where several matters are required to be certified by, or covered by an opinion of, any specified Person, it is not 
necessary that all such matters be certified by, or covered by the opinion of, only one such Person, or that tiiey be so certified or 
covered by only one document, but one such Person may certify or give an opinion with respect to some matters and one or more 
other such Persons as to other matters, and any such Person may certify or give an opinion as to such matters in one or several 
documents. 

Any certificate or opinion of an officer ofthe Corporation may be based, insofar as it relates to legal matters, upon a certificate or 
opinion of, or representations by, counsel, unless such officer knows, or in the exercise of reasonable care should Imow, that the 
certificate or opinion or representations with respect to the matters upon which his certificate or opinion is based are erroneous. Any 
such certificate or opinion of counsel may be based, insofar as it relates to factual matters, upon a certificate or opinion of, or 
representations by, an officer or officers ofthe Corporation stating diat the information with respect to such fecti^ matters is in the 
possession ofthe Corporation, unless such counsel knows, or in the exercise of reasonable care should know, that the certificate or 
opinion or representations with respect to such matters are erroneous. 

Where any Person is required to make, give or execute two or more applications, requests, consents, certificates, statements, 
opinions or other instruments under this Indenture, they may, but need not, be consolidated and form one instmment. 

Whenever, subsequent to the receipt by the Trustee of any Board Resolution, Officers' Certificate, Opinion of Counsel or other 
document or instmment, a clerical, typographical or other inadvertent or unintentional error or omission shall be discovered therein, a 
new document or instrument may be substituted therefor in corrected forai with the same force and effect as if originally filed in the 
corrected form and, irrespective ofthe date or dates ofthe actual execution and/or delivery thereof, such substitute document or 
instmment shall be deemed to have been executed and/or delivered as ofthe date or dates required with respect to the document or 
instrument for which it is substituted. Anything in this Indenture to the contrary notwithstanding, ifany such corrective document or 
instmment indicates that action has been taken by or at the request ofthe Corporation which could not have been taken had the 
original document or instmment not contained such error or omission, the action so taken shall not be invalidated or otherwise 
rendered ineffective but shall be and remain in full force and effect, except to the extent ttiat such action was a resuU of willful 
misconduct or bad faith. Without limiting the generality ofthe foregoing, any Securities issued under the audiority of such defective 
document or instrument shall nevertheless be the valid obligations ofthe Corporation entitled to the benefits of this Indenture equally 
and ratably with all other Outstanding Securities, except as aforesaid. 

Section 104. Acts of Holders; Record Dates 

Any request, demand, authorization, direction, notice, consent, waiver or other action provided or pennitted by this Indenture to be 
given, made or taken by Holders may be embodied in and evidenced by one or more instmments of substantially similartenor signed 
by such Holders in person or by agent duly appointed in writing; and, except as herein otiierwise expressly provided, such action shall 
become effective when such instmment or instmments are delivered to the Trustee and, where it is hereby expressly required, to the 
Corporation. Such insttument or instmments (and the action embodied therein and evidenced thereby) are herein sometimes referred 
to as the "Act" ofthe Holders signing such instrument or mstruments. Proof of execution of any such insttument or of a writmg 
appointing any such agent shall be sufficient for any purpose of this Indenture and (subject to Section 601) conclusive in favor ofthe 
Trustee and the Corporation, if made in the manner provided in this Section. 
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The fact and date ofthe execution by any Person of any such insttument or writing may be proved by the affidavit of a wihiess of 
such execution or by a certificate of a nof^y public or other officer authorized by law to take acknowledgments of deeds, certifying 
that the individual signing such insttument or writing acknowledged to him the execution thereof Where such execution is by a signer 
acting in a capacity other than his individual capacity, such certificate or affidavit shall also constitute sufficient proof of his authority. 
The fact and date ofthe execution of any such instmment or writmg, or the authority ofthe Person executing the same, may also be 
proved in any other manner which the Trustee deems sufficient. 

The ownership of Securities shall be proved by tiie Security Register. 

Any request, demand, authorization, direction, notice, consent, waiver or other Act ofthe Holder of any Securi^ shall bind every 
future Holder ofthe same Security and the Holder of every Security issued upon the registtation of transfer thereof or in exchange 
therefor or in lieu thereof in respect of anything done, omitted or suffered to be done by the Tmstee or the Corporation in reliance 
thereon, whether or not notation of such action is made upon such Security. 

The Corporation may set any day as a record date for the purpose of determining the Holders of Outstanding Securities of any 
series entitied to give, make or take any request, demand, auttiorization, direction, notice, consent, waiver or other action provided or 
permitted by this Indenture to be given, made or taken by Holders of Securities of such series; provided that the Corporation may not 
set a record date for, and the provisions of this paragraph shall not apply with respect to, the giving or making of any notice, 
declaration, request or direction referred to in die next paragraph. Ifany record date is set pursuant to this paragraph, the Holders of 
Outstanding Securities ofthe relevant series on such record date, and no other Holders, shall be entitled to take or revoke the relevant 
action, whether or not such Holders remain Holders after such record date; provided that no such acfion shall be effective hereunder 
unless taken on or prior to the applicable Expiration Date by Holders ofthe requisite principal amount of Outstanding Securities of 
such series on such record date. Nothing in this paragraph shall be constmed to prevent the Corporation fi-om setting a new recOTd date 
for any action for which a record date has previously been set pursuant to this paragraph (whereupon the record date previously set 
shall automatically and with no action by any Person be cancelled and of no effect), and nothing in this paragraph shall be consttued to 
render ineffective any action taken by Holders ofthe requisite principal amount of Outstanding Securities ofthe relevant series on the 
date such action is taken. Promptly after any record date is set pursuant to this paragraph, the Corporation, at its own expense, shall 
cause notice of such record date, the proposed action by Holders and the applicable Expiration Date to be given to the Trustee in 
writing and to each Holder of Securities ofthe relevant series in the manner set forth in Section 106. 

The Tmstee may set any day as a record date for the purpose of determining the Holders of Outstanding Securities of any series 
entitled to join in the giving or making of (i) any Notice of Default, (ii) any declaration of acceleration referred to in Section 502, 
(iii) any request to institute proceedings referred to in Section 507(2) or (iv) any direction referred to in Section 512, in each case with 
respect to Securities of such series. Ifany record date is set pursuant to this paragraph, the Holders of Outstanding Securities of such 
series on such record date, and no other Holders, shall be entitled to join in such notice, declaration, request or direction or to revoke 
the same, whether or not such Holders remain Holders after such record date; provided that no such action shall be effective hereunder 
unless taken on or prior to the applicable Expiration Date by Holders ofthe requisite principd amount of Outstanding Securities of 
such series on such record date. Nothing in this paragraph shall be constmed to prevent the Trustee from setting a new record date for 
any action for which a record date has previously been set pursuant to this paragraph (whereupon the record date previously set shall 
automatically and with no action by any Person be cancelled and of no effect), and nothing in tiiis paragraph shall be consttued to 
render ineffective any action taken by Holders ofthe requisite principal amount of Outstanding Securities ofthe relevant series on the 
date such action is taken. Promptly after any record date is set pursuant to this paragraph, the Tmstee, at the Corporation's expense, 
shall cause notice of such record date, the proposed action by Holders and the applicable Expiration Date to be sent to the Corporation 
in writing and to each Holder of Securities ofthe relevant series in the marmer set forth in Section 106. 

With respect to any record date set pursuant to this Section, the party hereto which sets such record dates may designate any day as 
the "Expiration Date" and from time to time may change the Expiration Date to any earlier or later day; provided that no such change 
shall be effective unless liotice ofthe proposed new Expiration Date is 
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given to the other party hereto in writing, and to each Holder of Securities ofthe relevant series in the manner set forth in Section 106, 
on or prior to the existing Expiration Date. If an Expiration Date is not designated with respect to any record date set pursuant to this 
Section, the party hereto which set such record date shall be deemed to have mitially designated the ISOth day after such record date 
as the Expiration Date with respect thereto, subject to its right to change the Expiration Date as provided in this paragraph. 
Notwithstanding the foregoing, no Expiration Date shall be later than the ISOth day after the applicable record date. 

Without limiting the foregoing, a Holder entitled hereunder to take any action hereunder with regard to any particular Security may 
do so with regard to all or any part ofthe principal amount of such Security or by one or more duly appointed agents each of wliich 
may do so pursuant to such appointment with regard to all or any part of such principal amount. 

Section 105. Notices, Etc., to Trustee and Corporation 

Any request, demand, authorization, direction, ncrtice, consent, waiver or Act of Holders or other document provided or permitted 
by this indenture to be made upon, given or fumished to, or filed with, 

(1) the Trustee by any Holder or by the Corporation shall be sufficient for every purpose hereunder if made, given, fiimished or 
filed in writing to or with the Trustee at its Corporate Tmst Office, Attention: Corporate Finance, or 

(2) the Corporation by die Trustee or by any Holder shall be sufficient for every purpose hereunder (unless otherwise herein 
expressly provided) if in writing and mailed, first-class postage prepaid, to the Corporation addressed to it at the address of its 
principal office specified in the first paragraph of this instmment, attention: Treasurer, or at any othw address previously fiiraished 
in writing to the Tmstee by the Corporation. 

Section 106. Notice to Holders; Waiver 

Where this Indenture provides for notice to Holders of any event, such notice shall be sufficiently given (unless otherwise herein 
expressly provided) if in writing and mailed, first-class postage prepaid, to each Holder affected by such event, at his address as it 
appears in the Security Register, not later than the latest date (ifany), and not eariier than the earliest date (ifany), prescribed for the 
giving of such notice. In any case where notice to Holders is given by mail, neither the failure to mail such notice, nor any defect in 
any notice so mailed, to any particular Holder shall affect the sufficiency of such notice with respect to other Holders. Where this 
Indenture provides for notice in any manner, such notice may he waived in writii^ by the Person entitied to receive such notice, either 
before or after the event, and such waiver shall be the equivalent of such notice. Waivers of notice by Holders shall be filed witii the 
Tmstee, but such filing shall not be a condition precedent to the validity of any action t^en in reli^ce upon such waiver. 

In case by reason ofthe suspension of regular mail service or by reason of any other cmise it shall be impracticable to give such 
notice by mail, then such notification as shall be made with the approval ofthe Trustee shaft constitute a sufficient ntrtification for 
every purpose hereunder. 

Section 107. Conflict with Trust Indenture Act 

Ifany provision hereof limits, qualifies or conflicts vrith a provision ofthe Trust Indenture Act which is required under such Act to 
be a part of and govern this Indenture, the latter provision shall conttol. Ifany provision of this Indenture modifies or excludes any 
provision ofthe Trust Indenture Act which may be so modified or excluded, the latter provision shall be deemed to apply to this 
Indenture as so modified or to be excluded, as the case may be. 

Section 108. Effect of Headings and Table of Contents 

The Article and Section headings herein and the Table of Contents are for convenience only and shall not affect the constmction 
hereof 
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Section 109. Successors and Assigns 

All covenants and agreements in this Indenture by the Corporation shall bind its successors and assigns, whether so expressed or 
not. 

Section 110. Separability Clause 

In case any provision in this Indenture or in the Securities shall be invalid, illegal or unenforceable, the validity, legaHty and 
enforceability ofthe remaining provisions shall not in any way be affected or impaired thereby. 

Section 111. Benefits of Indenture 

Nothing in this Indenture or in the Securities, express or implied, shall give to any Person, other than the parties hereto, tiieir 
successors hereunder and the Holders, any benefit or any legal or equitable right, remedy or claim under this Indenture. 

Section 112, Governing Law; Waiver of Trial by Jury 

This Indenture and the Securities shall be governed by and constmed in accordimce with the laws ofthe State of New York, 
without regard to conflicts of laws principles thereof. 

Each ofthe Corporation and the Trustee inevocabiy waives, to the fiillest extent permitted by applicable law, any and all ri^t to 
ttial by jury in any legal proceeding arising out of or relating to tiiis Indenture or the transactions contemplated hereby. 

Section 113. I^gal Holidays 

In any case where any Interest Payment Date, Redemption Date or Stated Maturity of any Security shall not be a Business Day at 
any Place of Payment, then (notwithstandmg any other provision of this Indenture or ofthe Securities (other than a provision of any 
Security which specifically states that such provision shall apply in lieu of this Section)) payment of interest or prmcipal (and 
premium, if any) need not be made at such Place of Payment on such date, but may be made on the next succeeding Business Day at 
such Place of Payment with the same force and effect as if made on the Interest Payment Date or Redemption Date, or at the Stated 
Maturity. 

ARTICLE TWO 

Security Forms 

Section 201. Forms Generally 

The Securities ofeach series shall be in substantially tiie form set forth in this Article, or ui such other form as shall be established 
by or pursuant to a Board Resolution or in one or more indentures supplemental hereto, in each case with such appropriate insertions, 
omissions, substitutions and other variations as are required or permitted by this Indenture, and may have such letters, numbers or 
other marks of identification and such legends or endorsements placed thereon as may be required to comply with the mles of any 
securities exchange or Depositary therefor or as may, consistently herewith, be determined by the officers executing such Securities, 
as evidenced by their execution thereof If the form of Securities of any series is established by action taken pursuant to a Board 
Resolution, a copy of an appropriate record of such action shall be certified by the Secretary or an Assistant Secretary ofthe 
Corporation and delivered to the Trustee at or prior to the delivery ofthe Company Order contemplated by Section 303 fbr the 
authentication and delivery of such Securities. 

The definitive Securities shall be printed, lithographed or engraved on steel engraved borders or may be produced in any other 
manner, all as detemiined by the officers executing such Securities, as evidenced by their 
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execution of such Securities. 

Section 202. Form of Face of Security 

[Insert any legend required by the intemal Revenue Code and the regulations thereunder.] 

DUKE ENERGY CORPORATION 

No. 
$ 

CUSIP No.' 

Duke Energy Corporation, a corporation duly organized and existing under tiie laws ofthe State of Delaware (herem called the 
"Corporation," which term includes any successor Person under the Indenture hereinafter referred to), for value received, hereby 
promises to pay to , or registered assigns, the principal sum of Dollars on [if the Security is to bear interest prior to Maturity and 
interest payment periods are not extendable, insert—, and to pay interest thereon from or fi-om the most recent Int^est Payment 
Date to which interest has been paid or duly provided for, [insert—semi-annually, quarterly, monthly or other description ofthe 
relevant payment period] on [ , ,] and in each year, commencing , at the rate of % per annum, until die principal 
hereof is paid or made available for payment [if applicable, insert—, provided that any principal and premium, and any such 
installment of interest, which is overdue shall bea- interest at the rate of % per annum (to the extent that the p^ment of such 
interest shall be legally enforceable), from the dates such amounts are due until they are paid or made available for payment, and such 
interest shall be payable on demand]. The interest so payable, and punctually paid or duly provided for, bn any Interest Payment Date 
will, as provided in such Indenture, be paid to the Person in whose name this Security (or one or more Predecessor Securities) is 
registered at the close of business on the Regular Record Date for such interest, which shall be the [ ] (whether or not a Business 
Day), as the case may be, next preceding such Interest Payment Date. Any such interest not so punctually paid or duly provided for 
will forthwith cease to be payable to the Holder on such Regular Record Date and may either be paid to the Person m whose name this 
Security (or one or more Predecessor Securities) is registered at the close of business on a Speciad Record Date for the payment of 
such Defaulted Interest to be fixed by die Tmstee, notice whereof shall be given to Holders of Securities of this series not less than 10 
days prior to such Special Record Date, or be paid at any time in any other lawful manner not inconsistent with tiie requirements of 
any securities exchange on which the Securities of this series may be listed, and upon such notice as may be requhed by such 
exchange, all as more fully provided in said Indenture]. 

[If the Security is not to bear interest prior to Maturity, insert—The principJd of this Security shall not bear interest except in the 
case of a default in payment of principal upon acceleration, upon redemption or at Stated Maturity and in such case the overdue 
principal and any overdue premium shall bear interest at the rate of % per annum (to the extent diat the payment of such interest 
shall be legally enforceable), fi-om the dates such amounts are due until they are paid or made available for payment. Interest on any 
overdue principal or premium shall be payable on demand. Any such interest on overdue principal or premium which is not paid on 
demand shall bear interest at the rate of % per annum (to the extent that the payment of such interest on interest shall be legally 
enforceable), fi-om the date of such demand until the amount so demanded is paid or made available for payment. Interest on any 
overdue interest shall be payable on demand.] 

Payment ofthe principal of (and premium, ifany) and [if applicable, insert—any such] interest on this Security will be made at the 
office or agency ofthe Corporation maintained for that purpose in , in such coin or currency ofthe United States of America as at 
the time of payment is legal tender for payment of public and private debts [if applicable, insert—; provided, however, that at the 
option ofthe Corporation payment of interest may be made by check mailed to the address ofthe Person entitled thereto as such 
address shall appear in the Security Register or by wire ttansfer at such place and to such account at a banking institution in the United 
States as may be designated in writing to the Tmstee at least sixteen (16) days prior to the date for payment by the Person entitled 
thereto]. 
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Reference is hereby made to the further provisions of this Security set forth on the reverse hereof, which further provisions shall for 
all purposes have the same effect as if set forth at this place. 

Unless the certificate of authentication hereon has been executed by the Tmstee referred to on the reverse hereof by manual 
signature, this Security shall not be entitled to any benefit under tiie Indenture or be valid or obligatory for any purpose. 

IN WITNESS WHEREOF, the Corporation has caused this instmment to be duly executed. 

Dated: Duke Energy Corporation 

By: 

Section 203. Form of Reverse of Security 

This Security is one of a duly authorized issue of securities ofthe Corporation (herein called the "Securities"), issued and to be 
issued in one or more series under an Indenture, dated as of June 3,2008 (herein called the "Indenture," which term shall have the 
meaning assigned to it in such instrument), between the Corporation and The Bank of New York Trust Company, N.A., as Trustee 
(herein called the "Trustee," which term includes any successor tmstee under the Indenture), smd reference is hereby made to the 
Indenture for a statement ofthe respective rights, limitation of rights, duties and immunities thereunder ofthe Corpor^on, the Tmstee 
[if applicable, insert, the holders of Senior Indebtedness] and the Holders ofthe Securities and of the tKms upon which die Securities 
are, and are to be, authenticated and delivered. This Security is one ofthe series designated on tiie face hereof [if applicable, insert—^ 
[initially] limited in aggregate principal amount to $ j . 

[If appitcable, insert—^The Securities of this series are subject to redemption upon not less than 30 days' notice by mail, [if 
applicable, insert—(1) on in any year commencing with tiie year and ending with the year through operation ofthe sinking 
fiind for this series at a Redemption Price equal to 100% ofthe principal amount, and (2)] at any time [if appUcable, insert—on or 
after , ], as a whole or in part, at the election ofthe Corporation, at the following Redemption Prices (expressed as percentages 
ofthe principal amount): If redeemed [if applicable, insert— on or before , %, and if redeemed] during the 12-montii period 
beginning ofthe years indicated, 

YBAR REDEMPTION PRICE YEAR REDEMPTION PRICE 

and thereafter at a Redemption Price equal to % of tiie principal amount, together in the case of any such redemption [if iqiplicable, 
insert—(whether through operation ofthe sinking fund or otherwise)] with accmed interest to the Redemption Date, but interest 
installments whose Stated Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities, or one or 
more Predecessor Securities, of record at the close of business on the relevant Record Dates referred to on the face hereof, all as 
provided in the Indenture.] 

[If applicable, insert—The Securities of this series are subject to redemption upon not less than 30 days' notice by mail, (1) on 
in any year commencing with the year and ending with the year through operation ofthe sinking fund for this series at the 
Redemption Prices for redemption through operation ofthe sinking fond (expressed as percentages ofthe principal amount) set forth 
in the table below, and (2) at any time [if applicable, insert—on or after ], as a whole or in part, at the election ofthe Corporation, 
at the Redemption Prices for redemption otherwise than through operation ofthe sinking fund (expressed as percent^es ofthe 
principal amount) set forth in the table below; If redeemed during the 12- montii period beginning ofthe years indicated, 
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Redemption Price for Redemption Price for 
Redemption through Redemptitm otherwise than 

Operation ofthe through Operation 
Year Sinking Fund ofthe Sinking Fund 

and thereafter at a Redemption Price equal to % ofthe principal amount, together in the case of any such redemption (whether 
through operation of tiie sinking fund or otherwise) with accmed interest to the Redemption Date, but interest instalhnents whose 
Stated Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities, or one or more Predecessor 
Securities, of record at the close of business on the relevant Record Dates referred to on the face hereof, all as provided in the 
Indenture.] 

[If applicable, insert—^Notwithstanding the foregoing, the Corporation may not, prior to , redeem any Securities of this 
series as contemplated by [if applicable, insert—Clause (2) of] the preceding paragraph as a part of, or in anticipation of̂  any 
refunding operation by the application, directly or indirectly, of moneys borrowed having an interest cost to the Corporation 
(calculated in accordance with generally accepted financial practice) of less than % per annum.] 

[If applicable, insert—^The sinking fiind for this series provides for the redemption on in each year beginning with the year 
and ending with the year of [if applicable, insert—not less than $ ("mandatory sinking fund") and not more than] $ 
aggregate principal amount of Securities of this series. Securities of this series acquired or redeemed by the Corporation otiierwise 
than through [if applicable, insert—mandatory] sinking fimd payments may be credited against subsequent fif applicable, 
insert—mandatory] sinking fund payments otherwise required to be made [if applicable, insert—, in the inverse order in which they 
become due].] 

[If the Security is subject to redemption of any kind, insert—In the event of redemption of this Security in part only, a new Security 
or Securities of this series and of like tenor for the unredeemed portion hereof will be issued in the name ofthe Holder hereof upon the 
cancellation hereof] 

[If applicable, insert—The Indenture contains provisions for defeasance at any time of [the entire indebtedness of this Security] [or] 
[certain restrictive covenants and Events of DefauU with respect to this Security] [, in each case] upon compliance with certain 
conditions set forth in the Indenture.] 

[If the Security is not an Original Issue Discount Security, insert—If an Event of DefauU with respect to Securities of this series 
shall occur and be continuing, the principal ofthe Securities of this series may be declared due and payable m the marmer and with the 
effect provided in the Indenture.] 

[If the Security is an Original Issue Discount Security, insert—If an Event of Default with respect to Securities of this series shall 
occur and be continuing, an amount of principal ofthe Securities of this series may be declared due and payable in the manner and 
with the effect provided in the Indenture. Such amount shall be equal to [insert formula for determining the amount]. Upon payment of 
(i) the amount of principal so declared due and payable and (ii) interest on any overdue principal, premium and interest (in each case 
to the extent that the payment of such interest shall be legally enforceable), all ofthe Corporation's obligations in respect ofthe 
payment ofthe principal of and premium and interest, ifany, on the Securities of this series shaU terminate,] 

The Indenture permits, with certain exceptions as therein provided, the amendment thereof and the modification ofthe rights and 
obligations ofthe Corporation and the rights ofthe Holders of tiie Securities of all series affected under tiie Indenture at any tune by 
the Corporation and the Tmstee with the consent ofthe Holders of a majority in principal amount ofthe Securities of all series at the 
time Outstanding affected thereby (voting as one class). The Indenture contdns provisions permitting the Holders of not less than a 
majority in principal amount ofthe Securities of all series at the time Outstanding witii respect to which a default under tiie Indenture 
shall have 
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occurred and be continuing (voting as one class), on behalf of the Holders ofthe Securities of all such series, to waive, with certain 
exceptions, such past default with respect to all such series and its consequences. The Indenture also permits the Holders of not less 
than a majority in principal amount ofthe Securities ofeach series at the time Outstanding, on behalf of the Holders of all Securities 
of such series, to waive compliance by the Corporation with certain provisions ofthe Indenture. Any such consent or waiver by the 
Holder of this Security shall be conclusive and binding upon such Holder and upon all fijture Holders of this Security and of any 
Security issued upon the registration of transfer hereof or in exchange therefor or in lieu hereof, whether or not notation of such 
consent or waiver is made upon this Security. 

As provided in and subject to the provisions ofthe Indenture, the Holder of this Security shall not have the right to institute any 
proceeding with respect to the Indenture or for the appointment of a receiver or ttustee or for any other remedy thereunder unless such 
Holder shall have previously given the Tmstee written notice of a continuing Event of DefeuU with respect to the Securities of this 
series, the Holders of not less than a majority in principal amoimt ofthe Securities of this series at the time Outstanding shall have 
made written request to the Tmstee to institute proceedings in respect of such Event of Default as Tmstee mid offered the Tmstee 
reasonable indemnity, and the Tmstee shall not have received from the Holders of a majority in principal amount of Securities of this 
series at the time Outstanding a direction inconsistent with such request, and shall have failed to institute any sudi proceeding, for 
60 days after receipt of such notice, request and offer of indemnity. The foregoing shall not apply to ar^ suit instituted by the Holder 
of this Security for the enforcement of any payment of principal hereof or any premium or interest hereon on or after the respective 
due dates expressed herein. 

No reference herein to the Indenture and no provision of this Security or ofthe Indenture shall after or impah tiie obligation ofthe 
Corporation, which is absolute and unconditional, to pay the principal of and any premium and interest on this Security at the times, 
place and rate, and in the coin or currency, herein prescribed. 

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Security is registrable in the 
Security Register, upon surrender of this Security for registtation of transfer at the office or agency ofthe Corporation in any place 
where the principal of and any premium and interest on this Security are payable, duly endorsed by, or accompmiied by a written 
instrument of transfer in form satisfactory to the Corporation and the Security Registrar duly executed by, the Holder hereof or his 
attomey duly authorized in writing, and thereupon one or more new Securities of this series and of like tenor, of authorized 
denominations and for the same aggregate principal amount, will be issued to the designated transferee or transferees. 

The Securities of this series are issuable only in registered form without coupons in denominations of $1,000 and any integral 
multiple thereof As provided in the Indenture and subject to certain limitations therein set forth. Securities of tiiis series are 
exchangeable for a like aggregate principal amount of Securities of this series and of like tenor of a different authorized denomination, 
as requested by the Holder surrendering the same. 

No service charge shall be made for any such registration of transfer or exchange, but the Corporation may require payment of a 
sum sufficient to cover any tax or other govemmental charge payable in connection therewith. 

Prior to due presentment of this Security for registtation of ttansfer, the Corporation, the Tmstee and any agent ofthe Corporation 
or the Tmstee may treat the Person in whose name this Security is registered as the owner hereof for all purposes, whether or not this 
Security be overdue, and neither the Corporation, the Trustee nor any such agent shall be affected by notice to the contrary. 

All terms used in this Security which are defined in the Indenture shall have the meanings assigned to them in the Indenture, 

Section 204. Form of Legend for Global Securities 

Unless otherwise specified as contemplated by Section 301 for tiie Securfties evidenced tiiereby, eveiy Global Security 
authenticated and delivered hereunder shall bear a legend in substantially the following form; 

THIS SECURITY IS A GLOBAL SECURITY WITHIN THE MEANflslG OF THE INDENTURE 
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HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. 
THIS SECURITY MAY NOT BE EXCHANGED IN WHOLE OR IN PART FOR A SECURITY REGISTERED, AND NO 
TRANSFER OF THIS SECURITY IN WHOLE OR IN PART MAY BE REGISTERED, IN THE NAME OF ANY PERSON 
OTHER THAN SUCH DEPOSITARY OR A NOMINEE THEREOF, EXCEPT IN THE LIMTTED CIRCUMSTANCES 
DESCRIBED IN THE INDENTURE. 

Section 205. Form of Trustee's Certificate of Authentication 

The Tmstee's certificate of authentication shaft be in substantially the following form: 

This is one ofthe Securities ofthe series designated therein referred to in the within-mentioned Indenture. 

The Bank of New York Tmst Company, N.A., 
as Trustee 

By: 
Authorized Signatory 

ARTICLE THREE 

The Securities 

Secfion 301. Amount Unlimited; Issuable in Series 

The aggregate principal amount of Securities which may be authenticated and delivered under this Indenture is unUmited. 

The Securities may be issued in one or more series. There shall be established in or pursuant to a Board Resolution and, subject to 
Section 303, set forth, or determined in the marmer provided, in an Officers' Certificate, or established in one or more indentures 
supplemental hereto, prior to the issuance of Securities of any sM'ies, 

(1) the title ofthe Securfties ofthe series (which shall distinguish the Securities ofthe series from Securities of any otiier series); 

(2) any limit upon the aggregate principal amount ofthe Securities ofthe series which may be authenticated and delivered under 
this Indenture (except for Securities authenticated and delivered upon registtation of transfer of, or in exchange for, or in lieu of, 
other Securities of the series pursuant to Section 304, 305, 306, 906 or 1106 and except for any Securfties which, pursujmt to 
Section 303, are deemed never to have been authenticated and delivered hereunder); 

(3) the Person to whom any interest on a Security ofthe series shall be payable, if other than the Person in whose name that 
Security (or one or more Predecessor Securities) is registered at the close of business on the Regular Record Date for such interest; 

(4) the date or dates on which the principal of any Securities ofthe series is payable or the method by which such date shall be 
determined and the right, ifany, to shorten or extend the date on which the principal of any Securities ofthe series is payable and 
the condftions to any such change; 

(5) the rate or rates at which any Securities ofthe series shall bear interest, ifany, or the method by which such rate or rates shall 
be determined; the date or dates fi-om which any such interest shall accrue; the Interest Payment Dates on vrfiich any such interest 
shall be payable; the manner (ifany) of determination of such Interest Payment Dates; and the Regular Record Date, ifany, fiir any 
such interest payable on any Interest Payment Date; 
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(6) the right, ifany, to extend the interest payment periods and tiie terms of such extension or extensions; 

(7) the place or places where the principal of and any premium and interest on any Securities ofthe series shall be payable and 
whether, if acceptable to the Tmstee, any principal of such Securities shall be payable without presentation or surrender thereof; 

(8) the period or periods within which, or the date or dates on which, the price or prices at which and the terms and conditions 
upon which any Securfties ofthe series may be redeemed, in whole or in part, at the option ofthe Corporation and, if other than by 
a Board Resolution, the manner in which any election by the Corporation to redeem the Securities shall be evidenced; 

(9) the obligation, ifany, ofthe Corporation to redeem or purchase any Securities ofthe series pursuant to any sinking fiind, 
purchase fijnd or analogous provisions or at the option ofthe Holder thereof and the period or periods within which, the price or 
prices at which and the terms and conditions upon which any Securities ofthe series shall be redeemed or purchased, in vfhole or in 
part, pursuant to such obligation; 

(10) if other than denominations of $1,000 and any integral multiple tiiereof, the denominations in which any Securfties ofthe 
series shall be issuable; 

(11) if the amount of principal of or any premium or interest on any Secitfities ofthe series may be determined with reference to 
an index or pursuant to a formula, the manner in which such amounts shall be detennined; 

(12) if other than tiie currency ofthe Unfted States of America, tiie currency, currencies or currency units m which the principal 
of or any premium or interest on any Securities ofthe series shall be payE l̂e and the manner of determming the equivalent thereof 
in the currency ofthe United States of America for any purpose, including for purposes ofthe definition of "Outstanding" in 
Section lOl; 

(13) if the principal of or any premium or interest on any Securities ofthe series is to be payable, at the election ofthe 
Corporation or the Holder thereof, in one or more currencies or currency units other than that or those in which such Securities are 
stated to be payable, the currency, currencies or currency units in which the principal of or any premium or interest on such 
Securities as to which such election is made shall be payable, the periods wfthin which and the terms and conditions upon which 
such election is to be made and the amount so payable (or the maimer in which such amount shall be determined); 

(14) if other than the entire principal amount thereof, the portion ofthe principal amount of any Securities ofthe series which 
shall be payable upon declaration of acceleration ofthe Maturity thereof pursuant to Section 502; 

(15) if the principal amount payable at the Stated Maturity of any Securities ofthe series will not be determinable as of any one 
or more dates prior to the Stated Maturity, the amount which shall be deemed to be the principal amount of such Securfties as of 
any such date for any purpose thereunder or hereunder, including the principal amount thereof which shall be due and payable upon 
any Maturity other than the Stated Maturity or which shall be deemed to be Outstanding as of any date prior to the Stated Maturity 
(or, in any such case, the m^ner in which such amount deemed to be the principal amount shall be determined); 

(16) ifeither or both of Sections 1302 and 1303 do not apply to any Securities ofthe series; 

(17) if applicable, that any Securities ofthe series shall be issuable in whole or in part in the form of one or more Global 
Securities and, in such case, the respective Depositary or Depositaries for such Global Securities, the form of any legend or legends 
which shall be borne by any such Global Security in addftion to or in lieu ofthat set forth in Section 204 and any circumstances in 
addition to or in lieu of those 
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set forth in Clause (2) ofthe last paragraph of Section 305 in which any such Global Security may be exchanged in whole or in part 
for Securities registered, and any ttansfer of such Global Security in whole or in part may be registered, in the name or names of 
Persons other than the Depositary for such Global Security or a nominee thereof; 

(18) any addition, modification or deletion of any Events of DefauU or covenants provided with respect to any Securities ofthe 
series and any change in the right ofthe Trustee or the requisite Holders of such Securfties to declare the princip^ amount thereof 
due and payable pursuant to Section 502; 

(19) any addition to or change in fhe covenants set forth in Article Ten which applies to Securities of flie series; 

(20) whether such Securities are Subordmated Securfties and if so, the provisions for such subordination if other than the 
provisions set forth in Article Fifteen; and 

(21) any other terms ofthe series. 

All Securfties of any one series shall be substantially identical except as to denomination and except as may otherwise be provided 
in or pursuant to the Board Resolution referted to above and (subject to Section 303) set forth, or determined in the manner provided, 
in the Officers' Certificate referted to above or in any such indenture supplemental hereto. 

Ifany ofthe terms ofthe series are established by action taken pursuant to a Board Resolution, a copy of an appropriate record of 
such action shall be certified by the Secretary or an Assistant Secretary ofthe Corporation and delivered to the Trustee at or prior to 
the delivery ofthe Officers' Certificate setting forth the terms or the mjmner of det^mining the terms ofthe series. 

With respect to Securities of a series offered in a Periodic Offering, the Board Resolution (or action taken pursuant thereto). 
Officers' Certificate or supplemental indenture referred to above may provide general terms or parameters for Securities of such series 
and provide either that the specific terms of particular Securities of such series shall be specified in a Company Order or that such 
terms shall be determined by the Corporation in accordance with other procedures specified in a Company Order as contemplated by 
the third paragraph of Section 303. 

Notwithstanding Section 301(2) herein and unless otherwise expressly provided with respect to a series of Securities, the aggregate 
principal amount of a series of Securities may be increased and additional Securities of such series may be issued up to the maximum 
aggregate principal amount authorized with respect to such series as increased. 

Section 302. Denominations. 

The Securities ofeach series shall be issuable only in fiilly registered form without coupons and only in such denommations as 
shall be specified as contemplated by Section 301. In the absence of any such specified denomination with respect to the Securities of 
any series, the Securities of such series shall be issuable in denominations of $1,000 and any integral multiple thereof 

Section 303. Execution, Authentication, Delivery and Dating 

The Securfties shall be executed on behalf of the Corporation by its Chairman ofthe Board, its President, one of its Vice 
Presidents, its Treasurer or one of its Assistant Treasurers. The signature of any of these officers on the Securities may be manual or 
facsimile. 

Securities bearing the manual or facsimile signatures of individuals who were at any time the proper officers ofthe Corporation 
shall bind the Corporation, notwithstanding that such individuals or any of them have ceased to hold such offices prior to the 
authentication and delivery of such Securities or did not hold such offices at the date of such Securities. 
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At any time and from time to time after the execution and delivery of this Indenture, the Corporation may deliver Securities of any 
series executed by the Corporation to the Trustee for authentication, together with a Company Order for the authentication and 
delivery of such Securities, and the Tmstee in accordance witii the Company Order shall authenticate and deliver such Securities, 
provided, however, that in the case of Securities offered in a Periodic Offering, the Tmstee shall authenticate and deliver such 
Securities from time to time in accordance with such other procedures (mcluding, without limitation, the receipt by the Trustee of oral 
or electronic instructions from the Corporation or its duly autiiorized agents, promptly confirmed in writing) acceptable to the Tmstee 
as may be specified by or pursuant to a Company Order delivered to the Trustee prior to the time ofthe first autiientication of 
Securities of such series. If the form or terms ofthe Securities ofthe series have been estabUshed by or pursuant to one or more Board 
Resolutions as permitted by Sections 201 and 301, in authenticating such Securfties, and acceptmg the addftional responsibilities 
under this Indenture in relation to such Securities, the Trustee shall be entitled to receive, and (subject to Section 601) shall be fiilly 
protected in relying upon, an Opinion of Counsel statii^, 

(1) if the form of such Securities has been established by or pursuant to Board Resolution as permitted by Section 201, that such 
form has been established in conformity with the provisions of this Indenture; 

(2) if the terms of such Securities have been, or in the case of Securities of a series offered in a Periodic Offering, will be, 
established by or pursuant to Board Resolution as peimitted by Section 301, that such terms have been, or in the case of Securities 
of a series offered in a Periodic Offering, will be, estabUshed in conformity with the provisions of this Indenture, subject, in the 
case of Securfties of a series offered in a Periodic Offering, to any conditions specified in such Opinion of Counsel; and 

(3) that such Securities, when authenticated and delivered by the Trustee and issued by the Corporation in the manner and 
subject to any conditions specified in such Opinion of Counsel, will constitute valid and legally binding obligations ofthe 
Corporation enforceable in accordance with tiieir terms, subject to bankmptcy, insolvency, fraudulent ttansfer, reorganization, 
moratorium and similar laws of general applicability relating to or affectmg creditors' rights and to general equity principles. 

If such form or terms have been so established, the Tmstee shall not be required to authenticate such Securities if the issue of such 
Securities pursuant to this Indenture will affect tiie Tmstee's own rights, duties or immunfties under the Securfties and this Indenture 
or otherwise in a manner which is not reasonably acceptable to the Trustee. 

Notwithstanding the provisions of Section 301 and ofthe preceding paragraph, if all Securities of a series are not to be originidly 
issued at one time, it shall not be necessary to deliver the Officers' Certificate otherwise required pursuant to Section 301 or the 
Company Order and Opinion of Counsel otherwise requhed pursuant to such preceding paragraph at or prior to the autiientication of 
each Security of such series if such documents are delivered at or prior to the authentication upon original issuance ofthe first Security 
of such series to be issued. 

With respect to Securfties of a series offered in a Periodic Offering, the Trustee may rely, as to the autiiorization by the Corporation 
of any of such Securities, the form and terms thereof and the legality, validity, binding effect and enforceability thereof, upon the 
Opinion of Counsel and the other documents delivered pursuant to Sections 201 and 301 and this Section, as applicable, in connection 
with the first authentication of Securities of such series. 

Each Security shall be dated the date of its authentication. 

No Security shall be entitled to any benefit under tiiis Indenture or be valid or obligatory for any purpose unless there appears on 
such Security a certificate of authentication substantially in the form provided for herein executed by the Trustee by manual signature 
of an authorized signatory, and such certificate upon any Security shall be conclusive evidence, and tiie only evidence, tiiat such 
Security has been duly authenticated and delivered hereunder. Notwithstanding the foregoing, ifany Security shaft have been 
authenticated and delivered hereunder but never issued and sold by the Corporation, and the Corporation shall deliver such Security to 
the Tmstee for 
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cancellation as provided in Section 309, for all purposes of this Indenture such Security shall be deemed never to have been 
authenticated and delivered hereunder and shall never be entftled to tiie benefits of this Indenture. 

Section 304. Temporary Securities 

Pending the preparation of definitive Securities of any series, the Corporation may execute, and upon Company Order tiie Trustee 
shall authenticate and deliver, temporary Securities which are printed, lithographed, typewritten, mimeognq)hed or otherwise 
produced, in any authorized denomination, substantially ofthe tenor ofthe definitive Securities in lieu of wiiich they are issued and 
with such appropriate insertions, omissions, substitutions and other variations as the officers executuig such Securities may determine, 
as evidenced by their execution of such Securfties. 

If temporary Securities of any series are issued, the Corporation will cause definitive Securities ofthat series to be prepared without 
unreasonable delay. After the preparation of definitive Securities of such series, the temporary Securities of such series shall be 
exchangeable for definitive Securities of such series upon surrender ofthe temporary Securities of such series at tiie office or agency 
ofthe Corporation in a Place of Payment for that series, without charge to the Holder. Upon surrender for cancellation of any one or 
more temporary Securities of any series, the Corporation shall execute and the Tmstee ̂ all authenticate and deliver in exchar^e 
therefore one or more definftive Securities ofthe same series, of any authorized denominations and of like tenor and aggregate 
principal amount. Until so exchanged, the temporary Securities of any series shall in all respects be entitled to the same benefits under 
this Indenture as definitive Securities of such series and tenor. 

Section 305. Registration; Registration of Transfer and Exchange 

The Corporation shall cause to be kept at the Corporate Tmst Office ofthe Trustee a register (the register msuntained m such office 
or in any other office or agency ofthe Corporation in a Place of Payment being herein sometimes referred to as the "Security 
Register") in which, subject to such reasonable regulations as it may prescribe, the Corporation shall provide for the registration of 
Securities and of transfers of Securfties. The Trustee is hereby appointed "Security Registtar" for the purpose of registering Securities 
and ttansfcrs of Securities as herein provided. 

Upon surrender for registtation of transfer of any Security of a series at the office or agency ofthe Corporation in a Place of 
Payment for that series, the Corporation shall execute, and the Tmstee shall authenticate Mid deliver, in the name ofthe designated 
ttansferee or ttansferees, one or more new Securities ofthe same series, of any authorized denominations and of like tenor and 
aggregate principal amount. 

At the option ofthe Holder, Securfties of any series may be exchanged for other Securities ofthe same series, of any authorized 
denominations and of like tenor and aggregate principal amount, upon surrender ofthe Securities to be exchanged at such office or 
agency. Whenever any Securities are so surtendered for exchange, the Corporation shall execute, and the Trustee shall authenticate 
and deliver, the Securities which the Holder making the exchange is entftled to receive. 

All Securfties issued upon any registration of transfer or exchange of Securities shall be the valid obligations ofthe Corporation, 
evidencing the same debt, and entitled to die same benefits under this Indenture, as the Securfties surtendered upon such registtation 
of transfer or exchmige. 

Every Security presented or surrendered for registration of ttansfer or for exchange shall (if so required by the Corporation or the 
Trustee) be duly endorsed, or be accompanied by a written insttument of ttansfer in form satisfactory to the Corporation and the 
Security Registtar duly executed, by the Holder thereof or his attomey duly authorized in writing. 

No service charge shall be made for any registration of ttansfer or exchange of Securities, but the Corporation may require payment 
of a sum sufficient to cover any tax or other govemmental charge that may be imposed in cormection with any registtation of ttansfer 
or exchange of Securities, other than exchanges pursuant to Section 304,906 or 1106 not involving any ttansfer. 
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If the Securities of any series (or of any series and specified tenor) are to be redeemed, tiie Corporation shall not be required (A) to 
issue, register the transfer of or exchange any Securities ofthat series (or of tiiat series and specified tenor, as the case may be) during 
a period beginning at the opening of business 15 days before the day ofthe mailing of a notice of redemption of any such Securities 
selected for redemption and ending at the close of business on the tiay of such mailing, or (B) to register the transfer of or exchange 
any Security so selected for redemption in whole or in part, except the unredeemed portion of any Security being redeemed in part. 

The provisions of Clauses (1), (2), (3) and (4) below shaft apply only to Global Securities: 

(1) Each Global Security authenticated under this Indenture shall be registered in the name ofthe Depositary designated for such 
Global Securfty or a nominee thereof and delivered to such Depositary or a nominee thereof or custodian therefor, and each such 
Global Security shall constitute a single Security for all purposes of this Indenture. 

(2) Notwithstanding any other provision in this Indenture, no Global Security may be exchanged in whole or in part for 
Securities registered, and no ttansfer of a Global Security in whole or in part may be registered, in the name of any Person otiier 
than the Depositary for such Global Security or a nominee thereof unless (A) such Depositary has notified the Corporation that ft is 
unwilling or unable to continue as Depositary for such Global Security and a successor Depositary has not been ^pointed by the 
Corporation within 90 days of receipt by the Corporation of such notification, (B) at any time tiie Depositary ceases to be a clearing 
agency registered under the Exchange Act at a time when the Depositary is required to be so registered to act as such Depositary 
and no successor Depositary shall have been appointed by the Corporation witiiin 90 days after ft became aware of such cessation, 
or (C) there shall exist such circumstances, ifany, in addftion to or in lieu ofthe foregoing as have been specified for this purpose 
as contemplated by Section 301. Notwithstanding the foregoing, the Corporation may at any time in its sole discretion and subject 
to the procedures ofthe Deposftary determine that Securities issued in the form of a Global Security shall no longer be represented 
in whole or in part by such Global Security, and tiie Trustee, upon receipt of a Company Order therefor, shall authenticate and 
deliver definftive Securities in exchange in whole or in part for such Global Security. 

(3) Subject to Clause (2) above, any exchange or ttansfer of a Global Security for other Securities may be made in whole or in 
part, and all Securities issued in exchange for or upon ttansfer of a Global Security or any portion thereof shall be registered in such 
names as the Depositary for such Global Security shall direct. 

(4) Every Security authenticated and delivered upon regisfration of transfer of, or in exchange for or in lieu of̂  a Global Security 
or any portion thereof, whether pursuant to this Section, Section 304, 306,906 or 1106 or otherwise, shall be authenticated and 
delivered in the form of, and shall be, a Global Security, unless such Security is registered in the name of a Person other than the 
Depositary for such Global Security or a nominee thereof 

Section 306. Mutilated, Destroyed, Lost and Stolen Securities 

If any mutilated Security is surtendered to the Tmstee, the Corporation shall execute and the Trustee shall authenticate and deliver 
in exchange therefor a new Security ofthe s^ne series and of like tenor and princip^ amount and bearing a number not 
contemporaneously outstanding. 

If there shall be delivered to the Corporation and the Trustee (i) evidence to theft satisfaction ofthe destmction, loss or theft of any 
Security and (ii) such security or indemnity as may be required hy them to save each of them and any agent of either of them harmless, 
then, in the absence of notice to the Corporation or the Tmstee that such Security has been acquired by a bona fide purchaser, the 
Corporation shall execute and the Tmstee shall authenticate and deliver, m lieu of ^ y such destroyed, lost or stolen Security, a new 
Security ofthe same series and of like tenor and principal amount and bearing a number not contemporaneously outstanding. 

In case any such mutilated, desttoyed, lost or stolen Security has become or is about to become due and payable, the Corporation in 
its discretion may, instead of issuing a new Security, pay such Security. 
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upon the issuance of any new Security under this Section, the Corporation may require the payment of a sum sufficient to cover 
any tax or other govemmental charge that may be imposed in relation thereto and any other expenses (including the fees and expenses 
of tiie Tmstee) connected therewith. Every new Security of any series issued pursuant to this Section in lieu of any desttoyed, lost or 
stolen Security shall constitute an original additional conttactual obligation ofthe Corporation, whether or not the desttoyed, lost or 
stolen Security shall be at any time enforceable by anyone, and shall be entitled to all the benefits of this Indenture equally and 
proportionately with any and all other Securfties ofthat series duly issued hereunder. 

The provisions of this Section are exclusive and shall preclude (to the extent lawful) all other rights and remedies vatii respect to 
the replacement or payment of mutilated, desfroyed, lost or stolen Securities. 

Section 307, Payment of Interest; Interest Rights Preserved 

Except as otherwise provided as contemplated by Section 301 with respect to any series of Securities, interest on any Security 
which is payable, and is punctually paid or duly provided for, on any Interest Payment Dsde shall be paid to the Person in whose name 
that Security (or one or more Predecessor Securities) is registered at tiie close of business on the Regular Record Date for such 
interest. 

Except as otherwise provided as contemplated by Section 301 with respect to any series of Securfties, any interest on any Security 
of any series which is payable, but is not punctually paid or duly provided for, on any Interest Payment Date (herein called *'Defaulted 
Interest") shall forthwith cease to be payable to the Holder on tiie relevant Regular Record Date by vutue of having been sudi HoUkr, 
and such Defaulted Interest may be paid by the Corporation, at its election in each case, as provided in Clause (1) or (2) below: 

(1) The Corporation may elect to make payment of any Defeulted Interest to the Persons in whose names the Securities of such 
series (or their respective Predecessor Securities) are registered at the close of business on a Special Record Date for the payment of 
such Defaulted Interest, which shall be fixed in the following marmer. The Corporation shall notify the Tmstee in writing ofthe 
amounl of Defaulted Interest proposed to be paid on each Security of such series and the date ofthe proposed payment, and at the 
same time the Corporation shall deposit with the Tmstee an amount of money equal to the aggregate amoimt proposed to be paid in 
respect of such Defaulted Interest or shall make arrangements satisfactory to the Trustee for such deposit prior to the date ofthe 
proposed payment, such money when deposited to be held in tmst for the benefit ofthe Persons entitied to such Defeulted Interest 
as in this Clause provided. Thereupon the Tmstee shall fix a Special Record Date for fhe payment of such Defaulted Interest which 
shall be not more than 15 days and not less than 10 days prior to the date ofthe proposed payment and not less than 10 days after 
the receipt by the Tmstee of the notice of the proposed payment. The Trustee slmll promptly notify tiie Corporation of such Special 
Record Date and, in the name and at the expense ofthe Corporation, shall cause notice ofthe proposed payment of such Defaulted 
Interest and the Special Record Date therefor to be given to each Holder of Securities of such series in tiie manner set forth in 
Section 106, not less than 10 days prior to such Special Record Date. Notice ofthe proposed payment of such Defaulted Interest 
and the Special Record Date therefor having been so mailed, such Defaulted Interest shall be paid to the Persons in whose names 
the Securities of such series (or their respective Predecessor Securities) are registered at the close of business on such Special 
Record Date and shall no longer be payable pursuant to the following Clause (2). 

(2) The Corporation may make payment of any Defaulted Interest on the Securities of any series in any other lawful manner not 
inconsistent with the requirements of any securities exchange, ifany, on which such Securities may be listed, and upon such notice 
as may be required by such exchange, if, after notice given by the Corporation to the Trustee ofthe proposed payment pursuant to 
this Clause, such manner of payment shall be deemed practicable by the Trustee. 

Subject to the foregoing provisions of tiiis Section, each Security delivered under this Indenture upon registration of ttansfer of or 
in exchange for or in lieu of any other Security shall carry the rights to interest accrued and unpaid, and to accme, which were carried 
by such other Security. 
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Section 308. Persons Deemed Owners 

Prior to due presenttnent of a Security for registtation of transfer, the Corporation, the Tmstee and any agent ofthe Corporation or 
the Trustee may treat the Person in whose name such Security is registered as the owner of such Security for the purpose of receiving 
payment of principal of and any premium and (subject to Section 307) any interest on such Security and for aU other purposes 
whatsoever, whether or not such Security be overdue, and neither the Corporation, the Tmstee nor any agent ofthe Corporation or the 
Trustee shall be affected by notice to the contrary. 

Section 309. Cancellation. 

All Securfties surtendered for payment, redemption, registration of transfer or exchange or for credft against any sinking fimd 
payment shall, if surrendered to any Person other than the Tmstee, be delivered to the Tmstee and shall be promptly cancelled by it 
The Corporation may at any time deliver to the Tmstee for cancellation any Securities previously authenticated and delivered 
hereunder which the Corporation may have acquired in any manner whatsoever, and may deliver to the Tmstee (or to any other Person 
for delivery to the Trustee) for cancellation any Securities previously authenticated hereunder which the Corporation has not issued 
and sold, and all Securities so delivered shaU be promptly cancelled by the Tmstee. No Securities shall be authenticated in lieu of or in 
exchange for any Securities cancelled as provided in this Section, except as expressly permitted by this Indenture. All cancelled 
Securities held by the Trustee shall be disposed of as directed by a Company Order; provided, however, that the Trustee sh^l not be 
require to destroy such cancelled Securities. 

Section 310. Computation of Interest 

Except as otherwise specified as contemplated by Section 301 for Securities of any series, interest on the Securities ofeach series 
shall be computed on the basis of a 360-day year of twelve 30-day months. 

Section 311. Ci/SIP Numbers 

The Corporation in issuing the Securities may use "CUSIP" numbers (if then generally in use), and, if so, the Trustee shall use 
"CUSIp" numbers in notices of redemption as a convenience to Holders; provided that any such notice may state that no 
representation is made as to the correctness of such numbers either as printed on the Securities or as contained in any notice of a 
redemption Mid that reliance may be placed only on the other identification numbers printed on the Securfties, and £my such 
redemption shall not be affected by any defect in or omission of such numbers. 

ARTICLE FOUR 

Satisfaction and Discharge 

Section 401. Satisfaction and Discbarge of Indenture 

This Indenture shall upon Company Request cease to be of further effect (except as to any surviving rights of registtation of 
ttansfi^r or exchange of Securfties herein expressly provided for), and the Trustee, at the expense ofthe Corporation, shall execute 
proper instruments acknowledging satisfection and discharge of this Indenture, when 

(1) either 

(A) al! Securities theretofore authenticated and delivered (other than (i) Securities which have been desttoyed, lost or stolen 
and which have been replaced or paid as provided in Section 306 and (ii) Securities for whose payment money has theretofore 
been deposited in trust or segregated and held in tmst by the Corporation and thereafter repaid to the Corporation or discharged 
from such tmst, as provided in Section 1003) have been delivered to the Tmstee for cancellation; or 
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(B) all such Securities not theretofore delivered to the Trustee for cancellation 

(i) have become due and payable, or 

(ii) will become due and payable at their Stated Maturity within one year, or 

(iii) are to be called for redemption within one year under artangements satisfactory to the Trustee for the giving of notice 
of redemption by the Tmstee in the name, and at the expense, ofthe Corporation, 

and the Corporation, in the case of (i), (ii) or (iii) above, has deposited or caused to be deposfted with the Tmstee as trust fiinds in 
tmst for the purpose (I) money in an amount, (II) Government Obligations (as defined in Section 1304) which through the 
scheduled payment of principal and interest in respect thereof in accordance wfth their terms will provide, not later than the due 
date of any payment, money in an amount, or (III) a combination thereof, sufficient, in the case of (II) or (III), in tiie opinion of a 
nationally recognized firm of independent public accountants expressed in a written certification thereof delivered to the Tmstee, 
to pay and discharge, and which shall be applied by the Trustee to pay and discharge, the entire indebtedness on such Securities 
not theretofore delivered to the Tmstee for cancell^ion, for principal and any premium and interest to the date of such deposit (in 
the case of Securities which have become due and payable) or to the Stated Maturity or Redemption Date, as the case may be; 

(2) the Corporation has paid or caused to be paid all other sums payable hereunder by the Corporation; and 

(3) the Corporation has delivered to the Tmstee an Officers' Certificate and an Opinion of Counsel, each statmg that all 
conditions precedent herein provided for relating to the satisfet^on and discharge of this Indenture have been complied with. 

Notwithstanding the satisfaction and discharge of this Indenture, the obligations ofthe Corporation to the Trustee under 
Section 607, the obligations ofthe Corporation to any Authenticating Agent under Section 614 and, if money shall have been 
deposited with the Tmstee pursuant to subclause (B) of Clause (1) of this Section, the obligations ofthe Trustee under Section 402 and 
the last paragraph of Section 1003 shall survive. 

Section 402. Application of Trust Money 

Subject to the provisions ofthe last paragraph of Section 1003, all money deposited with the Trustee pursuant to Section 401 shall 
be held in tmst and applied by it, in accordance with the provisions ofthe Securities and this Indenture, to the payment, either directly 
or through any Paying Agent (including the Corporation acting as its own Paying Agent) as the Trustee may determme, to the Persons 
entitled thereto, ofthe principal and any premium and interest for whose payment such money has been deposited with the Trustee. 
Moneys held pursuant to this Section for the benefit ofthe Holders of Subordinated Securities shall not be subject to tiie subordination 
provisions established with respect to such Securities pursuant to Section 301(20). 

The Corporation shall pay and indemnify the Trustee against any tax, fee or other charge imposed on or assessed against the 
Govemment Obligations deposfted pursuant to Section 401 or the principal and interest received in respect thereof other than any such 
tax, fee or other charge which by law is for the account of tiie Holders of Outstanding Securfties. 

Anything in this Article to tiie contrary notwithstandmg, the Trustee shall deliver or pay to the Coiporation from time to time upon 
Company Request any money or Govemment Obligations held by it as provided in Section 401 which, in the opmion of a nationally 
recognized firm of independent public accountants expressed in a written certification thereof delivered to the Tmstee (in case 
Government Obligations are held by the Tmstee as provided in Section 401), are in excess ofthe amount thereof which would then be 
required to be deposited to effect the 

22 

Source: Duke Energy Holding , 8-K, June 16, 2008 



satisfaction and discharge of this Indenture. 

ARTICLE FIVE 

Remedies 

Section 501, Events of DefauU 

"Event of DefauU," wherever used herein with respect to Securities of any series, means any one ofthe following events (whatever 
the reason for such Event of Default and whether it shall be voluntary or involuntary or be effected by operation of law or pursuant to 
any judgment, decree or order of any court or any order, mle or regulation of any administrative or govemmental body), unless it is 
inapplicable to a particular series or is specifically deleted or modified in the Board Resolution (or action taken pursuant thereto). 
Officers' Certificate or supplemental indenture under which such series of Securities is issued or has been deleted or modified in an 
indenture supplemental hereto: 

(1) defauU in the payment of any interest upon any Security ofthat series when it becomes due and payable, and continuance of 
such default for a period of 60 days; provided, however, that if the Corporation is permitted by tiie terms ofthe Securities of such 
series to defer the payment in question, the date on which such payment is due and payable shall be the date on which the 
Corporation is required to make payment following such deferral, if such deferral has been elected pursuant to tiie terms ofthe 
Securities; or 

(2) default in the payment ofthe principal of or any premium on any Security ofthat series at its Maturity; or 

(3) default in the making of any sinking fund payment, when and as due by the terms of a Security ofthat series, and 
continuance of such default for a period of 60 days; or 

(4) defauU in the performance, or breach, of any covenant ofthe Corporation in this Indenture (other than a covenant a default in 
whose performance or whose breach is elsewhere in this Section specifically deaU with or which has expressly been included in this 
Indenture solely for the benefit of series of Securities other than that series), and continuance of such defauU or breach for a period 
of 90 days after there has been given, by registered or certified mail, to the Corporation by the Tmstee or to the Corporation and the 
Tmstee by the Holders of at least 33% in principal amount ofthe Outstanding Securities ofthat series a written notice specifying 
such default or breach and requiring it to be remedied and stating that such notice is a "Notice of Default" hereunder, unless the 
Trustee, or the Trustee and the Holders of a principal amount of Securities of such series not less than the principal amount of 
Securities the Holders of which gave such notice, as the case may be, shall agree in writing to an extension of such period prior to 
fts expiration; provided, however, tiiat the Tmstee, or the Tmstee and the Holders of such principal amount of Securities of such 
series, as the case may be, shall be deemed to have agreed to an extension of such period if cortective action is initiated by the 
Corporation within such period and is being diligently pursued; or 

(5) the entry by a court having jurisdiction in the premises of (A) a decree or order for relief in respect ofthe Corporation in an 
involuntary case or proceeding under any applicable federal or state bankmptcy, insolvency, reorganization or other similar law or 
(B) a decree or order adjudging the Corporation a bankmpt or insolvent, or approving as properly filed a petftion seeking 
reorganization, arrangement, adjustment or composition of or in respect ofthe Corporation under any applicable federal or state 
law, or appointing a custodian, receiver, liquidator, assignee, trustee, sequesttator or other similar official ofthe Corporation or of 
any substantial part of its property, or ordering the winding-up or liquidation of its affairs, and the continuance of any such decree 
or order for relief or an>' such other decree or order unstayed and in effect for a period of 90 consecutive days; or 

(6) the commencement by the Corporation of a voluntary case or proceeding under any applicable 
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federal or state bankmptcy, insolvency, reorganization or other similar law or of any other case or proceedmg to be adjudicated a 
bankrupt or insolvent, or the consent by it to the entry of a decree or order for relief in respect ofthe Corporation in an involuntary 
case or proceeding under any applicable federal or state bankruptcy, insolvency, reorganization or other similar law or to the 
commencement of any bankmptcy or insolvency case or proceeding against it, or the filing hy it of a petition or answer or consent 
seeking reorganization or relief under any applicable federal or state law, or the consent by it to the filing of such petition or fo the 
appointment of or taking possession by a custodian, receiver, liquidator, assignee, tmstee, sequesttator or other sunilar official of 
the Corporation or of any substantial part of its property, or the making by ft of an assignment for the benefit of creditors, or the 
admission by it in writing of its inability to pay its debts generally as they become due, or the authorization of any such action by 
the Board of Directors; or 

(7) any other Event of Default provided with respect to Securities ofthat series. 

Section 502. Acceleration of Maturity; Rescission and Annulment 

If an Event of Default with respect to Securities of any series at the time Outstanding occurs and is continuing, then in every such 
case the Tmstee or the Holders of not less than 33% in principal amount ofthe Outstanding Securities ofthat series may declare the 
principal amount of all the Securities ofthat series (or, ifany Securities ofthat series are Original Issi^ Discount Securities, such 
portion ofthe principal amount of such Securities as may be specified by the terms thereof) to be due and pay^le immediately, by a 
notice in writing to tiie Corporation (and to the Tmstee if given by Holders), and upon any such declaration such principal amount (or 
specified amount) shall become immediately due and payable. 

At any time after such a declaration of acceleration wfth respect to Securities of any series has been made and before ajud^ent or 
decree for payment ofthe money due has been obtained by the Trustee as hereinafter in this Article provided, the Event of Default 
giving rise to such declaration of acceleration shall, without furtiier act, be deemed to have been waived, and such declaration and its 
consequences shall, without fiirther act, be deemed to have been rescinded and annulled, if 

(1) the Corporation has paid or deposited with the Trustee a sum sufficient to pay 

(A) all overdue interest on all Securfties ofthat series, 

(B) the principal of (and premium, ifany, on) any Securities ofthat series which have become due otherwise than by such 
declaration of acceleration and any interest thereon at the rate or rates prescribed therefor in such Securities, 

(C) to the extent that payment of such interest is lawfiil, interest upon overdue interest at the rate or rates prescribed therefor 
in such Securfties, and 

(D) all sums paid or advanced by the Trustee hereunder and the reasonable compensation, expenses, ̂ sbursements and 
advances ofthe Trustee, its agents and counsel; 

and 

(2) all Events of Default with respect to Securities ofthat series, otiier than the non-payment ofthe principal of Securities ofthat 
series which has become due solely by such declaration of acceleration, have been cured or waived as provided in Section 513. 

No such rescission shall affect any subsequent default or impair any right consequent thereon. 

Section 503. Collection of Indebtedness and Suits for Enforcement by IVustee 

The Corporation covenants that if 
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(1) default is made in the payment of any interest on any Security when such interest becomes due and payable and such defauft 
continues for a period of 60 days, or 

(2) default is made in tiie payment of tiie principal of (or premium, ifany, on) any Security at the Maturity tiiereof, 

the Corporation will, upon demand ofthe Tmstee, pay to it, for the benefit ofthe Holders of such Securities, the whole amount then 
due and payable on such Securities for principal and any premium and interest and, to the extent that payment of such interest shall be 
legally enforceable, interest on any overdue principal and premium and on any overdue interest, at the rate or rates prescribed tiierefor 
in such Securities, and, in addition thereto, such fiirther amount as shall be sufficient to cover tiie costs and expenses of collection, 
including the reasonable compensation, expenses, disbursements and advances ofthe Trustee, its ^ents and counsel. 

If an Event of Default with respect to Securfties of any series occurs and is continuing, the Trustee may in its discretion proceed to 
protect and enforce its rights and the rights ofthe Holders of Securities of such series by such appropriate judicial proceedings as the 
Trustee shall deem most effectual to protect and enforce any such rights, whether for tiie specific enforcement of any covenant or 
agreement in this Indenture or in aid ofthe exercise of any power granted herein, or to enforce any other proper remedy. 

Section 504, Trustee May File Proofs of Claim 

In case of any judicial proceeding relative to the Corporation (or any other obligor upon the Securities), its property or fts creditors, 
the Tmstee shall be entitled and empowered, by intervention in such proceedii^ or otherwise, to take any and all actions authorized 
under the Tmst Indenture Act in order to have clauns ofthe Holders and the Trustee allowed in any sudi proceeding. In particular, the 
Trustee shall be authorized to collect and receive any moneys or other property payable or deliverable on any such claims and to 
distribute the same; and any custodian, receiver, assignee, ttustee, liquidator, sequestrator or other similar official in any such judicial 
proceeding is hereby authorized by each Holder to make such payments to the Tmstee and, in the event that the Trustee shall consent 
to the making of such payments directly to the Holders, to pay to the Trustee any amount due it for the reasonable compensation, 
expenses, disbursements and advances ofthe Trustee, its agents and counsel, and any other amounts due the Trustee wider 
Section 607. 

No provision of this Indenture shall be deemed to authorize the Tmstee to authorize or consent to or accept or adopt on behalfof 
any Holder any plan of reorganization, arrangement, adjustment or composition affecting the Securities or the rights of any Holder 
thereof or to authorize the Tmstee to vote in respect ofthe claim of any Holder in any such proceeding; provided, however, that the 
Tmstee may, on behalf of the Holders, vote for the election of a tmstee in bankmptcy or similar official and he a member of a 
creditors' or other similar committee. 

Section 505. Trustee May Enforce Claims Without Possession of Securities 

All rights of action and claims under this Indenture or the Securities may be prosecuted and enforced by the Tmstee without the 
possession of any ofthe Securhies or the production thereof in any proceedii^ relating thereto, and any such proceedmg instituted by 
the Tmstee shall be brought in its own name as tmstee of an express tmst, and any recovery of judgment shall, after provision for the 
payment ofthe reasonable compensation, expenses, disbursements and advances ofthe Trustee, fts agents and counsel, be for the 
ratable benefit ofthe Holders ofthe Securities in respect of which such judgment has been recovered. 

Section 506. Application of Money Collected 

Any money collected by the Tmstee pursuant to this Article shall be applied in the following order, at the date or dates fixed by the 
Trustee and, in case ofthe distribution of such money on account of principal or any premium or interest, upon presentation ofthe 
Securities and the notation thereon ofthe payment if only partially paid and upon surrender thereof if fully paid: 

First: To the payment of all amounts due the Tmstee und^ Section 607; 
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Second: Subject to the subordination terms established pursuant to Section 301(20), if applicable, to the payment ofthe amounts 
then due and unpaid for principal of and any premium and interest on the Securities in respect of which or for the benefit of which 
such money has been collected, ratably, without preference or priority of any kind, according to the amounts due and payable on 
such Securities for principal and any premium and interest, respectively; and 

Third: To the payment ofthe balance, ifany, to the Corporation or any other Person or Persons legally entitled thereto. 

Section 507. Limitation on Suits 

No Holder of any Security of any series shall have any right to institute any proceeding, judicial or otherwise, with respect to this 
Indenture, or for the appointment of a receiver or trustee, or for any other remedy hereunder, unless 

(1) such Holder has previously given written notice to the Trustee of a continuing Event of DefauU wfth respect to the Securities 
of that series; 

(2) the Holders of not less than a majority in principal amount ofthe Outstanding Securities ofthat series shaft have made 
written request to the Trustee to institute proceedings in respect of such Event of Default in its own name as Tmstee hereunder; 

(3) such Holder or Holders have offered to the Tmstee reasonable indemnity against the costs, expenses and liabilfties to be 
incurred in compliance with such request; 

(4) the Trustee for 60 days after its receipt of such notice, request and offer of indemnity has foiled to institute any such 
proceeding; and 

(5) no direction inconsistent with such written request has been given to the Trustee during such 60-day period by tiie Holders of 
a majority in principal amount ofthe Outstanding Securfties ofthat series; 

it being understood and intended that no one or more of such Holders shall have any right in any marmer whatever by virtue of, or by 
availing of, any provision of this Indenture to affect, disturb or prejudice the rights of any other of such Holders, or to obtain or to seek 
to obtain priority or preference over any other of such Holders or to enforce any right under this Indenture, except in the marmer 
herein provided and for the equal and ratable benefit of all of such Holders. 

Section 508. Unconditional Right of Holders to Receive Principal, Premium and Interest. 

Notwithstanding any other provision in tiiis Indenture, the Holder of any Security shall have the right, which is absolute and 
unconditional, to receive payment ofthe principal of and any premium and (subject to Section 307) interest on such Security on the 
respective Stated Maturities expressed in such Security (or, in the case of redemption, on the Redemption Date) and to institute suit for 
the enforcement of any such payment, and such rights shall not be impaired without tiie consent of such Holder. 

Section 509. Restoration of Rights and Remedies 

If the Tmstee or any Holder has instituted any proceeding to enforce any right or remedy under fhis Indenture and such proceeding 
has been discontinued or abandoned for any reason, or has been determined adversely to the Trustee or to such Holder, th^ and in 
every such case, subject to any determination in such proceeding, tiie Corporation, the Tmstee and the Holders shall be restored 
severally and respectively to their former positions hereunder and thereafter all rights and remedies ofthe Trustee and the Holders 
shall continue as though no such proceeding had been instituted. 
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Section SIO. Rights and Remedies Cumulative 

Except as otherwise provided with respect to the replacement or payment of mutilated, desttoyed, lost or stolen Securities in the 
last paragraph of Section 306, no right or remedy herein conferred upon or reserved (o the Tmstee or to the Holders is intended to be 
exclusive of any other right or remedy, and every right and remedy shall, to the extent permitted by law, be cumulative and in addition 
to every other right and remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion or 
employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent assertion or employment of any otiier 
appropriate right or remedy. 

Section 511. Delay or Omission Not Waiver 

No delay or omission ofthe Trustee or of any Holder of any Securities to exercise any right or remedy accming upon any Event of 
Default shall impair any such right or remedy or constitute a waiver of any such Event of Defauft or an acquiescence therein. 

Every right and remedy given by this Article or by law to tiie Trustee or to the Holders may be exercised from time to time, and as 
often as may be deemed expedient, by the Tmstee or by the Holders, as the case may be. 

Section 312. Control by Holders. 

The Holders of a majority in principal amount ofthe Outstandmg Securities of any series shall have the right to direct tiie tune, 
method and place of conducting any proceeding for any remedy available to the Trustee, or exercising any trust or power conferred on 
the Tmstee, with respect to the Securities of such series; provided that 

(1) such direction shall not be in conflict with any mle of law or with this Indenture, 

(2) the Trustee may take any other action deemed proper by the Trustee which is not inconsistent wfth such direction, and 

(3) subject to the provisions of Section 601, the Tmstee shall have the right to decline to follow any such direction if tiie Tmstee 
in good faith shall, by a Responsible Officer or Officers ofthe Tmstee, determine that the proceeding so directed would involve the 
Trustee in personal liability. 

Section 513. Waiver of Past Defaults 

The Holders of not less than a majority in principal amount ofthe Outstanding Securities of all series with respect to which any 
default under the Indenmre shall have occurted and be continuing (voting as one class) may, on behdf of tiie Holders of all Securities 
of all such series, waive such past default under tiie Indenture and its consequences, except a default 

(1) in the payment ofthe principal of or any premium or interest on any Security of such series, or 

(2) in respect of a covenant or provision hereof which under Article Nine cannot be modified or amended without the consent of 
the Holder ofeach Outstanding Security ofthe series affected. 

Upon any such waiver, such default shall cease to exist and be deemed not to have occuned, and any Event of Default arising 
therefrom shall be deemed to have been cured and not to have occurted, for every purpose of this Indenture; but no such waiver shall 
extend to any subsequent or other defauU or impair any right consequent thereon. 

Section 514. Undertaking for Costs 

In any suit for the enforcement of any right or remedy under this Indenture, or in any suit against the Trustee for any action taken, 
suffered or omitted by it as Trustee, a court may require any party litigant in such suit to file an undertaking to pay the costs of such 
suit, and may assess costs against any such party litigant, in tiie 
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manner and to the extent provided in the Tmst Indenture Act; provided thai neitiier tills Section nor the Trust Indenture Act shall be 
deemed to authorize any court to require such an undertaking or to make such an assessment in any suft instituted by the Corporation 
or the Tmstee. 

Section 515, Waiver of Stay or Extension Laws 

The Corporation covenants (to the extent that it may lawfiilly do so) that it will not at any time insist upon, or plead, or in any 
manner whatsoever claim or take the benefit or advantage of, any stay or extension law wherever enacted, now or at any time hereafter 
in force, which may affect the covenants or the performance of this Indenture; and the Corporation (to the extent that it may lawfully 
do so) hereby expressly waives all benefit or advantage of any such law and covraiants that it will not hinder, delay or impede the 
execution of any power herein granted to the Trustee, but vrill suffer and permit the execution of every such power as though no such 
law had been enacted. 

ARTICLE SIX 

The IVustee 

Section 601. Certain Duties and Responsibilities 

The duties and responsibilities ofthe Tmstee shall be as provided by the Trust Indenture Act. Notwithstanding the foregoing, no 
provision of this indenture shall require the Trustee to expend orrisk its own funds or otherwise incur any fmancial liability in the 
performance of any of its duties hereunder, or in the exercise of any of its rights or powers, if it shall have reasondile grounds for 
believing that repayment of such fiinds or adequate indemnity against such risk or liability is not reasonably assured to it. Whether or 
not therein expressly so provided, every provision of this Indenture relating to the conduct or affecting the liability of or affording 
protection to the Trustee shall be subject to the provisions of this Section. 

Section 602. Notice of Defaults 

If a default occurs hereunder with respect to Securities of any series, the Tmstee shall give the Holders of Securities of ̂ ich series 
notice of such default as and to the extent provided by the Tmst Indenmre Act; provided, however, that in the case of any defeult of 
the character specified in Section 501(4) witii respect to Securities of such series, no such notice to Holders shall be given until at least 
30 days after the occurtence thereof For the purpose of this Section, the term "defauU" means any event which is, or after notice or 
lapse of time or both would become, an Event of Default with respect to Securities of such series. 

Section 603. Certain Rights of Trustee 

Subject to the provisions of Section 601: 

(1) the Tmstee may rely and shall be protected in acting or refi-aining from acting upon any resolution, certificate, statement, 
instmment, opinion, report, notice, request, direction, consent, order, bond, debenture, note, other evidence of indebtedness or other 
paper or document believed by it to be genuine and to have been signed or presented by the proper party or parties; 

(2) any request or direction ofthe Corporation mentioned herein shall be sufficiently evidenced by a Company Request or 
Company Order or as otherwise expressly provided herein, and any resolution ofthe Board of Directors shall be sufficientiy 
evidenced by a Board Resolution; 

(3) whenever in the administration of this Indenture tiie Tmstee shall deem ft desirable that a matter be proved or established 
prior to taking, suffering or omitting any action hereunder, the Tmstee (unless other evidence be herein specifically prescribed) 
may, in the absence of bad faith on its part, rely upon an Officers' Certificate; 
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(4) the Trustee may consult with counsel ofitsselecticm and the advice ofsuch counsel or any Opinion of Counsel shall be fuH 
and complete authorization and protection in respect of any action taken, suffered or omitted by it hereunder in good faith and in 
reliance thereon; 

(5) the Tmstee shall be under no obligation to exercise any ofthe rights or powers vested in it by this Indenture at the request or 
direction of any ofthe Holders pursuant to this Indenture, unless such Holders shall have offered to the Tmstee reasonable security 
or indemnity against the costs, expenses and liabilities which might be incurred by ft in compliance with such request or direction; 

(6) the Trustee shall not be bound to make any investigation into the facts or matters stated in any resolution, certificate, 
statement, instmment, opinion, report, notice, request, direction, consent, order, bond, debenture, note, other evidence of 
indebtedness or other paper or document, but the Trustee, in its discretion, may make such further inquiry or investigation into such 
facts or matters as it may see fit, and, if the Tmstee shall determine to make ̂ ch further inquiry or uivestigation, ft shall be entitled, 
at reasonable times previously notified to the Corporation, to examine the relevant books, records and premises ofthe Corporation, 
personally or by agent or attomey; 

(7) the Tmstee may execute any ofthe trusts or powers hereunder or perform any duties hereunder either directiy or by or 
through agents or attorneys and the Trustee shall not be responsible for any misconduct or negligence on the part of any agent or 
attorney appointed with due care by it hereunder; 

(8) in no event shall the Trustee be liable for special, indirect or consequential loss or dam^e of any kind whatsoever (including 
but not limited to lost profits), even if the Trustee has been advised ofthe likelihood ofsuch loss or damage and regardless ofthe 
form of action; and 

(9) in no event shall the Tmstee be responsible or liable for any failure or delay in the performance of its obligations under this 
indenture arising out of or caused by, directly or indirectly, forces beyond its reasonable conttol, including without limitation 
sttikes, work stoppages, accidents, acts of war or tertorism, civil or military disturbances, nuclear or natural catastrophes or acts of 
God, and interruptions, loss or malfunctions of utilities, communications or computer (software or hardware) services. 

Section 604. Not Responsible for Recitals or Issuance of Securities 

The recitals contained herein and in the Securities, except tiie Trustee's certificates of authentication, shall be taken as the 
statements of the Corporation, and neither the Trustee nor any Authenticatmg Agent assumes any responsibilify for their cortectness. 
The Tmstee makes no representations as to the validity or sufficiency of this Indenture or ofthe Securities. Neither the Trustee nor 
any Authenticating Agent shall be accountable for the use or application by the Corporation of Securities or the proceeds thereof 

Section 605. May Hold Securities. 

The Tmstee, any Authenticating Agent, any Paying Agent, any Security Registtar or any other agent ofthe Corporation, in its 
individual or any other capacity, may become the owner or pledgee of Securities and, subject to Sections 608 and 613, may otherwise 
deal with the Corporation with the same rights it would have if it were not Tmstee, Authenticating Agent, Paymg Agent, Security 
Registtar or such other agent. 

Section 606. Money Held in Trust 

Money held by the Trustee in trust hereunder need not be segregated from otiier funds except to the extent required by law. The 
Trustee shall be under no liability for interest on any money received by ft hereunder except as otherwise a^eed in writing with the 
Corporation, 

Section 607. Compensation and Reimbursement 

The Corporation agrees 
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(1) to pay to the Tmstee from time to time such compensation as sh^l be agreed to in writing between the Corporation and the 
Trustee for all services rendered by ft hereunder (which compensation shall not be Hmited by any provision of law in regwd to the 
compensation of a ttustee of an express trust); 

(2) except as otherwise expressly provided herein, to reimburse the Trustee upon its request for all reasonable expenses, 
disbursements and advances incurred or made by the Trustee in accordance with any provision of this Indenture (including the 
reasonable compensation and the expenses and disbursements of its Events and counsel), except any such expense, disbursement 
or advance as may be attributable to fts negligence, willful misconduct or bad faith; and 

(3) to indemnify the Trustee for, and to hold it harmless against, any loss, liability or expense incurred wthout negligence, 
willftil misconduct or bad faith on its part, arising out of or in connection with the acceptance or admmisttation ofthe trust or 
ttusts hereunder, including the costs and expenses of defending itself against any claim or liabilfty in connection with the exercise 
or performance of any of its powers or duties hereunder. 

The Trustee shall have a lien prior to the Securities upon all property and funds held by it hereunder for any amount owing it or any 
predecessor Trustee pursuant to this Section 607, except wfth respect to fiinds held in trust for the benefit ofthe Holders of particulM" 
Securities. 

Without limiting any rights available to tiie Trustee under applicable law, when the Tmstee incurs expenses or renders services in 
connection with an Event of DefauU specified in Section 501(5) or Section 501(6), tiie expenses (mcluding tiie reasonable charges and 
expenses of its counsel) and the compensation for tiie services are intended to constimte expenses of admmistration under any 
applicable federal or state bankruptcy, insolvency or other similar law. 

The provisions of this Section shall survive the termination of tiiis Indenture. 

Section 608. Conflicting Interests 

if the Trustee has or shall acquire a conflicting interest within the meaning ofthe Trust Indenture Act, the Trustee shall either 
eliminate such interest or resign, to the extent and in the manner provided by, and subject to the provisions of, the Trust Indenture Act 
and this Indenture. To the extent permitted by such Act, the Tmstee shall not be deemed to have a conflicting interest by virtue of 
being a tmstee under this Indenture with respea to Securities of more than one series. 

Section 609. Corporate Trustee Required; Eligibility 

There shall at all times be a Tmstee hereunder witii respect tt) tiie Securities ofeach series, which may be Trustee hereunder for 
Securities of one or more other series. Each Tmstee shall be a Person that is eligible pursuant to tiie Tmst Indenture Act to act as such 
and has a combined capital and surplus of at least $50,000,000. Ifany such Person publishes reports of condition at least annually, 
pursuant to law or to the requirements of its supervising or examining authority, then for the purposes of tiiis Section and to the extent 
permitted by the Tmst Indenture Act, the combined capital and surplus ofsuch Person shall be deemed to be its combined capital and 
surplus as set forth in its most recent report of condition so published. If at any time the Tmstee with respect to the Securities of any 
series shall cease to be eligible in accordance with the provisions of this Section, ft shall resign immediately in the manner and with 
the effect hereinafter specified in tiiis Article. 

Section 610. Resignation and Removal; Appointment of Successor 

No resignation or removal ofthe Trustee and no appointment of a successor Tmstee pursuant to this Article shall become effective 
until the acceptance of appointment by the successor Trustee in accordance with the applicable requirements of Section 611. 

The Trustee may resign at any time with respect to the Securities of one or more series by giving written notice thereof to the 
Corporation. If the instmment of acceptance by a successor Trustee required by Section 611 
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shall not have been delivered to the Tmstee within 30 days after the giving of such notice of resignation, the resigning Trustee may 
petition any court of competent jurisdiction for the appointment of a successor Trustee with respect to the Securities ofsuch series. 

The Tmstee may be removed at any time with respect to the Securities of any series by Act ofthe Holders of a majority in principal 
amount of the Outstanding Securities of such series, delivered to the Trustee and to the Corporation. 

Ifat any time: 

(1) the Trustee shall fail to comply with Section 608 after written request therefor by tite Corporation or by any Holder who has 
been a bona fide Holder of a Security for at least six months, or 

(2) the Tmstee shall cease to be eligible under Section 609 and shall fail to resign after written request therefor by die 
Corporation or by any such Holder, or 

(3) the Trustee shall become incapable of acting or shall be adjudged a bankmpt or insolvent or a receiver ofthe Trustee or of its 
property shall be appointed or any public officer shall take charge or conttol ofthe Trustee or of its property or affairs for the 
purpose of rehabilitation, conservation or liquidation, 

then, in any such case, (A) the Corporation by a Board Resolution may remove the Tmstee with respect to all Securities, or (B) sul^ect 
to Section 514, any Holder who has been a bona fide Holder of a Security for at least six months may, on behalf of Imnself and all 
others similariy situated, petition any court of competent jurisdiction for the removal ofthe Trustee with respect to all Secia-ities and 
the appointment of a successor Tmstee or Tmstees. 

If the Tmstee shall resign, be removed or become incapable of acting, or if a vacancy shall occur in the office of Tmstee for any 
cause, with respect to the Securities of one or more series, the Corporation, by a Board Resolution, shall promptly ^point a successor 
Tmstee or Trustees with respect to the Securities ofthat or those series (it being understood that any such successor Tmstee may be 
appointed with respect to the Securfties of one or more or all ofsuch series and that at any time there shall be only one Trustee with 
respect to the Securities of any particular series) and shall comply with the applicable requirements of Section 611. If, withm one year 
after such resignation, removal or incapability, or the occurrence ofsuch vacancy, a successor Trustee with respect to the Securities of 
any series shall be appointed by Act ofthe Holders of a majority in principal amount ofthe Outstanding Securities ofsuch series 
delivered to the Corporation sa\d the retiring Tmstee, the successor Tmstee so appointed shall, forthwith upon its acceptance ofsuch 
appointment in accordance with the applicable requirements of Section 611, become the successor Tmstee with respect to the 
Securities ofsuch series and to that extent supersede the successor Trustee appointed by the Corporation. If no successor Trustee with 
respect to the Securities of any series shall have been so appointed by the Corporation or the Holders and accepted appointment in the 
manner required by Section 611, any Holder who has been a bona fide Holder of a Security ofsuch series for at least six months may, 
on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the appointment of a successor 
Tmstee with respect to the Securities ofsuch series. 

The Corporation shall give notice ofeach resignation and each removal ofthe Tmstee with respect to the Securfties of any series 
and each appointment of a successor Tmstee with respect to the Securities of any series to all Holders of Securities of such series in 
the manner provided in Section 106. Each notice shall include the name ofthe successor Tmstee with respect to the Securities ofsuch 
series and the address of its Corporate Tmst Office. 

Section 611. Acceptance of Appointment by Successor 

in case ofthe appointment hereunder of a successor Trustee with respect to all Securities, every such successor Trustee so 
appointed shall execute, acknowledge and deliver to the Corporation and to die retiring Trustee an instmment acceptmg such 
appointment, and thereupon the resignation or rwnoval ofthe retiring Tmstee shall become effective and such successor Trustee, 
without any further act, deed or conveyance, shall become vested with all the rights, powers, tmsts and duties ofthe retiring Trustee; 
but, on the request ofthe Corporation or the successor Tmstee, such retiring Trustee shall, upon payment of its charges, execute and 
deliver an instrument transferring to such successor Trustee all the rights, powers and tmsts ofthe retiring Trustee and shall duly 
assign, ttansfer and 
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deliver to such successor Trustee all property and money held by such retiring Trustee hereunder. 

In case ofthe appointment hereunder of a successor Trustee with respect to the Securfties of one or more (but not all) series, the 
Corporation, the retiring Tmstee and each successor Trustee with respect to tbe Securfties of one or more series shall execute and 
deliver an indenture supplemental hereto wherein each successor Tmstee shall accept such appomtment and which (1) shall contain 
such provisions as shall be necessary or desirable to ttansfer and confirm to, and to vest in, each successor Tmstee all the rights, 
powers, trusts and duties of the retiring Tmstee with respect to the Securities ofthat or those series to which the appointment ofsuch 
successor Trustee relates, (2) if the retiring Tmstee is not retiring with respect to all Securfties, shall contain such provisions as shall 
be deemed necessary or desirable to confirm that all the rights, powers, trusts and duties ofthe retiring Trustee with respect to the 
Securities of that or those series as to which the rethlng Tmstee is not retiring shall continue to be vested in tiie retiring Trustee, and 
(3) shall add to or change any ofthe provisions of this Indenture as shall be necessary to provide for or facilitate the administration of 
the tmsts hereunder by more than one Trustee, it being understood that nothii^ herein or in such supplemental indenture shall 
constitute such Trustees co-trustees ofthe same trust and that each such Tmstee shall be tmstee of a ttust or trusts hereunder separate 
and apart from any ttust or tmsts hereunder administered by any otiier such Trustee; and upon the execution and delivery ofsuch 
supplemental indenture the resignation or removal ofthe retiring Trustee shall become effective to the extent provided therein and 
each such successor Trustee, without any further act, deed or conveyance, shall become vested with all the ri^ts, powers, trusts and 
duties ofthe retiring Tmstee with respect to the Securities ofthat or those series to which the appomtment ofsuch successor Trustee 
relates; but, on request of the Corporation or any successor Trustee, such retiring Trustee shall duly assign, transfer and deliver to such 
successor Trustee all property and money held by such retiring Trustee hereunder with respect to the Securities ofthat or tiiose series 
to which tiie appointment ofsuch successor Trustee relates. 

Upon request of any such successor Tmstee, the Corporation shall execute any and all instruments for more fully and cert^nly 
vesting in and confirming to such successor Tmstee all such rights, powers and trusts referted to in the first or second preceding 
paragraph, as the case may be. 

No successor Trustee shall accept its appointment unless at the time ofsuch acceptance such successor Tmstee shall be qualified 
and eligible under this Article. 

Section 612. Merger, Conversion, Consolidation or Succession to Business 

Any corporation into which the Tmstee may be merged or converted or with which it may be consolidated, or any corporation 
resulting from any merger, conversion or consolidation to which the Tmstee shall be a party, or any corporation succeeding to all or 
substantially all the corporate trust business ofthe Trustee, shall be the successor ofthe Trustee hereunder, provided tiiat such 
corporation shall be otherwise qualified and eligible under this Article, without the execution or filing of any paper or any fiuther act 
on the part of any ofthe parties hereto. In case any Securities shall have been authenticated, but not delivered, by the Tmstee tiien m 
office, any successor by merger, conversion or consolidation to such authenticating Trustee may adopt such authentication and deliver 
the Securities so authenticated with the same effect as if such successor Tmstee had itself autiienticated such Securities, 

Section 613. Preferential Collection of Claims Against Corporation 

If and when the Tmstee shall be or become a creditor ofthe Corporation (or any other obligor upon the Securities), the Trustee 
shall be subject to the provisions of the Trust Indenture Act regarding the collection of claims against tiie Corporation (or any such 
other obligor). 

Section 614. Appointment of Authenticating Agent. 

The Trustee may appoint an Authenticating Agent or Agents acceptable to the Corporation wfth respect to one or more series of 
Securities which shall be authorized to act on behalf of the Trustee to authenticate Securities ofsuch series issued upon exchange, 
registration of ttansfer or partial redemption thereof or pursuant to Section 306, and Securities so authenticated shall be entftled to the 
benefits of this Indenture and shall be valid and obligatory for all purposes as if authenticated by the Trustee hereunder. Wherever 
reference is made in this Indenttire to the authentication and delivery of Securities by the Tmstee or the Trustee's certificate of 
authentication, such reference 
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shall be deemed to include authentication and delivery on behalf of die Tmstee by an Authenticating Agent and a certificate of 
authentication executed on behalf of the Tmstee by an Authenticating Agent, Each Authenticating Agent shall be acceptable to the 
Corporation and shall at all times be a corporation organized and doing business under the laws ofthe United States of America, any 
State thereof or the District of Columbia, authorized imder such laws to act as Authenticating Agent, having a combined C£q>ital and 
surplus of not less than $50,000,000 and subject to supervision or examination by federal or state authority. If such Authenticating 
Agent publishes reports of condition at least armually, pursuant to law or to the requirements of said supervising or examining 
authority, then for the purposes of this Section, the combined capital and surplus ofsuch Authenticating Agent shall be deemed to be 
its combined capital and surplus as set forth in its most recent report of condition so published- If at any time an Autiienticatftig Agent 
shall cease to be eligible in accordance with the provisions of this Section, such Authenticating Agent shall resign imme^tely in tiie 
manner and with the effect specified in this Section, 

Any corporation into which an Authenticating Agent may be merged or converted or with which it may be consolidated, or any 
corporation resulting from any merger, conversion or consolidation to which such Authenticating Agent shall be a peaty, or any 
corporation succeeding to the corporate agency or corporate tmst business of an Authenticating Agent, shall continue to be an 
Authenticating Agent, provided that such corporation shall be otherwise eligible under this Section, without the execution or filing of 
any paper or any further act on the part ofthe Trustee or the Authenticating Agent. 

An Authenticating Agent may resign at any time by giving written notice thereof to the Tmstee and to the Corporation. The Tmstee 
may at any time terminate the agency of an Authenticating Agent by gi\ang written notice thereof to such Authenticating Agent and to 
the Corporation. Upon receiving such a notice of resignation or upon such a terrain^ion, or in case at any time such Authenticating 
Agent shall cease to be eligible in accordance with the provisions of this Section, the Tmstee may appoint a successor AutbCTticating 
Agent which shall be acceptable to the Corporation and shall give notice ofsuch appointment in the marmer provided in Section 106 
to all Holders of Securities ofthe series with respect to vrfiich such Authenticating Agent wfti serve. Any successor Authentic^ng 
Agent upon acceptance of its appointment hereunder shall become vested with all the rights, powers and duties of its predecessor 
hereunder, with like effect as if originally named as an Authenticating Agent. No successor Authenticating Agent shall be appointed 
unless eligible under the provisions of this Section. 

The Corporation agrees to pay to each Authenticating Agent from time to time reasonable compensation for its services under this 
Section. 

If an appointment with respect to one or more series is made pursuant to this Section, the Securfties ofsuch series may have 
endorsed thereon, in addition to the Trustee's certificate of authentication, aa altemative certificate of authentication in the following 
form: 

This is one ofthe Securities ofthe series designated therein referred to in the within-mentioned Indenture. 

The Baltic of New York Tmst Company, N,A., as 
Tmstee 

By: 
As Authenticating Agent 

By: 
Authorized Signatory 
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ARTICLE SEVEN 

Holders' Lists and Reports by IVustee and Corporation 

Section 701. Corporation to Furnish Trustee Names and Addresses of Holders 

The Corporation will furnish or cause to be fumished to the Tmstee 

(1)15 days after each Regular Record Date, a list, in such form as the Trustee may reasonably requfte, ofthe names and 
addresses ofthe Holders of Securities ofeach series as ofsuch Regular Record Date, and 

(2) at such other times as the Tmstee may request in wrfting, within 30 days after the receipt by the Corporation of any such 
request, a list of similar form and content as of a date not more than 15 days prior to the time such list is fumished; 

excluding from any such list names and addresses received by tiie Tmstee in its capacity as Securfty Registrar. 

Section 702. Preservation of Information; Communications to Holders. 

The Tmstee shall preserve, in as curtent a form as is reasonably practicable, the names and addresses of Holders contained in the 
most recent list furnished to the Trustee as provided in Section 701 and the names and addresses of Holders received by the Trustee in 
its capacity as Security Registtar. The Trustee may desttoy any list fimriished to ft as provided in Section 701 upon receipt of a new list 
so fumished. 

The rights of Holders to communicate with other Holders with respect to their rights under this Indenture or under the Securities, 
and the cortesponding rights and privileges ofthe Trustee, shall be as provided by tiie Trust Indenture Act, 

Every Holder of Securities, by receiving and holding the same, agrees with the Corporation and the Trustee that neither the 
Corporation nor the Trustee nor any agent of either of them shall be held accountable by reason of any disclosure of information as to 
names and addresses of Holders made pursuant to the Tmst Indenture Act. 

Section 703. Reports by Trustee 

The Trustee shall transmit to Holders such reports conceming the Trustee and its actions under this Indenture as may be required 
pursuant to the Tmst Indenttire Act at the times and in the manner provided pursuant thereto. If required by Section 313(a) of the Tmst 
Indenture Act, the Trustee shall, within 60 days after each October I following the date of this Indenttire, deliver to Holders a brief 
report, dated as ofsuch October 1, which complies with the provisions ofsuch Section 313(a). 

A copy ofeach such report sh^l, at the time ofsuch transmission to Holders, be filed by the Trustee with each stock exchange 
upon which any Securities are listed, with the Commission and vrith the Corporation. The Corporation wift promptly notify the 
Trustee when any Securities are listed on any stock exchange. 

Section 704, Reports by Corporation. 

The Corporation shall file with the Tmstee and the Commission, and ttansmU to Holders, such information, documents and otiier 
reports, and such summaries thereof, as may be required pursuant to the Tmst Indenmre Act at the times and in the manner provided 
pursuant to such Act; provided that any such information, documents or reports required to be filed with the Commission pursuant to 
Section 13 or 15(d) of the Exch^ge Act shall be filed witii the Tmstee within 15 days after the same is filed with the Commission. 
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ARTICLE EIGHT 

Consolidation, Merger, Conveyance or Transfer 

Section 801. Corporation May Consolidate, Etc, on Certain Terms 

Nothing contained in this Indenture or in any ofthe Securities shall prevent any consolidation or merger ofthe Corporation with or 
into any other Person or Persons (whether or not affiliated with the Corporation), or successive consolidations or mergers in which the 
Corporation or its successor or successors shall be a party or parties, or shall prevent any conveyance or ttansfer ofthe properties and 
assets ofthe Corporation as an entirety or substantially as an entirety to any other Person (whether or not affiliated with the 
Corporation) lawfiilly entitled to acquire the same; provided, however, and the Corporation hereby covenants and agrees, that upon 
any such consolidation, merger, conveyance or ttansfer, (i) the due and punctual payment ofthe principal of and premium, ifany, and 
interest on all ofthe Securities, according to their tenor, and the due and punctual performance and observance of all ofthe covenants 
and condftions of this Indenture to be performed by the Corporation, shall be expressly assumed, by indenture supplemental hereto, in 
form reasonably satisfactory to the Tmstee, executed and delivered to the Tmstee by the Person (if other than the Corporation) formed 
by such consolidation, or into which the Corporation shall have been merged, or by the Person which shall have acquired such 
properties and assets, and (ii) the Corporation shall deliver to the Tmstee an Officers' Certificate Mid an Opinion of Counsel, each 
stating that such consolidation, merger, conveyance or transfer and, if a supplemental mdenture is required in connection with such 
ttansaction, such supplemental indenture comply wfth this Article and that all conditions precedent herein provided for relating to such 
ttansaction have been complied with. 

Section 802. Successor Substituted 

Upon any consolidation ofthe Corporation with, or merger ofthe Corporation into, any other Person or any conveyance or transfer 
ofthe properties and assets ofthe Corporation as an entirety or substantially as an entirety in accordance with Section 801, the 
successor Person formed by such consolidation or into which the Corporation is merged or to which such conveyance or transfer is 
made shall succeed to, and be substituted for, and may exercise every right and power of, the Corporation under this Indenture with 
the same effect as if such successor Person had been named as the Corporation herein, and thereafter the predecessor Person shall be 
relieved of ali obligations and covenants under this Indenture and the Securities. 

ARTICLE NINE 

Supplemental Indentures 

Section 901. Supplemental Indentures Without Consent of Holders 

Without die consent of any Holders, the Corporation, when autiiorized by a Bo^d Resolution, and the Trustee, at any time and 
from time to time, may enter into one or more indentures supplemental hereto, in form reasonably satisfactory to the Trustee, for any 
ofthe following purposes: 

(1) to evidence the succession of another Person to the Corporation and the assumption by any such successor ofthe covenants 
of the Corporation herein and in the Securities; or 

(2) to add to the covenants ofthe Corporation for the benefit ofthe Holders of all or any series of Securities (and if such 
covenants are to be for the benefit of less than all series of Securities, stating tiiat such covenants are expressly being included 
solely for the benefit ofsuch series) or to siurender any right or power herein conferred upon the Corporation; or 

(3) to add any additional Events of Default for tiie benefit of die Holders of all or any series of Securities (and if such additional 
Events of Default are to be for the benefit of less than all series 
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of Securities, stating that such additional Events of Default are expressly being included solely for the benefit ofsuch series); or 

(4) to add to or change any ofthe provisions of this Indenture to such extent as shall be necessary to permit or facilitate the 
issuance of Securities in bearer form, registt^le or not registtable as to principal, and with or without interest coupons, or to 
facilitate the issuance of Securities in uncertificated form; or 

(5) to add to, change or eliminate any ofthe provisions of this Indenture in respect of one or more series of Securities; provided 
that any such addition, change or elimination (A) shall neither (i) apply to any Security of any series created prior to the execution 
ofsuch supplemental indenture and entftled to the benefit ofsuch provision nor (ii) modify the rights ofthe Holder of any such 
Security with respect to such provision or (B) shall become effective only when there is no such Security Outstanding; or 

(6) to secure the Securities; or 

(7) to establish the form or terms of Securities of any series as permitted by Sections 201 and 301; or 

(8) to evidence and provide for the acceptance of appointment hereunder by a successor Tmstee witii respect to the Securities of 
one or more series and to add to or change any ofthe provisions of this Indenture as shall be necessary to provide for or fecilitate 
the administration ofthe trusts hereunder by more than one Tmstee, pursuant to the requirements of Section 611; or 

(9) to cure any ambiguity, to correct or supplement any provision herein which may be defective or inconsistent with any other 
provision herein, or to make any other provisions with respect to matters or questions arising under this Indenture; provided that 
such action pursuant to this Clause (9) shall not adversely affect the interests ofthe Holders of Securities of any series in any 
material respect. 

Section 902. Supplemental Indentures With Consent of Holders. 

With the consent ofthe Holders of not less than a majority in principal amount ofthe Outstanding Securities of all series affected 
by such supplemental indenture (voting as one class), by Act of said Holders delivered to the Corporation and the Tmstee, the 
Corporation, when authorized by a Board Resolution, and the Trustee may enter into an indenture or indentures supplemental hereto 
for the purpose of adding any provisions to or changing in any maimer or eliminating any ofthe provisions of this Indenture or of any 
supplemental indenture, or modifying in any manner the rights ofthe Holders of Securities under this Indenture; provided, however, 
that no such supplemental indenture shall, without the consent ofthe Holder ofeach Outstanding Security affected thereby, 

(1) change the Stated Maturity ofthe principal of, or any installment of principal of or interest on, any Security, or reduce the 
principal amount thereof or the rate of interest thereon or any premium payable upon the redemption thereof, or reduce the amount 
ofthe principal of an Original Issue Discount Security or any other Security which would be due and payable upon a declaration of 
acceleration ofthe Maturity thereof pursuant to Section 502 or change the coin or curtency in which any Security or any premium 
or interest thereon is payable, or impair the right to institute suU for the enforcement of any such payment on or after the Stated 
Maturity thereof (or, in the case of redemption, on or after the Redemption Date), or 

(2) reduce the percentage in principal amount ofthe Outstanding Securfties of any series, the consent of whose Holders is 
required for any such supplemental indenture, or the consent of whose Holders is required for any waiver (of compliance with 
certain provisions of this Indenture or certain defaults hereunder and their consequences) provided for in this Indenture, or 

(3) modify any ofthe provisions of this Section, Section 513 or Section 1005, except to increase any such percentage or to 
provide that certain other provisions of this Indenture cannot be modified or waived without the consent ofthe Holder ofeach 
Outstanding Security affected thereby; provided, however, that tiiis clause shall not be deemed to require the consent of any Holder 
with respect to changes in the references to "the Trustee" and concomitant changes in this Section and Section 1005, or the deletion 
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of this proviso, in accordance with the requirements of Sections 611 and 901(8). 

A supplemental indenture which changes or eliminates any covenant or other provision of this Indenture which has expressly been 
included solely for the benefit of one or more particular series of Securities, or which modifies tiie rights ofthe Holders of Securities 
of such series with respect to such covenant or other provision, shall be deemed not to affect the rights under this Indenture of the 
Holders of Securities of any other series. 

It shall not be necessary for any Act of Holders under this Section to approve the particular form of any proposed supplemental 
indenture, but it shall be sufficient if such Act shall approve the substance thereof 

Section 903. Execution of Supplemental Indentures 

In executing, or accepting the additional tmsts created by, any supplemental indenture permitted by this Article or tiie 
modifications thereby of the ttusts created by this Indenture, the Trustee shall be entitied to receive, and (subject to Section 601) shall 
be fiilly protected in relying upon, an Opinion of Counsel stating that the execution ofsuch supplemental indenture is authorized or 
permitted by this Indenture. The Tmstee may, but shall not be obligated to, enter into any such supplemental indenture which affects 
the Trustee's own rights, duties or immunities under this Indenture or otherwise. 

Section 904. Effect of Supplemental Indentures 

Upon the execution of any supplemental indenture under this Article, this Indenture shall be modified in accordance therewith, and 
such supplemental indenmre shall form a part of this Indenture for all purposes; and every Holder of Securities theretofore or 
thereafter authenticated and delivered hereunder shall be bound thereby. 

Section 905. Conformity with Trust Indenture Act 

Every supplemental indenture executed pursuant to this Article shall conform to the requirements ofthe Trust Indenture Act 

Section 906. Reference in Securities to Supplemental Indentures 

Securities of any series authenticated and delivered after the execution of any supplemental indenture pursuant to this Article may, 
and shall if required by the Trustee, bear a notation in form approved by the Trustee as to my matter provided for in such 
supplemental indenture, if the Corporation shall so determine, new Securities of any series so modified as to conform, in the opinion 
ofthe Trustee and the Corporation, to any such supplemental indenture may be prepared and executed by the Corporation and 
authenticated and delivered by the Trustee in exchange for Outstanding Securities ofsuch series. 

ARTICLE TEN 

Covenants 

Section 1001. Payment of Principal, Premium and Interest 

The Corporation covenants and agrees for tiie benefit ofeach series of Securities that ft wifl duly and punctually pay the principal 
of and any premium and interest on the Securfties ofthat series in ^cordance with the terms ofthe Securfties and this Indenture. 

Section 1002, Maintenance of Office or Agency 

The Corporation will maintain in each Place of Payment for any series of Securities an office or agency where Securfties ofthat 
series may be presented or surrendered for payment, where Securities ofthat series may be surrendered for registtation of transfer or 
exchange and where notices and demands to or upon the Corporation in 
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respect ofthe Securities ofthat series and this Indenture may be served. The Corporation will give prompt written notice to the 
Tmstee ofthe location, and any change in the location, ofsuch office or agency. If at any time the Coiporation shall foil to maintain 
any such required office or agency or shall fail to fumish tiie Tmstee vdtii the address thereof, such presentations, surtenders, notices 
and demands may be made or served at the Corporate Tmst Office ofthe Tmstee, and the Corporation hereby appoints tiie Trustee as 
its agent to receive all such presentations, surrenders, notices and demands. 

The Corporation may also from time to time designate one or more other offices or agencies where the Securities of one or more 
series may be presented or surrendered for any or all such purposes and may from time to tune rescind such designations; provided, 
however, that no such designation or rescission shall in any maimer relieve the Corporation of its obligation to maintain an office or 
agency in each Place of Payment for Securities of any series for such purposes. The Corporation will give prompt written notice to the 
Trustee of any such designation or rescission and of any change in the location of any such other office or agency. 

Section 1003. Money for Securities Payments to Be Held in IVust 

If the Corporafion shall at any time act as its own Paying Agent with respect to any series of Securities, it will, on or before each 
due date ofthe principal of or any premium or interest on any of tiie Securities ofthat series, segregate and hold in ttust for the benefit 
ofthe Persons entitled thereto a sum sufficient to pay the principal and any premium and interest so becoming due until such sums 
shall be paid to such Persons or otherwise disposed of as herein provided and will promptly notify the Tmstee of its action or failure 
so to act. 

Whenever the Corporation shall have one or more Paying Ag^its for any series of Securities, it will, on or prior to each due date of 
the principal of or any premium or interest on any Securities ofthat series, deposit with a Paymg Agent a sum sufficient to pay such 
amount, such sum to be held as provided by the Tmst Indenture Act, and (unless such Paying Agent is the Trustee) tiie Corporation 
will promptly notify the Tmstee of fts action or failure so to act. 

The Corporation will cause each Paying Agent for any series of Securfties other than the Trustee to execute and deliver to the 
Tmstee an instmment in which such Paying Agent shall agree with the Tmstee, subject to the provisions of this Section, that such 
Paying Agent will (1) comply with the provisions ofthe Trast Indenture Act applicable to ft as a Paying Agent and (2) during the 
continuance of any defauU fay the Corporation (or any other obligor upon the Securities ofthat series) in the making of any payment in 
respect of the Securities ofthat series, upon the written request ofthe Trustee, forthwith pay to the Tmstee all sums held in trust by 
such Paying Agent for payment in respect ofthe Securities ofthat series. 

The Corporation may at any time, for the purpose of obtaining the satisfaction and discharge of tiiis Indenture or for any other 
purpose, pay, or by Company Order direct any Paying Agent to pay, to the Tmstee all sums held in trust hereunder by the Corporation 
or such Paying Agent, such sums to be held by the Tmstee upon the same tmsts as those upon which such sums were held by the 
Corporation or such Paying Agent; and, upon such payment by any Paying Agent to tiie Tmstee, such Paying Agent shall be released 
from all further liability with respect to such money. 

Any money deposited with the Trustee or any Paying Agent, or then held by the Corporation, in tmst for the payment ofthe 
principal of or any premium or interest on any Security of any series and remaining unclaimed for two years after such principal, 
premium or interest has become due and payable shall be paid to the Corporation on Company Request, or (if then held by the 
Corporation) shall be discharged from such ttust; and the Holder ofsuch Security shall tiiereafter, as an unsecured general creditor, 
look only to the Corporation for payment thereof, and al! liability ofthe Trustee or such Paying Agent with respect to such tmst 
money, and all liability ofthe Corporation as tmstee thereof, shall thereupon cease; provided, however, that the Tmstee or such Paying 
Agent, before being required to make any such repayment, may at the expense ofthe Corporation cause to be published once, in a 
newspaper published in the English language, customarily published on each Business Day and of general circulation in the Borough 
of Manhattan, The City of New York, New York, notice that such money remains unclaimed and that, after a date specified therein, 
which shall not be less than 30 days from the date ofsuch publication, any unclaimed balance ofsuch money then remaming will be 
repaid to the Corporation. 
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Section 1004. Statement by Officers as to Default. 

The Corporation will deliver to the Trustee, on or before October 15 ofeach calendar year or on or before such other day in each 
calendar year as the Corporation and the Trustee may from time to time agree upon, an Officers' Certificate, stating whether or not to 
the best knowledge ofthe signers thereof the Corporation is in defauU in the performance and observance of any ofthe terms, 
provisions and conditions of this Indenture (without regard to any period of grace or requirement of notice pro\aded hereunder) and, if 
the Corporation shall be in defauU, specifying all such defaults and the nature and status thereof of which they may have knowledge. 

Section 1005. Waiver of Certain Covenants. 

Except as otherwise specified as contemplated by Section 301 for Securfties ofsuch series, fhe Corporation may, with respect to 
the Securhies of any series, omit in any particular instance to comply with any term, provision or condition set forth in any covenant 
provided pursuant to Section 301(19), 901(2) or 901(7) for the benefit ofthe Holders ofsuch series if before the time for such 
compliance the Holders of not less than a majority in principal amount ofthe Outstanding Securities ofsuch series shall, by Act of 
such Holders, either waive such compliance in such instance or generally waive compliance with such term, provision or condftion, 
but no such waiver shall extend to or affect such term, provision or condftion except to the extent so expressly waived, and, until such 
waiver shall become effective, the obUgations of die Corporation and the duties ofthe Tmstee in respect of any such term, provision 
or condition shall remain in lull force Mid effect. 

Section 1006. Calculation of Original Issue Discount. 

The Corporation shall file with the Trustee promptly after the end ofeach calendar year a written notice specifying the amount of 
original issue discount (including daily rates and accmal periods) accmed on Outstanding Securities as ofthe end ofsuch year. 

ARTICLE ELEVEN 

Redemption of Securities 

Section 1101. AppUcability of Article. 

Securities of any series which are redeemable before their Stated Maturity shall be redeemable in accordance with their terms and 
(except as otherwise specified as contemplated by Section 301 for such Securfties) in accordance with this Article. 

Section 1102, Election to Redeem; Notice to IVustee. 

The election ofthe Corporation to redeem any Securities shall be evidenced by a Board Resolution or in another manner specified 
as contemplated by Section 301 for such Securities, In case of any redemption at the election ofthe Corporation, the Corporation shall, 
at least 45 days prior to the Redemption Date fixed by the Corporation (unless a shorter notice shall be satisfactory to the Trustee), 
notify the Trustee ofsuch Redemption Date, ofthe principal amount of Securities ofsuch series to be redeemed and, if applicable, of 
the tenor ofthe Securities to be redeemed. In the case of any redemption of Securities (a) prior to the expiration of any resttiction on 
such redemption provided in the terms ofsuch Securities or elsewhere in this Indenture, or (b) pursuant to an election ofthe 
Corporation which is subject to a condition specified in the terms ofsuch Securities or elsewhere in this Indenture, tiie Corporation 
shall fumish the Trustee with an Officers' Certificate evidencing compliance with such restriction or condition. 

Section 1103. Selection by Trustee of Securities to Be Redeemed. 

If less than all the Securities of any series are to be redeemed (unless all the Securfties ofsuch series and of a specified tenor are to 
be redeemed or unless such redemption affects only a single Securify), the particular 
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Securities to be redeemed shall be selected not more tiian 60 days prior to the Redemption Date by the Trustee, from tiie Outstanding 
Securities ofsuch series not previously called for redemption, by such method as the Trustee shall deem fair and appropriate and 
which may provide for the selection for redemption of a portion ofthe principal amount of any Security ofsuch series; provided that 
the unredeemed portion ofthe principal amount of any Security shall be in an authorized denomination (v^ îch shall not be less than 
the minimum authorized denomination) for such Security. If less than all the Securities ofsuch series and of a specified tenor are to be 
redeemed (unless such redemption affects only a single Security), the particular Securfties to be redeemed shaft be selected not more 
than 60 days prior to the Redemption Date by the Tmstee, from the Outstanding Securfties ofsuch series and specified tenor not 
previously called for redemption in accordance with the preceding sentence. 

The Tmstee shall promptly notify the Corporation in writing of tiie Securities selected for redemption as aforesaid and, in the case 
of any Securities selected for partial redemption as aforesaid, the principal amount thereof to be redeemed. 

The provisions ofthe two preceding paragraphs shdl not apply with respect to any redemption affecting only a single Security, 
whether such Security is to he redeemed in whole or m part. In the case of any such redemption in part, the unredeemed portion ofthe 
principal amount ofthe Security shall be in an authorized denomination (which shall not he less than the minimum authorized 
denomination) for such Security. 

For all purposes of this Indenture, unless the context otherwise requires, afl provisions relating to the redemption of Securities shall 
relate, in the case of any Securities redeemed or to be redeemed only in part, to the portion ofthe principal amount ofsuch Securities 
which has been or is to be redeemed. 

Section 1104. Notice of Redemption. 

Notice of redemption shall be given by first-class mail, postage prepaid, mailed not less than 30 nor more than 60 days prior to the 
Redemption Date, to each Holder of Securities to be redeemed, at his address appearing in the Security Register 

All notices of redemption shall st^e: 

(1) the Redemption Date; 

(2) the Redemption Price or, if not then ascertainable, the matmer of calculation thereof; 

(3) if less than all the Outstanding Securfties of any series and of a specified tenor consisting of more tiian a single Security are 
to be redeemed, the identification (and, in the case of partial redemption of any such Securities, the principal amounts) ofthe 
particular Securities to be redeemed and, if less than EJI the Outstanding Securities of any series and of a specified tenor consisting 
of a single Security are to be redeemed, the principal amount ofthe particular Security to be redeemed; 

(4) that on the Redemption Date the Redemption Price, together with accmed interest, ifany, to the Redemption Date, will 
become due and payable upon each such Security to be redeemed and, if applicable, that interest thereon will cease to accme on and 
after said date; 

(3) the place or places where each such Security is to be surrendered for payment of tiie Redemption Price and accrued interest, 
ifany, unless it shall have been specified as contemplated by Section 301 with respect to such Securfties that such surtender shall 
not be required; 

(6) that the redemption is for a sinking fiind, if such is the case; and 

(7) such other matters as the Corporation shall deem desirable or appropriate. 

Unless otherwise specified witii respect to any Securities in accordance with Section 301, witii respect to any redemption of 
Securities at the election ofthe Corporation, unless, upon the giving of notice ofsuch redemption. Defeasance shall have been effected 
wfth respect to such Securities pursuant to Section 1302, such notice may state 
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that such redemption shall be conditional upon the receipt by the Tmstee or the Paymg Agent(s) for such Securities, on or prior to tiie 
date fixed for such redemption, of money sufficient to pay the principal of and any premium and interest on such Securities and that if 
such money shall not have been so received such notice shall be of no force or effect and tiie Corporation shall not be required to 
redeem such Securities. In the event that such notice of redemption contains such a condition and such money is not so received, the 
redemption shall not be made and within a reasonable time thereafter notice shall be given, in the marmer in which the notice of 
redemption was given, that such money was not so received and such redemption was not required to be made, and the Tmstee or 
Paying Agent(s) for the Securities otherwise to have been redeemed shall promptly retum to the Holders thereof any ofsuch Securities 
which had been surrendered for payment upon such redemption. 

Notice of redemption of Securities to be redeemed at the election ofthe Corporation, and any notice of non-satisfaction of 
redemption as aforesaid, shall be given by the Corporation or, at the Corporation's request, by the Trustee in the name and at the 
expense ofthe Corporation. Subject to the preceding paragraph, any such notice of redemption shall be irrevocable. 

Section 1105. Securities Payable on Redemption Date. 

Notice of redemption having been given as aforesaid, and the conditions, ifany, set forth in such notice having been satisfied, the 
Securities or portions thereof so to be redeemed shjdl, on the Redemption Date, become due and payable at the Redemption Price 
therein specified, and from and after such date (imless, in the case of an unconditional notice of redemption, the Corporation shall 
default in the payment ofthe Redemption Price and accmed interest, ifany) such Securities or portions thereof, if interest-bearing, 
shall cease to bear interest. Upon surrender of any such Security for redemption in accordance with said notice, such Security or 
portion thereof shall be paid by the Corporation at the Redemption Price, together with accmed interest, ifany, to the Redemption 
Date; provided, however, that no such surrender shall be a condition to such payment if so specified as contemplated by Section 301 
with respect to such Security, and provided further that, unless otherwise specified as contemplated by Section 301, installments of 
interest whose Stated Maturity is on or prior to the Redemption Date will be payable to the Holders ofsuch Securfties, or one or more 
Predecessor Securities, registered as such at the close of business on the relevant Record Dates according to their terms and tiie 
provisions of Section 307. 

Ifany Security called for redemption shall not be so paid upon surtender thereof for redemption, the principal and any premium 
shall, until paid, bear interest from the Redemption Date at the rate prescribed tiierefor in the Security. 

Section 1106. Securities Redeemed in Part. 

Any Security which is to be redeemed only in part shall be surtendered at a Place of Payment therefor (witii, if the Corporation or 
the Trustee so requires, due endorsement by, or a written instmment of transfer m form satisfactory to the Corporation and the Trustee 
duiy executed by, the Holder thereof or his attorney duly authorized in wrfting), and the Corporation shall execute, and the Trustee 
shall authenticate and deliver to the Holder ofsuch Security without service charge, a new Security or Securities ofthe same series 
and of like tenor, of any authorized denomination as requested by such Holder, in aggregate principal amount equal to and in 
exchange for the unredeemed portion ofthe principal ofthe Security so surrendered. 

ARTICLE TWELVE 

Sinking Funds 

Section 1201. Applicability of Article. 

The provisions of this Article shall be applicable to any sinking fimd for the retirement of Securities of any series except as 
otherwise specified as contemplated by Section 301 for such Securities. 

The minimimi amount of any sinking fund payment provided for by tiie terms of any Securfties is herein 
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referred to as a "mandatory sinking fund payment," and any payment in excess ofsuch minimum amount provided for by the terms of 
such Securities is herein referred to as an "optional sinking fund payment." If provided for by the terms of any Securities, the cash 
amount of any sinking fund payment may be subject to reduction as provided in Section 1202. Each sinking fiind payment shall be 
applied to the redemption of Securfties as provided for by the terms ofsuch Securities. 

Section 1202. Satisfaction of Sinking Fund Payments with Securities. 

The Corporation (I) may deliver Outstanding Securities of a series (other than any previously called for redemption) and (2) may 
apply as a credit Securfties of a series which have been redeemed either at the election ofthe Corporation pursuant to the terms ofsuch 
Securities or through the application of permitted optional sinking fimd payments pursuant to the terms ofsuch Securities, in each case 
in satisfaction of al! or any part of any sinking fimd payment with respect to any Securities ofsuch series required to be made pursuant 
to the terms ofsuch Securities as and to the extent provided for by the terms ofsuch Securities; provided that the Securities to be so 
credited have not been previously so credited. The Securfties to be so credited shall be received and credited for such purpose by the 
Trustee at the Redemption Price, as specified in the Securities so to be redeemed, for redemption through operation ofthe sinking fund 
and the amount ofsuch sinking fimd payment shall be reduced accordingly. 

Section 1203. Redemption of Securities for Sinking Fund. 

Not less than 45 days prior to each sinking fund payment date for any Securities, the Corporation will deliver to the Trustee an 
Officers' Certificate specifying the junount ofthe next ensuing sinkmg fimd payment for such Securities pursuant to the terms ofsuch 
Securfties, the portion thereof, ifany, which is to be satisfied by payment of cash and the portion thereof, ifany, which is to he 
satisfied by delivering and crediting Securities pursuant to Section 1202 and stating the basis for such credit and that such Securfties 
have not been previously so credited and will also deliver to the Trustee any Securities to be so delivered. Not less than 30 days prior 
to each such sinking fund payment date, the Tmstee shall select the Securities to be redeemed upon such sinking fimd payment date in 
the manner specified in Section 1103 and cause notice ofthe redemption tiiereof to be given in the name of and at the expense of tiie 
Corporation in the manner provided in Section 1104. Such notice having been duly given, the redemption ofsuch Securities shall be 
made upon the terms and in the manner stated in Sections 1105 and 1106. 

ARTICLE THIRTEEN 

Defeasance and Covenant Defeasance 

Section 1301. Applicability of Article. 

Unless, pursuant to Section 301, provision is made tiiat either or both of (a) defeasance of any Securities or any series of Securities 
under Section 1302 and (b) covenant defeasance of any Securities or any series of Securities under Section 1303 shall not apply to 
such Securities of a series, then the provisions of either or both of Sections 1302 and Section 1303, as tiie case may be, togetiier with 
Sections 1304 and 1305, shall be applicable to the Outstanding Securities ofsuch series upon compliance with tiie conditions set forth 
below in this Article. 

Section 1302. Defeasance and Discharge. 

The Corporation may cause itself to be discharged from its obligations with respect to any Securities or any series of Securities on 
and after the date the conditions set forth in Section 1304 are satisfied (hereinafter called "Defeasance"). For this purpose, such 
Defeasance means that the Corporation shall be deemed to have pmd and discharged the entire indebtedness represented by such 
Securities and to have satisfied all its other obligations under such Securities and this Indenture msofar as such Securfties are 
concerned (and the Trustee, at the expense ofthe Corporation, shall execute proper insttuments acknowledgmg the same), subject to 
the following which shall survive until otherwise terminated or discharged hereunder: (1) the rights of Holders ofsuch Securities to 
receive, solely 
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from the tmst fund described in Section 1304 and as more fiilly set forth in such Section, payments in respect ofthe principal of and 
any premium and interest on such Securities when payments are due, (2) the Corporation's obligations with respect to such Securities 
under Sections 304, 305, 306,1002 and 1003 and with respect to tiie Trustee under Section 607, (3) the rights, powers, trusts, duties 
^ d immunities of the Trustee hereunder and (4) this Article. Subject to compli^ce with this Article, Defeasance with respect to any 
Securities or any series of Securities by the Corporation is permitted under this Section 1302 notwitiistanding the prior exercise by the 
Coiporation of its rights under Section 1303 with respect to such Securities. Following a Defeasance, payment ofsuch Securities may 
not be accelerated because of an Event of Default. 

Section 1303. Covenant Defeasance. 

The Corporation may cause itself to be released from its obligations under any covenants provided pursuant to Section 301(19), 
901(2), 901(6) or 901(7) with respect to any Securities or any series of Securities for the benefit ofthe Holders ofsuch Securities wid 
the occurrence of any event specified in Section 501(4) (with respect to any such covenants provided pursuant to Section 301(19), 
901(2), 901(6) or 901(7)) or 501(7) shall be deemed not to be wresuU in an Event of Defauft with respect to such Securities as 
provided in this Section, in each case on and after the date the conditions set forth m Section 1304 are satisfied (hereinafter called 
"Covenant Defeasance"), For this purpose, such Covenant Defeasance means that, with respect to such Securities, the Corporation 
may omit to comply with and shall have no liability in respect of any term, condition or limitation set forth in any such specified 
Section (to the extent so specified in the case of Section 501(4)), whether directly or indftectly by reason of any reference elsewhere 
herein to any such Section or by reason of any reference in any such Section to 2my other provision herein or in any other document, 
but the remainder of this indenture and such Securfties shall be unaffected thereby. 

Section 1304. Conditions to Defeasance or Covenant Defeasance, 

The following shall be the conditions to the application of Section 1302 or Section 1303 toany Securities or any series of 
Securities, as the case may be: 

(1) The Corporation shall irrevocably have deposited or caused to be deposited with the Trustee as tmst funds in tmst for the 
purpose of making the following payments, specifically pledged as security for, and dedicated solely to, the benefit ofthe Holders 
of such Securhies, (A) money in an amount, or (B) Goverrunent Obligations which through the scheduled payment of principal and 
interest in respect thereof in accordance with their terms will provide, not later than the due date of any payment, money in an 
amount, or (C) a combination thereof, sufficient, in the case of (B) or (C), in die opmion of a nationally recognized firm of 
independent public accountants expressed in a written certification thereof delivered to the Trustee, to pay and discharge, and which 
shall be applied by the Trustee to pay and discharge, the principal of and any premium and interest on such Securities on tiie 
respective Stated Maturities or on any Redemption Date established pursuant to Clause (3) below, in accordance wfth the terms of 
this Indenture and such Securities. As used herein, "Govemment Obligation" means (x) any security which is (i) a direct obligation 
of the United States of America or the govemment which issued the foreign curtency in which such Securities are payable, for the 
payment of which its ftill faith and credit is pledged or (ii) an obligation of a Person conttolled or supervised by and acting as an 
agency or insttumentality ofthe United States of America or such govemment which issued the foreign cinrency in which such 
Securities are payable, the payment of which is unconditionally guaranteed as a full faith and credit obligation by the Unfted States 
of America or such other government, which, in either case (i) or (ii), is not callable or redeemable at the option ofthe issuer 
thereof, and (y) any depositary receipt issued by a bank (as defined in Section 3(a)(2) ofthe Securfties Act) as custodian witii 
respect to any Government Obligation which is specified in clause (x) above and held by such bank for the account ofthe holder of 
such depositary receipt, or with respect to any specific payment of principal of or interest on any Govemment Obligation which is 
so specified and held, provided that (except as required by law) such custodian is not authorized to make any deduction from the 
amount payable to the holder ofsuch depositary receipt from any amount received by the custodian in respect ofthe Govemment 
Obligation or the specific payment of principal or interest evidenced hy such depositary receipt. 

(2) No event which is, or after notice or lapse of time or both would become, an Event of DefauU 
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with respect to such Securities or any other Securities shall have occurred and be continuing at the time ofsuch deposft or, with 
regard to any such event specified in Sections 501(5) and (6), at any time on or prior to the 90th day after the date ofsuch deposit 
(it being understood that this condition shall not be deemed satisfied until after such 90th day), 

(3) If the Securities are to be redeemed prior to Stated Maturity (other than from mandatory sinking fund payments or analogous 
payments), notice ofsuch redemption shall have been duly given pursuant to this Indenture or provision therefor satisfactory to the 
Tmstee shall have been made. 

(4) The Corporation shall have delivered to the Trustee an Officers' Certificate and an Opinion of Counsel, each statmg tiiat all 
conditions precedent with respect to such Defeasance or Covenant Defeasance have been complied with. 

Section 1305. Deposited Money and Government Obligations to Be Held in Trust; Miscellaneous Provisions. 

Subject to the provisions ofthe last paragraph of Section 1003, all money and Govemment Obligations (including the proceeds 
thereof) deposited with the Tmstee pursuant to Section 1304 in respect of any Securities shall be held in trust and applied by the 
Tmstee, in accordance with the provisions ofsuch Securities and this Indenture, to the payment, either directiy or through any such 
Paying Agent (including the Corporation acting as its own Paying Agent) as tiie Trustee may determine, to the Holders ofsuch 
Securities, of all sums due and to become due thereon in respect of principal and any premium and merest, but money so held in trust 
need not be segregated from other fiinds except to the extent required by law. Moneys and Govemment ObUgations (and the proceeds 
thereof) held pursuant to this Section for the benefit ofthe Holders of Subordinated Securities shall not be subject to the subordination 
provisions established with respect to such Securities pursuant to Section 301(20). 

The Corporation shall pay and indemnify the Tmstee against aoy tax, fee or other charge imposed on or assessed against the 
Govemment Obligations deposited pursuant to Section 1304 or the principal and interest received in respect thereof other than any 
such tax, fee or other charge which by law is for the account ofthe Holders of Outstanding Securities. 

Anything in this Article to the contrary notwithstanding, the Trustee shall deliver or pay to the Corporation from time to time upon 
Company Request any money or Govemment Obligations held by ft as i^ovided in Section 1304 with respect to any Securities which, 
in the opinion of a nationally recognized firm of independent public accountants expressed in a written certification thereof delivered 
to the Tmstee, are in excess ofthe amount thereof which would then be required to be deposfted to effect the Defeasance or Covenant 
Defeasance, as the case may be, with respect to such Securities. 

ARTICLE FOURTEEN 

Immunity of Incorporators, Stockholders, Officers and Directors 

Section 1401. Indenture and Securities Solefy Corporate Obligations. 

No recourse for the payment ofthe principal of or any premium or interest on any Security, or for any claim based thereon or 
otherwise in respect thereof, and no recourse under or upon any obligation, covenant or i^reement ofthe Corporation in this Indenture 
or in any supplemental indenture, or in any Security, or because ofthe creation of any indebtedness represented thereby, shall be had 
against any incorporator, stockholder, officer or director, as such, past, present or fiimre, ofthe Corporation or of any successor 
corporation, either directly or through the Corporation or any successor corporation, whether by virtue of any constitution, statute or 
mle of law, or by the enforcement of any assessment or penalfy or otherwise; ft being expressly imderstood that all such liability is 
hereby expressly waived and released as a condition of, and as a consideration for, the execution of this Indenture and the issue ofthe 
Securities. 
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ARTICLE FIFTEEN 

Subordination of Subordinated Securities 

Section 1501. Agreement to Subordinate. 

The Corporation covenants and agrees, and each Holder of any Subordinated Securify issued hereunder by his acceptance thereof, 
whether upon original issue or upon ttansfer or assignment, likewise covenants and agrees, that the principal of (and premium, ifany) 
and interest on each and all ofthe Subordinated Securities issued hereunder are hereby expressly subordinated, to the extent and in fhe 
manner hereinafter set forth, in right of payment to the prior payment in full of all Senior Indebtedness. 

Section 1502. Payment on Dissolution, Liquidation or Reorganization; Default on Senior Indebtedness. 

Upon any payment or distribution of assets or securities ofthe Corporation of any kind or chiu-acter, whether in cash, properfy or 
securities, upon any dissolution or winding up or total or partial liquidation or reorganization ofthe Corporation, whether voluntary or 
involuntary or in bankruptcy, insolvency, receivership or other similar proceedings, or upon any assignment for the benefit of creditors 
or any other m^shalling ofthe assets and liabilities ofthe Corporation or otherwise, all principal of (and premium, ifany) and interest 
then due upon all Senior Indebtedness shall first be paid in fiill, or payment thereof provided for in money or money's worth, before 
the Holders ofthe Subordinated Securities or the Trustee on their behalf shall be entitied to receive any assets or setairities (other than 
shares of stock ofthe Corporation as reorganized or readjusted or securfties ofthe Corporation or any other corporation provided for 
by a plan of reorganization or readjustment, junior to, or tiie payment of which is subordinated at least to the extent provided in this 
Article to the payment of, all Senior Indebtedness which may at the time be outstanding or any securities issued in respect thereof 
under any such plan of reorganization or readjustment) in respect ofthe Subordinated Securities (for principal, premium or interest). 
Upon any such dissolution or winding up or liquidation or reorganization, any payment or disttibution of assets or securities ofthe 
Corporation of any kind or character, whether in cash, property or securities (other than as aforesaid), to which the Holders ofthe 
Subordinated Securities or the Tmstee on their behalf would be entitled, except for the provisions of this Article, shall be made by the 
Corporation or by any receiver, tmstee in bankruptcy, liquidating ttustee, agent or other person making such payment or distribution, 
direct to the holders of Senior Indebtedness or their representatives to the extent necessary to pay all Senior Indebtedness in full, in 
money or money's worth, after giving effect to any concurrent payment or distribution to or for the holders of Senior Indebtedness. In 
the event that, notwithstanding the foregoing, the Trustee or the Holder of any Subordinated Security shall, under tiie cftcumstances 
described in the two preceding sentences, have received any payment or disttibution of assets or securities ofthe Corporation of any 
kind or character, whether in cash, property or securities (otiier than as aforesaid) before all Senior Indebtedness is paid in fiill or 
payment thereof provided for in money or money's worth, and if such fact shall then have been made known to the Trustee or, as the 
case may be, such Holder, then such payment or distribution of assets or securities ofthe Corporation shall be paid over or delivered 
forthwith to the receiver, trustee in bankruptcy, liquidating ttustee, agent or other person making payment or disttibution of assets or 
securfties ofthe Corporation for application to the payment of all Senior Indebtedness remaining unpaid, to the extent necessary to pay 
all Senior Indebtedness in full, in money or money's worth, after giving effect to any concurrent payment or disttibution to or for the 
holders of Senior Indebtedness. 

Subject to the payment in full, in money or money's worth, of all Senior Indebtedness, the Holders ofthe Subordinated Securities 
(together with the holders of any indebtedness ofthe Corporation which is subordinate in right of payment to the payment in full of all 
Senior indebtedness and which is not subordinate in right of payment to the Subordinated Securities) shall be subrogated to the rights 
ofthe holders of Senior Indebtedness to receive payments or disttibution of assets or securities ofthe Corporation applicable to Senior 
Indebtedness until the principal of (and premium, ifany) and interest on the Senior Indebtedness shall be paid in full. No such 
payments or distributions applicable to Senior Indebtedness shall, as between the Corporation, its creditors other than the holders of 
Senior Indebtedness, and the Holders ofthe Subordinated Securities, be deemed to be a payment by the Corporation to or on account 
ofthe Subordinated Securities, it being understood that tiie provisions of this Article 
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are and are intended solely for the purpose of defining the relative rights ofthe Holders ofthe Subordinated Securities, on the one 
hand, and the holders of Senior Indebtedness, on the other hand. Nothing contained in this Article or elsewhere in this Indenture or in 
the Subordinated Securities is intended to or shall impair, as between the Corporation and the Holders of Subordinated Securfties, the 
obligation ofthe Corporation, which is unconditional and absolute, to pay to the Holders ofthe Subordmated Securities tiie principal 
of (and premium, ifany) and interest on tiie Subordinated Securities as and when the same shall become due and payable in 
accordance with their terms, or to affect (except to the extent specifically provided above in this paragraph) the relative rights ofthe 
Holders ofthe Subordinated Securities and creditors ofthe Corporation other tiian the holders of Senior Indebtedness. Notiiing 
contained herein shall prevent the Trustee or the Holder of any Subordinated Securify from exercising all remedies otherwise 
permitted by applicable law upon default under tiiis Indenture, subject to the rights, ifany, under this Article, ofthe holders of Senior 
Indebtedness in respect of assets or securities ofthe Corporation of any kind or character, whether cash, properfy or securities, 
received upon the exercise of any such remedy. 

Upon any payment or distribution of assets or securities ofthe Corporation referted to in this Article, the Trustee and die Holders 
ofthe Subordinated Securities shall be entitled to rely upon any order or decree of a court of competent jurisdiction in which such 
dissolution, winding up, liquidation or reorganization proceedings are pending, and upon a certificate ofthe receiver, trustee in 
bankruptcy, liquidating tmstee, agent or other person mddi^ any such payment or disttibution, delivered to the Trustee or to the 
Holders ofthe Subordinated Securities for the purpose of ascertaining the persons entitled to participate in such distribution, tiie 
holders of Senior Indebtedness and other indebtedness ofthe Corporjttion, the amount thereof or payable thereon, the ammmt or 
amounts paid or distributed thereon and all other facts pertinent thereto or to this Article. 

I f 

(i) there shall have occurred a defauU in the payment on account ofthe principal of (or premium, ifany) or interest on or other 
monetary amounts due and payable on any Senior Indebtedness, or 

(ii) any other defauU shall have occurred concerning any Senior Indebtedness which permits the holder or holders thereof to 
accelerate the maturity ofsuch Senior Indebtedness following notice, the lapse of time, or both, or 

(iii) during any time Senior Indebtedness is outstanding, tiie principal of, and accmed interest on, any series of Subordinated 
Securities shall have been declared due and payable upon an Event of Defauft pursuant to Section 502 hereof (and such declaration 
shall not have been rescinded or annulled pursuant to tiiis Indenture); 

then, unless and until such default shall have been cured or waived or shall have ceased to exist, or such declaration shall have been 
waived, rescinded or annulled, no paionent shall be made by the Corporation on account ofthe principal (or premium, ifany) or 
interest on the Subordinated Securfties. 

The Tmstee shall be entitled to rely on the delivery to it of a written notice by a Person representing himself to be a holder of 
Senior Indebtedness (or a representative ofsuch holder or a ttustee under any indenttu-e under which any instmments evidencing any 
such Senior Indebtedness may have been issued) to establish that such notice has been given by a holder ofsuch Senior Indebtedness 
or such representative or tmstee on behalf of such holder. In the event that the Tmstee determines in good faith that further evidence is 
required with respect to the right of any Person as a holder of Senior Indebtedness to participate in any payment or disttibution 
pursuant to this Article Fifteen, the Tmstee may request such Person to fimiish evidence to the reasonable satisftiction ofthe Tmstee 
as to the amount of Senior Indebtedness held by such Person, the extent to which such Person is entitled to participate in such payment 
or disttibution and any other facts pertinent to the right ofsuch Person under this Article Fifteen, and, if such evidence is not 
furnished, the Trustee may defer any payment to such Person pending judicial determination as to the right ofsuch Person to receive 
such payment or distribution. 
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Section 1503. Payment Prior to Dissolution or Default. 

Nothing contained in this Article or elsewhere in this Indenture, or in any ofthe Subordinated Securities, shall prevent (a) tiie 
Corporation, at any time except under the conditions described in Section 1502 or during the pendency of any dissolution or winding 
up or total or partial liquidation or reorganization proceedings tiierein referred to, from making payments at any time of |wincipal of 
(or premium, if any) or interest on Subordinated Securities or from depositing with the Tmstee or any Paying Agent moneys for such 
payments, or (b) the application by the Tmstee or any Paying Agent of any moneys deposited witii it under this Indenture to the 
payment of or on account ofthe principal of (or premium, ifany) or interest on Subordinated Securities to the Holders entitled thereto 
if such payment would not have been prohibited by the provisions of Section 1502 on the day such moneys were so deposited. 

Notwithstanding the provisions of Section 1501 or any other provision of this Indenture, the Trustee and any Paying Agent shall 
not be charged with knowledge ofthe existence of any Senior Indebtedness, or ofthe occurrence of any defauft with respect to Senior 
Indebtedness ofthe character described in Section 1502, or of any other facts which would prohibit the making of any payment of 
moneys to or by the Tmstee or such Paying Agent, unless and until the Trustee shall have received, no later than three Business Days 
prior to such payment, written notice thereof from the Corporation or from a holder of such Senior Indebtedness and tiie Trustee 
shallnot be affected by any such notice which may be received by ft on or after such third Business Day. 

Section 1504. Securityholders Authorize Trustee to Effectuate Subordination of Securities. 

Each Holder of Subordinated Securities by his or her acceptance thereof authorizes and expressly directs the Trustee on his or her 
behalf to take such action in accordance with the terms of this Indenture as may be necessary or appropriate to effectuate tiie 
subordination provisions contained in this Article Fifteen and to protect the rights ofthe Holders of Subordinated Securities pursuant 
to this Indenture, and appoints the Tmstee his or her attorney-in-fact for such purpose. 

Section 1505. Right of Trustee to Hold Senior Indebtedness. 

The Tmstee shall be entitied to all ofthe rights set fortii in this Article Fifteen m respect of any Senior Indebtedness at any time 
held by U to the same extent as any other holder of Senior Indebtedness, and nothing in this Indenture shaft be constmed to deprive tiie 
Trustee of any of fts rights as such holder. 

Section 1506. Article Fifteen Not to Prevent Events of Default. 

The failure to make a payment on account of principal of, premium, ifany, or interest on the Subordinated Securities by reason of 
any provision of this Article Fifteen shall not be constmed as preventing the occurrence of an Event of Defauft under Section 501 or 
an event which with the giving of notice or lapse of time, or both, would become an Event of DefauU or m any way prevent the 
Holders of Subordinated Securhies from exercising any right hereunder other than the right to receive payment on the Subordinated 
Securities. 

Section 1507. No Fiduciary Dufy of Trustee to Holders of Senior Indebtedness. 

The Tmstee shall not be deemed to owe any fiduciary dufy to the holders of Senior Indebtedness, and shall not be liable to any such 
holders (other than for Us willful misconduct, bad faith or negligence) if ft shall in good fafth mistakenly pay over or disttibute to the 
Holders of Subordinated Securities or the Corporation or any otiier Person, cash, properfy or securities to which any holders of Senior 
Indebtedness shall be entitied by virtue of this Article Fifteen or otherwise. Notiiing in this Section 1507 shaft affect the obligation of 
any other such Person to hold such payment for the benefit of, and tt) pay such payment over to, tiie holders of Senior Indebtedness or 
their representative. Nothing in this Article Fifteen shall apply to amounts due the Trustee pursuant to Section 607 or any other 
Section of this Indenture. 

This instmment may be executed in any number of counterparts, each of which so executed shall be deemed to be an original, but 
all such counterparts shall together constitute but one and tiie s^ne instmment. 
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IN WITNESS WHEi^OF, the parties hereto have caused this Indenture to be duly executed as ofthe day and year first above 
written. 

Duke Energy Corporation 

By: Isl Stephen G. De May 
Name: Stephen G. De May 
Titie: Vice President and Treasurer 

The Bank of New York Trust Company, N.A., as 
Trustee 

hi Van K. Brovm By: 
Name: Van K. Brown 
Tftle: Vice President 
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THIS FIRST SUPPLEMENTAL INDENTURE is made as of tfie 16 tii day of June 2008, by and between DUKE ENERGY 
CORPORATION, a Delaware corporation, having its principal office at 526 South Church Street, Charlotte, Nortii Carolina 28202 
(the "Corporation"), and The Bank of New York Tmst Company, N.A., a national banking association, as Tmstee (herem called the 
"Trustee"). 

WITNESSETH: 

WHEREAS, the Corporation has heretofore entered into an Indenture, dated as of June 3,2008 (the "Original Indenture"), with 
The Bank of New York Trust Company, N.A., as Trustee; 

WHEREAS, the Original Indenture is incorporated herein by this reference and the Origmal Indenture, as may be mnended and 
supplemented to the date hereof, including by this First Supplemental Indenture, is herein called the "Indenture"; 

WHEREAS, under the Indenture, a new series of Securities may at any time be established in accordance with the provisions ofthe 
Indenture and the terms of such series may be described by a supplemental indenture executed by the Corporation and the Trustee; 

WHEREAS, the Corporation hereby proposes to create under the Indenture two additional s^ies of Securities; 

WHEREAS, additional Securfties of other series hereafter estsdjlished, except as may be limited in the Indenture as at the time 
supplemented and modified, may be issued from time to time pursuant to tiie Indenture as at the time supplemented and modified; and 

WHEREAS, all conditions necessary to authorize the execution and delivery of tiiis First Supplemental indenture and to make ft a 
valid and binding obligation ofthe Corporafion have been done or performed. 

NOW, THEREFORE, in consideration ofthe agreements and obligations set forth herein and for other good and valuable 
consideration, the sufficiency of which is hereby acknowledged, the parties hereto hereby agree as follows; 

ARTICLE 1 

S.65% SENIOR NOTES DUE 2013 

Section 1.01. Establishment. There is hereby established a new series of Securities to be issued under the Indenture, to be 
designated as the Corporation's 5.65% Senior Notes due 2013 (the "2013 Notes"). 

There are to be authenticated and delivered $250,000,000 principal amount ofthe 2013 Notes, and no further 2013 Notes shaft be 
authenticated and delivered except as provided by Section 304, 305,306,906 or 1106 ofthe Original Indenture and the last paragraph 
of Section 301 thereof The 2013 Notes shall be issued in fully registered form without coupons. 
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The 2013 Notes shall be in substantially the form set out in Exhibft A hereto, and tiie form of the Tmstee's Certificate of 
Authentication for the 2013 Notes shall be in substantially the form set forth in Exhibit B hereto. 

Each 2013 Note shall be dated the date of authentication th^eof and shall bear interest from the date of original issuance thereof or 
from the most recent Interest Payment Date to which interest has been paid or duly provided for. 

Section 1.02. Definitions. The following defined terms used in tiiis Article 1 shall, unless the context otherwise requhes, have the 
meanings specified below for purposes ofthe 2013 Notes, Capitalized terms used herein for which no definition is provided herein 
shall have the meanings set forth in the Original Indenture, 

"Business Day" means a day other than (i) a Saturday or a Sunday, (ii) a day on which banking institutions in New York, New 
York are authorized or obligated by law or executive order to remain closed or (iii) a day on which the Corporate Tmst Office is 
closed for business. 

"Interest Payment Date" means each June 15 and December 15 ofeach year, commencing December 15,2008. 

"Original Issue Date" means June 16, 2008. 

"Regular Record Date" means, with respect to each Interest Payment Date, the close of business on the I5th calendar day prior to 
such Interest Payment Date (whether or not a Business Day). 

"Stated Maturity" means June 15, 2013. 

Section 1.03. Payment of Principal and Interest. The principal ofthe 2013 Notes shaU be due at Stated Maturity (unless earlier 
redeemed). The unpaid principal amount ofthe 2013 Notes shall bear interest at the rate of 5.65% per annum until paid or duly 
provided for, such interest to accrue from June 16, 2008 or from the most recent Interest Payment Date to which mterest has been paid 
or duly provided for. Interest shall be paid semi-annually in arrears on each Interest Payment Date to the Person or Persons in whose 
name the 2013 Notes are registered on the Regular Record Date for such Interest Payment Date; provided that interest payable at the 
Stated Maturity or on a Redemption Date as provided herein shall be paid to the Person to whom principal is payable. Any such 
interest that is not so punctually paid or duly provided for shall forthwith cease to be payable to the Holders on such Regular Record 
Date and may either be paid to the Person or Persons in whose name the 2013 Notes are registered at the close of business on a Special 
Record Date for the payment ofsuch defaulted interest to be fixed by the Trustee ("Special Record Date"), notice whereof shall be 
given to Holders of tiie 2013 Notes not less than ten (10) days prior to such Special Record Date, or be paid at any time in any other 
lawful manner not inconsistent with the requirements of any securities exchange, ifany, on which the 2013 Notes may be listed, and 
upon such notice as may be required by any such exchmige, all as more fiilly provided in the Original Indenture. 

Payments of interest on the 2013 Notes shall include interest accmed to but excluding the respective Interest Payment Dates, 
interest payments for tiie 2013 Notes shall be computed and 
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paid on the basis of a 360-day year of twelve 30-day months. In the event that any date on which interest is payable on the 2013 Notes 
is not a Business Day, then payment ofthe interest payable on such date shall be made on die next succeeding day that is a Business 
Day (and without any interest or payment in respect of any such delay) with the same force and effect as if made on the date the 
payment was originally payable. 

Payment of principal of, premium, ifany, and interest on the 2013 Notes shall be made in such coin or currency ofthe United 
States of America as at the time of payment is legal tender for payment of public and private debts. Payments of principal of, 
premium, ifany, and interest on 2013 Notes represented by a Global Securify shall be made by wire transfer of immediately available 
funds to the Holder ofsuch Global Security, provided that, in the case of payments of principal and premium, ifany, such Global 
Security is first surrendered to the Paying Agent. If Juiy ofthe 2013 Notes are no longer represented by a Global Securify, (i) payments 
of principal, premium, ifany, and interest due at the Stated Maturity or earlier redemption ofsuch 2013 Notes shall be made at the 
office ofthe Paying Agent upon surrender ofsuch 2013 Notes to the Paying Agent and (ii) payments of interest shall be made, at the 
option ofthe Corporation, subject to such sunender where applicable, (A) by check mailed to the address ofthe Person entftled thereto 
as such address shall appear in the Security Register or (B) by wire transfer at such place and to such account at a banking institution 
in the Unfted States as may be designated in writing to the Tmstee at least sixteen (16) days prior to die date for payment by the 
Person entitled thereto. 

Section 1.04. Denominations. The 2013 Notes shall be issued in denominations of $2,000 or any integral multiple of $1,000 in 
excess thereof. 

Section 1.05. Global Securities. The 2013 Notes shall initially be issued in the form of one or more Global Securities registered in 
the name ofthe Depositary (which initially shall be The Depository Tmst Company) or its nominee. Except under the Umited 
circumstances described below, 2013 Notes represented by such Global Securify or Global Securfties shall not be exchangeable for, 
and shall not otherwise be issuable as, 2013 Notes in definitive form. The Global Securities described in this Article 1 may not be 
ttansferted except by the Depositary to a nominee ofthe Depositary or by a nominee ofthe Deposftary to the Depositary or anottier 
nominee ofthe Depositary or to a successor Depositary or its nominee. 

A Global Security shall be exchangeable for 2013 Notes registered in the names of persons other than the Depositary or its 
nominee only if (i) the Depositary notifies the Corporation that ft is unwilling or unable to continue as a Depositary for such Global 
Security and no successor Depositary shall have been appointed by the Corporation within 90 days of receipt by the Corporation of 
such notification, or if at any time the Depositary ceases to be a clearing agency registered under the Exchange Act at a time when the 
Depositary is required to be so registered to act as such Deposftary and no successor Depositary shall have been appointed by the 
Corporation within 90 days after it becomes aware ofsuch cessation, (ii) an Event of Default has occurred and is continuing wfth 
respect to the 2013 Notes, or (iii) the Corporation in its sole discretion, and subject to the procedures ofthe Depository, determines 
that such Global Security shall be so exchangeable. Any Global Security that is exchangeable pursuant to the preceding sentence shall 
be exchangeable for 2013 Notes registered in such names as the Depositary shall direct. 
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Section 1.06. Redemption. The 2013 Notes shall be redeemable, m whole or from time to time in part ($2,000 or any integral 
multiple of $ 1,000 in excess thereoO, at the option ofthe Corporation on any date (a "Redemption Date"), at a Redemption Price 
equal to the greater of (i) 100% ofthe principal amount ofthe 2013 Notes to be redeemed and (ii) the sum ofthe present values ofthe 
remaining scheduled payments of principal and interest thereon (exclusive of interest accmed to such Redemption Date) discounted to 
such Redemption Date on a semi-annual basis (assuming a 360-day year consisting of twelve 30-day months) at tiie Treasury Rate 
plus 40 basis points, plus, in either case, accmed and unpaid interest on the principal amount being redeemed to such Redemption 
Date. 

"Treasury Rate" means, with respect to any Redemption Date for the 2013 Notes, (i) the yield, under the heading which represents 
the average for the immediatel}' preceding week, appearing in die most recently published statistical release designated "H. 15(519)" or 
any successor publication which is published weekly by the Board of Governors ofthe Federal Reserve System and which establishes 
yields on actively ttaded United States Treasury securities adjusted to constant maturity under the caption "Treasury Constant 
MaturUies," for the maturity corresponding to tiie Comparable Treasury Issue (if no maturity is wfthin three months before or after Oie 
Stated Maturity, yields for the two published maturities most closely corresponding to the Comparable Treasury Issue shall be 
determined, and the Treasury Rate shall be interpolated or exttapolated from such yields on a straight-line basis, rounding to the 
nearest month) or (ii) if such release (or any successor release) is not published during the week prec^mg the cedculation date or does 
not contain such yields, the rate per annum equal to the semi-annual equivalent yield to maturity ofthe Comparable Treasury Issue, 
calculated using a price for the Comparable Treasury Issue (expressed as a percentage of its principal amount) equal to fhe 
Comparable Treasury Price for such Redemption Date, The Treasury Rate shMl be calculated on the third Busmess Day preceding the 
Redemption Date. 

"Comparable Treasury Issue" when used in tiiis Section 1.06 means the United States Treasuiy securify selected by the Quotation 
Agent as having a maturity comparable to the remaining term ofthe 2013 Notes to be redeemed that would be utilized, at the time of 
selection and in accordance with customary fmancial practice, in pricing new issues of corporate debt securities of comparable 
maturity to the remaining term ofsuch 2013 Notes. 

"Quotation Agent" means a Reference Treasury Dealer appointed by the Corporation. 

"Comparable Treasury Price" means, witti respect to any Redemption Date for the 2013 Notes, (1) the average of tiuee Reference 
Treasury Dealer Quotations for such Redemption Date, after excluding fhe highest and lowest such Reference Treasuiy Dealer 
Quotations, or (2) if fewer than three such Reference Treasury Dealer Quotations are obtained, the average of all such Reference 
Treasury Dealer Quotations. 

"Reference Treasury Dealer" means each of Credit Suisse Securfties (USA) LLC, Goldman, Sachs & Co., and Lehman Brothers 
Inc., and their respective successors; provided^ however, that ifany ofthe foregoing ceases to be a primary U.S. Govemment securities 
dealer in the United States (a "Primary Treasury Dealer"), the Corporation will substitute therefor another Prunary Treasury Dealer. 
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"Reference Treasury Dealer Quotations" means, with respect to each Reference Treasury Dealer and any Redemption Date, the 
average, as determined by the Quotation Agent, ofthe bid and asked prices for tiie Comparable Treasury Issue (expressed in each case 
as a percentage of its principal amount) quoted in writing to the Quotation Agent by such Reference Treasury Dealer at 5:00 p.m., 
New York City time, on the third Business Day preceding such Redemption Date. 

The Corporation shall notify the Trustee ofthe Redemption Price with respect to the foregoing redemption promptly after the 
calculation thereof The Trustee shall not be responsible for calculating said Redemption Price. 

If less than all ofthe 2013 Notes are to be redeemed, the Trustee shaft select the 2013 Notes or portions of 2013 Notes to be 
redeemed by such method as the Trustee shall deem fair and appropriate. The Tmstee may select for redemption 2013 Notes and 
portions of 2013 Notes in amounts of $2,000 or any integral muftiple of $1,000 m excess thereof 

The 2013 Notes shall not have a sinking fund. 

Section 1.07. Paving Asent. The Tmstee shall initially serve as Paying Agent with respect to the 2013 Notes, with the Place of 
Payment inUially being the Corporate Trust Office. 

ARTICLE 2 

6.25% SENIOR NOTES DUE 2018 

Section 2.01. Establishment. There is hereby established a new series of Securities to be issued under the Indenture, to be 
designated as the Corporation's 6.25% Senior Notes due 2018 (the "2018 Notes"). 

There are to be authenticated and delivered $250,000,000 principal amount of tiie 2018 Notes, and no further 2018 Notes shall be 
authenticated and delivered except as provided by Section 304, 305, 306,906 or 1106 ofthe Original Indenture and the last paragraph 
of Section 301 thereof The 2018 Notes shall be issued in fully registered form without coupons. 

The 2018 Notes shall be in substantially the form set out in Exhibit C hereto, and the form ofthe Trustee's Certificate of 
Authentication for the 2018 Notes shall be in substantially the form set forth m Exhibft D hereto. 

Each 2018 Note shall be dated the date of authentication thereof and shall bear interest from the date of original issuance thereof or 
from the most recent Interest Payment Date to which interest has been paid or duly provided for. 
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Section 2.02. Definitions. The following defined terms used in this Article 2 shall, unless the context otherwise requires, have the 
meanings specified below for purposes ofthe 2018 Notes, Capitalized terms used herein for which no definition is provided herein 
shall have the meanings set forth in the Original Indenture. 

"Business Day" means a day other than (i) a Saturday or a Sunday, (ii) a day on which bardcing institutions in New York, New 
York are authorized or obligated by law or executive order to remain closed or (iii) a day on which the Corporate Tmst Office is 
closed for business. 

"Interest Payment Date" means each June 15 and December 15 ofeach year, commencing December 15,2008. 

"Original Issue Date" means June 16, 2008. 

"Regular Record Date" means, with respect to each Interest Payment Date, the close of business on the 15th calendar day prior to 
such Interest Payment Date (whether or not a Business Day). 

"Stated Maturity" means June 15, 2018. 

Section 2.03. Payment of Principal and Interest. The principal of die 2018 Notes shall be due at Stated Maturity (unless eariier 
redeemed). The unpaid principal amount ofthe 2018 Notes shall bear interest at the rate of 6.25% per annum until paid or duly 
provided for, such interest to accme from June 16,2008 or from the most recent Interest Payment Date to which interest has been paid 
or duly provided for. Interest shall be paid semi-annually in arrears on each Interest Payment Date to the Person or Persons in whose 
name the 2018 Notes are registered on the Regular Record Date for such Interest Payment Date; provided thJtt interest payable at the 
Stated Maturity or on a Redemption Date as provided herein shall be paid to the Person to whom principal is payable. Any such 
interest that is not so punctually paid or duly provided for shaft forthwith cease to be payable to the Holders on such Regular Record 
Date and may either be paid to the Person or Persons in whose name the 2018 Notes are registered at the close of business on a Special 
Record Date for the payment of such defaulted interest to be fixed by the Trustee ("Special Record Date"), notice whereof shall be 
given to Holders of the 2018 Notes not less than ten (10) days prior to such Special Record Date, or be paid at any time in any other 
lawful manner not inconsistent with the requirements of any securities exchange, ifany, on which the 2018 Notes may be listed, and 
upon such notice as may be required by any such exchange, all as more fidly provided in the Original Indenture, 

Payments of interest on the 2018 Notes shall include interest accmed to but excluding the respective Interest Payment Dates. 
Interest payments for the 2018 Notes shall be computed and paid on the basis of a 360-day year of twelve 30-day months. In the event 
that any date on which interest is payable on the 2018 Notes is not a Business Day, then payment ofthe interest payable on such date 
shall be made on the next succeeding day that is a Business Day (and without any interest or payment in respect of any such delay) 
with the same force and effect as if made on the date the payment was originally payable. 

Payment of principal of, premium, ifany, and interest on the 2018 Notes shall be made in such coin or curtency ofthe United 
States of America as at the time of payment is legal tender 
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for payment of public and private debts. Payments of principal of, premium, ifany, and interest on 2018 Notes represented by a 
Global Security shall be made by wire transfer of immediately available funds to the Holder ofsuch Global Securify, provided that, in 
the case of payments of principal and premium, ifany, such Global Security is first surrendered to the Paying Agent. Ifany of tiie 
2018 Notes are no longer represented by a Global Security, (i) payments of principal, premium, ifany, and interest due at the Stated 
Maturity or earlier redemption ofsuch 2018 Notes shall be made at the office ofthe Paying Agent upon siurender ofsuch 2018 Notes 
to the Paying Agent and (ii) payments of interest shall be made, at the option ofthe Corporation, subject to such surrender where 
applicable, (A) by check mailed to the address ofthe Person entitled thaeto as such address shall appear in the Securify Register or 
(B) by wire ttansfer at such place and to such account at a banking institution in the United States as may be designated in writii^ to 
the Tmstee at least sixteen (16) days prior to tiie date for payment by the Person entitled thereto. 

Section 2.04. Denominations. The 2018 Notes shall be issued in denominations of $2,000 or any integral multiple of $1,000 in 
excess thereof 

Section 2.05. Global Securities. The 2018 Notes shall initi^ly be issued in the form of one or more Global Securities registered in 
the name ofthe Depositary (which initially shall be The Depository Tmst Company) or its nominee. Except imder the limited 
circumstances described below, 2018 Notes represented by such Global Security or Global Securities shall not be exchangeable for, 
and shall not otherwise be issuable as, 2018 Notes in definitive form. The Global Securities described in this Article 2 may not be 
transferred except by the Depositary to a nominee of tiie Depositary or by a nominee ofthe Depositary to the Depositary or another 
nominee ofthe Depositary or to a successor Depositary or its nominee. 

A Global Security shall be exchangeable for 2018 Notes registered in the names of persons otiier than the Depositary or its 
nominee only if (i) the Depositary notifies the Corporation that it is unwilling or unable to continue as a Depositary for such Global 
Security and no successor Depositary shall have been appointed by tiie Corporation wfthin 90 days of receipt by the Corporation of 
such notification, or if at any time the Depositary ceases to be a clearing agency registered under tiie Exchange Act at a time when the 
Depositary is required to be so registered to act as such Depositary and no successor Depositary shall have been appointed by the 
Corporation within 90 days after it becomes aware ofsuch cessation, (ii) an Event of DefauU has occurred and is continuing with 
respect to the 2018 Notes, or (iii) the Corporation in its sole discretion, and subject to the procedures ofthe Depository, determines 
that such Global Security shall be so exchangeable. Any Global Security that is exchangeable pursuant to the preceding sentence shall 
be exchangeable for 2018 Notes registered in such names as the Depositary shall direct. 

Section 2.06. Redemption. The 2018 Notes shall be redeemable, in whole or from time to time in part ($2,000 or any integral 
multiple of $1,000 in excess thereof), at the option of tiie Corporation on any date (a "Redemption Date"), at a Redemption Price 
equal to the greater of (i) 100% ofthe principal amount ofthe 2018 Notes to be redeemed and (ii) the sum ofthe present values of tiie 
remaining scheduled payments of principal and interest thereon (exclusive of interest accmed to such Redemption Date) discounted to 
such Redemption Date on a semi-aimual basis (assuming a 360-day year consisting of twelve 30-day months) at the Treasury Rate 

-7-

Souroe; Duke Energy Holding , 8-K, June 16, 2008 



plus 40 basis points, plus, in either case, accmed and unpaid interest on the princip^ amount being redeemed to such Redemption 
Date. 

"Treasury Rate" means, with respect to any Redemption Date for the 2018 Notes, (i) the yield, under the headii^ which represents 
the average for the immediately preceding week, appearii^ in the most recently published statistical release designated "H.15(519)" or 
any successor publication which is published weekly by the Board of Governors of die Federal Reserve System and which establishes 
yields on actively traded United States Treasury securfties adjusted to constant maturity under the caption 'Treasury Constant 
Maturities," for the maturity corresponding to the Comparable Treasury Issue (if no maturity is within three months before or after the 
Stated Maturity, yields for the two published maturities most closely corresponding to the Comparable Treasury Issue shall be 
determined, and the Treasury Rate shall be interpolated or extrapolated from such yields on a sttaight-line basis, rounding to the 
nearest month) or (ii) if such release (or any successor release) is not published during the week preceding the calculation date or does 
not contain such yields, the rate per annum equal to the semi-annual equivalent yield to maturity ofthe Comparable Treasuiy Issue, 
calculated using a price for the Comparable Treasury issue (expressed as a percent^e of its principal amount) equal to the 
Comparable Treasury Price for such Redemption Date. The Treasury Rate shall be calculated on tiie tiiird Business Day preceding the 
Redemption Date. 

"Comparable Treasury Issue" when used in this Section 2.06 means the United States Treasury security selected by the Quotation 
Agent as having a maturity comparable to the remaining term of the 2018 Notes to be redeemed that would be utilized, at the time of 
selection and in accordance with customary financial practice, in pricing new issues of corporate debt securfties of comparable 
mamrity to the remaining term ofsuch 2018 Notes. 

"Quotation Agent" means a Reference Treasury Dealer appointed by the Coiporation. 

"Comparable Treasury Price" means, with respect to any Redemption Date for the 2018 Notes, (1) the average of three Reference 
Treasury Dealer Quotations for such Redemption Date, after excluding the highest and lowest such Reference Treasury Dealer 
Quotations, or (2) if fewer than three such Reference Treasury Dealer Quotations are obtained, the average of all such Reference 
Treasury Dealer Quotations. 

"Reference Treasury Dealer" means each of Credft Suisse Securities (USA) LLC, Goldman, Sachs & Co., and Lehman Brothers 
Inc., and their respective successors; provided, however, that ifany ofthe foregoing ceases to be a primary U.S, Govemment securities 
dealer in the United States (a "Primary Treasury Dealer"), the Corporation will substitute tiierefor another Primary Treasury Dealer. 

"Reference Treasury Dealer Quotations" means, with respect to each Reference Treasury Etealer and any Redemption Date, the 
average, as determined by the Quotation Agent, of tiie bid and asked prices for the Comparable Treasury Issue (expressed in each case 
as a percentage of its principal amount) quoted in writing to the Quotation Agent by such Reference Treasury Dealer at 5;00 p.m., 
New York City time, on the third Business Day preceding such Redemption Date. 
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The Corporation shall notify the Tmstee ofthe Redemption Price with respect to the foregoing redemption promptiy after the 
calculation thereof The Tmstee shall not be responsible for calculating said Redemption Price. 

I f less than al 1 of the 2018 Notes are to be redeemed, the Tmstee shall select tiie 2018 Notes or portions of 2018 Notes to be 
redeemed by such method as the Trustee shall deem fair and appropriate. The Tmstee may select for redemption 2018 Notes and 
portions of 2018 Notes in amounts of $2,000 or any integral multiple of $1,000 in excess thereof 

The 2018 Notes shall not have a sinking fund. 

Section 2.07. Paving Agent The Trustee shall initially serve as Paying Agent with respect to the 2018 Notes, with the Place of 
Payment initially being the Corporate Tmst Office, 

ARTICLE 3 

MISCELLANEOUS PROVISIONS 

Section 3.01. Recitals bv the Corporation. The recitals in this First Supplemental Indenture are made by the Corporation only and 
not by the Tmstee, and all ofthe provisions contamed in the Original Indenttire in respect ofthe rights, privileges, immunfties, powers 
and duties ofthe Tmstee shall be applicable in respect of tiie 2013 Notes and the 2018 Notes and of this First Supplemental Indenture 
as fiilly and with like effect as if set forth herein in fiill. 

Section 3.02. Ratification and Incorporation of Original Indenture. As supplemented hereby, the Original Indenture is in jdl 
respects ratified and confirmed, and the Origmal Indenture and this Fust Supplemental Indenture shall be read, taken and constmed as 
one and the same instmment. 

Section 3.03. Executed in Counterparts. This First Supplemental Indenture may be executed in several counterparts, each of which 
shall be deemed to be an original, and such counterparts shall together constitute but one and the same instmment, 
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IN WITNESS WHEREOF, each party hereto has caused this instmment to be signed in its name and behalf by its duly autiiorized 
officer, ail as ofthe day and year first above written, 

Duke Energy Corporation 

Bv: Is! M. Allen Carrick 
Name: M, Allen Carrick 
Trtle: Assistant Treasurer 

The Bank of New York Trust Company, N.A., 
as Trustee 

Bv: Isl Van K. Brovm 
Name: Van K. Brown 
Titie: Vice President 
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EXHIBIT A 

FORM OF 
5.65% SENIOR NOTE DUE 2013 

No. CUSIP No, 26441C AA3 

DUKE ENERGY CORPORATION 
5.65% SENIOR NOTE DUE 2013 

Principal Amount: $ 

Regular Record Date: Close of business on tiie 15th calendar day prior to the relevant Interest Payment Date (whether or not a 
Business Day) 

Original Issue Date: June 16, 2008 

Stated Maturity: June 15, 2013 

Interest Payment Dates: Semi-armually on June 15 and December 15 ofeach year, commencing December 15,2008. 

Interest Rate: 5.65% per annum 

Authorized Denomination: $2,000 or any mtegral muftiple of $1,000 in excess thereof 

Duke Energy Corporation, a Delaware corporation (the "Corporation", which term includes any successor corporation under the 
Indenture referred to on the reverse hereof), for value received, hereby promises to pay to , or registered assigns, the principal sum 
of 

DOLLARS ($ ) on the Stated Maturity shown above and to pay interest thereon from the Original Issue Date shown above, or 
from the most recent Interest Payment Date to which interest has been paid or duly provided for, semi-annually in arrears on each 
Interest Payment Date as specified above, commencing on December 15, 2008 and on the Stated Maturity at the rate per annum shown 
above (the "Interest Rate") until the principal hereof is paid or made available for payment and on any overdue prmcipal and on any 
overdue installment of interest. The interest so payable, and punctually paid or duly provided for, on any Interest Payment Date (other 
than an Interest Payment Date that is the Stated Maturity or a Redemption Date) will, as provided in the Indenture, be paid to the 
Person in whose name this 5.65% Senior Note due 2013 (this "Secmity") is registered on the Regular Record Date as specified above 
next preceding such Interest Payment Date; provided that any interest payable at Stated Maturity or on a Redemption Date will be paid 
to the Person to whom principal is payable. Except as otherwise provided in the Indenture, any such interest not so punctually paid or 
duly provided for will forthwitii cease to be payable to the Holder on such Regular Record Date and may either be paid to the Person 
in whose name this Security is registered at the close of business on a Special Record Date for the payment ofsuch Defaulted Interest 
to be fixed by the Trustee, notice whereof shall be given to Holders of Securities of this series not less than 10 days prior to such 
Special Record Date, or be paid at any time in any other lawfiil manner not inconsistent with the requirements of any securities 
exchange, ifany, on which the Securfties shall be listed, and upon 
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such notice as may be required by any such exchange, all as more fiilfy provided in the Indenture. 

Payments of interest on this Security will include interest accmed to but excluding the respective Interest Payment Dates. Interest 
payments for this Security shall be computed and paid on tiie basis of a 360-day year of twelve 30-day months and will accme from 
June 16, 2008 or from the most recent Interest Payment Date to which interest has been paid or duly provided for. In the event that any 
date on which interest is payable on this Security is not a Business Day, then payment ofthe interest payable on such date wift be 
made on the next succeeding day that is a Business Day (and without any interest or payment in respect of any such delay) with the 
same force and effect as if made on the date the payment was originally payable. "Business Day" means a day other than (i) a 
Saturday or a Sunday, (ii) a day on which banking institutions m New York, New York are autiiorized or obligated by law or 
executive order to remain closed or (iii) a day on which the Corporate Trust Office is closed for business. 

Payment of principal of, premium, ifany, and interest on the Securities of tiiis series shall be made in such coin or currency of tiie 
United States of America as at the time of payment is legal tender for payment of public and private debts. Payments of principal of, 
premium, ifany, and interest on the Securities of this series represented by a Global Security shall be made by wfte ttansfer of 
immediately available funds to the Holder ofsuch Global Security, provided that, in the case of payments of principal and premium, if 
any, such Global Security is first surrendered to the Paying Agent. Ifany ofthe Securities of this series are no longer represented by a 
Global Security, (i) payments of principal, premium, ifany, and interest due at tiie Stated Maturity or earlier redemption ofsuch 
Securities shall be made al the office ofthe Paying Agent upon surtender ofsuch Securities to the Paying Agent, and (ii) payments of 
interest shall be made, at the option ofthe Corporation, subject to such surrender where ^plicable, (A) by check mmled to the address 
ofthe Person entitled thereto as such address shall appear in the Security Register or (B) by wire ttansfer at such place and to such 
account at a banking institution in the United States as may be designated in wrfting to the Trustee at least sixteen (16) days prior to 
tiie date for payment by the Person entitled thereto. 

The Securities of this series shall be redeemable, in whole or from time to time in part, at the option ofthe Corporation on any date 
(a "Redemption Date"), at a Redemption Price equal to the greater of (i) 100% ofthe principal amount ofthe Securities of this series 
to be redeemed and (ii) the sum ofthe present values ofthe remaining scheduled payments of principal and interest thereon (exclusive 
of interest accrued to such Redemption Date) discounted to such Redemption Date on a semi-annual basis (assuming a 360-day year 
consisting of twelve 30-day months) at the Treasury Rate plus 40 basis points, plus, in either case, accmed and unpaid interest on the 
principal amount being redeemed to such Redemption Date. 

"Treasury Rate" means, with respect to any Redemption Date for the Securfties of this series, (i) the yield, under the heading which 
represents the average for the immediately preceding week, appearing in the most recently published statistical release designated 
"H. 15(519)" or any successor publication which is published weekly by the Board of Governors ofthe Federal Reserve System and 
which establishes yields on actively traded United States Treasury securities adjusted to constant maturity under the cation "Treasury 
Constant Maturities," for the maturity corresponding to the Comparable Treasury Issue (if no maturity is 
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within three months before or after the Stated Maturity, yields for the two published maturities most closely corresponding to the 
Comparable Treasury Issue shall be determined, and the Treasuiy Rale shall be interpolated or extrapolated from such yields on a 
straight-line basis, rounding to the nearest month) or (ii) if such release (or any successor release) is not published during the week 
preceding the calculation date or does not contain such yields, the rate per annum equal to the semi-armual equivalent yield to maturity 
ofthe Comparable Treasury Issue, calculated using a price for the Comparable Treasury Issue (expressed as a percentage of its 
principal amount) equal to the Comparable Treasury Price for such Redemption Date. The Treasury Rate shall be calculated on the 
third Business Day preceding the Redemption Date. 

"Comparable Treasury Issue" means the United States Treasuiy security selected by the Quotation Agent as having a maturity 
comparable to the remaining term ofthe Securities of this series to be redeemed that would be utilized, at the time of selection and in 
accordance with customary financial practice, in pricing new issues of corporate debt securities of comparable maturity to the 
remaining term ofsuch Securities of this series. 

"Quotation Agent" means a Reference Treasuiy Dealer appointed by the Corporation. 

"Comparable Treasury Price" means, with respect to any Redemption Date fbr the Securities of tiiis series, (1) the average of three 
Reference Treasury Dealer Quotations for such Redemption Date, after excluding the highest and lowest such Reference Treasury 
Dealer Quotations, or (2) if fewer than three such Reference Treasury Dealer Quotations are obtained, the average of all such 
Reference Treasury Dealer Quotations, 

"Reference Treasury Dealer" means each of Credft Suisse Securities (USA) LLC, Goldman, Sachs & Co,, and Lehman Brothers 
Inc., and their respective successors; provided, however, that ifany ofthe foregoing ceases to be a primary U.S. Govemment 
securities dealer in the United States (a "Primary Treasury Dealer"), the Corporation will substitute therefor another Primary Treasury 
Dealer. 

"Reference Treasury Dealer Quotations" means, with respect to each Reference Treasuiy Dealer and any Redemption Date, the 
average, as determined by the Quotation Agent, ofthe bid and asked prices for the Comparable Treasury Issue (expressed m each case 
as a percentage of its principal amount) quoted in writing to the Quotation Agent by such Reference Treasuiy Dealer at 5:00 p,m.. 
New York City time, on the third Business Day preceding such Redemption Date. 

The Corporation shall notify the Tmstee ofthe Redemption Price with respect to tiie foregoing redemption promptly after the 
calculation thereof The Tmstee shall not be responsible for calculating said Redemption Price. 

Notice of any redemption by fhe Corporation will be mailed af least 30 days but not more than 60 days before any Redemption 
Date to each Holder of Securfties of this series to be redeemed, if Notice of a redemption is provided and funds are deposited as 
required, interest will cease to accme on and after the Redemption Date on the Securities of this series or portions of Securities of this 
series called for redemption. In the event that any Redemption Date is not a Business Day, the Corporation will pay the Redemption 
Price on the next Business Day without any interest or other payment in respect of any such delay, tf less than all the Securities of this 
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series are to be redeemed at the option ofthe Corporation, the Trustee shall select, ia such manner as it shall deem feir and 
appropriate, the Securfties of this series to be redeemed in whole or in part. The Tmstee may select for redemption Securities of this 
series and portions ofthe Securfties of this series in amounts of $2,000 or any integral multiple of $1,000 m excess thereof. 

In the event of redemption of this Securify in part only, a new Security or Securities of this series and of like t^or for the 
unredeemed portion hereof will be issued in the name ofthe Holder hereof upon the surrender hereof 

The Securities of this series shall not have a sinking fimd. 

The Securities of this series shall constitute the direct unsecured and unsubordinated debt obligations ofthe Corporation and shall 
rank equally in priority with the Corporation's existing and fiiture unsecured and unsubordinated indebtedness. 

REFERENCE IS HEREBY MADE TO THE FURTHER PROVISIONS OF THIS SECURITY SET FORTH ON THE REVERSE 
HEREOF, WHICH FURTHER PROVISIONS SHALL FOR ALL PURPOSES HAVE THE SAME EFFECT AS IF SET FORTH AT 
THIS PLACE, 

Unless the certificate of authentication hereon has been executed by the Trustee by manual signature, this Securify shall not be 
entitled to any benefit under the Indenmre or be valid or obligatory for any purpose. 
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IN WITNESS WHEREOF, the Corporation has caused this instrument to be duly executed. 

Duke Energy Corporation 

By: 
Name: M. Allen Carrick 
Title: Assistant Treasurer 

CERTIFICATE OF AUTHENTICATION 

This is one ofthe Securities ofthe series designated therein referred to in die within-mentioned indenture. 

The Bank of New York Tmst Company, N.A., 
as Trustee 

By: 
Authorized Signatory 
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(Reverse Side of Security') 

This 5.65% Senior Note due 2013 is one of a duly authorized issue of Securfties ofthe Corporation (the "Securities"), issued and 
issuable in one or more series under an Indenture, dated as of June 3,2008, as supplemented (the "Indenture"), between the 
Corporation and The Bank of New York Tmst Company, N.A., as Tmstee (the "Trustee," which term includes any successor trustee 
under the Indenture), to which Indenture and all indentures supplemental thereto reference is hereby made for a statement ofthe 
respective rights, limitation of rights, duties and immunities thereunder ofthe Corporation, the Tmstee and the Holders ofthe 
Securities issued thereunder and ofthe terms upon which said Securities are, and are to be, authenticated and delivered. This Securify 
is one ofthe series designated on the face hereof as 5.65% Senior Notes due 2013 initially in the aggregate principal amount of 
$250,000,000. Capitalized terms used herem for which no definition is provided herein shall have the meanings set forth in the 
Indenture. 

If an Event of Default with respect to the Securities of this series shall occur and be continuing, the principal ofthe Securities of 
this series may be declared due and payable in the manner, with the effect and subject to the conditions provided in tiie Indenture. 

The Indenture permits, witii certain exceptions as therein provided, the amendment thereof and the modification ofthe rights and 
obligations of tiie Corporation and the rights ofthe Holders ofthe Securities of all series affected under the Indenture at any time by 
the Corporation and the Trustee with the CMisent ofthe Holders of not less than a majority in principal amount ofthe Outsttmdii^ 
Securities of all series affected thereby (voting as one class). The Indenture contains provisions permitting the Holders of not less than 
a maj ority in principal amount of the Outstanding Securities of all series with respect to which a defeuU un<fer the Indenture shall have 
occurred and be continuing (voting as one class), on behalf of the Holders ofthe Securfties of all such series, to wjuve, with certain 
exceptions, such default under the Indenture and its consequences. The Indenture also permits the Holders of not less tiian a majority 
in principal amount ofthe Securfties ofeach series at the time Outstanding, on behalf of the Holders of all Securities ofsuch series, to 
waive compliance by the Corporation with certain provisions ofthe Indenture affecting such series. Any such consent or waiver by the 
Holder of this Security shall be conclusive and binding upon such Holder and upon all future Holders of this Security and of any 
Security issued upon the registration of ttansfer hereof or in exchange hereof or in lieu hereof, whether or not notation ofsuch consent 
or waiver is made upon this Security. 

No reference herein to the Indenture and no provision of this Security or ofthe Indenture shall alter or impmrtiie obligation ofthe 
Corporation, which is absolute and unconditional, to pay the principal of and interest on this Security at the times, place suid rate, and 
in the coin or currency, herein prescribed. 

As provided in the Indenture and subject to certain limitations therein set forth, the ttansfer of this Security is registtable in the 
Security Register, upon surrender of this Security for registtation of ttansfer at the office or agency ofthe Corporation for such 
purpose, duly endorsed by, or accompanied by a written instrument of ti-ansfer in form satisfactory to the Corporation and the Security 
Registrar and duly executed by, the Holder hereof or his attomey duly authorized in writing, and thereupon one or more new 
Securities of this series, of authorized 
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denominations and of like tenor and for the same aggregate principal amount, will be issued to the designated ttansferee or transferees. 
No service charge shall be made for Euiy such registtation of ttansfer or exchange, but the Corporation may require payment of a sum 
sufficient to cover any tax or other governmental charge payable in connection therewith. 

The Indenture contains provisions for defeasance at any time ofthe entire mdebtedness ofthe Securfties of this series and for 
covenant defeasance at any time of certain covenants in the Indenmre upon compliance with certain conditions set forth in the 
Indenture. 

Prior lo due presentment of this Security for registtation of ttansfer, the Corporation, the Trustee and any agent ofthe Corporation 
or the Tmstee may tteat the Person in whose name this Security is registered as the owner hereof for all purposes, whether or not this 
Security be overdue, and neither the Corporation, the Trustee nor any such agent shall he affected by notice to the contrary. 

The Securities of this series are issuable only in registered form without coupons in denominations of $2,000 or any integral 
multiple of $1,000 in excess thereof As provided in the Indenture and subject to the Hmitations therein set forth. Securities of this 
series are exchangeable for a like aggregate principal amount of Securfties of this series of a different authorized denomination, as 
requested by the Holder surrendering the same upon surtender ofthe Security or Securities to be exchanged at the office or agency of 
the Corporation. 

This Security shall be governed by, and constmed in accordance with, the laws ofthe State of New York. 
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ABBREVIATIONS 

The following abbreviations, when used in the inscription on the face of this instmment, shall be consttued as though they were 
written out in fiall according to applicable laws or regulations: 

TEN COM—as tenants in common UNIF GIFT MIN ACT- Custodian 
(Cust) (Minor) 

TEN ENT—as tenants by the entireties 

JT TEN— âs joint tenants with rights of survivorship and not as tenants in common under Uniform Gifts to 
Minors Act 

(State) 

Additional abbreviations may also be used though not on the above list. 

FOR VALUE RECEIVED, the undersigned hereby seU(s) and transfer(s) unto (please insert Social Security or otiier identifying 
number of assignee) 

PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS, INCLUDING POSTAL ZIP CODE OF ASSIGNEE 

the within Securify and all rights thereunder, hereby irrevocably constftuting and appointing agent to transfer said Securify on tiie 
books ofthe Corporation, with ftill power of substitution in the premises. 

Dated: 

NOTICE: The signature to this assignment must correspond with the 
name as written upon the face ofthe within insttvment in every 
particular wfthout alteration or enlargement, or any change whatever. 

Signature 
Guarantee: . _ „ 
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SIGNATURE GUARANTEE 

Signatures must be guaranteed by an "eligible guarantor institution" meeting the requirements ofthe Securify Registrar, vi4iich 
requirements include membership or participation in tiie Security Transfer Agent Medallion Program ("STAMP") or such other 
"signature guarantee program" as may be determined by the Security Registrar in addition to, or in substitution for, STAMP, all in 
accordance wfth the Securities Exchange Act of 1934, as amended. 
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EXHIBIT B 

CERTIFICATE OF AUTHENTICATION 

This is one ofthe Securities ofthe series designated therein referred to in the within-mentioned Indenture. 

The Bank of New York Trust Company, N.A., 
as Trustee 

By: 
Authorized Signatory 
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EKHtBirC 

FORM OF 
6.25% SENIOR NOTE DUE 2018 

No. CUSIPNo. 2644IC ABl 

DUKE ENERGY CORPORATION 
6.25% SENIOR NOTE DUE 2018 

Principal Amount: % 

Regular Record Date: Close of business on the I5th calendar day prior to the relevant Interest Payment Date (whether or not a 
Business Day) 

Original Issue Date: June 16, 2008 

Stated Maturity: June 15,2018 

Interest Payment Dates: Semi-annually on June 15 and December 15 ofeach year, commencing December 15,2008, 

Interest Rate: 6.25% per armum 

Autiiorized Denomination: $2,000 or any integral muftiple of $1,000 in excess thereof 

Duke Energy Corporation, a Delaware corporation (the "Corporation**, which term includes any successor corporation underthe 
Indenmre referted to on the reverse hereof), for value received, hereby promises to pay to , or registered assigns, the principal 
sum of DOLLARS ($ ) on the Stated Maturity shown above and to pay interest thereon from the Original Issue Date 
shown above, or from the most recent interest Payment Date to which interest has been paid or dufy provided for, semi-annually in 
artears on each Interest Payment Date as specified above, commencing on December 15,2008 and on the Stated Maturity at the rate 
per annum shown above (the "Interest Rate") until the principal hereof is paid or made available for payment and on any overdue 
principal and on any overdue installment of interest. The interest so payable, and punctually paid or duly provided for, on any Interest 
Payment Date (other than an Interest Payment Date that is the Stated Maturity or a Redemption Date) will, as provided in the 
Indenmre, be paid to the Person in whose name this 6.25% Senior Note due 2018 (this "Security") is registered on tiie Regular Record 
Date as specified above next preceding such Interest Paymem Date; provided that any interest payable at Stated Maturity or on a 
Redemption Date will be paid to the Person to whom principal is payable. Except as otherwise provided in the Indenture, any such 
interest not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and 
may either be paid to the Person in whose name this Security is registered at the close of business on a Special Record Date for the 
payment of such Defaulted Interest to be fixed by the Tmstee, notice whereof shall be given to Holders of Securifies of this series not 
less than 10 days prior to such Special Record Date, or be paid at any time in any other lawful manner not inconsistent with the 
requirements of any securfties exchange, ifany, on which the Securities shall be listed, and upon 
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such notice as may be required by any such exchange, all as more fiilly provided in the Indenture. 

Payments of interest on this Security will include interest accmed to but excluding the respective (nterest Payment Dates. Interest 
payments for this Security shall be computed and paid on the basis of a 360-day year of twelve 30-day months and will accme from 
June 16, 2008 or from the most recent Interest Payment Date to which interest has been paid or duly provided for. In the event that any 
date on which interest is payable on this Security is not a Business Day, then payment ofthe interest payable on such date will be 
made on the next succeeding day that is a Business Day (and without any interest or payment in respect of any such delay) with the 
same force and effect as if made on the date the payment was originally payable. "Business Day" means a day other tiijui (i) a 
Saturday or a Sunday, (ii) a day on which banking institutions in New York, New York are authorized or obligated by law or 
executive order to remain closed or (iii) a day on which the Corporate Trust Office is closed for busmess. 

Payment of principal of, premium, ifany, and interest on the Securities of this series shall be made in such coin or curtency ofthe 
United States of America as at the time of payment is legal tender for payment of public and private debts. Payments of principal of, 
premium, ifany, and interest on the Securhies of this series represented by a Gld)al Security shall be made by wire ttansfer of 
immediately available funds to the Holder of such Global Security, provided that, in the case of payments of principal and premium, if 
any, such Global Security is first surrwidered to the Paying Agent. Ifany ofthe Securities of this series are no longer represented by a 
Global Security, (i) payments of principal, premium, ifany, and interest due at the Stated Maturity or eariier redemption ofsuch 
Securities shall be made at the office ofthe Paying Agent upon surtender ofsuch Securities to the Paying Agent, and (ii) payments of 
interest shall be made, at the option ofthe Corporation, subject to such smrender where applicable, (A) by check mailed to the address 
of the Person entitled thereto as such address shall appear in the Security Register or (B) by wire transfer at such place and to such 
account at a banking institution in the United States as may be designated in writing to the Trustee at least sixteen (16) days prior to 
the date for payment by the Person entitled thereto. 

The Securfties of this series shall be redeemable, in whole or from time to time in part, at the option ofthe Corporation on any date 
(a "Redemption Date"), at a Redemption Price equal to the greater of (i) 100% ofthe principal amount ofthe Securities of this series 
to be redeemed and (ii) the sum ofthe present values ofthe remaining scheduled payments of principal and interest thereon (exclusive 
of interest accrued to such Redemption Date) discounted to such Redemption Date on a semi-annual basis (assuming a 360-day year 
consisting of twelve 30-day months) at the Treasury Rate plus 40 basis points, plus, in either case, accmed and unpaid interest on the 
principal amount being redeemed to such Redemption Date. 

"Treasury Rate" means, with respect to any Redemption Date for tiie Securities of this series, (i) the yield, under the headii^ which 
represents the average for the immediately preceding week, appearing in the most recently published statistical release designated 
"H, 15(519)" or any successor publication which is published weekly by the Board of Governors ofthe Federal Reserve System and 
which establishes yields on actively ttaded United States Treasury securities adjusted to constant maturity unda- the caption "Treasury 
Constant Maturities," for the maturity cortesponding to the Comparable Treasury Issue (if no maturity is 
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within three months before or after the Stated Maturity, yields for the two published maturities most closely corresponding to tiie 
Comparable Treasury Issue shall be determined, and the Treasury Rate shall be interpolated or exttapolated from such yields on a 
sttaight-line basis, rounding to the nearest month) or (ii) if such release (or any successor release) is not published during tiie week 
preceding the calculation date or does not contain such yields, the rate per annum equal to the semi-annual equivalent yield to maturity 
ofthe Comparable Treasury Issue, calculated using a price for the Comparable Treasury Issue (expressed as a percentage of its 
principal amount) equal to the Comparable Treasury Price for such Redemption Date. The Treasury Rate shall be calculated on the 
third Business Day preceding the Redemption Date. 

"Comparable Treasuiy Issue" means the United States Treasury security selected by the Quotation Agent as having a maturity 
comparable to the remaining term ofthe Securfties of this series to be redeemed that would be utilized, at the time of selection and in 
accordance with customary financial practice, in pricing new issues of corporate debt securities of comparable mjrturity to tiie 
remaining term ofsuch Securities of tiiis series. 

"Quotation Agent" means a Reference Treasuiy Dealer appointed by the Corporation. 

"Comparable Treasury Price" means with respect to any Redemption Date for tiie Securfties of this series, (1) the averse of three 
Reference Treasury Dealer Quotations for such Redemption Date, alter excluding the highest and lowest such Reference Treasiuy 
Dealer Quotations, or (2) if fewer than three such Reference Treasury Dealer Quotations are obtained, the average of all such 
Reference Treasury Dealer Quotations. 

"Reference Treasury Dealer" means each of Credft Suisse Securities (USA) LLC, Goldman, Sachs & Co,, and Lehm^i Brothers 
inc., and their respective successors; provided, however, that ifany ofthe foregoing ceases to be a pr im^ U.S. Government 
securities dealer in the United States (a "Primary Treasury Dealer"), the Corporation will substitute therefor another Primary Treasury 
Dealer. 

"Reference Treasury Dealer Quotations" means, with respect to each Reference Treasury Dealer and any Redemption Date, the 
average, as determined by the Quotation Agent, ofthe bid and asked prices for the Comparable Treasury Issue (expressed in each case 
as a percentage of its principal amount) quoted in writing to the Quotation Agent by such Reference Treasuiy Dealer at 5:00 p.m.. 
New York City time, on the third Business Day preceding such Redemption Date. 

The Corporation shall notify the Tmstee ofthe Redemption Price with respect to the foregoing redemption promptiy after the 
calculation thereof The Tmstee shall not be responsible for calculating said Redemption Price. 

Notice of any redemption by the Corporation will be mailed at least 30 days but not morethan 60 days before any Redemption 
Date to each Holder of Securities of this series to be redeemed. If Notice of a redemption is provided and fimds are deposited as 
required, interest will cease to accme on and after the Redemption Date on the Securities of this series or portions of Securities of this 
series called for redemption. In the event that any Redemption Date is not a Business Day, the Corporation will pay the Red^iption 
Price on fhe next Business Day without any interest or other payment in respect of any such delay. If less than afl the Securities of this 
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series are to be redeemed at the option of the Corporation, the Tmstee shall select, in such manner as it shall deem fair and 
appropriate, the Securfties of this series to be redeemed in whole or in part. The Tmstee may select for redempti<m Securities of this 
series and portions ofthe Securities of this series in amounts of $2,000 or any integral multiple of $1,000 in excess thereof 

In the event of redemption of this Security in part only, a new Security or Securities of this series and of like tenor for the 
unredeemed portion hereof will be issued in the name ofthe Holder hereof upon the surtender hereof 

The Securities of this series shall not have a sinking fiind. 

The Securities of this series shall constitute the direct unsecured and unsubordinated debt obligations ofthe Corporation and shall 
rank equally in priority with the Corporation's existing and future unsecured and unsubordinated indebtedness. 

REFERENCE IS HEREBY MADE TO THE FURTHER PROVISIONS OF THIS SECURITY SET FORTH ON THE REVERSE 
HEREOF, WHICH FURTHER PROVISIONS SHALL FOR ALL PURPOSES HAVE THE SAME EFFECT AS IF SET FORTH AT 
THIS PLACE. 

Unless the certificate of authentication hereon has been executed by the Trustee by manual signature, this Security shall not be 
entitled to any benefit under the Indenture or be valid or obligatory for any purpose. 
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IN WITNESS WHEREOF, the Corporation has caused this instrument to be duly executed. 

Duke Energy Corporation 

By: 
Name: M. Allen Carrick 
Titie: Assistant Treasurer 

CERTIFICATE OF AUTHENTICATION 

This is one ofthe Securities ofthe series designated therein referred to in the within-menfiOTied Indenture. 

The Bank of New York Trust Company, N.A., 
as Trustee 

By: 
Authorized Signatory 
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(Reverse Side of Security) 

This 6.25% Senior Note due 2018 is one of a duly authorized issue of Securities ofthe Corporation (the "Securfties"), issued and 
issuable in one or more series under an Indenture, dated as of June 3,2008, as supplemented (the "Indenture"), between the 
Corporation and The Bank of New York Tmst Company, N.A., as Trustee (the "Trustee," which term includes any successor trustee 
under the Indenture), to which Indenture and all indentures supplemental tiiereto reference is hereby made for a statement ofthe 
respective rights, limitation of rights, duties and immunities thereunder ofthe Corporation, the Trustee and the Holders ofthe 
Securities issued thereunder and ofthe terms upon which said Securities are, and are to be, authenticated and delivered. This Security 
is one ofthe series designated on the face hereof as 6.25% Senior Notes due 2018 initialfy in tiie aggregate principal amount of 
$250,000,000. Capitalized terms used herein for which no definition is provided herem shall have the meanings set forth m the 
Indenture. 

if an Event of Default with respect to the Securities of this series shall occur and be continuing, the principal ofthe Securities of 
this series may be declared due and payable in the marmer, with the effect and subject to the condftions provided in the Indenture. 

The Indenture permits, with certain exceptions as therein provided, the amendment thereof and the modification ofthe rights and 
obligations of tiie Corporation and the rights ofthe Holders ofthe Securifies of all series affected imder the Indaiture at any time by 
the Corporation and the Trustee with the consent ofthe Holders of not less than a majority in principal amount ofthe Outstanding 
Securities of all series affected thereby (voting as one class). The Indenture contains provisions permitting the Holders of not less tiian 
a majority in principal amount of tiie Outstanding Securities of all series witii respect to which a defiiuft under tbe Indenttire shall have 
occurted and be continuing (voting as one class), on behalf of the Holders ofthe Securities of all such series, to v/aive, with certain 
exceptions^ such default under the Indenture and its consequences. The Indenture also permits the Holders of not less than a majority 
in principal amount ofthe Securfties ofeach series at the time Outstanding, on beh^f of the Holders of all Securities ofsuch series, to 
waive compliance by the Corporation with certain provisions ofthe Indenture affecting such series. Any such consent or ivaiver by die 
Holder of this Security shall be conclusive and binding upon such Holder aid upon all future Holders of this Security and of any 
Security issued upon the registration of ttansfer hereof or in exchange hereof or in lieu hereof, whether or not notation ofsuch consent 
or waiver is made upon this Security. 

No reference herein to the indenture and no provision of this Security or ofthe Indenture shall alter or impair the obligation ofthe 
Corporation, which is absolute and unconditional, to pay the principal of and interest on this Security at the times, place and rate, and 
in the coin or currency, herein prescribed. 

As provided in the Indenture and subject to cert^n limitations therein set forth, the transfer of this Security is registtable m the 
Security Register, upon surrender of this Security for registtation of ttansfer at the office or agency ofthe Corporation for such 
purpose, duly endorsed by, or accompanied by a written instmment of ttansfer in form satisfactory to tiie Corporation and the Security 
Registrar and duly executed by, the Holder hereof or his attorney duly authorized in writing, and thereupon one or more new 
Securities of this series, of authorized 
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denominations and of like tenor and for the same aggregate principal amount, will be issued to the designated transferee or transferees. 
No service charge shall be made for any such registration of transfer or exchange, but tiie Corporation may require payment of a sum 
sufficient to cover any tax or other govemmental charge payable in connection therewith. 

The Indenture contains provisions for defeasance at any time ofthe entire indebtedness ofthe Securities of this series and for 
covenant defeasance at any time of certain covenants in the Indenture upon compliance wfth certain conditions set forth in the 
Indenture. 

Prior to due presentment of this Security for registtation of transfer, the Corporation, fhe Trustee and any agent ofthe Corporation 
or the Tmstee may treat the Person in whose name this Security is registered as the owner hereof for all purposes, whether or not this 
Security be overdue, and neither the Corporation, the Tmstee nor any such agent shall be affected by notice to the contrary. 

The Securities of this series are issuable only in registered form without coupons in denominations of $2,000 or any integral 
muftiple of $1,000 in excess thereof As provided in the Indenture and subject to Che limitations therein set forth. Securities of this 
series are exchangeable for a like aggregate principal amount of Securities of this series of a different authorized denomination, as 
requested by the Holder surtendering the same upon surrender ofthe Security or Securities to be exchanged at the office or agency of 
the Corporation. 

This Security shall be governed by, and constmed in accordance with, the laws ofthe State of New York. 
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ABBREVIATIONS 

The following abbreviations, when used in the inscription on the face of this instmment, shall be constmed as though they were 
written out in full according to applicable laws or regulations: 

TEN COM—as tenants in common UNIF GIFT MIN ACT- Custodian 
(Cust) (Minor) 

TEN ENT—as tenants by the entireties 

JT TEN—as joint tenants with rights of under Uniform Gifts to 
survivorship and not as tenants in common Minors Act 

(State) 

Additional abbreviations may also be used though not on the ^ove list. 

FOR VALUE RECEIVED, the undersigned hereby sell(s) and transfer(s) unto (please msert Social Security or other identifying 
number of assignee) 

PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS, INCLUDING POSTAL ZIP CODE OF ASSIGNEE 

the within Security and all rights thereunder, hereby irtevocably constituting and appointing agent to ttansfer said Security on the 
books ofthe Corporation, with fiill power of substitution in the premises. 

Dated: 

NOTICE: The signature to this assignment must correspond with the 
name as written upon the face ofthe within instrument in every 
particular without alteration or enlargement, or any change 
whatever. 

Signature Guarantee: 
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SIGNATURE GUARANTEE 

Signatures must be guaranteed by an "eligible guarantor institution" meeting the requirements ofthe Security Registrar, which 
requirements include membership or participation in the Security Transfer Agent Medallion Program ("STAMP") or such other 
"signature guarantee program" as may be determined by the Security Registtar in addifion to, or in substitution for, STAMP, all in 
accordance with the Securities Exchange Act of 1934, as amended. 
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EXHIBIT D 

CERTIFICATE OF AUTHENTICATION 

This is one ofthe Securities ofthe series designated therein referted to in the within-mentioned indenture. 

The Bank of New York Tmst Company, N.A., 
as Tmstee 

By: 
Authorized Signatory 
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Exhibft 5.1 

DUKE ENERGY CORPORATION 
526 Soutii Church Stteet 

Charlotte, Nortii Carolina 28202 

June 16,2008 

Duke Energy Corporation 
526 South Church Street 
Chariotte, North Carolina 28202 

Re: Duke Energy Corporation $250 million 5.65% Senior Notes due 2013 and $250 mUlion 6.25% Senior Notes 
due 2018 

Ladies and Gentlemen: 

i am Associate General Counsel and Assistant Secretary of Duke Energy Corporation, a Delaware corporation (the "Company"), 
and in such capacity have acted as counsel to the Company in connection with tiie public offering of $250 million aggregate principal 
amount ofthe Company's 5.65% Senior Notes due 2013 (die "2013 Notes") and $250 million aggregate princq)al amount of die 
Company's 6.25% Senior Notes due 2018 (the "2018 Notes," and together witii the 2013 Notes, the "Securities"), The Securities are 
to be issued pursuant to an Indenture, dated as of June 3, 2008, by and between the Company and The Bardc of New York Trust 
Company, N.A., as tmstee (the "Tmstee"), as amended and supplemented by various supplemental indentures tiiereto, includmg the 
First Supplemental Indenture, dated as of June 16, 2008, between the Company and tiie Trustee, relating to the Securities (the 
"Supplemental Indenture") (the Indenture, as amended and supplemented, being referted to as the "Indenture"). On June 11,2008, the 
Company entered into an Underwriting Agreement (the "UnderwrUing Agreement") with Credit Suisse Securities (USA) LLC, 
Goldman, Sachs & Co. and Lehman Brothers Inc., as representatives ofthe several underwriters n^ned therein (the "Underwriters"), 
relating to the sale by the Company to the Underwriters ofthe Securities. 

This opinion is being delivered in accordance with the requirements of Item 60l(bX5) of Regulation S-K under the Securities 
Act. 

1 am a member ofthe bar in the State of North Carolina and my opinions set forth herein are limited to Delaware corporate law 
and the laws ofthe State of New York and the federal laws ofthe United States that, in my experience, are normally applicable to 
ttansactions ofthe type contemplated above and, to the extent that judicial or regulatory orders or decrees or consents, approvals, 
licenses, authorizations, validations, filings, recordings or registrations with govemmental authorities are relevant, to those required 
under such laws (all ofthe foregoing being referted to as "Opined on Law"). I do not express any opinion with respect to the law of 
any jurisdiction other than Opined on Law or as to the effect of any such non-opined law on the opinions herein stated. This opinion is 
limited to the laws, including the mles and regulations, as in effect on the date hereof, which laws are subject to change with possible 
retroactive effect. 
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Duke Energy Corporation 
June 16,2008 
Page 2 

In rendering the opinion set forth herein, I or attorneys under my supervision (with whom I have consulted) have examined originals 
or copies, certified or otherwise identified by my satisfaction, of: 

(a) the registration statement on Form S-3 (File No. 333-146483) ofthe Company relating to the Securities and other securities 
ofthe Company filed on October 3, 2007, with the Securfties and Exchange Commission (the "Commission") under the Securities Act 
of 1933, as amended (the "Securities Act"), allowing for delayed offerings pursuant to Rule 415 under the Securities Act and the 
information deemed to be a part ofsuch registtation statement as of the date hereof pursuant to Rule 430B ofthe General Rules and 
Regulations under the Securfties Act (the "Rules and Regulations") (such registration statement, being hereinafter referted to as the 
"Registtation Statement"); 

(b) the prospectus, dated October 3, 2007 relating to the offering of securities ofthe Company, which forms a part of and is 
included in the Registration Statement; 

(c) the preliminary prospectus supplement, dated June 11,2008, relating to the offering ofthe Securities in the form filed with 
the Commission pursuant to Rule 424(b) ofthe Rules and Regulations; 

(d) tiie prospectus supplement, dated June 11,2008, relatmg to the offering ofthe Securities in the form filed wfth the 
Commission pursuant to Rule 424(b) ofthe Rules and Regulations; 

(e) the Certificate of Incorporation ofthe Company, dated as of April 3,2006, as amended, as certified by the Secretary of State 
ofthe State of Delaware; 

(f) the Bylaws ofthe Company, dated as of April 3, 2006, as amended; 

(g) an executed copy ofthe Original Indenture; 

(h) an executed copy ofthe Supplemental Indenture; 

(i) an executed copy ofthe Underwriting Agreement; 

(j) certificates representing the Securfties; 

(k) the issuer free wrfting prospectus issued at or prior to 1:24 p.m. (Eastem time) on June 11,2008, which you advised the 
Company is the time ofthe first contract of sale ofthe Securities, attached as Schedule C to the Underwriting Agreement and filed 
with the Commission pursuant to Rule 433(d) ofthe Securities Act and Section 5(e) ofthe Underwriting Agreement; 

(1) the Statement of Eligibility under the Tmst Indenture Act of 1939, as amended, on Form T I, ofthe Tmstee; 

(m) resolutions ofthe Board of Directors ofthe Company, adopted on August 28, 2007, relating to the preparat 
he Commission ofthe Registtation Statement and the issuance ofthe Company's securities; and 

(n) the written consent ofthe Assistant Treasurer ofthe Company, dated as of June 16,2008. 
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Duke Energy Corporation 
June 16,2008 
Page 3 

I or attorneys under my supervision (with whom I have consulted) have also examined originals or copies, certified or otherwise 
identified to my satisfaction, ofsuch records ofthe Company and such agreements, certificates and receipts of public officials, 
certificates of officers or other representatives ofthe Company and others, and such other documents as 1 or attorneys under my 
supervision (with whom I have consulted) have deemed necessary or appropriate as a basis for the opinions set forth below. 

In my examination, 1 or attorneys under my supervision (with whom I have consulted) have assumed the legal capacity of all 
namral persons, the genuineness of all signatures, the authenticity of all documents submitted to me as originals, the conformity to 
original documents of all documents submitted to me as facsimile, electtonic, certified, conformed, or photostatic copies, and tiie 
authenticity ofthe originals ofsuch documents. In m^ing my examination of executed documents or docum^its to be executed, i 
have assumed that the parties thereto, other than the Company had or will have the power, corporate or otherwise, to enter into and 
perform all obligations thereunder and have also assumed the due authorization by all requisite action, corporate or other, and the 
execution and delivery by such parties of such documents, and, as to parties other than the Company, the validity and binding effect 
on such parties. As to any facts material to this opinion that I or attorneys under my supervision (with whom I Iwve consulted) did not 
independently establish or verify, we have relied upon statements and representations of officers and other representatives ofthe 
Company and others and of public officials. 

The opinion set forth below is subject to the followmg further qualifications, assumptions and limitations: 

(i) the validity or enforcement of any agreements or insttuments may be limited by applicable bankmptcy, insolvency, 
reorganization, moratorium or other similar laws affecting creditors' rights generally and by general principles of equity (regardless of 
whether enforceability is considered in a proceeding in equity or at law) and 

(ii) I do not express any opinion as to tiie applicability or effect of any fraudulent ttansfer, preference or similar law on any 
agreements or instruments or any transactions contemplated thereby. 

Based upon the foregoing and subject to the limitations, qualifications, exceptions and assumptions set forth herein, I am ofthe 
opinion that the Securities have been duly authorized and executed by the Company, and that when duly authenticated by the Trustee 
and issued and delivered by the Company against payment therefore in accordance with the terms ofthe UnderwrUing Agreement and 
the Indenture, the Securities will constitute valid and binding obligations ofthe Company, enforceable against the Company m 
accordance with its respective terms. 

1 hereby consent to the filing of this opinion with the Commission as Exhibit 5.1 to the Registtation Statement through 
incorporation by reference of a current report on Form 8-K. I also hereby consent to the use of my name under the heading "Legal 
Matters" in the prospectus which forms a part ofthe Registtation Statement, In giving this consent, I do not thereby admft that I am 
within the category of persons whose consent is required under Section 7 ofthe Act or 
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Duke Energy Corporation 
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Page 4 

the rules and regulations ofthe Commission promulgated thereunder. This opiruon is expressed as ofthe date hereof unless otherwise 
expressly stated, and i disclaim any undertaking to advise you of any subsequent changes in the facts stated or assumed herein or of 
any subsequent changes in applicable laws. 

Very tmly yours, 

Isl Robert T. Lucas III 
Associate General Counsel, 

Assistant Secretary 
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Exhibit 99.1 

Execution Copy 

DUKE ENERGY CORPORATION 

$250,000,000 5.65% SENIOR NOTES DUE 2013 
$250,000,000 6.25% SENIOR NOTES DUE 2018 

UNDERWRITING AGREEMENT 

June 11,2008 

Credft Suisse Securities (USA) LLC 
11 Madison Avenue 
New York, NY 10010 

Goldman, Sachs Sc Co. 
85 Broad St 
New York. NY 10004 

and 

Lehman Brothers Inc. 
745 Seventh Ave 
New York. NY 10019 

As Representatives ofthe several Underwriters 

Ladies and Gentlemen: 

Introductory. DUKE ENERGY CORPORATION, a Delaware corporation (the "Corporation"), proposes, subject to the terms and 
conditions stated herein, to issue and sell (i) $250,000,000 aggregate principal amount of 5,65% Senior Notes due 2013 (tiie "2013 
Notes") and (ii) $250,000,000 aggregate principal amount of 6.25% Senior Notes due 2018 (the "2018 Notes" and togetiier with tiie 
2013 Notes, the "Notes") to be issued pursuant to the provisions of an Indenture, dated as of June 3,2008, as the same may be 
amended and supplemented by supplemental indentures, including the supplemental indenture to be dated as of June 16,2008 relating 
to the Notes (tiie "Indenture"), between the Corporation and The Bank of New York Trust Company, N.A. (tiie "Trustee"), CredU 
Suisse Securities (USA) LLC, Goldman, Sachs & Co. and Lehman Brothers Inc. (the "Representatives") are acting as representatives 
ofthe several underwriters named in Schedule A hereto (together with the Representatives, the "Underwriters"). The Corporation 
understands that the several Underwriters propose to offer the Notes for sale upon the terms and condftions contemplated by (i) tiiis 
Agreement and (ii) the Base Prospectus, the Preliminary Prospecms and any Permitted Free Writing Prospectus (as 
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defined below) issued at or prior to the Applicable Time (such documents referred to in this subclause (ii) herein cdled the "Pricing 
Disclosure Package"). 

I, Representations and Warranties ofthe Corporation. The Corporation represents and warrants to, and agrees with, the several 
Underwriters that; 

(a) Registration statement (No. 333-146483), mcluding a prospectus, relating to the Notes and certain other securities has been 
filed with the Securities and Exchange Commission (the "Commission") under the Securities Act of 1933, as amended (the 
"1933 Act"). Such registration statement and any post-effective amendment thereto, each in the form heretofore delivered to 
you, became effective upon filing with the Commission pursuant to Rule 462 ofthe mles and regulations ofthe Commission 
under the 1933 Act (the "1933 Act Regulations"), and no stop order suspending tiie effectiveness ofsuch registtation 
statement has been issued and no proceedmg for that purpose or pursuant to Section 8A ofthe 1933 Act has been initiated or 
threatened by the Commission (if prepared, any preliminary prospectus supplement specifically relating to the Notes 
immediately prior to the Applicable Time (as defined below) included in such registiration statement or filed with the 
Commission pursuant to Rule 424(b) ofthe 1933 Act Regulations being hereinafter called a "Preliminary Prospectus"); the 
term "Registtation Statement" means the registration statement as deemed revised pursuant to Rule 430B(0(1) of tlie 1933 
Act Regulations on the date ofsuch registtation statement's effectiveness for puq)oses of Section U ofthe 1933 Act, as such 
section applies to the Corporation and the Underwriters for the Notes pursuant to Rule 430B(f)(2) ofthe 1933 Act Reg^tions 
(the "Effective Date"), includmg all exlubits thereto and includmg tiie docimients incorporated by reference in the prospectus 
contained in the Registtation Statement at tiie time such part of tiie Registtation Statem^it became effective; the term ̂ IBase 
Prospectus" means the prospectus filed wititi the Commission on the date hereof by the Corporation; and the term "Prospectus" 
means tiie Base Prospectus together vritii the prospectus supplement specifically relating to the Notes prepared in accortfcuice 
with the provisions of Rule 430B and promptly filed after execution and delivery of this Agreement pursuant to Rule 430B or 
Rule 424(b) ofthe 1933 Act Regulations; any information included in such Prospectus that was omitted from the Registration 
Statement at the time it became effective but that is deemed to be a part of and included in such registtation statement 
pursuant to Rule 430B is referred to as "Rule 430B Information;" and any reference herem to any Registration Statement, 
Preliminary Prospectus or the Prospectus shall be deemed to refer to and include the documents incorporated by reference 
therein prior to the date hereof; any reference to any amendment or supplement to any Preliminary Prospectus or Prospectus 
shall be deemed to refer to and include any documents filed after the date ofsuch Preliminary Prospectus or Prospectus, as the 
case may be, under the Securities Exchange Act of 1934, as amended (the "1934 Act"), and incorporated by reference in such 
Preliminary Prospectus or Prospectus, as the case may be; and any reference to any amendment to tiie Registration Statement 
shall be deemed to refer to and include any annual report ofthe Corporation filed pursuant to Section 13(a) or 15(d) ofthe 
1934 Act after 
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the effective date of the Registration Statement that is incorporated by reference in the Registtation Statement, For purposes of 
this Agreement, the term "Applicable Time" means 1:24 p.m. (New York Time) on the date hereof 

(b) The Registration Statement, any Permitted Free Writing Prospectus(es) specified on Schedule B, any Preliminmy Prospectus 
and the Prospectus, conform, and any amendments or supplements thereto will conform, in all material respects to the 
requirements ofthe 1933 Act and the 1933 Act Regulations, and (A) the Registration Statement, as ofthe Effective Date, at 
each deemed effective date wUh respect to the Underwriters pursuant to Rule 430B(f)(2) ofthe 1933 Act Regulations, and at 
the Closing Date (as defined in Section 3), did not and will not contain any untme statement of a material feet or omit to state 
any material fact required to be stated therein or necessary to make the statements therein not misleading, and (B) (i) die 
Pricing Disclosure Package, as ofthe Applicable Time, did not and will not, (ii) the Prospectus and any amendment or 
supplement thereto, as of their dates, will not, and (iii) the Prospectus as ofthe Closing Date will not, include any untme 
statement of a material fact or omit to state any material fact necessary to make the statements therein, in the light ofthe 
circumstances under which they were made, not misleading, except that the Corporation makes no wartanty or representation 
to the Underwriters with respect to any statements or omissions made in reliance upon and in conformity with written 
information ftirnished to the Corporation by the Representatives on behalf of the Underwriters specifically for use in the 
Registtation Statement, the Permitted Free Wrftmg Prospectus(es), any Preliminary Prospectus or the Prospectus, 

(c) Any Permitted Free Writing Prospectus specified on Schedule B hereto as of its issue date and at all subsequent tunes through 
the completion ofthe public offer and sale ofthe Notes or until any earlier date that the Corporatt'on notified or notifies tiie 
Underwriters as described in Section 5(f) did not, does not and will not include any information that conflicts with the 
information (not superseded or modified as ofthe Effective Date) contamed in the Regisfration Statement, any Preliminary 
Prospectus or the Prospectus. 

(d) At the earliest time the Corporation or another offering participant made a bona fide offer (within tiie meaning of 
Rule 164(h)(2) of tiie 1933 Act Regulations) ofthe Notes, the Corporation was not an "ineligible issuer" as defined in 
Rule 405 ofthe 1933 Act Regulations, The Corporation is, and was at the time ofthe initial filing ofthe Registtation 
Statement, eligible to use Form S-3 under the 1933 Act. 

(e) The documents incorporated or deemed to be incorporated by reference in the Registtation Statement, the Pricing Disclosure 
Package and the Prospectus, at the time they were filed or hereafter are filed wfth the Commission, complied and will comply 
in all material respects with the requirements ofthe 1934 Act and the mles and regulations ofthe Commission thereunder (the 
"1934 Act Regulations"), and, when read together with the other information in tiie Prospectus, (a) at the time tiie Registration 
Statement became effective, (b) at the Applicable Time and 
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(c)'on the Closing Date did not and will not contain an imtme statement of a material feet or omit to state a material fact 
required to be stated therein or necessary to make the statements therein, in the light ofthe circumstances under which they 
were made, not misleading. 

(0 The compliance by the Corporation with all ofthe provisions of this Agreement has been duly authorized by all necessary 
corporate action and the consummation of the ttansactions herein contemplated will not conflict with or result in a breach or 
violation of any ofthe terms or provisions of, or constitute a default under, any indenture, mortgage, deed of tmst, loan 
agreement or other agreement or instrument to which the Corporation or any of its Principal Subsidiaries (as hereinafter 
defined) is a party or by which any of them or their respective properfy is bound or to which any of their properties or assets is 
subject that would have a material adverse effect on the business, financial condition or results of operations ofthe 
Corporation and its subsidiaries, t^en as a whole, nor will such action resuU in any violation ofthe provisions ofthe amended 
and restated Certificate of Incorporation (the "Certificate of Incorporation"), the amended and restated By-Laws (the 
"By-Laws") ofthe Corporation or any statute or any order, mle or regulation of any court or govemmental agency or body 
having jurisdiction over the Corporation or its Principal Subsidiaries or any of their respective properties that would have a 
material adverse effect on the business, fmancial condition or results of operations ofthe Corporation and its subsidiaries, 
taken as a whole; and no consent, approval, auttiorization, order, registtation or qualification of or with any such court or 
governmental agency or body is required for the consummation by the Corporation of tiie ttansactions contemplated by this 
Agreement, except for the registtation under tiie 1933 Act ofthe Notes, qualification under the Trust Indenture Act of 1939 
(the "1939 Act") and such consents, approvals, authorizations, registtations or qualifications as may be requued under state 
securities or Blue Sky laws in connection witii the purchase and disttibution ofthe Notes by the Underwriters. 

(g) This Agreement has been duly authorized, executed and delivered by the Corporation. 

(h) Each of Duke Energy Carolinas, LLC, a North Carolina limited liability company, Duke Energy Indiana, Inc., an Indiana 
corporation and Duke Energy Ohio, Inc., an Ohio corporation is a "significant subsidiary" ofthe Corporation within the 
meaning of Rule 405 ofthe 1933 Act Regulations (herein collectively referted to as the "Principal Subsidiaries'*), 

(i) The Indenture has been duly authorized, executed and delivered by the Corporation and duly qualified under the 1939 Act 
and, assuming the due authorization, execution and delivery thereof by the Trustee, constitutes a valid and iegaify binding 
insttument ofthe Corporation enforceable gainst the Corporation in accordance with its terms, except as the enforceability 
thereof may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors' rights 
generally and by general principles of equity 
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